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1 May 26, 2016 9:02 a?%ge .
2 PROCEEDI NGS

3 MR LEVAR Good norning. We're here for

4  Docket 15-035-86, In the Matter of the Application of

5 Rocky Muntain Power for Approval of the 2017 protocol.
6 Wiy don't we start with appearances.

7 MR. SOLANDER: Good norning, Chairman LeVar.
8 Daniel Sol ander appearing on behal f of Rocky Muntain

9 Power, and | have with me at the counsel table our two
10 wi t nesses, Jeffrey Larsen, vice president of regul ation,
11 and Steve McDougal, director of revenue requirenent.

12 MR. LEVAR. (kay. Thanks.

13 MR JETTER  Good norning. |'mJustin Jetter
14 wth the Utah Attorney General's office. | represent
15 the Utah Division of Public Utilities, and with nme at
16 counsel table is Dr. Artie Powel .

17 MR LEVAR kay. Thank you.

18 MR OLSEN. |I'mRex Osen. | represent the
19 Ofice of Consuner Services, and at counsel table wth
20 me is Mchelle Beck, the director of the Ofice of

21  Consuner Services.

22 MR. LEVAR. (Ckay. Thank you.

23 MR DODGE: Gary Dodge on behalf of UAE, and
24  our witness, Neal Townsend, is wth ne at the table.

25 MR LEVAR Okay. Thank you. |s anyone aware
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of any prelimnary matters we should deal with before we

just go right into the testinmony? M. Sol ander?
MR. SOLANDER: Not that |'m aware of.
MR LEVAR. No? | amnot seeing any other
i ndications, so we wll go ahead with M. Sol ander.
MR. SCLANDER: Thank you. Rocky Mountain
Power would like to call its first witness, Jeffrey
Larsen, in support of its application for approval of
t he 2017 protocol.
MR. LEVAR. M. Larsen, do you swear to tel
the truth?
THE W TNESS: Yes, | do.
MR LEVAR  Thank you.
JEFFREY K. LARSEN,
called as a witness at the instance of Rocky Muntain
Power, having been first duly sworn, was exam ned and
testified as foll ows:
DI RECT EXAM NATI ON
BY MR SCLANDER:
Q Good nor ni ng.
A Mor ni ng.
Q Wul d you pl ease state and spell your nane for
t he record.
A Yes. My nane is Jeffrey K Larsen.

J-E-F-F-R-E-Y, Kmddle initial, and Larsen

Litigation Services | 1.800.330.1112
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1 L-A-R- S E-N. rage o
2 Q And by whom are you enpl oyed and in what

3 capacity?

4 A | am enpl oyed by Pacifi Corp in Rocky Mountain
5 Power division, and | amthe vice president of

6 regul ation.

7 Q And as the vice president of regulation, were
8 you involved in the negotiations that led to the 2007

9 pr ot ocol ?

10 A. Yes, | was.

11 Q And did you file testinmony along with one

12 exhibit in support of that --

13 A Yes, | did.

14 Q -- 2017 protocol? And have you prepared a

15 summary of your testinony that you would |like to share
16 wth the comm ssion today?

17 A Yes, | would. And | do have one correction on
18 ny testinony.

19 Q And what is that correction?

20 A On page 22, Line 476, very top. The sentence
21 should read, after eligible, there should be custoner.
22 So the eligible custoner will not be used by -- wll not
23  be used by other customers as a direct result of the

24  eligible custoner transferring service.

25 Q And with that one correction, if | ask you the
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. . : . Page /
sane questions that are in your prefiled testinony

t oday, would your answers be the sane?

A. Yes.
MR LEVAR: If I -- | amnot sure | understand
the correction. | am/|looking at Line 476, and maybe if

you coul d wal k us through that correction again.

THE W TNESS. Yeah.

MR. LEVAR Because | have the phrase "an
eligible custoner elects" on ny, on ny copy.

THE WTNESS:. Yeah. So starting in Line 475,
No. 2, cost of facilities used to serve the eligible
custonmer that will not be used by other custoners as a
direct result of the eligible custoner transferring
service. So there is a "custonmer" mssing after
"eligible” in that |ine.

MR LEVAR | wonder if ny line nunbers are
different.

MR TOMSEND: | think that |line 482 nmay be
where you m ght --

MR. LEVAR  Four eighty --

MR, TOMNNSEND: 482.

THE WTNESS:. W have differing |ine nunbers?

MR TOANSEND: Yeah. | think so. |It's under
bul et poi nt two.

THE W TNESS: Bull et nunber two.

Litigation Services | 1.800.330.1112
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MR LEVAR. (kay. Wuld you read through the

| anguage agai n.

THE W TNESS: Yeah. Cost of facilities used
to serve the eligible, insert custoner, that will not be
used by ot her custoners.

MR LEVAR Ckay. Thank you. That's on Line
483 of ny copy.

THE W TNESS: Ckay.

MR. LEVAR. Thanks. Sorry for the
i nterruption.

MR. SOLANDER:  Thank you.

A Al right.

Q (By M. Solander) Wth that second correction,
pl ease proceed with your sunmmary.

A Al right. Good norning, Chairman LeVar,
Commi ssioners Clark and Wiite. | amvery pleased to be
here representing the conpany this norning to support
t he conpany's application for the approval of the 2017
protocol stipulation that's been reached by certain
parties in this docket and present the conpany's view of
the stipulation and the 2017 protocol.

As you know, we filed Decenber 31, 2015, for
t he approval of the application. This really cul m nates
the work of over three years of parties participating in

the nulti-state process, and particularly the broad

Litigation Services | 1.800.330.1112
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review work group that's been working since 2012
reviewi ng and anal yzing vari ous issues and proposed
nodi fications to the existing 2010 protocol.

And | appreciate the work that all the parties
put intoit. Significant work, neetings, discussions
have occurred over the |last three years to cone to a
poi nt where we reached an agreenent with a nunber of
parties. |In Uah in particular, we reached agreenent
wth the Division of Public Uilities and the Ofice of
Consuner Servi ces.

And in our other states, we had agreenents
with various parties in Wom ng, |daho and O egon
supporting the 2017 protocol and the stipulation that
was reached.

Through the process, the parties worked with
the intent to continue to achieve equitable resolutions
of multi-jurisdictional allocation issues that would be
in the public interest, and we believe that the 2017
protocol reaches, reaches that goal. And | support it
as being in the public interest.

My testinony covers kind of the process that
we went through to reach the agreenent, as well as
introduces and expl ains the various provisions of the
2017 protocol.

And so just stepping back and giving a little

Litigation Services | 1.800.330.1112
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bit of history and the process that we went through, the

MSP process was really instituted and started in about
2002 with the MSP work group established and the broad
review work group, |looking at inter-jurisdictional

al l ocation issues across our six state jurisdictions
really to consider the cost allocation of a
multi-jurisdictional utility.

Fromthat work, the first agreenent that was
est abl i shed was a revised protocol that then led to the
2010 protocol, and that's been in place since about 2010
and has been used for allocations and establishment of
revenue requirenent for the conpany inits -- in four of
its jurisdictions primarily that were signatories to
t hat and al so has been used in California.

And that's the current nethod, but in that
2010 protocol, there was a tine certain when that
agreenent would expire. That agreement was to be used
for any applications filed by the conpany through
Decenber 31, 2016, and so, you know, potentially it
could go into 2017 in terns of rate setting if an
application was filed before Decenber 31, 2016. But we
definitely had an end date to where we needed to review
and agree on a new allocation nethodol ogy.

And so the parties, as | said, have worked for

three years in trying to identify and come up with a

Litigation Services | 1.800.330.1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG PROCEEDI NGS DOCKET NO. 15-035-86 - 05/26/ 2016

© 00 N o o B~ W N P

N N T N T N T e N S O e e I N e
o A~ W N P O ©O 00 N oo 0o A W NN+ O

Page 11
nore durabl e agreenment and a process after 2016 to be

used for rate setting purposes. And in that process,
parties were really working and trying to identify a
nore durabl e, permanent solution that we coul d use going
forward

But there were a nunber of issues and
chal I enges, a nunber of itenms that were still creating
sone uncertainty in termof inpacts to our cost
structures. And so the parties worked to find an
interimagreenent that we could use for a shorter period
of time while the conpany continued to eval uate a nunber
of issues.

And those were identified in the agreenent,
such things as, you know, the potential for a divisional
al | ocati on nethodol ogy or structural separation, |ooking
at the inpacts of the clean power plan, 111(d) EPA
requi rements, and ot her issues that would have the
potential for inpacting the allocation of comon costs
t hat are shared anongst the states.

And so we agreed to a nore shorter term
interimagreenent, if you will, while we worked through
sonme analysis. And we have established a process that
we woul d then bring back and review, on an annual basis,
information that we have identified and studied that we

woul d be doi ng.

Litigation Services | 1.800.330.1112
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I n going through the process, the broad review

wor k group established a nunber of principles to help
the group drive the analysis and the discussions, and
those are identified in ny testinony.

Allow ng states to maintain their own autonony
in ternms of reviewi ng the costs, being able to have the
flexibility to set their own class cost of allocations
within the states, equitable solutions that allowed the
conpanies -- the conpany to recover its costs, while
havi ng principles of cost causation that underlie the
all ocation of the costs, a nmethod that woul d be
sustai nabl e and pronote rate stability and woul d be easy
to adm ni ster.

Through that process, ultimtely we reached
t he agreenent of the 2017 protocol. And in doing so, we
really started with, fromthe basis of the 2010 protoco
as kind of a foundation to begin the discussions. And
bei ng that we were doing a very short-term agreenent for
two years with a nmethodol ogy that would run for cases
filed January 1, 2017 through cases filed by Decenber
31, 2018, with the potential of the comm ssion's
approval for a one year extension, we reached a
nmet hodol ogy using the 2010 protocol as the starting
poi nt, and then reviewed the conponents of the 2010

protocol for any changes or nodifications that were

Litigation Services | 1.800.330.1112
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war r ant ed.

And so the agreenent shoul d be generally
famliar to the comm ssion based on what you saw in the
approval docket for the 2010 protocol with sone -- with
sonme additional changes. And I'll just identify those.

As we consider the settlement agreenent, the
conponents of it wal ks through various paragraphs, but
to sunmarize the agreenent, paragraphs 3 through 8 of
the protocol, and that's attached as Exhibit Ato
RPMIKL1. Paragraphs 3 through 8 really outline the
al l ocation of the costs, tal king about system resources
versus state resources, the generation conponents.

VWl ks through the transm ssion, distribution costs A and
G special contracts.

And incorporated in that there is a new
conponent that wasn't considered previously, which was
an equalization adjustnent. And I'Il touch on that in
just a nonent.

Paragraph 9, simlar to what was in the prior
agreenent, which tal ks about the gain and | oss of sale
of assets and transm ssion allocations. Paragraph 10 in
the 2010 protocol addressed direct access and had sone
structure around what may happen if a state was
i npl enenting direct access.

Since that tinme, Oregon actually inplenented

Litigation Services | 1.800.330.1112
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. Page 14
di rect access rules and an approach there, and so the

agreenent addresses how that will be handled, as well as
if any other states, including Uah, were to address
custoners that are eligible to | eave its system and how
that would be handled. And it largely |eaves that
neutral for future consideration if those events happen
Wi th no prejudgnent there.

Section 11 then, or paragraph 11, tal ks about
the loss of load, if it's greater or less than 5
percent, simlar to what was in the 2010 protocol.

Paragraph 12 covers the conpany's planning for
resource acquisitions, that it would continue to be a
system w de | east cost basis.

Par agraph 13 outlines the governance over the
2017 protocol and establishes an annual conm ssioners
forumthat woul d be held January of each year with the
first one in January of 2017 where the conpany wl|
bring forward its initial results on a nunber of studies
and a new view of what could be potentially proposed for
a new al | ocati on net hod.

As a result of that neeting, follow ng up from
January then, there would be a decision that would need
to be nmade by March of 2017 on whether the agreenent
shoul d be extended for one additional year. And it

identifies that, you know, the comm ssions in all

Litigation Services | 1.800.330.1112
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- . Page 15
jurisdictions could establish whatever process they deem

necessary in advance of that decision, whatever type of
public input process they would want to undertake in
order to make such deci sion

And then paragraph 14 establishes the specific
state ternms that were negotiated, and this is a bit
different than how the 2010 protocol was handl ed. An
initial agreenment was reached in the 2010 protocol, and
then filings were made in each state, and negotiations
were undertook which led to a nunber of differences in
how t he agreenent actually got inplenented.

And so as we approach the 2017 protocol, we
wanted to have transparency with all states
under st andi ng what the deal was, what had been
negoti ated, and how each state was bei ng handl ed going
into the agreenent. And so Section 14 of the
stipulation, or of the 2017 protocol docunent outlines
how each state is being treated and i ncorporates into it
what's call ed the equalization adjustnent.

And as we initially started this settlenent
di scussi ons and | ooki ng for nethodol ogies, there was a
range of options that were being | ooked at, a nunber of
changes to coincident peaks or demand energy wei ghtings
and so forth. And since this was a sort of short-term

agreenent, the parties really focused on an outcone that

Litigation Services | 1.800.330.1112
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t hey coul d support wi thout specifically identifying how

we got to that end results or permanent changes to the
nunmber of coincident peaks that are used in the
al l ocations or changes to the demand and energy.

And witness Artie Powell for the DPU tal ked
about a range of outcones and showed the percentage
change that could be the potential from changing those
type of inputs.

So the parties worked through, reached an
agreenent, which generally resulted in about a two
tenths percent change for each jurisdiction in terns of
t he revenue requirenent inpact and the cost sharing.
The conpany didn't get its hole, the allocation hole
fromdiffering results fromeach state. So we had a
share in that, as well as each state noving a little bit
towards the center in terns of a commopn approach.

And so the way that that equalization
adjustment is inplenented is outlined in Section 14,
whet her there's a rate case that would inplenent it, or
if not, then deferral nmechani sns and vari ous agreenents
across the states in terns of the timng of when
deferrals would kick off and the treatnent of those
dol | ars.

And so that's probably the main issue is that

we really establish kind of a base |ine on where states

Litigation Services | 1.800.330.1112
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1 were at with the 2010 protocol, with where they were at
2 wth their enbedded cost differential adjustnent, |ike
3 those in Wom ng and | daho.
4 Utah was still consistently treated with where
5 it was at with a zero ECD. And then added to that, the
6 adjustnent for the equalization adjustnment to cone up
7 wth what the adjustnment would be for the revenue
8 requirenent determnations and for deferrals.
9 Oregon' s net hodol ogy established bands around
10 what their ECD value could be during the termof the
11 agreenment .
12 Wth that then, | think that woul d concl ude ny
13  summary, just asking the comm ssion to seriously
14  consider and approve the 2017 Protocol as being in the
15 public interest for use by the conpany for rate setting
16  purposes through Decenber 31, 2018. And that concl udes
17 my sunmary.
18 MR. SCLANDER: Thank you. M. Larsen is
19 available for cross-exam nation by the parties or
20 questions fromthe conm ssion.
21 MR LEVAR Ckay. Thank you, M. Sol ander.
22 M. Jetter?
23 MR JETTER  No questions fromthe division,
24  thank you.
25 MR LEVAR M. dsen?

Litigation Services | 1.800.330.1112
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1 MR. OLSEN. No questions fromthe office.

2 MR LEVAR. M. Dodge?

3 MR DODGE: Yes. Thank you, M. Chairnman.

4 CROSS- EXAM NATI ON

5 BY MR DCDCE:

6 Q M. Larsen, you filed for approval of the 2017
7 Protocol in your other jurisdictions; is that correct?
8 A Yes.

9 Q And are any parties opposing approval of the
10 protocol in any other states?

11 A I n 1 daho, we have received comments now from
12 the Idaho commi ssion staff recommendi ng approval of it.
13 We have received comments from Monsanto in |daho

14  recommendi ng approval. Those were the two parties, |

15 believe, in Idaho. That will follow ny nodified

16  procedure where the conmm ssion takes the comments in and
17 then will nake a decision there.

18 In Woming all the parties were supportive,

19 the Wonming staff, the Ofice of Consuner Advocate, the
20 Wom ng Industrial Energy Consuners. |In Oregon, the
21 stipulation was contested by the industrial custoners of
22 Northwest Uilities and an environmental group,
23  believe.
24 Q To this point no state has approved the
25 protocol; is that correct?

Litigation Services | 1.800.330.1112
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_ _ Page 19
A Not at this point.

Q And is it your suggestion to this conm ssion
that they condition an order in this case, if they
choose to approve it, on the outcone of those other
state proceedi ngs?

A | don't believe it's necessary to condition
the order that -- there's no new terns, we believe, that
woul d come forward. Al of the parties negotiated the
conponents. They are all incorporated into the docunent
so the parties would have visibility, so there's in ny
view no need for holding a condition in case there's
favored nations type of clauses, because the conponents
are identified within the agreenent.

Q But if sone state were to reject it, then you
woul dn't have an agreenment anong all the states. Don't
you think that would be of interest to the comm ssion?

A Certainly it would. Sonmeone has to go first
and make a decision. But, you know, in -- as |
indicated, in the other states we don't think approval
is going to be a challenge, given that especially in
| daho and Wom ng, there is no parties contesting the
agr eenent .

Q But again, there are two parties in Oegon
contesting?

A. That's correct.
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Page 20
MR DODGE: Thank you. No further questions.

MR LEVAR Ckay. Thank you. Conm ssioner
Cl ark, do you have any questions for hin®

MR CLARK: Continuing with the subject, can
you be a little nore precise for us on the status of the
proceedings in the other states, if schedul es exist for
reaching a determnation in those states?

THE WTNESS:. Yes. In -- so in Oregon, we
have now conpl eted the hearings. Those were actually
hel d | ast week, so a decision is now -- you know, w ||
be forthcom ng and i s pending.

As | indicated, in lIdaho now, the case really
is fully submtted. The comments have been filed, so
now it wll be up to the comm ssion to take that up in
one of their decision neetings based on the evidence and
the comments that have been filed to make a deci sion
So we anticipate that we woul d see a decision there by
our requested July tinme frane.

In Woming, | don't believe that we have seen
a schedul e established yet, and so we are waiting to see
a schedul e produced by the comm ssion staff in Wom ng.

MR CLARK: And if a state were to decline to
approve the changes, what would -- and other states
approved it, what -- how would that work in your m nd?

THE WTNESS: Well, clearly we would have to
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eval uate the inpacts, what their decision directs us to

do. You know, it is a short-term agreenent in nature,
and so we woul d have to eval uate whet her we conti nue
with the states that agreed to it and then go back to
the table and try to get the parties back in agreenent.

As you are aware, we do have one state, the
state of Washington, that participated in the NMSP
process and di scussions. They continue to | ook at and
advocate for a divisional allocation approach, and so we
were unable to get theminto the agreenent. So we
continue with the state of Wo -- or Washington on a
separ at e net hodol ogy, which is the western control area.
And we continue to work with that state to see if we
can't find sone type of resolution to get a common
al | ocati on approach.

And, you know, so | guess | couldn't say at
this point that it would put an end to the 2017
protocol, but we would continue to work with the state
t hat chose not to support it and try and bring theminto
a conmon agreenent in the next round.

MR CLARK: A question that relates to your
testi nony about page 16 regarding the ECD or enbedded
cost differential. And there you, you tal k about the
2017 protocol elimnating or mtigating unintended

al | ocation consequences that were experienced under the

Litigation Services | 1.800.330.1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG PROCEEDI NGS DOCKET NO. 15-035-86 - 05/26/ 2016

1 2010 protocol. rage 22
2 And | just would like you to, if you can, be a
3 little nore specific about the nature of the unintended
4  consequences and how those are mitigated in the -- or

5 elimnated in the 2017 protocol.

6 THE WTNESS: Sure. And M. MDougal may have
7 nore specifics on the nunbers, but generally what we are
8 seeing is the enbedded cost differential growi ng over

9 time, largely depending on which side of the system

10 i nvestnents were made or if we are adding nore

11 i nvestnents, such as scrubbers, SCRs on the generation
12 pl ant.

13 Just by the nature of the calcul ation, any

14 costs that were added to the generation, and you are

15 conparing on a dollar per nmegawatt hour the difference
16  between your other generation versus hydro, that as your
17 other generation costs grew, by definition then, through
18 t he cal cul ati on, the enbedded cost differential was

19 grow ng over tine.
20 And so we saw that as a challenge, and there
21 was a lot of variability and fluctuation to it, and
22 that's where we saw t he uni ntended consequences, where
23 we thought the ECD and the -- really that allocation
24  hole that we had as a result of that, would be stable,
25 and instead we have seen it unpredictable and harder to
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forecast and grow ng over tine.

And so the fix that we have then is that the
ECD for the states that have it is either fixed for
| daho and Wom ng, and in the prior nethodology in the
2010 protocol, Wom ng had a dynam ¢ ECD, which neant
that it was nmoving over tine, where Idaho in the
original 2010 protocol agreenent was that the ECD woul d
be a fixed nunber for the duration of the agreenent.

And so it's been locked in for Idaho and
Wom ng, and Uah is zero fromyour decision. And then
for Oregon, which is the significant conponent of the
ECD;, they have the greatest share of it, it's been
agreed that it's dynamc. But it's got bands on it
between 8.2 and about 10 and a half mllion. O if we
go into year three, it would be 11 mllion, and so it's
got that range and caps on it so that we've got nore
predictability about the value that they are getting
fromthat.

And with the equalization adjustnent then,
that then is applied to each state and noves all the
states, whether they are at one end of the extrene with
the dynam c allocation nethod, or in the case of U ah,
at arolled-in nethod with no ECD, this agreenent was
hel ping to bring parties to nore of a mdpoint in terns

of arolled-in allocation with a adjustnent overlaid on
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it that was taking into consideration the discussions we

wer e havi ng on whether CPs shoul d change, whet her

wei ghtings of demand and energy shoul d change, whet her
we should go to, you know, 4 CP, 8 CP, weighted

coi nci dent peaks on sunmer nont hs.

Just a lot of issues that really came down to
not finding what specific nethodol ogy should be applied,
but a dollar anobunt the parties could agree was in the
public interest and represented a fair outcone while
still supporting a rolled-in type of approach,
especially here in U ah.

MR. CLARK: Thank you. That concl udes ny
questi ons.

MR LEVAR Ckay. Thank you. And before | go
to Conm ssioner Wite, | forgot to go to M. Sol ander,
if you had any redirect after M. Dodge's questi ons.

MR SOLANDER: If it would be okay, could I
wait until after the conm ssion's questions, or would
you like me to ask it now?

MR LEVAR | think it would be fine either
way, but if you have redirect from M. Dodge, maybe we
can go ahead with that.

MR SCLANDER: | don't have any redirect from
M. Dodge, but | do have one question based on

Commi ssi oner O ark's questions.
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MR LEVAR If you want to go with that, that

woul d be fi ne.
REDI RECT EXAM NATI ON
BY MR SCLANDER:

Q Just to clarify, is the equalization
adjustment tied to or based on the ECD?

A No, it's not. It was a negotiated nunber
anongst all the parties that's basically on a percentage
basi s conparabl e across each jurisdiction.

MR. SOLANDER: Thank you. That's all | have.

MR LEVAR Ckay. Thank you. M. Wite?

MR. WH TE: Yeah, just one question. |
recogni ze this agreenent is essentially bridging during
atime of flux with respect to a potential clean power
pl an, expansion, etc. |Is the current state of the clean
power plan affecting the conpany's analysis in this
respect in the context of the MSP agreenent? | nean, is
there a continuing ongoi ng anal ysis, notw thstandi ng
this current state?

THE W TNESS: Yes. You know, we continue to
eval uate and anal yze the cl ean power plan and how t he
conpany woul d nove forward with the inplenentation
| ooking at rate based versus nmass based. And ultimately
we believe that it will continue in sone form so we are

| ooking at how we wi |l address it and neet our
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2 MR WHTE: That's all | have.

3 MR LEVAR Okay. | just have one. What is

4 your view of the inplications to the utility or to the

5 other states fromthe position of the State of

6 Washington with respect to this?

7 THE WTNESS: | hate to speak for the state

8 representatives. Fromthe conpany's point of view, it

9 is asignificant challenge. Now, you know, their

10 met hodol ogy, if you understand the western control area,
11 is that they don't pay for common resources that are in
12 the eastern control area. But they pay for a greater

13 share then of resources that are in the west control

14 ar ea.

15 So instead of paying, you know, 9 percent of,
16 you know, say the Hunter and Huntington plants, they pay
17 zero of that. But then they are paying upwards of, you
18 know, probably close to 20 percent or greater on a

19 divisional basis of the units such as Bridger and others
20 that serve their control area.

21 So they do underpay on one hand, overpay on

22 the others. But the net inpact is that the conpany is
23 still short significantly in its cost recovery. W

24 continue to evaluate that and try to find options and

25 nethodol ogi es to address that.
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We have taken a nunber of issues to great

lengths to find a way to get proper cost recovery and
continue to struggle with that. Now, they are only
about 8 or 9 percent of the system but, you know,
that's still significant in terns of the shortfall

It has not to this point inpacted the rating
agency's view of the conpany being able to have
sufficient revenues to cover its debt obligations or its
ratings for debt borrow ng. But that woul d probably, |
t hi nk, be probably the first place that you woul d be
concerned is, are they sufficiently covering those costs
or not inpacting those so that it's not driving up costs
for the other states.

MR LEVAR Ckay. Thank you. That's the only
question | have. M. Sol ander?

MR SCLANDER: | would just nove that
M. Larsen's testinony and the exhibit thereto be
entered into the record.

MR LEVAR If there's any objection, indicate
to ne. | amnot seeing any, so that will be entered.
Thank you.

MR. SOLANDER: Thank you. Rocky Muntain
Power would like to call M. MDougal as its second
W t ness.

MR LEVAR M. MDougal, do you swear to tel

Litigation Services | 1.800.330.1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG PROCEEDI NGS DOCKET NO. 15-035-86 - 05/26/ 2016

© 00 N o o B~ W N P

N N T N T N T e N S O e e I N e
o A~ W N P O ©O 00 N oo 0o A W NN+ O

Page 28
the truth?

THE W TNESS: Yes, | do.
MR LEVAR  Thank you.
STEVEN MCDOUGAL,
called as a witness at the instance of Rocky Muntain
Power, having been first duly sworn, was exam ned and
testified as foll ows:
DI RECT EXAM NATI ON

BY MR SCLANDER:

Q Good norning, M. MDougal .

A Good nor ni ng.

Q Coul d you please state and spell your nane for
the record?

A Yes. M nanme is Steven McDougal, S-T-E-V-E-N,
MCDOUGA-L.

Q And by whom are you enpl oyed and in what
capacity?

A | am enpl oyed by Rocky Mountain Power as the
director of revenue requirenent.

Q And did you file both direct and rebutt al
testinony in this proceeding?

A. Yes, | did.

Q And are there any exhibits to your testinony?
A. No, there are not.
Q

And do you have any corrections or additions
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to your testinony that you fil ed?

A There is one mnor correction on ny rebuttal
testinony. |In nmy version the footnote on the bottom
says direct instead of rebuttal.

Q And with that one correction, if | asked you
t hose questions today, would your answers be the sane?

A Yes, they woul d.

MR SOLANDER: At this time I'd like to nmove
t he adm ssion of M. MDougal's direct and rebuttal
t esti nony.

MR LEVAR Ckay. Please |let me know if any
party has any objection. | amnot seeing any, so that
w il be entered. Thank you.

MR. SOLANDER:  Thank you.

Q (By M. Solander) And M. MDougal, have you
prepared a summary of your testinony that you would Iike
to share with the comm ssi on?

A Yes. Good norning, Chairman LeVar,

Commi ssioners Clark and Wiite. M. Larsen has already
went through nost of the 2017 protocol, so I'll try to
avoi d duplicating what he has already discussed. This
has al ready been nentioned. | filed both direct and
rebuttal testinony in this case.

In nmy direct testinony, | basically sumarize

the anal ysis that occurred during the process of the NMSP
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protocol hearings over the last three years. During

those three years, there was a | ot of broad review work
group neetings that were held.

We di scussed a | ot of options. Many of those
have al ready been nentioned by M. Larsen. W reviewed
different methods for correcting or for consolidating
the allocation nmethod to cone up with a consi stent
met hod anong st at es.

At the end of the day, what we ended up doing
was comng up with this two year agreenent that can be
extended for a third year. And as part of this
agreenent, there will be a single line itemthat will be
added to the Utah revenue requirenment cal cul ation
basically identifying the equalization adjustnment and
adding that into the revenue requirenent cal cul ations.

This was settled as part of a negotiated
amount where, because we could not cone up with other
agreenents in short-termnature, it was decided that
this was the best way to try and get everybody to a
common al | ocation net hod.

In addition to tal king about the analysis, |
tal k about the four appendices to the 2017 protocol.
Basi cal |y the appendi ces describe all of the defined
terns, the calculation of the allocation factors, both

al gebraically and by FERC count, giving what all those
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cal cul ati ons are.

So those are Appendix A B, C and then
there's also an Appendix D that explains the alternative
allocation treatnment for special contracts. So those
are all defined in ny testinmony. They are also in
M. Larsen's exhibit.

In addition to the direct testinony, | filed
rebuttal testinony. |In the rebuttal testinony I
responded to the direct testinony of M. Townsend who
recommended this comm ssion reject the 2017 protocol.
What | addressed there was that, as part of the 2017
protocol, there is no change in the allocation of
generation costs, including hydro cost.

They are allocated identically under both the
2017 protocol and the current allocation nethodol ogy.

So | don't viewthat there is any transfer of
hydro-related risk or any change in those risks to U ah
custoners. So | don't believe that that is sonething

t hat should be considered or that woul d inpact the

al | ocation net hod.

| also tal k about the equalization adjustnent,
and that it is not a calculation of an enbedded cost
differential or ECD. It is basically a negotiated
amount that was done to try and fill or come to a conmon

al I ocati on net hodol ogy.
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1 In addition to ny rebuttal testinony, while
2 not a party to this proceedi ng, Kennecott Utah Copper
3 submitted public comments in which they construe the
4  neaning of Section 10 or Section X. It's a Ronman
5 nunmeral. | address those issues and just briefly state
6 the conpany's position that the |anguage was negoti at ed.
7 Al the |anguage states that this conm ssion reserves
8 the right to nake the deci sion.
9 A stated objective of the cost allocation
10 method is really the devel opnent to arrive at a solution
11 that is fair, just, reasonable and in the public
12 interest. And | believe that the 2017 protocol
13 acconplishes that task. And | would also add mne to
14 M. Larsen that | would encourage this commssion to
15 consider it and to approve the 2017 protocol as filed.
16  Thanks.
17 Q Does that concl ude your sunmmary?
18 A Yes, it does.
19 MR SCLANDER: M. MDougal is available for
20 questions fromthe conm ssion or cross-exam nation by
21 the parties.
22 MR. LEVAR.  Thank you. M. Jetter?
23 MR JETTER  No questions fromthe division,
24  thank you.
25 MR LEVAR  Thank you. M. d sen?
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MR OLSEN. No questions fromthe office.

MR LEVAR M. Dodge?
MR DODGE: Thank you, M. Chairnman.
CROSS- EXAM NATI ON
BY MR DODCE:

Q Good norni ng, M. MDougal

A Good nor ni ng.

Q The 2010 protocol, as adopted anpong the states
that do apply it, |leaves the conpany with an allocation
hol e, correct?

A That is correct.

Q And it's because of differing treatnent of the
enbedded cost differential anong the states, correct?

A That is correct. |If you |ook at the
all ocation nethod as currently applied in our different
states, all of the states approved the 2010 protocol,
but the 2010 protocol, as originally agreed to, included
a fixed enbedded cost differential or ECD.

I n approving that, Uah's enbedded cost
differential is basically zero, leaving it at rolled in.
And then Wom ng and Oregon both approved it, but rather
t han approving a fixed enbedded cost differential, they
went and used a dynam c that is recal cul ated every year,
and that is creating a difference.

Q And in the 2017 protocol negotiations, the
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attenpt in part, or at least as it ended up resulting

with the equalization adjustnment, was an attenpt to plug
that hole to a certain point, correct?

A | wouldn't say it was really to plug the hole
or to change the equalization or to fix the ECD. Wat
really the original intent was was to cone up with an
al | ocation nethodol ogy that all states could agree on
t hat gave the conpany the opportunity to recover a
hundred percent of our costs.

So in |ooking at the nethodology and trying to
come up with a way that the conpany has the opportunity
to recover all of our prudently incurred costs, as
described by M. Larsen, there was a whol e bunch of
different options. There were options where we were
| ooki ng at changi ng the nunber of coincident peaks,
changi ng the demand energy wei ghting, changing
al l ocations of certain conponents.

And there was a whol e bunch of discussions.
Al'l of themwere designed to come up with a consistent
al l ocation nmethod. At the end of the day what ended up
occurring is that, because of the short-term nature,
because of the uncertainty regarding environnental
| egislation, that it was decided to come up wth nore of
an interim agreenent.

And as part of that interimagreenent, what it
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was decided was to | ook at how we can try to cone up

with a conpromise in a short-termnature, and so that's
how t he equal i zati on adjustnment came about. And the
equal i zati on adjustnent was really nmade so it was around
.2 percent of all states' revenue requirenent just to
fix that allocation gap on a tenporary basis.

Q M. MDougal, | amgoing to try hard. You and
M. Larsen both have characterized settl enent
di scussions in a particular way that | think is
i naccurate, and I amun -- disinclined to go into that
in detail because | think they are settl enent
di scussion. But you raised the issue, so | think | at
| east need to explore it.

Isn't it a fact that the equalization

adj ust ment was proposed specifically to help fill that
gap created by the different way the ECD was applied?
It wasn't done to settle differences in 4, 8 or 12 CPs
or anything el se because people couldn't agree on that.
The only agreenment could be reached was that we woul d
try and plug that hole partially. |Is that not a fair
st at enent ?

A. | think it is in the extent that, yes, we were
trying to plug the hole on an interimbasis. And to the
extent that hole is caused by differences in the ECD, we

did come up with the equalization adjustnent, and it
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2 Q In fact, if you |l ook at page 4 of your

3 rebuttal, between line 74 and 75 where you show t he

4 calculations, it starts with the total conpany hole, if

5 you will, created by the ECD, right, on that first line

6 in that table?

7 A Yes. Because what we did is, we started with

8 everybody's -- all states' revenue requirenent the way

9 it is currently calculated, and so that is the

10 adjustnent that all states are using today.

11 Q Right. So in other words, it's the ECD t hat

12 creates the 9.5 mllion dollar hole, and then the second

13 line is how nuch of that hole the parties are going

14 to -- well, the net of those. On the third line is the

15 anount that the parties are -- sone of the parties

16 agreed they would pay to try and fill that hole created

17 by different ECD adjustnents.

18 A That is correct. And that is the -- what w ||

19 be going on in the revenue requirement. And it was done

20 using this nethodol ogy as part of a negoti ated

21 settlenent because, as you nentioned, there was a | ot of

22 discussions on alternative allocation nethods during the

23 last three years. And nothing could be resolved in

24  those issues as of right now so...

25 Q If you turn to page 7 of your rebuttal
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1 M. MDougal. Beginning at Line 146 you quote from

2 M. Townsend's testinony in support of adoption or

3 approval of the 2010 protocol, correct?

4 A That is correct.

5 Q And first of all, you indicate there, as you

6 quote him-- and I'll read this and ask you to tell me

7 if | read anything wong.

8 But first UAE believes it is inmportant for the

9 various states served by the conpany to at |east attenpt

10 to devel op reasonabl e and general ly consistent cost

11 allocation nethodol ogi es.

12 Did | read that part right?

13 A That is correct. And that's really what we

14 were attenpting to do, | think, with the equalization

15 adjustnment was, all the states were trying to conme up

16 wth a reasonable and consistent allocation nethodol ogy.

17 At the end of the day, after all of the years of

18 negotiation, that was not possible. So we cane up with

19 this equalization adjustnent as a nmethod to devel op

20 reasonably and generally consistent cost allocation

21 net hodol ogi es anbng st ates.

22 Q Thank you. Now, the answer to ny question was

23 yes, | read that correctly, right?

24 A Yes.

25 Q Ckay. The reasonably -- the reasonabl e and
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1 generally consistent cost allocation nethodol ogi es anong
2 the states fromthe 2010 protocol included U ah going

3 straight torolled-in with no adjustnents, correct?

4 A That is what the final order was.

5 Q It included in Oregon and in Womng the

6 concept of an ECD but a dynami c one where it changed

7 fromyear to year, correct?

8 A That is correct. In the final orders all of

9 the states -- M. Larsen went through the history of

10 that, and yes, within the 2010 protocol, all the states
11 agreed to a generic framework. It was filed, and then
12 these differences arose as the 2010 protocol was getting
13  approved.

14 Q And then Idaho adopted it with a fixed ECD

15 correct?

16 A Correct. ldaho is the one state that approved
17 it as originally filed.

18 Q So the agreenent that M. Townsend was sayi ng,
19 the agreenent that allows generally consistent and
20 reasonabl e al | ocati on net hodol ogi es contenpl ated and
21 allowed for a fairly wide variation in how the states
22 adopted and inplenented the allocation, the 2010
23  protocol, correct?
24 A That is correct. What this really was was a
25 statenent of a goal, and we believe that that goal -- we
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shoul d be, to the extent possible, should be consistent

anong states because, as | said earlier, we believe the
conpany should be allowed at | east the opportunity to
recover our prudently incurred costs.

Q And in the 2017 protocol, the goal is the
sane, to get generally consistent and reasonabl e
al | ocati on net hodol ogi es, correct?

A That is correct. There are sonme m nor
variations. W all use the equalization adjustnent.

But there are mnor, | wouldn't say variations.
Everybody does it the sane way, but it does not add up
to a hundred percent. There will be sonme m nor
variations, as noted in that table we tal ked about
earlier, in the calculation of the ECDwthin the state
of Oregon.

Q Yeah. For exanple, Oregon is going to
continue to use a formof a dynam c ECD all ocator, where
if the trend fromthe last six years continues, that ECD
will grow even greater, correct?

A Oregon wll continue to use a dynam c ECD.
There are sone caps and floors, so it wll not grow
nearly the sane rate. Based upon our current
projections, we think that the ECD is actually sonewhat
| evel i zed off or is slowng down as far as the inpact.

And it all has to do with the underlying costs
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within that calculation. So within the state of O egon,

they agreed to a baseline and a cap, and it's a fairly
narrow cap.

Q But the point is, ny question was, if the 20
-- 2010 to 2016 nunbers were to continue -- | am not
asking you to project -- it would nean that ECD woul d
continue to grow in Oregon, and the allocation hole grow
even greater because other parties are not agreeing to a
dynam ¢ ECD, correct?

A It could continue to grow. But even if it
were, the allocation hole will be nuch snaller under
this nethodology than it is under the current
met hodol ogy. So no matter what happens within O egon, |
t hi nk what the states have done is conme up with a
conprom se that will help, at |east over the next two to
three years, until '18 or '19, depending on when we nove
to the next nethodology; it's going to help to shrink
t he size of that gap.

Q But as in 2010, if conm ssions were to inpose
slight differences, it -- the agreenent can still
tolerate generally consistent principles that may result
inslightly different results, correct?

A | think that it could tolerate things, but I
woul d point out that this agreement was reached as a

negotiate whole. Al of the states were very interested
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2 parts; and so the 2017 protocol, | think, has to be

3 looked at as a negotiated whole. And | think it should

4  be approved by all of the states as filed.

5 Q And so given that, you would agree that this

6 conmmi ssion should wait and see that the other states

7 approve it as filed before it approves it, if it's

8 inclined to?

9 A | believe that all states should approve it as
10 a negotiated whole, and all states should approve it as
11 filed. As nentioned by M. Larsen, |daho and Wom ng,
12 nobody is opposing it. In Oegon there were hearings
13 held last week that | participated in. And those are
14 getting close to a decision so...

15 Q So they won't have to wait too |ong probably
16 to know what Wonming will do, or Oregon will do.

17 A It should be -- closing briefs are being filed
18 wthin the next few days so...

19 Q M. MDougal, do you -- in that sane, your

20 page 7 of your rebuttal where you are quoting

21 M. Townsend's testinony, do you have a copy of that

22 2010 testinony?

23 A | do not.

24 Q It's on the record in the conm ssion's docket
25 in the referenced case, which is the 02-03-504 case, and
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t he comm ssion can take adm nistrative notice of it.

But did you read that entire or other parts of his
testinony in that case or just the one sentence, the
par agraph that you cited?

A | did not read the full testinmony. | read, |
woul d say, large parts of it, but not the ful
t esti nmony.

Q You note in -- on Line 147 -- well, on 146 and
147, the quote starts, "From UAE' s perspective there are
at |l east two reasons why the agreenent should be
approved,” and first is the one you quoted, right?

A Yes.

Q And let me read what second was and see if
this is consistent with your nenory. Second, and | am
readi ng now from M. Townsend's testinony in the 2010
prot ocol docket, which again is on the record of the
conmi ssi on.

"Second, in Pacific Corp. -- in PacifiCorp's
ener gy bal anci ng account proceedi ngs, UAE has
consistently argued that a rolled-in allocation
met hodol ogy should be used in Uah rate proceedings if
an EBAis to be used in Uah in order to match ri sk and
reward. The conmm ssion has now aut horized an EBA pilot,
and the MSP agreenent will ensure that a rolled-in

nmet hodol ogy wi |l be used during that pilot period.”
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1 Did you read -- do you renenber that frZ%g?ﬂﬁ?
2 testinony?

3 A Yes, | do, and as stated in ny rebuttal

4 testinony, we believe that this is a rolled-in nethod,
5 and so we believe that we are still consistent with

6 that.

7 Q It's arolled-in nethod plus 4.4 mllion

8 dollars, correct?

9 A Vell, it's arolled-in nethod. The 4.4

10 mllion is nentioned is ny testinony, and as nentioned
11 in the testinmony of Dr. Powell, there was a | ot of

12 variations on what rolled-in neans. You can calcul ate
13 rolled-in using different CPs, using different denand
14 energy. And so | still viewthis as a consolidated

15 rolled-in nmethod. It's just, this is how we canme up
16 wth an agreenent that everybody could buy into with --
17 fromthe nmultiple states.

18 Q It's as it's rolled in as this conm ssion has
19 applied it over the last six years plus 4.4 mllion
20 dollars, is it not?
21 A Yes. It is --
22 Q It's not rolled in as it's been applied to
23 this point. You are trying to change the word
24  "rolled-in" to say it includes this non-cost-based 4.4
25 mllion dollars, aren't you?
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A What | amtrying to say is that rolled-in can

be defined a lot of different ways. And if you define
rolled-in and M. -- Dr. Powell went and quoted that the
various definitions or various calculations of rolled
in, some of themcould have increased U ah's revenue
requi rement by up to 3 percent.

This change is around a .2 percent divert is
slightly above there. And so you know, it is a
definition. W are using the sane cal cul ati on as today.
And rather than changing the cal culation, we are using
t he equalization adjustnent.

Q Nobody woul d agree to a change in the -- in
t hose allocation factors, could they, in the MSP
process?

A That is correct. Al of the statenents were
di scussi ng various changes, and I would just say it was
very pol ari zed between states.

Q | ndeed. And so however you want to color it
and regardl ess of the magnitude, this is the old
rolled-in procedure we have been using for six years in
the state plus a 4.4 mllion dollar add.

MR. SOLANDER: | believe M. MDougal has
al ready answered that question.

Q (By M. Dodge) That's correct, is it not,
t hough, M. MDougal ?
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MR LEVAR And | think I"mgoing to agree

that it's a repetitive question.

MR DODGE: He tends -- he won't say yes. He
has to explain things. So | amtrying to get himto say
yes. | don't think he ever said that.

THE WTNESS: | agreed to it and then
expl ained what it was really doing.

MR DODGE: | apologize. | didn't hear him
ever say yes. | just heard himtry and give his spin on
it, but okay. No further questions. Thank you.

MR LEVAR Ckay. M. Solander, any redirect?

MR. SOLANDER: Yes, thank you.

REDI RECT EXAM NATI ON
BY MR SCLANDER:

Q So you nentioned that Dr. Powel | analyzed a
broad range of nunbers that could still be considered a
rolled-in calculation; is that right?

A That is correct. |If | said he analyzed, it
was actual ly anal yzed as part of the conpany, and the
conpany submtted it. And he referred to it in his
t esti nony.

Q kay. And those anal yses showed a w de range
of potential outcones; is that right?

A That is correct.

Q And what was the range?
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1 A The range, as quoted in his testinnny,Pa%24g
2 negative .05 percent to a positive 3 percent, if |

3 remenber correctly.

4 Q And 3 percent is what on a dollar basis?

5 A Three percent would be over $50 million Utah
6 al | ocat ed.

7 Q Wul d you say that the 4.4 mllion dollar

8 nunber that was agreed to is a reasonabl e conpromn se?
9 A | definitely agree that it's a reasonable
10 conprom se.
11 MR. SOLANDER: Thank you. | have no further
12 guesti ons.
13 MR. LEVAR  Any recross?
14 MR. DODGE: No. Thank you.
15 MR. LEVAR kay. Thank you. Conm ssioner
16 C ark?
17 MR. CLARK: No questions. Thank you.
18 MR. LEVAR  Conmi ssi oner Wite?
19 MR. VWHI TE: No questions. Thank you.
20 MR. LEVAR | would |ike to ask about one
21 I ssue, and | don't want to the clinb too far down this
22 rabbit hole, but on page 9 of your rebuttal, you state
23 that you disagree with Dr. Powell's conclusions with
24 respect to the nmerger fairness prem um
25 And 1'd like to understand. |s your
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di sagreenent that you disagree with the 1990 and 199

orders that the conm ssion issued? O do you believe

Dr. Powel | has inaccurately summarized those deci sions?

THE WTNESS: | don't think it's really that
he's summarized themincorrectly. | don't believe --
well, | mentioned two things. One, | don't think it's

conpletely relevant here. Two, in those decisions it
was al ways designed that there would not be an i nmedi ate
cut to rolled-in, that the comm ssion would get there
over a nunber of years.

What he is |ooking at and what he calls a
fairness premiumis the difference between rolled in and
what we did allocate as if we had i medi ately changed
al location nethods. | don't think that was ever
anticipated. There was always an antici pation that
there woul d be charges because Utah's rates were
considerably less -- were considerably higher than the
Paci fic Power states at the tinme of the 1989 merger.

So it's just, you know, how -- it's nore the
wordi ng or the characterization

MR LEVAR Ckay. Thank you. M. Sol ander?

MR. SOLANDER: Thank you. That concl udes
Rocky Mountain Power's case in chief.

MR. LEVAR. (kay. Thank you, M. MDougal .

THE W TNESS: Thank you
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MR LEVAR M. Jetter?

MR. JETTER. Thank you, M. Chairman. The
division would like to call Dr. Artie Powell as its
wi t ness today.

MR. LEVAR. Dr. Powell, do you swear to tel
the truth?

THE W TNESS:. Yes.

MR. LEVAR  Thank you.

ARTI E POWELL,
called as a witness at the instance of the Division of
Public Uilities, having been first duly sworn, was
exam ned and testified as foll ows:
DI RECT EXAM NATI ON
BY MR JETTER

Q Good norning, Dr. Powell. Wuld you pl ease
state your name and occupation for the record.

A My name is Artie Powell. | work for the
Division of Public Uilities. | amthe nmanager of the
ener gy section.

MR. LEVAR |s your m crophone on?

THE WTNESS: It looks like it's on but --

MR. LEVAR: Maybe pull it alittle closer.

THE W TNESS: Here?

MR. LEVAR That's better.

THE W TNESS: Ckay.
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1 Q (By M. Jetter) In the course of the past few
2 years, have you had the opportunity to participate in

3 the negotiations that led up to this agreenment, as well
4 as the review of the application by the conmpany in this
5 docket?

6 A Yes.

7 Q And did you create and cause to be submtted
8 to the comm ssion both direct and rebuttal testinony?

9 A Yes, | did.

10 Q And that included three exhibits, DPU Exhi bit
11 1.1, 1.2 and 1.3D in your direct testinmony; is that

12 correct?

13 A That's correct.

14 Q Do you have any corrections or edits that you
15 would like to make to either of those?

16 A Not that | am aware of.

17 Q And if asked the sanme questions contained

18 wthin each of those prefiled testinonies, would you

19 answer the sane as they are in the testinonies?
20 A. Yes, | woul d.
21 MR JETTER | would nove with that to enter
22 both the direct and rebuttal testinony of Dr. Powell
23 into the record.
24 MR. LEVAR. Thank you. [|'Il ask any party to
25 indicate if you have any objection. |'mnot seeing any

Litigation Services | 1.800.330.1112

www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG PROCEEDI NGS DOCKET NO. 15-035-86 - 05/26/ 2016

Page 50

1 objection, so that would be entered.
2 MR. JETTER  Thank you
3 Q (By M. Jetter) Wuld you like to briefly
4 summarize the testinony that you provided in this
5 docunent?
6 A Yes. | think | can be very brief. The
7 conpany's w tnesses have al ready gone over the
8 settlenent agreenent, and | think they did a good job in
9 summarizing that. Basically nmy summary is really on the
10 | ast page of ny testinony, lines 264 to 270.
11 The division is recommendi ng that the
12  conm ssion approve the protocol as filed. As | talked
13 about in ny testinony, it is a full rolled-in allocation
14  nethod that the comm ssion has stated on numerous tines
15 since the original nmerger in 1989 that it would like to
16 get to. |It's consistent with cost causation principles.
17 And with the -- consistent also with the planning and
18 operation of a single system
19 | also tried to denonstrate that the
20 equalization adjustnent that has been tal ked about this
21 norning is reasonable. And we believe that since the
22 protocol is short lived and it insulates Utah fromthe
23 decisions that other states are nmaking at this tineg,
24 that it's in the public interest. And that would
25 conclude ny summary, | believe, at this tine.
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1 MR JETTER  Thank you. | have no furthz‘?lge >
2 questions for Dr. Powell, and he's avail able for

3 commi ssion questions or cross-exam nation fromthe other
4 parties.

5 MR LEVAR Okay. Thank you. M. Sol ander?
6 MR SCLANDER: No questions. Thank you.

7 MR LEVAR  Thank you. M. O sen?

8 MR. OLSEN. No questi on.

9 MR LEVAR M. Dodge?

10 MR. DODGE: No questions.

11 MR, LEVAR  Conm ssi oner Wite?

12 MR VWH TE: No questions.

13 MR LEVAR M. dark?

14 MR CLARK: No questions. Thank you.

15 MR LEVAR Okay. Thank you. | don't have
16 anything for you.

17 THE W TNESS: (kay.

18 MR. LEVAR Thank you. That was easy.

19 Anything further, M. Jetter?

20 MR JETTER No, M. Chairman. The

21 division -- that's the only witness for the division

22  today.

23 MR LEVAR kay. Thank you. M. d sen?

24 MR OLSEN. Thank you. The office would I|ike
25 to call Mchelle Beck.
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MR. LEVAR. M ss Beck, do you swear to te

the truth?

THE WTNESS: Yes, | do.

MR LEVAR  Thank you.

M CHELLE BECK,
called as a witness at the instance of the Ofice of
Consuner Services, having been first duly sworn, was
exam ned and testified as foll ows:
DI RECT EXAM NATI ON

BY MR OLSEN:

Q M ss Beck, could you state your full nane for
the record, please, and your position with the office.

A Yes. M nane is Mchelle Beck, and | amthe
director of the Ofice of Consunmer Services.

Q In the course of your duties with the office,
did you have occasion to participate in the negotiations
regarding the MSP al |l ocation that's been di scussed here
t oday?

A Yes, | did. The office fully participated in
all of the various neetings in reviewing the different
sets of analyses that were released as part of that. I,
personal |y, attended many of the neetings, especially
the ones held at the end during which the conprom se was
crafted.

Q Thank you. And did you, as a cause, did you
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create or cause to be created direct testinony in which

you submitted to the conmm ssion on March 16th, 20167?

A Yes, | did.

Q If | were to ask you all the questions again,
woul d your answers still be the sane?

A Yes, they woul d.

Q So do you have any other -- any kind of
correction or nodification at this tine?

A No.

MR. OLSEN. | ask that the direct testinony be
submtted at this tine.

MR LEVAR |I'll ask any party who objects to
indicate to me. | amnot seeing any objection, so that
will be entered. Thank you.

MR COLSEN. Thank you.

Q (By M. Osen) Do you have a summary for the
conmi ssi on?

A A very brief one. Basically, |I amhere today
to support the office's position in favor of the 2017
protocol. As | stated in ny testinony, we have a few
primary reasons for supporting this protocol. The 2017
protocol essentially sets our Utah rates using the
rolled-in allocation nethod unchanged from before in
terns of allocation factors or the other inputs.

But instead of any of those sorts of changes,
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1 it does include the nonetary adjustnent that's been
2 discussed in front of you already. The conpany w ||
3 continue to plan and operate its generation and
4 transm ssion systemon an integrated basis to achieve a
5 least cost, least risk resource portfolio for custoners.
6 The office has always believed that this integrated
7 system provides benefits to custoners.
8 And finally, the agreenment is short termin
9 nature. It includes sone studies and a process for
10 nmoving forward. And we think it is in the public
11 interest to nove the discussion forward with this
12 short-termagreenent. So in summary, we recomend its
13 inprovenent -- its approval, and we believe it wll
14 result in just and reasonabl e rates.
15 Q Do you have anything further?
16 A No.
17 MR OLSEN. M ss Beck is available for
18 cross-exam nation or questions fromthe conm ssion.
19 MR LEVAR Thank you. M. Sol ander?
20 MR. SOLANDER: No questions. Thank you.
21 MR LEVAR Ckay. M. Jetter?
22 MR. JETTER  No questions. Thank you.
23 MR LEVAR M. Dodge?
24 MR DODGE: Yes, very briefly. Thank you.
25 CROSS- EXAM NATI ON
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1 BY MR DODCE:

2 Q Ms. Beck, just one set of questions. The tine

3 the office agreed to support the 2017 protocol, were you

4 aware of the conpany's intent legislatively to try and

5 change the EBA sharing nechani sn?

6 A No. | was not aware of that during the -- any

7 of the discussions.

8 Q And is that sonmething you think that you woul d

9 like to have been -- have known about at the tine you

10 agreed to support this?

11 A Yes. | actually think I have been pretty

12 consistent, and sone m ght say vocal, about ny

13  disappointnent in not having heard about that until

14 after the discussions were conplete.

15 MR DODGE: Thank you. No further questions.

16 MR LEVAR Any redirect, M. dsen?

17 MR. OLSEN. Just one.

18 REDI RECT EXAM NATI ON

19 BY MR OLSEN

20 Q M ss Beck, M. Dodge has referred to a

21 circunmstance that -- which you were not aware at the

22 time you signed. Does that fact in any way change

23 your -- the office's position in support of this

24  submttal ?

25 A No. We, | and the office, continue to believe
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t hat based on the circunstances of the negotiations and

the positions taken by the various parties in the MP

that the 2017 is a reasonabl e and good out cone.

MR. LEVAR:. Thank you. Is that all?

MR OLSEN. That's all. Thank you.

MR. LEVAR: Any recross?

MR DODGE: No, thank you

MR. LEVAR  Commi ssi oner \Wite?

MR. VWHI TE: No questions.

MR LEVAR M. dark?

MR. CLARK: | don't have a question. But
since this may be ny |ast opportunity, | just want to

acknow edge the efforts of the parties in the area of
the nulti-state process. | just recognize it's very
challenging, it's very cunbersone since it involves so
many states, so many parties, so many stake hol ders.

And | just wanted to express ny personal
appreciation for all who continue to work very
diligently to protect and further Utah's interests as a
part of a nulti-state system So thank you for the
opportunity to do that.

MR. LEVAR. And | don't have anything el se.
So thank you, Mss Beck. M. O sen, anything else?

MR. OLSEN: Nothing further.

MR LEVAR  Ckay.
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1 MR VWH TE: Chair Levar, could I just nake a
2 clarification? |Is there an opportunity at the end if
3 there's questions as a panel to other w tnesses --

4 MR LEVAR | think, yeah, if you or -- if

5 either of the two comm ssioners have further questions
6 for witnesses after everyone's done, | don't see any

7 reason not to do that.

8 MR WH TE: Ckay. Thank you.

9 MR LEVAR M. Dodge?

10 MR. DODGE: Thank you, M. Chairman. UAE

11 calls Neal Townsend.

12 MR. LEVAR. M. Townsend, do you swear to tell
13 the truth?

14 THE WTNESS. | do.

15 MR LEVAR  Thank you.

16 NEAL TOANSEND,

17 called as a witness at the instance of the UAE, having
18 been first duly sworn, was exam ned and testified as
19 follows:
20 DI RECT EXAM NATI ON
21 BY MR DCDCE:
22 Q M. Townsend, would you pl ease give your full
23 name and for whom you work and on whose behal f you are
24  appearing.
25 A My nane is -- is this on? Neal Townsend,
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1 NE-A-L, T-OWNS-E-ND. | ama principal with ElgggruaySS
2 Strategies, a local consulting firm | represent the

3 UAE intervention group in this proceeding.

4 Q M. Townsend, did you cause to be filed in

5 this docket UAE Exhibit 1.0 which is your direct

6 testinony?

7 A Yes, | did.

8 Q And does that testinobny represent your sworn
9 testinony here today?

10 A. Yes, it does.

11 Q Any changes to that testinony?

12 A Not that | am aware of.

13 MR DODGE: M. Chairman, | nove the adm ssion
14 of UAE Exhibit 1.0.

15 MR LEVAR I'Ill ask any party who objects to
16 indicate. And | amnot seeing any indication, so that
17 wll be entered. Thank you.

18 Q (By M. Dodge) M. Townsend, do you have a

19 brief summary of your testinony?

20 A | do.

21 Q Pl ease offer that.

22 A In ny testinmony | recommend that the

23  conmm ssion deny Rocky Muntain Power's application for
24  approval of the 2017 protocol, including Section 14, the
25 Utah specific ternms entered into anong Pacifi Corp, or

Litigation Services | 1.800.330.1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG PROCEEDI NGS DOCKET NO. 15-035-86 - 05/26/ 2016

© 00 N o o B~ W N P

N N T N T N T e N S O e e I N e
o A~ W N P O ©O 00 N oo 0o A W NN+ O

Page 59
RWP, the Division of Public Uilities and the Ofice of

Consuner Servi ces.

The 2017 protocol should not be approved
because it msaligns the cost and risk born by Uah rate
payers. Currently RVP has an energy bal anci ng account
that will soon allowit to fully recover a pro rata
share of the difference between the actual net power
cost and the normalized net power cost in base rates for
the Utah rate payers.

One of the causes of this difference is the
cost associated with fluctuations in generation from
RMP's hydroel ectric generating stations. Under the
terns of the 2017 protocol, Utah would not only pick up
a pro rata share of RWMP' s generation costs under the
rolled-in dynam c allocation nethod, but also pick up an
additional 4.4 million dollars a year to fill a share of
t he hol e caused by differing allocation nmethods used by
each state in which PacifiCorp provides electric
servi ce.

In ny opinion, allowwing RW to fully recover a
pro rata share of the actual net power costs from Utah
rate payers while at the same tinme burdeni ng U ah
customers with an additional 4.4 mllion annually above
its pro rata share of system generation costs creates a

m sal i gnment of costs and ri sk.
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1 For this reason, | believe the 2017 proli(il)gceol60

2 would not produce just and reasonable rates in Utah.

3 Consequently, | recomend the conmm ssion deny the

4 application, including the Uah state-specific terns.

5 Inits place, I reconmend the conmm ssion direct RW to

6 use the rolled-in allocation nethod as it is currently

7 defined. That concludes ny sumary.

8 MR. DODGE: Thank you. M. Townsend is

9 available for cross-exam nation.

10 MR. LEVAR  Thank you. M. Sol ander?

11 MR. SOLANDER: Yes. Thank you.

12 CRCSS- EXAM NATI ON

13 BY MR SOLANDER:

14 Q Could you turn to page 7 of your prefiled

15 testinony.

16 A Sure. | amthere.

17 Q On Line 138 you reference the benefits of the

18 hydro system and t hen say that the 2017 protocol would

19 nove sonme of the benefits from Utah through the

20 equal i zation adjustnent; is that right?

21 A Yes.

22 Q And then on page 9 of your testinony,

23  beginning on Line 185, that |ast sentence, could you

24 read that?

25 A "G ven the current regulatory and ot her
Litigation Services | 1.800.330.1112

www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG PROCEEDI NGS DOCKET NO. 15-035-86 - 05/26/ 2016

© 00 N o o B~ W N P

N N T N T N T e N S O e e I N e
o A~ W N P O ©O 00 N oo 0o A W NN+ O

: Page 61
ci rcunst ances, UAE cannot support the 2017 prot ocol

since it unfairly assigns additional revenue requirenent
obligations to Utah above the rolled-in allocation

nmet hod for hydro-related costs while | eaving U ahns
subject to all of the net power cost risk of hydro
resources.”

Q So in both cases you say that it is -- the EA
is for hydro-related costs; is that right?

A Not totally but in part.

Q | s there anywhere -- can you point nme to where
in the 2017 protocol docunent that it says that it's
related to hydro cost?

A Vell, | think it"s inplicit if you |ook at the
way that the nunbers are presented. |Included within
t hose nunbers is a portion of hydro-related ri sk.

Q So it's not in the 2017 protocol anywhere --

A In words | don't think it is, but in nunbers
it is.

Q And couldn't any other party argue that it's
for other risks not related to hydro?

A |"d like to see that argunent. | don't think

it's possible.
Q But it's -- that argunent is just as nuch
contained in the 2017 protocol as your argunent related

to hydro-related risks?
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1 A | haven't thought of that. Ask that agafﬁge >
2 Q That's nothing in the 2017 protocol related to
3 hydro-related risks or any other related risks that a

4 party mght argue?

5 A Vell, | think if you | ook at the nunbers, the
6 hydro-related risks are in there.

7 Q But it's not called out in the 2017 protocol

8 as the agreenent anong the parties?

9 A Wl |, there's a bunch of nunbers in the 2017
10 protocol. | think it is called out.

11 MR. SOLANDER: No further questions.

12 MR. LEVAR. Thank you. M. Jetter?

13 MR JETTER | have no questions for

14 M. Townsend. Thank you.

15 MR LEVAR kay. Thank you. M. d sen?

16 MR. OLSEN. W have no questions. Thank you.
17 MR LEVAR Any redirect?

18 MR DODGE: No, thank you.

19 MR LEVAR  Conm ssioner Wite?

20 MR WHTE | want to be careful not to

21 conflate your testinony with M. Dodge's questions. But
22 it seenmed to ne that there is sone notion or indication
23 that potentially the position of UAE would change if the
24 comm ssion were to condition approval on, | guess, the
25 total approval by other states.
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1 |s that -- does that change the positionP% ° o
2 UAE? O is that -- am| reading too nmuch into his

3 questions?

4 THE WTNESS: | think you are reading too nuch
5 into his questions. | think UAE s position is that as
6 long as we have an EBA where Utah rate payers are

7 subject to hydro risk, that we should be using the

8 rolled-in nmethod, however that's defined. And that's

9 currently defined as a 12 CP and a 75, 25 percent

10 weighting demand ener gy.

11 MR VWH TE: So there's no equivocation. |It's
12 just a straight recommendation for denial. It's not a
13 potential --

14 THE WTNESS: | suppose in the alternative,

15 you could approve it and then just set the Uah

16 equalization adjustnent to zero, and that woul d al | ow
17 the other terns of the 2017 protocol to go forward. But
18 | don't think Utah should be saddled with a 4.4 mllion
19 dollar additional revenue requirenent.

20 MR VWH TE: Let ne ask you this, and this is
21 where ny earlier question about potential questions of
22 the parties in ternms of the understanding. Wth respect
23 to the other states, it is a -- what are the potenti al
24  options for states in ternms of this agreenent wth

25 respect to, is it approval? Approval with conditions?
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1 Deni al ? rage o4
2 THE WTNESS: You know, | think there's a w de
3 range of outcones the other states could take. | can't
4  honestly speak for those other states. But | think they
5 could go forward with it if they so desired, if they

6 think it's in their interest, or they could nodify it in

7 some way or reject it. | don't know what's going to

8 happen in the other states.

9 MR LEVAR \WWat does the agreenent allow for?
10 | guess is it a conplete unwind or -- and again, | am
11 asking this with the understand of the parties.

12 THE WTNESS:. You know, | think the agreenent
13 contenpl ates sone sort of a -- if a state were to reject
14 or nodify it in some fashion, then tal ks could continue.
15 | think in the alternative, states could just adopt it
16 as it was filed or nodify it in some form And it would
17 be up to PacifiCorp and those states to deci de whet her
18 to proceed.
19 MR WH TE: Chair LeVar, is it appropriate at
20 this tinme to turn that question over to the parties if
21 they would like to address it, in terns of their
22 under standi ng of options both in the -- Uah and ot her
23 states?
24 In other words, | guess the questionis, is it
25 an approval ? Option of approval with conditions? | am
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just trying to understand. This is again pronpted by

sonme of the questions by M. Dodge's indication that
both 1 CNU and environnmental groups in Oregon have
opposed t he agreenent.

MR. LEVAR If | could just tell the forum
that | think I m ght suggest we concl ude conmm ssion
questions for M. Townsend whil e counsel have a chance
to |l ook at the question you have raised. And | don't
know if that's a question for counsel or for the
W t nesses, but we can let themthink about that.

MR VWHTE: It is probably a | egal question,
and | don't nean to throw a | egal question on you,
M. Townsend.

THE WTNESS: Well, | amnot a | awer, so
we'll go on the record for that.

MR WHTE: So with that, that makes sense
t hen.

MR. LEVAR. Okay. So are you okay if
we nove - -

MR. VH TE: Yeah.

MR. LEVAR  Conpl ete questions for
M. Townsend and nove on to that question.

MR VWHI TE: No further questions.

MR. LEVAR  You don't have any nore?

MR VH TE: No.
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Page 66
MR LEVAR M. dark?

MR. CLARK: No questions.

MR LEVAR And | don't, so thank you

THE W TNESS: Thank you very mnuch

MR LEVAR. So we have a question from
Conmmi ssi oner Wiite that seens to be directed to counsel.
Wiy don't we start with M. Sol ander.

MR. SCLANDER: Thank you. The agreenment in
paragraph -- get the nunber -- 13E does include a
provi sion regardi ng the interdependency anong states
approvals that states that if it is materially deleted,
altered or conditions approval, that if any conmm ssion
materially deletes, alters or conditions approval of the
protocol, parties shall neet and di scuss the
implications of the alteration.

So | think it would depend on if it was a
material alteration and the inpact that it had in the
opinion of the parties to the agreenent.

MR WH TE: And again, that's if there's a
alteration. |If there's a denial, | guess it falls in
the sane category. |If there's -- for exanple, if Oregon
or another state would just conpletely deny, rather than
to alter it, it would be the sane.

MR. SOLANDER: | would think so, yes.

MR WH TE: |Is there any other parties that
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want to --

MR DODGE: Just briefly, Conmm ssioner Wite,
in response to your question M. Townsend in |ight of ny
earlier questions. M. Townsend properly stated UAE s
position in the docket. M questions were ainmed at, |
guess, the enforcenent of this section E that
M. Sol ander just tal ked about.

And it would be UAE s proposal that if the
comm ssion were to approve it or approve it with a
nodi fication, a change in the equalization adjustnent to
zero as M. Townsend suggested, either way, it still
ought to be conditional upon seeing what the other
states do.

Because | would think that would -- could and
shoul d properly potentially affect either the parties
who signed its support or the comm ssion's decision to
support the allocation nethodol ogy. That was the thrust
of my question.

MR WH TE: Ckay. Thank you. |s there anyone
who el se wants to opine on the question? M. Jetter?

MR. JETTER  The only thing | suppose | would
note i s ny understanding of the agreenent and what the
parties have actually signed the agreenment to support
the 2017 protocol is that we have agreed to continue to

support it so long as the other states don't materially
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alter it.

Approval of the conm ssion and then subsequent
significant change in another state, it could be
sonewhat difficult to sort of unwind the approval. But
| think it's certainly plausible and possible. The
dollars aren't collected until at least a newrate wl|
go into effect, and so it wouldn't be a, sort of an
enmergency i nmedi ate concern. But it's something we
shoul d certainly be watching and address as soon as
woul d happen

And as far as Utah rate payers are concerned,
| think the alternative, | guess as | said, would be at
the point which these go into rates. So we'd need to
nonitor what's happening in other states.

MR WHITE: That's very helpful. Thank you.

MR COLSEN. | think it's the likelihood -- |
mean, obviously, you, as the comm ssion, would want to
be apprised of the results of any other conm ssion
action. And | suppose if -- the likely event, if it
appeared to be material to you, you would ask for,

t hrough your normal channels, to have perhaps the
division initiate an analysis and then perhaps have it
re-reviewed. | don't -- | think would not be
particularly difficult to have that happen, since it

calls out that opportunity for you as the comm ssion to

Litigation Services | 1.800.330.1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG PROCEEDI NGS DOCKET NO. 15-035-86 - 05/26/ 2016

1 look at it inits owm -- of its own terns. rage o9
2 MR. VWH TE: Thank you. | have no further

3 questions, Chair.

4 MR. LEVAR. For any of the parties or any of
5 the w tnesses?

6 MR VWHTE: No. | don't. Thank you.

7 MR. LEVAR. Do you have anything el se,

8 Commi ssi oner C ark?

9 MR. CLARK: No questions.

10 MR. LEVAR. Thank you. And | don't. So is
11 there anything else fromthe parties that need to be
12 addressed before we adjourn? | amnot seeing any

13 i ndi cation, so we are adjourned. Thank you.

14

15 (The hearing concluded at 10:24 a.m)
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CERTI FI CATE

STATE OF UTAH )
COUNTY OF SALT LAKE )

THIS IS TO CERTI FY that the foregoi ng proceedi ngs
were taken before ne, Teri Hansen Cronenwett, Certified
Real ti ne Reporter, Registered Merit Reporter and Notary
Public in and for the State of U ah.

That the proceedi ngs were reported by ne in
Stenotype, and thereafter transcri bed by conputer under
ny supervision, and that a full, true, and correct
transcription is set forth in the foregoi ng pages,
nunbered 3 through 69 incl usive.

| further certify that I amnot of kin or otherw se
associated with any of the parties to said cause of
action, and that I amnot interested in the event
t her eof .

W TNESS MYy HAND and official seal at Salt Lake
Cty, Uah, this 6th day of June, 2016.

Teri Hansen Cronenwett, CRR, RWMR
Li cense No. 91-109812-7801

My conmi ssi on expires:
January 19, 2019
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Merger Fairness Premium in Utah Rates

$ 72.00 Merger Fairness Premium (000,000)

Count Year
1 1992
2 1993
3 1994
4 1995
5 1996
6 1997
7 1998
8 1999
9 2000
10 2001

Applicable
Months
9
12
12
12

Total

Fairness Buy-Out

Count Year
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

W 00 N O UL WN R

=
o

WACC =

Grand Total

Applicable
Months
9
12
12

0.10188

Premium

in Rates
54.00
72.00
72.00
72.00
72.00
72.00
72.00
12.00

w"vmunnnvvo;md:nnnnn

S 498.00

$ 80.81

) 578.81

Premium
in Rates
54.00
72.00
72.00
72.00
72.00

*72.00
72.00
12.00

wmnnrnnnnnnn

Page 1of 4

CPl
Index
140.3
144.5
148.2
152.4
156.9
160.5
163.0
166.6
172.2
177.1

WACC
90-035-06
0.10188
0.10188
0.10188
0.10188
0.10188
0.10188
0.10188
0.10188
0.10188
0.10188

Total

Grand Total

vy nn nn

5
$

Inflation
Rate
(To 1999)
0.187
0.153
0.124
0.093
0.062
0.038
0.022
0.000
-0.033
-0.059

Premium
Fv
106.50
128.87
116.95
106.14

96.32
87.42
79.34
12.00

733.53

804.77

Artie Powell

Division of Public Utilities

N nnnnnnm

N

Exhbit No. DPU 1.1DIR
Docket No. 15-035-86

Premium
FV
64.12
83.01
80.94
78.71
76.45
74.74
73.59
12.00

543.56

71.24

614.80





Merger Fairness Premium in Utah Rates

Amortization of Merger Fairness Premium

Count

O o NOWU» b WN RO

WINNNNNRNNNNNRRRRRRBRRBRB @R
O LWL NODUDBDWNROWVLWNONDDA WN RO

$ 72.00 Merger Fairness Premium (000,000)

Year
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020

Applicable
Months
9
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

s
$
$
s
$
$
$
$
s
$
$

10 Year

Amort
72.00
64.80
57.60
50.40
43.20
36.00
28.80
21.60
14.40
7.20
(0.00)

20 Year
Amort

s
s
$
S
$
s
$
$
$
s
$
s
s
$
$
s
$
$
s
$
s

Page 2 of 4

72.00
68.40
64.80
61.20
57.60
54.00
50.40
46.80
43.20
39.60
36.00
32.40
28.80
25.20
21.60
18.00
14.40
10.80
7.20
3.60

(0.00)

nmmarnrinuvrnnovrnnonmronnonmronmrnnnmnnowmrrinn DUV UUmEOBDLU; N

30 Year

Amort
72.00
69.60
67.20
64.80

62.40

60.00
57.60
55.20
52.80
50.40
48.00
45.60
43.20
40.80
38.40
36.00
33.60
31.20
28.80
26.40
24.00
21.60
19.20
16.80
14.40
12.00

9.60

7.20

4.80

2.40

0.00

Artie Powell

Division of Public Utilities
Exhbit No. DPU 1.1DIR
Docket No. 15-035-86

Average of
10 and 30
Year Amort

72.00
67.20
62.40
57.60
52.80
48.00
43.20
38.40
33.60
28.80
24.00
22.80
21.60
20.40
19.20
18.00
16.80
15.60
14.40
13.20
12.00
10.80

9.60

8.40

7.20

6.00

4.80

3.60

2.40

1.20

0.00
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Merger Fairness Premium in Utah Rates
Present Value of Remaining Merger Fairness Premium

S 43.20 1996 Commission Determined Premium
Commission WACC (DN 97-035-01)
$ 71.24 Commission PV of Remaining Premium

8.84%

Five Year Amortization of Remaining Balance

b WN R

Annual Basis

Applicable  Premium
Premium Months "in" Rates PV
1996 S 43.20 0 S -
1997 § 34.56 10 S 2897 § 26.62
1998 § 25.92 12 S 2592 S 21.88
1999 § 17.28 12 S 17.28 S 13.40
2000 S 8.64 12 S 864 § 6.16
2001 S - 12 S - S -
Total § 80.81 S 68.06
Monthly Basis
Monthly
Year Count Month Premium PV
1997 1 1 S 2.897 2.88
1997 2 2 S 2.897 2.85
1997 3 3 S 2.897 2.83
1997 4 4 S 2.897 2.81
1997 5 5 S 2.897 2.79
1997 6 6 S 2.897 2.77
1997 7 7 $  2.897 2.75
1997 8 8 S 2.897 2.73
1997 9 9 S 2.897 2.71
1997 10 10 S 2.897 2.69
. 1998 1 11 S 2.16 1.99
1998 2 12 S 2.16 1.98
1998 3 13 S 2.16 1.96
1998 4 14 S 2.16 1.95
1998 5 15 S 2.16 1.93
1998 6 16 S 2.16 1.92
1998 7 17 S 2.16 1.91
1998 8 18 S 2.16 1.89
1998 9 19 S 2.16 1.88

Page 3 of 4
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1998
1998
1998
1899
1998
1999
1999
1999
1999
1999
1999
1999
1999
1998
1999
2000
2000
2000
2000
2000
2000
2000
2000
2000
2000
2000
2000

[
N~ O

W oo NOOLL A WN PR

20
21
22
23
24

25

26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46

Total

“rTnuwvmrinnnnnmnnrnnnnnNPUDNUVEVBRVFTOOUVVYODWL DU,

2.16
2.16
2.16
1.44
1.44
1.44
1.44
1.44
1.44
1.44
1.44
1.44
1.44
1.44
1.44
0.72
0.72
0.72
0.72
0.72
0.72
0.72
0.72
0.72
0.72
0.72
0.72

80.81 S
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1.87
1.85
1.84
122
1.21
1.20
1.19
1.18
1.17
1.16
1.16
1.15
1.14
1.13
1.12
0.56
0.55
0.55
0.54
0.54
0.54
0.53
0.53
0.53
0.52
0.52
0.51

71.24

Artie Powell

Division of Public Utilities
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‘Docket No. 15-035-86
Division of Public Utilities
Artie Powell—DPU 1.0 DIR

Will you please identify yourself for the record?
My name is Artie Powell. | am the manager of the Energy Section in the Division of
Public Utilities and my business address is in the Heber Wells Building, Fourth Floor, 160

East 300 South, Salt Lake City, Utah. | will be testifying on behalf of the Division in this

case.

Would you please summarize your educational and professional experience?

I hold a doctorate degree in economics from Texas A&M University. Prior to joining the
Division, | taught courses in economics, regression analysis, and statistics both for
undergraduate and graduate students. | joined the Division in 1996 and have since
attended several professional courses or conferences dealing with a variety of
regulatory issues including, the NARUC Annual Regulatory Studies Program (1996) and
IPU Advanced Regulatory Studies Program (2005). Since joining the Division, | have
testified or presented information on a variety of topics including, electric industry
restructuring, incentive-based regulation, revenue decoupling, energy conservation,
evaluation of alternative generation projects, qualifying facility pricing, and the cost of
capital. Forthe past several years, | have, along with other Division staff, represented

!

the Division during various meetings or discussions on inter-jurisdictional allocations.

What is the purpose of your testimony?
On behalf of the Division, | offer supporting testimony for the 2017 Protocol and
recommend that the Commission adopt the method as defined in the 2017 Protocol

documents including the appendices for purposes of cost allocation for the interim

Page |1
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Division of Public Utilities
Artie Powell—DPU 1.0 DIR

period described in Section ll, Effective Period and Expiration. | also provide historical

context for Utah’s Equalization Adjustment.

The 2017 Protocol is defined as a two-year agreement, is that correct?

Yes. Despite three years of discussions among the various representatives participating
in the multi-state process Ior MSP Workgroup, the participants were unable to come to a
consensus for a longer—térm allocation method. Thus, the 2017 Protocol agreement
expires December 31, 2018 unless a one-year extension is approved by all of the state

commissions that approve the agreement.

Do you believe the 2017 Protocol is an improvement over previous allocation

methods?

Yes. Despite the reference to “Protocol” in the title, the 2017 Protocol is a fully Rolled-
In allocation method with a fixed lump sum, jurisdictional-specific adjustment. An
exception is the Oregon adjustment, which is allowed to vary as described in Section

X1V, Additional State-Specific Terms, of the agreement.

s it important that the 2017 Protocol is a fully Rolled-In method?

Yes. Reaching a fully Rolled-In, one-system allocation method has been the stated goal
of the Utah Commission since the 1989 merger and has been repeated in numerous
dockets since. For example, in its report and order in Docket No. 02-035-04, dated
February 3, 2012, the Commission states: “for the reasons we have stated consistently

since the Utah Power and Pacific Power merger, we find the principle-based, Rolled-In

Page [2
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method and its current, rather than historical, cost-causation rationale, for determining

Utah’s revenue requirement in the public interest.” (pp. 18-19)

Are the issues preventing a longer-term consensus on an allocation method new?

Not entirely. While there may be some new issues or at least nuances to old issues, the
current inter-jurisdictional allocation issues began with the 1989 merger of two utilities
with differing cost structures: the r_elatively Iowér cost hydro-based Pacific Power and
the higher cost coal-based Utah Power. Although the merger was approved, the Utah
Commission did not determine as part of the merger case, Docket No. 87-035-27, an
inter-jurisdictional allocation method. While the Commission had concerns about
approving the merger prior to determining inter-jurisdictional allocations, the
Commissioned noted that, “Applicants assert that developing detailed allocations prior
to the merger is not essential because the Merged Company’s shareholders will assume
the risk that differing allocation methods employed by the various jurisdictions could
result in less than full cost recovery.” (Merger Order: Report and Order, Docket No. 87-
035-27, September 28, 1988, p. 62). Furthermore, the Commission concluded that, “net
positive benefits will result from the merger and that a reasonable allocation plan can
be worked out after the merger to assure that Utah ratepayers receive their appropriate

share of these benefits.” (Merger Order p. 67)

How were allocations determined after the merger?
As part of the merger order, the Commission directed the Company to “convene multi-

jurisdictional meetings within six weeks of the merger to discuss allocation issues.”
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(Merger Order, p. 96) The Company convened the PacifiCorp Interjurisdictional Task
Force on Allocations or PITA, which met several times from February 1989 through
February 1990. (Report and Order, Docket No. 90-035-06, pp. 9-10) The taskforce
developed two allocations methods: Rolled-In, which was described as a method based
on cost causation, and the Consensus. The Consensus method differed from Rolled-In in
a series of ten steps, “principle among which were direct assignment (instead of
allocation) of pre-merger plant to divisions of the merged Company, i.e., the former
Pacific Power and the former Utah Power; establishment of a hydro endowment
favoring the Pacific Division; and establishment of a transmission endowment favoring
the Utah Division.” (Doug Kirk, Draft White Paper, Utah Power & Light and Pacific

Power & Light Merger/Allocations, May 15, 2002, footnote 3)

Over the intervening years from 1990 through 1997, several additional allocation
methods, each of which retained the hydro endowment in one form another as well as
other departures from Rolled-In, were developed by PITA. However, as the Commission
concluded in the 1990 rate case, “The analysis of single-system, rolled-in costs of service
provides the only acceptable benchmark or standard by which alternative allocation
approaches, such as the Consensus Method, may be judged” and “would best promote
a single-system planning and operation.” (Report and Order, Docket No. 90-035-06,

Phase |, December 7, 1990, p. 12, 13)

Did the Commission adopt the Consensus Method for allocation purposes?
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No. However, the Commission did recognize that an immediate application of a Rolled-
In method would result in an unfair cost shift to the Pacific Division. The Commission,
therefore, aldopted a non-cost based lump sum transfer as a means to achieve merger
fairness. To estimate the merger fairness premium, the Commission adopted the results
of the Consensus Method to establish the maximum departure from Rolled-In that it
would allow for merger fairness. (1990 Order, Phase |, p. 13) The Commission set the
merger fairness premium at an approximate $72 million addition to Utah’s annual
revenue requirement.! (Report and Order, Docket No. 90-035-06 Phase I, April 10,

1992, pp. 11, 14-15)

In addition to establishing the maximum merger fairness premium, the
Commission also stated as its goal to transition to “a rolled-in method for
interjurisdictional allocations process within ten years,” with a caveat that “meeting the
fairness objective . . . may continue to require some modification of full roll-in . . . overa
transitional period no longer than the depreciation schedules and contract renewals and

terminations,” of pre-merger plant and contracts. (1990 Order Phase |, p. 14)

Finally, as part of the Phase | order in the 1990 rate case, the Commission
established eight rebuttable presumptions “to guide all further considerations of

allocation methods.” (Phase |, p. 15) Those presumptions are:

! The Commission’s 1990 order does specify “approximately.” However, as discussed below, subsequent
calculations from Docket No. 97-035-01 appear to use exactly $72 million.
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1. A fully Rolled-In allocation method will be the standard of comparison
by which alternative allocation methods will be judged.

2. Future allocation methods will not diverge further from Rolled-In cost
of service than does the Consensus method.

3. Future allocation methods must promote progress.toward the fully
Rolled-In standard.

4. With the noted caveat, ten years is a reasonable goal for the
transition to inter-jurisdictional allocations based on a fully Rolled-In
method.

5. The opportunity to lower future system cost of service due to the
Arizona Public Service contracts will be weighed against the divisional
endowments.

6. Inthe absence of a least-cost plan, it could not be presumed that the
Utah Power stand-alone company would have a higher future
resource cost than the Pacific Power stand-alone company.

7. System rather than divisional allocations should be used for all
production and transmission operations and maintenance expense.

8. All post-merger costs and non-retail revenues should be allocated

system wide.
Q: Did the merger fairness premium make it into rates at the conclusion of the 1990 rate
case?
A: Yes. The premium was in rates effective with the April 10, 1992 rate case order (Docket

No. 90-035-06) and remained in rates until the Commission authorized an end to the
premium with the final order in Docket No. 97-035-01, dated March 4, 1999. The

premium, therefore, was in rates approximately 7 years.? Thus, from April 1992 through

2 More accurately, since the Company collects its revenue on a monthly basis, one-twelfth of the premium, or $6
million, was in rates for approximately 83 months, 9 months in 1992, 2 months in 1999, and 72 months from 1993
through 1998. Although, future and present values would, because of compounding, be somewhat different if
considered on a monthly basis, | present the following analysis for 1992 through 1999 using annual values. This
makes the comparison between the merger fairness premium and the 1997 rate case “buy-out” discussed below
simpler.
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February 1999 Utah ratepayers payed on a nominal basis approximately $498 million in

merger fairness premiums.

Was that the total of the merger fairness premiums paid by Utah ratepayers?

No. As part of the 1997 rate case, Décket No. 97-035-01, the Commission authorized
that part of a pending rate refund would be used to “buy-out” the remaining value of
the merger premium. On a present value basis—that is, in “1999” dollars—the buy-out

was equal to $71.24 million.

As part of the 1997 rate case, the Commission determined that the 1996
premium amount was $43.2 million,® which was to be amortized over five years: $43.2
million for 1996, $34.56 million for 1997, $25.92 million for 1998, $17.28 million for
1999, $8.64 million for 2000, and zero thereafter. The present value of the amounts for
1997 through 1999, on a monthly basis at the Company’s authorized weighted average

cost of capital, 8.84%, yields the $71.24 million.* (See DPU Exhibit 1.1 DIR for details).

® The $43.2 million for 1996 is the average of the value for a ten year and thirty year straight-line amortization of
the $72 million merger fairness premium.

# Two adjustments are necessary to arrive at the Commission’s buy-out value. First, the Commission appears to
have used $34.76 and not the $34.56 for the 1997 premium value. Second, the 1997 premium is assumed to be in
rates only 10 months. Thus, for calculation purposes, the 1997 total remaining premium appears to be $28.97
million or $2.897 million per month.
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If the premium from 1992 through 1999 is restated in 1999 dollars then the total
premium for that period is $543.56 million. Thus, from 1992 through 1999, the total

premium in 1999 dollars, including the buy-out, totaled approximately $614.80 million.>

Since the 1997 rate case, have there been other cases where above Rolled-In costs

have been included in rates?

Yes. Since the 1997 rate case, there have been 12 rate cases in Utah. Some of these
cases used Rolled-In or an equivalent method (i.e., the Utah application of the 2010
Protocol) as the basis of cost allocation. Other cases used earlier variations of the 2010
Protocol, namely, Protocol or Revised Protocol. Under the Protocol and Revised
Protocol, the above Rolled-In costs that the Company could seek recovery of was
capped. While I have not calculated the exact amounts for this later group of cases,
some amount of above Rolled-In costs were included in the final rates approved by the

Commission.

Is the 2017 Protocol consistent with the Commission’s rebuttable presumptions?
Yes, with the exception of the fifth presumption, the 2017 Protocol is consistent with

those presumptions. Since the divisional endowments are not used for Utah’s revenue

5 There is somewhat of a mismatch in arriving at the $614.80 million. The present value of the remaining premium,
$71.24 million, was calculated using the Company’s weighted average cost of capital (WACC), 8.84%, whereas the
nominal premium of $498 million for the years 1992 through 1999 was restated in 1999 dollars using the
consumer price index or CPl. If instead, the Company’s WACC were used to restate that amount, the future value
would be considerable higher. For example, using the Commission authorized WACC from the 1990 rate case,
10.188%, the restated total premium for 1992 through 1999 would be $733.53 million. And the total premium
paid by Utah rate payers, including the buy-out, would be $804.77 million.
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requirement allocation under either the 2010 Protocol or under the 2017 Protocol, the

fifth presumption does not appear to be relevant at this time.

The second presumption states that future allocations will not depart from Rolled-In
by more than the Consensus Method. How does the Equalization Adjustment satisfy

this presumption?

As | previously discussed, the Commission adopted the results of the Consensus Method
in the 1992 rate case to establish the merger fairness premium, $72 million. There are
three factors to consider with regard to the Equalization Adjustment. First, the
Equalization Adjustment serves a different purpose than did the merger fairness
premium. Second, even though it is intended to address a different issue, the
Eqﬁalization Adjustment is less than the 1992-projected value of the merger fairness
premium for 2017 and 2018. Third, the Equalization Adjustment is similar in magnitude

to a range of potential outcomes under plausible applications of a Rolled-In method.

Would you please briefly explain the purpose of the Equalization Adjustment?

The purpose of the Equalization Adjustment is explained in Section IV.C of the 2017
Protocol. In summary, the Equalization Adjustment addresses the issue of different
jurisdictional applications of the embedded cost differential or ECD, which reflects the
hydro endowment in its current configuration, and the resulting cost allocation hole. In
contrast, the merger fairness premium was intended as a mechanism of gradualism to

lessen the impact of the adoption of a Rolled-In allocation method.

What was the 1992-projected merger fairness premium for 2017 and 2018?
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In the 1992 rate case, the Commission stated as a goal to transition to Rolled-In
allocations over ten years with the caveat that a longer time may be required for
fairness, the longer period corresponding to the time needed to depreciate pre-merger
plant, approximately 30 years. If the original merger fairness premium were amortized
over ten years, the 2017 value would be zero. However, under a 30-year amortization,
the 2017 and 2018 values would respectively be $7.2 million and $4. 8 million. (See

Exhibit No. DPU 1.1 DIR). In comparison, Utah’s Equalization adjustment is $4.4 million.

Would you please explain your third condition that the Equalization Adjustment is

similar in magnitude to the outcome of potential Rolled-In applications?

Yes. A Rolled-In method can be defined in numerous ways, and much of the discussions
and work of the MSP Workgroup centered on defining alternative allocation methods,
primarily variations of Rolled-In and divisional allocations. As part of the MSP
Workgroup meetings, the Company performed numerous studies and provided a model
to simulate various Rolled-In allocation assumptions including weighting the

classification of costs and the coincident peaks used in defining capacity.

For the most part, the divisional allocation methods proposed by various parties
relied on unrealistic simplifying assumptions and were never fully defined.
Consequently, the workgroup members were unable to come to a consensus on how a
divisional allocation method might work or perform. Additionally, the Division views the

divisional allocation proposals to be a movement away from a Rolled-In, single-system
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allocation method® and, thus, inconsistent with the Commission’s stated long-term goal

for allocations.

Rolled-In allocation can be defined in numerous ways by including different
classification weights or the number of coincident peaks. For both the 2010 and 2017
Protocols the weighting is 75% demand and 25% energy, and both utilize all 12
coincident peaks. Generally speaking, emphasizing energy in the weighting reduces
Utah’s revenue requirement while reducing the number of coincident peaks increases
Utah’s revenue requirement. DPU Exhibit 1.2 DIR, compares several combinations of
different weights and coincident peaks to a Rolled-In allocation that uses the current

75/25 weighting with 12 coincident peaks, identified as the Foundational Study.’

For example, if the demand weight is reduced for generation only from 75% to
60%, Utah’s annual revenue requirement decreases by approximately 0.05 percent. If
we also increase the weight on demand to 100 percent for transmission, then Utah’s

revenue requirement would decrease by only 0.02 percent. If the weighting is reset at

& Several parties including the Division raised the question of whether the Company could or would continue to
plan and operate a single system under a divisional allocation scheme. In the Division’s view, the proponents of
divisional allocation never satisfactorily addressed this issue. Interestingly, at the request of the Washington
Commission, PacifiCorp included in its 2015 IRP a divisional planning study. The IRP results indicate that a two-
system approach could potentially add as much as $2 billion to system costs over the IRP planning horizon.
(PacifiCorp’s 2015 IRP, Volume |, pp. 202-203)

7 The Foundational Study uses as a base 2013 actual data with forecasts of seven years, 2017 through 2022 and
2027. As shown in DPU Exhibit 1.2 DIR, the comparisons reported herein are relative to the present value of the
annual revenue requirement for the years 2017 through 2022. Other scenarios can be run using the model
submitted in DPU witness Artie Powell’s CONFIDENTIAL work papers. The weighting inputs are found on the
worksheet “Variables,” and the CP inputs are in worksheet “Factor Inputs 1,” starting in cell AQ12, and are chosen
relative to the 2017 monthly coincident peaks.
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75/25 for both generation and transmission, moving to an 8CP, four summer months
and 4 winter months, Utah’s revenue requirement increases by approximately 0.23
percent. Further restriction on the coincident peaks will further increase Utah’s revenue
requirement. A 2CP, for example, would increase Utah’s revenue requirement by

approximately 2.86%.

In summary, differ;ent definitions of Rolled-In will produce different revenue
requirements for each of the Company’s jurisdictions. For a group of plausible but non-
exhaustive combinations of weighting and coincident peaks, UtaH's revenue
requirement could decrease by as much as 0.05 percent or increase by as much as 3.0
percent. By comparison, the 2017 Equalization Adjustment for each state or
jurisdiction, except California, was originally designed as approximately 0.20% to 0.25%
of the jurisdiction’s annual revenue requirement. Accordingto thé Company’s June
2015 results of operations, Utah’s 2017 Equalization Adjustment, $4.4 million, is
approximately 0.22 percent of Utah’s revenue requirement at its authorized rate of

return.

What other aspects did the Division factor in its conclusion to support the 2017

Protocol Agreement?

The Division fully participated in the discussions and meetings of the MSP Workgroup
over the past three years. Due to differing and often conflicting objectives, the
partiéipating parties were unable to come to a consensus on a long-term allocation

method. However, as | noted earlier, the 2017 Protocol is a fully Rolled-In method, and
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is based on the current 75/25 weighting and uses a 12CP to define capacity

requirements. This is consistent with the oft stated Commission goal of transitioning to

a single-system dynamic allocation method that reflects current cost causation. This

was a priority concern for the Division from the start of the current round of MSP

meetings. Other aspects or specific elements include:

Nothing in the agreement is meant to abrogate the Commission’s or
another parties legal obligations in establishing fair, just, and
reasonable rates. (Agreement, pp. 2-3);

The 2017 Protocol is a short-term solution to the allocation issues.
(Section 11);

States continue to be insulated from incremental costs above what the
Company would otherwise incur for state specific resources to comply
with resource portfolio standards and other jurisdiction-specific
initiatives. (Section IV.A.2, 4); and

The 2017 Protocol describes a process for addressing issues arising
from State-specific actions related to “Access to Alternative Electricity
Suppliers.” (Section X).

Do you have any final comments regarding the 2017 Protocol?

Yes. There are several changes to the allocation factors found in Appendix B. | have

highlighted these changes in Exhibit No. DPU 1.3 DIR, which is adapted from an exhibit

in Docket No. 02-035-04. These changes include additions to accounts or allocations,

eliminating factors that are obsolete, or changing a factor. For example:

Peaking Plants and Cholla are no longer allocated on a seasonal factor
as they were under former allocation methods and have been removed
from Appendix B attached to the 2017 Protocol. See for example
Steam Generation, Accounts 500, 501, and 503. A footnote to the
original exhibit, which I have left in DPU 1.3 DIR, indicates these
resource costs are included in other accounts.
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e Removal of the embedded cost differential endowments and certain
Klamath Dam costs. See Account 557, Other Expenses.

e Added allocation factors for PMI (PacifiCorp Minerals Inc.) and Foreign
Tax Credit, Account 40910, Renewable Energy Tax Credit.

e Added a factor for pensions, Account 128, Pensions.
Finally, to reiterate the Division recommends that the Commission approve the 2017
Protocol for use of allocating costs and establishing Utah’s revenue requirement. The
2017 Protocol is a fully Rolled-In allocation method and, thus, is consistent with cost
causation principles and the Commission’s goal of achieving an allocation method
consistent with the planning and operation of a single system; Utah’s Equalization
Adjustment is reasonable; and the 2017 Protocol is short-lived and insulates Utah

ratepayers from specific actions of the other states.

Does that conclude your direct testimony?

Yes it does.
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Will you please identify yourself for the record?

My name is Artie Powell. | am the manager of the Energy Section in the Division of
Public Utilities and my business address is in the Heber Wells Building, Fourth Floor, 160
East 300 South, Salt Lake City, Utah. | will be testifying on behalf of the Division in this

case.

Did you file direct testimony in this docket?
Yes. |filed direct testimony, Exhibit No. DPU 1.0 DIR, dated March 16, 2016, on behalf

of the Division.

What is the purpose of your rebuttal testimony?

| offer rebuttal testimony to the unsworn pre-filed comments of Kennecott concerning
the interpretation or application of Section X.B, Utah Eligible Customer, of the 2017
Protocol. In general Kennecott's comments regarding the interpretation of Section X.B
are inconsistent with the Division’s understanding and, in our view, the intent of the
current language.

Has Kennecott to your knowledge intervened in the current proceeding?

No, not to my knowledge. However, on or about March 16, 2016, Kennecott filed what
it characterized as comments on Section X.B. Given Kennecott’s view is counter to the

Division’s and assuming the Commission will treat Kennecott’s remarks as public

comments, the Division offers its view of Section X.B for the record.

Would you please explain the Division’s view on the paragraph in question?

The Division believes the language is and was intended to be neutral regarding potential
costs arising from a Utah eligible customer taking service from a third party. The 2017

Protocol states,
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If, pursuant to Utah Code Annotated Section 54-3-32, an eligible
customer in Utah transfers service to a non-utility energy supplier, the
Public Service Commission of Utah will make determinations under
Utah law as contemplated therein. The Company will inform the State
Commissions and the Parties of the Public Service Commission of
Utah’s determinations. (Paragraph X.B, Utah Eligible Customer

Program, p. 9)

The Division’s position is that Section X.B neither prescribes nor prohibits the allocation
of costs to Utah as a result of a Utah eligible customer taking service from a third party
under UCA Section 54-3-32. The Commission will determine in an appropriate future
proceeding which if any costs are imposed on Utah rate payers through the inter-
jurisdictional allocation process or method as a result of Kennecott choosing to take
service from a “nonutility energy supplier.” Once the Commission makes its

determination, the Company will inform the other states of Utah’s decision.

In its comments, Kennecott states, “the 2017 Protocol does not impose costs on Utah
in the event an eligible customer transfers service from RMP to a non-utility supplier.”

Do you agree?

Yes, the 2017 Protocol does not impose costs on Utah. However, it also does not
prohibit costs from being imposed on Utah as a result of Kennecott or another eligible
customer leaving the system. Again the intent is neutrality—the Commission will decide

in an appropriate forum which costs if any result from Kennecott’s actions.

Hypothetically, how might an eligible customers leaving the system impose costs on

Utah through the 2017 Protocol?

If the customer’s load is included in Utah’s load for allocation purposes, the 2017
Protocol would, through the dynamic allocation factors, impose uncompensated or

unmatched costs on Utah ratepayers. Suppose for example, contrary to Kennecott’s
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claim, the Commission concludes that the Company actually plans for Kennecott’s load.
The Commission may find under this circumstance that for fairness Kennecott’s load
should, at least for a limited period, be included in the dynamic, load based allocations,

thus imposing costs on Utah.

Kennecott also claims “the 2017 Protocol does not require or recommend the
allocation of costs to Utah as a consequence of Kennecott transferring service.”

Would you agree?

Again, the 2017 Protocol does not require or recommend any allocation of costs arising
from an eligible customer’s actions. On the other hand, it does not prevent or prohibit

such allocations either.

Kennecott states that it believes, “that the 2017 Protocol assists the Commission in
making the determination required under section 54-3-32(6) by clearly stating

whether there will be ‘costs or credits allocated to Utah.”” How would you respond?

| believe the language in Section X.B speaks for itself. If the Commission finds assistance

in that language so be it.

Kennecott claims, “Unlike Section X.A, there is no provision in X.B for allocating costs

to Utah upon an eligible customer transferring service.” Do you agree?

No. Technically, except for situs treatment of specific ratepayer payments, there is no
provision for allocating costs in either Sections X.A or X.B. For the most part,
Appendices B and C specify cost allocations. What is in Section X.A is the treatment of
Oregon loads that opt for retail access. The Commission may find under a 54-3-6
determination that the treatment of loads specified in Section X.A (or a similar
treatment) is reasonable to apply to the loads of a Utah eligible customer. Thus the
same provisions of cost allocations under Section X.A (via Appendices B and C) might

apply to Section X.B.
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Kennecott states, “Section X.B of the 2017 Protocol thus leaves it to the Utah
Commission to find simply that Section X.B says nothing about costs being allocated to
Utah. In short, there is no requirement, recommendation or even suggestion in the
2017 Protocol that any costs should be imposed on Utah resulting from Kennecott’s

transfer of service.” How would you respond?

The Language in Section X.B is as it was intended, neutral. There is no requirement but
there is also no prohibition of costs being imposed on Utah as a result of an eligible
customer taking electric service from a third party under Utah Code Annotated § 54-3-

32.

Kennecott says that it “supports Section X.B to the extent it means that the
interjurisdictional allocation methodology described in the 2017 Protocol would
impose no costs on Utah as a result of Kennecott’s transferring service.” Please

respond.

Section X.B of the 2017 Protocol does not necessarily impose costs on Utah. However,
costs may be imposed on Utah depending on the Commission’s determination under an
investigation pursuant to Utah Code Annotated § 54-3-32. Again, Section X.B is neutral
and does not dictate the outcome of the proceeding yet to be held before the

Commission.

Kennecott requests that the Commission “acknowledge that the 2017 Protocol does
not require or allow costs to be allocated to Utah as a result of Kennecott’s
transferring service under Section 54-3-32.” Does the Division support Kennecott’s

request?

No, the language in Section X.B is neutral, it neither requires nor prohibits the allocation
of costs to Utah as a result of Kennecott or any other eligible customer transferring
service under 54-32-6. As | previously stated, the Division’s position is that the

Commission will determine in an appropriate future proceeding which if any costs
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would be imposed on Utah rate payers as a result of Kennecott choosing to take service
from a “nonutility energy supplier.” If Kennecott then leaves, Utah and other states

would address the departure’s effects on state-by-state allocations.

Does that conclude your rebuttal testimony?

Yes it does.
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 1   May 26, 2016                                 9:02 a.m.

 2                     P R O C E E D I N G S

 3             MR. LEVAR:  Good morning.  We're here for

 4   Docket 15-035-86, In the Matter of the Application of

 5   Rocky Mountain Power for Approval of the 2017 protocol.

 6   Why don't we start with appearances.

 7             MR. SOLANDER:  Good morning, Chairman LeVar.

 8   Daniel Solander appearing on behalf of Rocky Mountain

 9   Power, and I have with me at the counsel table our two

10   witnesses, Jeffrey Larsen, vice president of regulation,

11   and Steve McDougal, director of revenue requirement.

12             MR. LEVAR:  Okay.  Thanks.

13             MR. JETTER:  Good morning.  I'm Justin Jetter

14   with the Utah Attorney General's office.  I represent

15   the Utah Division of Public Utilities, and with me at

16   counsel table is Dr. Artie Powell.

17             MR. LEVAR:  Okay.  Thank you.

18             MR. OLSEN:  I'm Rex Olsen.  I represent the

19   Office of Consumer Services, and at counsel table with

20   me is Michelle Beck, the director of the Office of

21   Consumer Services.

22             MR. LEVAR:  Okay.  Thank you.

23             MR. DODGE:  Gary Dodge on behalf of UAE, and

24   our witness, Neal Townsend, is with me at the table.

25             MR. LEVAR:  Okay.  Thank you.  Is anyone aware
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 1   of any preliminary matters we should deal with before we

 2   just go right into the testimony?  Mr. Solander?

 3             MR. SOLANDER:  Not that I'm aware of.

 4             MR. LEVAR:  No?  I am not seeing any other

 5   indications, so we will go ahead with Mr. Solander.

 6             MR. SOLANDER:  Thank you.  Rocky Mountain

 7   Power would like to call its first witness, Jeffrey

 8   Larsen, in support of its application for approval of

 9   the 2017 protocol.

10             MR. LEVAR:  Mr. Larsen, do you swear to tell

11   the truth?

12             THE WITNESS:  Yes, I do.

13             MR. LEVAR:  Thank you.

14                      JEFFREY K. LARSEN,

15   called as a witness at the instance of Rocky Mountain

16   Power, having been first duly sworn, was examined and

17   testified as follows:

18                      DIRECT EXAMINATION

19   BY MR. SOLANDER:

20        Q.   Good morning.

21        A.   Morning.

22        Q.   Would you please state and spell your name for

23   the record.

24        A.   Yes.  My name is Jeffrey K. Larsen.

25   J-E-F-F-R-E-Y, K middle initial, and Larsen,
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 1   L-A-R-S-E-N.

 2        Q.   And by whom are you employed and in what

 3   capacity?

 4        A.   I am employed by PacifiCorp in Rocky Mountain

 5   Power division, and I am the vice president of

 6   regulation.

 7        Q.   And as the vice president of regulation, were

 8   you involved in the negotiations that led to the 2007

 9   protocol?

10        A.   Yes, I was.

11        Q.   And did you file testimony along with one

12   exhibit in support of that --

13        A.   Yes, I did.

14        Q.   -- 2017 protocol?  And have you prepared a

15   summary of your testimony that you would like to share

16   with the commission today?

17        A.   Yes, I would.  And I do have one correction on

18   my testimony.

19        Q.   And what is that correction?

20        A.   On page 22, Line 476, very top.  The sentence

21   should read, after eligible, there should be customer.

22   So the eligible customer will not be used by -- will not

23   be used by other customers as a direct result of the

24   eligible customer transferring service.

25        Q.   And with that one correction, if I ask you the
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 1   same questions that are in your prefiled testimony

 2   today, would your answers be the same?

 3        A.   Yes.

 4             MR. LEVAR:  If I -- I am not sure I understand

 5   the correction.  I am looking at Line 476, and maybe if

 6   you could walk us through that correction again.

 7             THE WITNESS:  Yeah.

 8             MR. LEVAR:  Because I have the phrase "an

 9   eligible customer elects" on my, on my copy.

10             THE WITNESS:  Yeah.  So starting in Line 475,

11   No. 2, cost of facilities used to serve the eligible

12   customer that will not be used by other customers as a

13   direct result of the eligible customer transferring

14   service.  So there is a "customer" missing after

15   "eligible" in that line.

16             MR. LEVAR:  I wonder if my line numbers are

17   different.

18             MR. TOWNSEND:  I think that line 482 may be

19   where you might --

20             MR. LEVAR:  Four eighty --

21             MR. TOWNSEND:  482.

22             THE WITNESS:  We have differing line numbers?

23             MR. TOWNSEND:  Yeah.  I think so.  It's under

24   bullet point two.

25             THE WITNESS:  Bullet number two.
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 1             MR. LEVAR:  Okay.  Would you read through the

 2   language again.

 3             THE WITNESS:  Yeah.  Cost of facilities used

 4   to serve the eligible, insert customer, that will not be

 5   used by other customers.

 6             MR. LEVAR:  Okay.  Thank you.  That's on Line

 7   483 of my copy.

 8             THE WITNESS:  Okay.

 9             MR. LEVAR:  Thanks.  Sorry for the

10   interruption.

11             MR. SOLANDER:  Thank you.

12        A.   All right.

13        Q.   (By Mr. Solander) With that second correction,

14   please proceed with your summary.

15        A.   All right.  Good morning, Chairman LeVar,

16   Commissioners Clark and White.  I am very pleased to be

17   here representing the company this morning to support

18   the company's application for the approval of the 2017

19   protocol stipulation that's been reached by certain

20   parties in this docket and present the company's view of

21   the stipulation and the 2017 protocol.

22             As you know, we filed December 31, 2015, for

23   the approval of the application.  This really culminates

24   the work of over three years of parties participating in

25   the multi-state process, and particularly the broad
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 1   review work group that's been working since 2012

 2   reviewing and analyzing various issues and proposed

 3   modifications to the existing 2010 protocol.

 4             And I appreciate the work that all the parties

 5   put into it.  Significant work, meetings, discussions

 6   have occurred over the last three years to come to a

 7   point where we reached an agreement with a number of

 8   parties.  In Utah in particular, we reached agreement

 9   with the Division of Public Utilities and the Office of

10   Consumer Services.

11             And in our other states, we had agreements

12   with various parties in Wyoming, Idaho and Oregon

13   supporting the 2017 protocol and the stipulation that

14   was reached.

15             Through the process, the parties worked with

16   the intent to continue to achieve equitable resolutions

17   of multi-jurisdictional allocation issues that would be

18   in the public interest, and we believe that the 2017

19   protocol reaches, reaches that goal.  And I support it

20   as being in the public interest.

21             My testimony covers kind of the process that

22   we went through to reach the agreement, as well as

23   introduces and explains the various provisions of the

24   2017 protocol.

25             And so just stepping back and giving a little
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 1   bit of history and the process that we went through, the

 2   MSP process was really instituted and started in about

 3   2002 with the MSP work group established and the broad

 4   review work group, looking at inter-jurisdictional

 5   allocation issues across our six state jurisdictions

 6   really to consider the cost allocation of a

 7   multi-jurisdictional utility.

 8             From that work, the first agreement that was

 9   established was a revised protocol that then led to the

10   2010 protocol, and that's been in place since about 2010

11   and has been used for allocations and establishment of

12   revenue requirement for the company in its -- in four of

13   its jurisdictions primarily that were signatories to

14   that and also has been used in California.

15             And that's the current method, but in that

16   2010 protocol, there was a time certain when that

17   agreement would expire.  That agreement was to be used

18   for any applications filed by the company through

19   December 31, 2016, and so, you know, potentially it

20   could go into 2017 in terms of rate setting if an

21   application was filed before December 31, 2016.  But we

22   definitely had an end date to where we needed to review

23   and agree on a new allocation methodology.

24             And so the parties, as I said, have worked for

25   three years in trying to identify and come up with a
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 1   more durable agreement and a process after 2016 to be

 2   used for rate setting purposes.  And in that process,

 3   parties were really working and trying to identify a

 4   more durable, permanent solution that we could use going

 5   forward.

 6             But there were a number of issues and

 7   challenges, a number of items that were still creating

 8   some uncertainty in term of impacts to our cost

 9   structures.  And so the parties worked to find an

10   interim agreement that we could use for a shorter period

11   of time while the company continued to evaluate a number

12   of issues.

13             And those were identified in the agreement,

14   such things as, you know, the potential for a divisional

15   allocation methodology or structural separation, looking

16   at the impacts of the clean power plan, 111(d) EPA

17   requirements, and other issues that would have the

18   potential for impacting the allocation of common costs

19   that are shared amongst the states.

20             And so we agreed to a more shorter term

21   interim agreement, if you will, while we worked through

22   some analysis.  And we have established a process that

23   we would then bring back and review, on an annual basis,

24   information that we have identified and studied that we

25   would be doing.
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 1             In going through the process, the broad review

 2   work group established a number of principles to help

 3   the group drive the analysis and the discussions, and

 4   those are identified in my testimony.

 5             Allowing states to maintain their own autonomy

 6   in terms of reviewing the costs, being able to have the

 7   flexibility to set their own class cost of allocations

 8   within the states, equitable solutions that allowed the

 9   companies -- the company to recover its costs, while

10   having principles of cost causation that underlie the

11   allocation of the costs, a method that would be

12   sustainable and promote rate stability and would be easy

13   to administer.

14             Through that process, ultimately we reached

15   the agreement of the 2017 protocol.  And in doing so, we

16   really started with, from the basis of the 2010 protocol

17   as kind of a foundation to begin the discussions.  And

18   being that we were doing a very short-term agreement for

19   two years with a methodology that would run for cases

20   filed January 1, 2017 through cases filed by December

21   31, 2018, with the potential of the commission's

22   approval for a one year extension, we reached a

23   methodology using the 2010 protocol as the starting

24   point, and then reviewed the components of the 2010

25   protocol for any changes or modifications that were
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 1   warranted.

 2             And so the agreement should be generally

 3   familiar to the commission based on what you saw in the

 4   approval docket for the 2010 protocol with some -- with

 5   some additional changes.  And I'll just identify those.

 6             As we consider the settlement agreement, the

 7   components of it walks through various paragraphs, but

 8   to summarize the agreement, paragraphs 3 through 8 of

 9   the protocol, and that's attached as Exhibit A to

10   RPMJKL1.  Paragraphs 3 through 8 really outline the

11   allocation of the costs, talking about system resources

12   versus state resources, the generation components.

13   Walks through the transmission, distribution costs A and

14   G, special contracts.

15             And incorporated in that there is a new

16   component that wasn't considered previously, which was

17   an equalization adjustment.  And I'll touch on that in

18   just a moment.

19             Paragraph 9, similar to what was in the prior

20   agreement, which talks about the gain and loss of sale

21   of assets and transmission allocations.  Paragraph 10 in

22   the 2010 protocol addressed direct access and had some

23   structure around what may happen if a state was

24   implementing direct access.

25             Since that time, Oregon actually implemented
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 1   direct access rules and an approach there, and so the

 2   agreement addresses how that will be handled, as well as

 3   if any other states, including Utah, were to address

 4   customers that are eligible to leave its system and how

 5   that would be handled.  And it largely leaves that

 6   neutral for future consideration if those events happen

 7   with no prejudgment there.

 8             Section 11 then, or paragraph 11, talks about

 9   the loss of load, if it's greater or less than 5

10   percent, similar to what was in the 2010 protocol.

11             Paragraph 12 covers the company's planning for

12   resource acquisitions, that it would continue to be a

13   system-wide least cost basis.

14             Paragraph 13 outlines the governance over the

15   2017 protocol and establishes an annual commissioners

16   forum that would be held January of each year with the

17   first one in January of 2017 where the company will

18   bring forward its initial results on a number of studies

19   and a new view of what could be potentially proposed for

20   a new allocation method.

21             As a result of that meeting, following up from

22   January then, there would be a decision that would need

23   to be made by March of 2017 on whether the agreement

24   should be extended for one additional year.  And it

25   identifies that, you know, the commissions in all
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 1   jurisdictions could establish whatever process they deem

 2   necessary in advance of that decision, whatever type of

 3   public input process they would want to undertake in

 4   order to make such decision.

 5             And then paragraph 14 establishes the specific

 6   state terms that were negotiated, and this is a bit

 7   different than how the 2010 protocol was handled.  An

 8   initial agreement was reached in the 2010 protocol, and

 9   then filings were made in each state, and negotiations

10   were undertook which led to a number of differences in

11   how the agreement actually got implemented.

12             And so as we approach the 2017 protocol, we

13   wanted to have transparency with all states

14   understanding what the deal was, what had been

15   negotiated, and how each state was being handled going

16   into the agreement.  And so Section 14 of the

17   stipulation, or of the 2017 protocol document outlines

18   how each state is being treated and incorporates into it

19   what's called the equalization adjustment.

20             And as we initially started this settlement

21   discussions and looking for methodologies, there was a

22   range of options that were being looked at, a number of

23   changes to coincident peaks or demand energy weightings

24   and so forth.  And since this was a sort of short-term

25   agreement, the parties really focused on an outcome that
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 1   they could support without specifically identifying how

 2   we got to that end results or permanent changes to the

 3   number of coincident peaks that are used in the

 4   allocations or changes to the demand and energy.

 5             And witness Artie Powell for the DPU talked

 6   about a range of outcomes and showed the percentage

 7   change that could be the potential from changing those

 8   type of inputs.

 9             So the parties worked through, reached an

10   agreement, which generally resulted in about a two

11   tenths percent change for each jurisdiction in terms of

12   the revenue requirement impact and the cost sharing.

13   The company didn't get its hole, the allocation hole

14   from differing results from each state.  So we had a

15   share in that, as well as each state moving a little bit

16   towards the center in terms of a common approach.

17             And so the way that that equalization

18   adjustment is implemented is outlined in Section 14,

19   whether there's a rate case that would implement it, or

20   if not, then deferral mechanisms and various agreements

21   across the states in terms of the timing of when

22   deferrals would kick off and the treatment of those

23   dollars.

24             And so that's probably the main issue is that

25   we really establish kind of a base line on where states
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 1   were at with the 2010 protocol, with where they were at

 2   with their embedded cost differential adjustment, like

 3   those in Wyoming and Idaho.

 4             Utah was still consistently treated with where

 5   it was at with a zero ECD.  And then added to that, the

 6   adjustment for the equalization adjustment to come up

 7   with what the adjustment would be for the revenue

 8   requirement determinations and for deferrals.

 9             Oregon's methodology established bands around

10   what their ECD value could be during the term of the

11   agreement.

12             With that then, I think that would conclude my

13   summary, just asking the commission to seriously

14   consider and approve the 2017 Protocol as being in the

15   public interest for use by the company for rate setting

16   purposes through December 31, 2018.  And that concludes

17   my summary.

18             MR. SOLANDER:  Thank you.  Mr. Larsen is

19   available for cross-examination by the parties or

20   questions from the commission.

21             MR. LEVAR:  Okay.  Thank you, Mr. Solander.

22   Mr. Jetter?

23             MR. JETTER:  No questions from the division,

24   thank you.

25             MR. LEVAR:  Mr. Olsen?
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 1             MR. OLSEN:  No questions from the office.

 2             MR. LEVAR:  Mr. Dodge?

 3             MR. DODGE:  Yes.  Thank you, Mr. Chairman.

 4                       CROSS-EXAMINATION

 5   BY MR. DODGE:

 6        Q.   Mr. Larsen, you filed for approval of the 2017

 7   Protocol in your other jurisdictions; is that correct?

 8        A.   Yes.

 9        Q.   And are any parties opposing approval of the

10   protocol in any other states?

11        A.   In Idaho, we have received comments now from

12   the Idaho commission staff recommending approval of it.

13   We have received comments from Monsanto in Idaho

14   recommending approval.  Those were the two parties, I

15   believe, in Idaho.  That will follow my modified

16   procedure where the commission takes the comments in and

17   then will make a decision there.

18             In Wyoming all the parties were supportive,

19   the Wyoming staff, the Office of Consumer Advocate, the

20   Wyoming Industrial Energy Consumers.  In Oregon, the

21   stipulation was contested by the industrial customers of

22   Northwest Utilities and an environmental group, I

23   believe.

24        Q.   To this point no state has approved the

25   protocol; is that correct?
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 1        A.   Not at this point.

 2        Q.   And is it your suggestion to this commission

 3   that they condition an order in this case, if they

 4   choose to approve it, on the outcome of those other

 5   state proceedings?

 6        A.   I don't believe it's necessary to condition

 7   the order that -- there's no new terms, we believe, that

 8   would come forward.  All of the parties negotiated the

 9   components.  They are all incorporated into the document

10   so the parties would have visibility, so there's in my

11   view no need for holding a condition in case there's

12   favored nations type of clauses, because the components

13   are identified within the agreement.

14        Q.   But if some state were to reject it, then you

15   wouldn't have an agreement among all the states.  Don't

16   you think that would be of interest to the commission?

17        A.   Certainly it would.  Someone has to go first

18   and make a decision.  But, you know, in -- as I

19   indicated, in the other states we don't think approval

20   is going to be a challenge, given that especially in

21   Idaho and Wyoming, there is no parties contesting the

22   agreement.

23        Q.   But again, there are two parties in Oregon

24   contesting?

25        A.   That's correct.
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 1             MR. DODGE:  Thank you.  No further questions.

 2             MR. LEVAR:  Okay.  Thank you.  Commissioner

 3   Clark, do you have any questions for him?

 4             MR. CLARK:  Continuing with the subject, can

 5   you be a little more precise for us on the status of the

 6   proceedings in the other states, if schedules exist for

 7   reaching a determination in those states?

 8             THE WITNESS:  Yes.  In -- so in Oregon, we

 9   have now completed the hearings.  Those were actually

10   held last week, so a decision is now -- you know, will

11   be forthcoming and is pending.

12             As I indicated, in Idaho now, the case really

13   is fully submitted.  The comments have been filed, so

14   now it will be up to the commission to take that up in

15   one of their decision meetings based on the evidence and

16   the comments that have been filed to make a decision.

17   So we anticipate that we would see a decision there by

18   our requested July time frame.

19             In Wyoming, I don't believe that we have seen

20   a schedule established yet, and so we are waiting to see

21   a schedule produced by the commission staff in Wyoming.

22             MR. CLARK:  And if a state were to decline to

23   approve the changes, what would -- and other states

24   approved it, what -- how would that work in your mind?

25             THE WITNESS:  Well, clearly we would have to
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 1   evaluate the impacts, what their decision directs us to

 2   do.  You know, it is a short-term agreement in nature,

 3   and so we would have to evaluate whether we continue

 4   with the states that agreed to it and then go back to

 5   the table and try to get the parties back in agreement.

 6             As you are aware, we do have one state, the

 7   state of Washington, that participated in the MSP

 8   process and discussions.  They continue to look at and

 9   advocate for a divisional allocation approach, and so we

10   were unable to get them into the agreement.  So we

11   continue with the state of Wyo -- or Washington on a

12   separate methodology, which is the western control area.

13   And we continue to work with that state to see if we

14   can't find some type of resolution to get a common

15   allocation approach.

16             And, you know, so I guess I couldn't say at

17   this point that it would put an end to the 2017

18   protocol, but we would continue to work with the state

19   that chose not to support it and try and bring them into

20   a common agreement in the next round.

21             MR. CLARK:  A question that relates to your

22   testimony about page 16 regarding the ECD or embedded

23   cost differential.  And there you, you talk about the

24   2017 protocol eliminating or mitigating unintended

25   allocation consequences that were experienced under the
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 1   2010 protocol.

 2             And I just would like you to, if you can, be a

 3   little more specific about the nature of the unintended

 4   consequences and how those are mitigated in the -- or

 5   eliminated in the 2017 protocol.

 6             THE WITNESS:  Sure.  And Mr. McDougal may have

 7   more specifics on the numbers, but generally what we are

 8   seeing is the embedded cost differential growing over

 9   time, largely depending on which side of the system

10   investments were made or if we are adding more

11   investments, such as scrubbers, SCRs on the generation

12   plant.

13             Just by the nature of the calculation, any

14   costs that were added to the generation, and you are

15   comparing on a dollar per megawatt hour the difference

16   between your other generation versus hydro, that as your

17   other generation costs grew, by definition then, through

18   the calculation, the embedded cost differential was

19   growing over time.

20             And so we saw that as a challenge, and there

21   was a lot of variability and fluctuation to it, and

22   that's where we saw the unintended consequences, where

23   we thought the ECD and the -- really that allocation

24   hole that we had as a result of that, would be stable,

25   and instead we have seen it unpredictable and harder to
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 1   forecast and growing over time.

 2             And so the fix that we have then is that the

 3   ECD for the states that have it is either fixed for

 4   Idaho and Wyoming, and in the prior methodology in the

 5   2010 protocol, Wyoming had a dynamic ECD, which meant

 6   that it was moving over time, where Idaho in the

 7   original 2010 protocol agreement was that the ECD would

 8   be a fixed number for the duration of the agreement.

 9             And so it's been locked in for Idaho and

10   Wyoming, and Utah is zero from your decision.  And then

11   for Oregon, which is the significant component of the

12   ECD; they have the greatest share of it, it's been

13   agreed that it's dynamic.  But it's got bands on it

14   between 8.2 and about 10 and a half million.  Or if we

15   go into year three, it would be 11 million, and so it's

16   got that range and caps on it so that we've got more

17   predictability about the value that they are getting

18   from that.

19             And with the equalization adjustment then,

20   that then is applied to each state and moves all the

21   states, whether they are at one end of the extreme with

22   the dynamic allocation method, or in the case of Utah,

23   at a rolled-in method with no ECD, this agreement was

24   helping to bring parties to more of a midpoint in terms

25   of a rolled-in allocation with a adjustment overlaid on
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 1   it that was taking into consideration the discussions we

 2   were having on whether CPs should change, whether

 3   weightings of demand and energy should change, whether

 4   we should go to, you know, 4 CP, 8 CP, weighted

 5   coincident peaks on summer months.

 6             Just a lot of issues that really came down to

 7   not finding what specific methodology should be applied,

 8   but a dollar amount the parties could agree was in the

 9   public interest and represented a fair outcome while

10   still supporting a rolled-in type of approach,

11   especially here in Utah.

12             MR. CLARK:  Thank you.  That concludes my

13   questions.

14             MR. LEVAR:  Okay.  Thank you.  And before I go

15   to Commissioner White, I forgot to go to Mr. Solander,

16   if you had any redirect after Mr. Dodge's questions.

17             MR. SOLANDER:  If it would be okay, could I

18   wait until after the commission's questions, or would

19   you like me to ask it now?

20             MR. LEVAR:  I think it would be fine either

21   way, but if you have redirect from Mr. Dodge, maybe we

22   can go ahead with that.

23             MR. SOLANDER:  I don't have any redirect from

24   Mr. Dodge, but I do have one question based on

25   Commissioner Clark's questions.
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 1             MR. LEVAR:  If you want to go with that, that

 2   would be fine.

 3                     REDIRECT EXAMINATION

 4   BY MR. SOLANDER:

 5        Q.   Just to clarify, is the equalization

 6   adjustment tied to or based on the ECD?

 7        A.   No, it's not.  It was a negotiated number

 8   amongst all the parties that's basically on a percentage

 9   basis comparable across each jurisdiction.

10             MR. SOLANDER:  Thank you.  That's all I have.

11             MR. LEVAR:  Okay.  Thank you.  Mr. White?

12             MR. WHITE:  Yeah, just one question.  I

13   recognize this agreement is essentially bridging during

14   a time of flux with respect to a potential clean power

15   plan, expansion, etc.  Is the current state of the clean

16   power plan affecting the company's analysis in this

17   respect in the context of the MSP agreement?  I mean, is

18   there a continuing ongoing analysis, notwithstanding

19   this current state?

20             THE WITNESS:  Yes.  You know, we continue to

21   evaluate and analyze the clean power plan and how the

22   company would move forward with the implementation,

23   looking at rate based versus mass based.  And ultimately

24   we believe that it will continue in some form, so we are

25   looking at how we will address it and meet our
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 1   compliance obligations.

 2             MR. WHITE:  That's all I have.

 3             MR. LEVAR:  Okay.  I just have one.  What is

 4   your view of the implications to the utility or to the

 5   other states from the position of the State of

 6   Washington with respect to this?

 7             THE WITNESS:  I hate to speak for the state

 8   representatives.  From the company's point of view, it

 9   is a significant challenge.  Now, you know, their

10   methodology, if you understand the western control area,

11   is that they don't pay for common resources that are in

12   the eastern control area.  But they pay for a greater

13   share then of resources that are in the west control

14   area.

15             So instead of paying, you know, 9 percent of,

16   you know, say the Hunter and Huntington plants, they pay

17   zero of that.  But then they are paying upwards of, you

18   know, probably close to 20 percent or greater on a

19   divisional basis of the units such as Bridger and others

20   that serve their control area.

21             So they do underpay on one hand, overpay on

22   the others.  But the net impact is that the company is

23   still short significantly in its cost recovery.  We

24   continue to evaluate that and try to find options and

25   methodologies to address that.
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 1             We have taken a number of issues to great

 2   lengths to find a way to get proper cost recovery and

 3   continue to struggle with that.  Now, they are only

 4   about 8 or 9 percent of the system, but, you know,

 5   that's still significant in terms of the shortfall.

 6             It has not to this point impacted the rating

 7   agency's view of the company being able to have

 8   sufficient revenues to cover its debt obligations or its

 9   ratings for debt borrowing.  But that would probably, I

10   think, be probably the first place that you would be

11   concerned is, are they sufficiently covering those costs

12   or not impacting those so that it's not driving up costs

13   for the other states.

14             MR. LEVAR:  Okay.  Thank you.  That's the only

15   question I have.  Mr. Solander?

16             MR. SOLANDER:  I would just move that

17   Mr. Larsen's testimony and the exhibit thereto be

18   entered into the record.

19             MR. LEVAR:  If there's any objection, indicate

20   to me.  I am not seeing any, so that will be entered.

21   Thank you.

22             MR. SOLANDER:  Thank you.  Rocky Mountain

23   Power would like to call Mr. McDougal as its second

24   witness.

25             MR. LEVAR:  Mr. McDougal, do you swear to tell
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 1   the truth?

 2             THE WITNESS:  Yes, I do.

 3             MR. LEVAR:  Thank you.

 4                       STEVEN MCDOUGAL,

 5   called as a witness at the instance of Rocky Mountain

 6   Power, having been first duly sworn, was examined and

 7   testified as follows:

 8                      DIRECT EXAMINATION

 9   BY MR. SOLANDER:

10        Q.   Good morning, Mr. McDougal.

11        A.   Good morning.

12        Q.   Could you please state and spell your name for

13   the record?

14        A.   Yes.  My name is Steven McDougal, S-T-E-V-E-N,

15   M-C-D-O-U-G-A-L.

16        Q.   And by whom are you employed and in what

17   capacity?

18        A.   I am employed by Rocky Mountain Power as the

19   director of revenue requirement.

20        Q.   And did you file both direct and rebuttal

21   testimony in this proceeding?

22        A.   Yes, I did.

23        Q.   And are there any exhibits to your testimony?

24        A.   No, there are not.

25        Q.   And do you have any corrections or additions
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 1   to your testimony that you filed?

 2        A.   There is one minor correction on my rebuttal

 3   testimony.  In my version the footnote on the bottom

 4   says direct instead of rebuttal.

 5        Q.   And with that one correction, if I asked you

 6   those questions today, would your answers be the same?

 7        A.   Yes, they would.

 8             MR. SOLANDER:  At this time I'd like to move

 9   the admission of Mr. McDougal's direct and rebuttal

10   testimony.

11             MR. LEVAR:  Okay.  Please let me know if any

12   party has any objection.  I am not seeing any, so that

13   will be entered.  Thank you.

14             MR. SOLANDER:  Thank you.

15        Q.   (By Mr. Solander)  And Mr. McDougal, have you

16   prepared a summary of your testimony that you would like

17   to share with the commission?

18        A.   Yes.  Good morning, Chairman LeVar,

19   Commissioners Clark and White.  Mr. Larsen has already

20   went through most of the 2017 protocol, so I'll try to

21   avoid duplicating what he has already discussed.  This

22   has already been mentioned.  I filed both direct and

23   rebuttal testimony in this case.

24             In my direct testimony, I basically summarize

25   the analysis that occurred during the process of the MSP
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 1   protocol hearings over the last three years.  During

 2   those three years, there was a lot of broad review work

 3   group meetings that were held.

 4             We discussed a lot of options.  Many of those

 5   have already been mentioned by Mr. Larsen.  We reviewed

 6   different methods for correcting or for consolidating

 7   the allocation method to come up with a consistent

 8   method among states.

 9             At the end of the day, what we ended up doing

10   was coming up with this two year agreement that can be

11   extended for a third year.  And as part of this

12   agreement, there will be a single line item that will be

13   added to the Utah revenue requirement calculation

14   basically identifying the equalization adjustment and

15   adding that into the revenue requirement calculations.

16             This was settled as part of a negotiated

17   amount where, because we could not come up with other

18   agreements in short-term nature, it was decided that

19   this was the best way to try and get everybody to a

20   common allocation method.

21             In addition to talking about the analysis, I

22   talk about the four appendices to the 2017 protocol.

23   Basically the appendices describe all of the defined

24   terms, the calculation of the allocation factors, both

25   algebraically and by FERC count, giving what all those
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 1   calculations are.

 2             So those are Appendix A, B, C, and then

 3   there's also an Appendix D that explains the alternative

 4   allocation treatment for special contracts.  So those

 5   are all defined in my testimony.  They are also in

 6   Mr. Larsen's exhibit.

 7             In addition to the direct testimony, I filed

 8   rebuttal testimony.  In the rebuttal testimony I

 9   responded to the direct testimony of Mr. Townsend who

10   recommended this commission reject the 2017 protocol.

11   What I addressed there was that, as part of the 2017

12   protocol, there is no change in the allocation of

13   generation costs, including hydro cost.

14             They are allocated identically under both the

15   2017 protocol and the current allocation methodology.

16   So I don't view that there is any transfer of

17   hydro-related risk or any change in those risks to Utah

18   customers.  So I don't believe that that is something

19   that should be considered or that would impact the

20   allocation method.

21             I also talk about the equalization adjustment,

22   and that it is not a calculation of an embedded cost

23   differential or ECD.  It is basically a negotiated

24   amount that was done to try and fill or come to a common

25   allocation methodology.
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 1             In addition to my rebuttal testimony, while

 2   not a party to this proceeding, Kennecott Utah Copper

 3   submitted public comments in which they construe the

 4   meaning of Section 10 or Section X.  It's a Roman

 5   numeral.  I address those issues and just briefly state

 6   the company's position that the language was negotiated.

 7   All the language states that this commission reserves

 8   the right to make the decision.

 9             A stated objective of the cost allocation

10   method is really the development to arrive at a solution

11   that is fair, just, reasonable and in the public

12   interest.  And I believe that the 2017 protocol

13   accomplishes that task.  And I would also add mine to

14   Mr. Larsen that I would encourage this commission to

15   consider it and to approve the 2017 protocol as filed.

16   Thanks.

17        Q.   Does that conclude your summary?

18        A.   Yes, it does.

19             MR. SOLANDER:  Mr. McDougal is available for

20   questions from the commission or cross-examination by

21   the parties.

22             MR. LEVAR:  Thank you.  Mr. Jetter?

23             MR. JETTER:  No questions from the division,

24   thank you.

25             MR. LEVAR:  Thank you.  Mr. Olsen?
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 1             MR. OLSEN:  No questions from the office.

 2             MR. LEVAR:  Mr. Dodge?

 3             MR. DODGE:  Thank you, Mr. Chairman.

 4                       CROSS-EXAMINATION

 5   BY MR. DODGE:

 6        Q.   Good morning, Mr. McDougal.

 7        A.   Good morning.

 8        Q.   The 2010 protocol, as adopted among the states

 9   that do apply it, leaves the company with an allocation

10   hole, correct?

11        A.   That is correct.

12        Q.   And it's because of differing treatment of the

13   embedded cost differential among the states, correct?

14        A.   That is correct.  If you look at the

15   allocation method as currently applied in our different

16   states, all of the states approved the 2010 protocol,

17   but the 2010 protocol, as originally agreed to, included

18   a fixed embedded cost differential or ECD.

19             In approving that, Utah's embedded cost

20   differential is basically zero, leaving it at rolled in.

21   And then Wyoming and Oregon both approved it, but rather

22   than approving a fixed embedded cost differential, they

23   went and used a dynamic that is recalculated every year,

24   and that is creating a difference.

25        Q.   And in the 2017 protocol negotiations, the
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 1   attempt in part, or at least as it ended up resulting

 2   with the equalization adjustment, was an attempt to plug

 3   that hole to a certain point, correct?

 4        A.   I wouldn't say it was really to plug the hole

 5   or to change the equalization or to fix the ECD.  What

 6   really the original intent was was to come up with an

 7   allocation methodology that all states could agree on

 8   that gave the company the opportunity to recover a

 9   hundred percent of our costs.

10             So in looking at the methodology and trying to

11   come up with a way that the company has the opportunity

12   to recover all of our prudently incurred costs, as

13   described by Mr. Larsen, there was a whole bunch of

14   different options.  There were options where we were

15   looking at changing the number of coincident peaks,

16   changing the demand energy weighting, changing

17   allocations of certain components.

18             And there was a whole bunch of discussions.

19   All of them were designed to come up with a consistent

20   allocation method.  At the end of the day what ended up

21   occurring is that, because of the short-term nature,

22   because of the uncertainty regarding environmental

23   legislation, that it was decided to come up with more of

24   an interim agreement.

25             And as part of that interim agreement, what it
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 1   was decided was to look at how we can try to come up

 2   with a compromise in a short-term nature, and so that's

 3   how the equalization adjustment came about.  And the

 4   equalization adjustment was really made so it was around

 5   .2 percent of all states' revenue requirement just to

 6   fix that allocation gap on a temporary basis.

 7        Q.   Mr. McDougal, I am going to try hard.  You and

 8   Mr.  Larsen both have characterized settlement

 9   discussions in a particular way that I think is

10   inaccurate, and I am un -- disinclined to go into that

11   in detail because I think they are settlement

12   discussion.  But you raised the issue, so I think I at

13   least need to explore it.

14             Isn't it a fact that the equalization

15   adjustment was proposed specifically to help fill that

16   gap created by the different way the ECD was applied?

17   It wasn't done to settle differences in 4, 8 or 12 CPs

18   or anything else because people couldn't agree on that.

19   The only agreement could be reached was that we would

20   try and plug that hole partially.  Is that not a fair

21   statement?

22        A.   I think it is in the extent that, yes, we were

23   trying to plug the hole on an interim basis.  And to the

24   extent that hole is caused by differences in the ECD, we

25   did come up with the equalization adjustment, and it
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 1   does fill the hole on a temporary basis.

 2        Q.   In fact, if you look at page 4 of your

 3   rebuttal, between line 74 and 75 where you show the

 4   calculations, it starts with the total company hole, if

 5   you will, created by the ECD, right, on that first line

 6   in that table?

 7        A.   Yes.  Because what we did is, we started with

 8   everybody's -- all states' revenue requirement the way

 9   it is currently calculated, and so that is the

10   adjustment that all states are using today.

11        Q.   Right.  So in other words, it's the ECD that

12   creates the 9.5 million dollar hole, and then the second

13   line is how much of that hole the parties are going

14   to -- well, the net of those.  On the third line is the

15   amount that the parties are -- some of the parties

16   agreed they would pay to try and fill that hole created

17   by different ECD adjustments.

18        A.   That is correct.  And that is the -- what will

19   be going on in the revenue requirement.  And it was done

20   using this methodology as part of a negotiated

21   settlement because, as you mentioned, there was a lot of

22   discussions on alternative allocation methods during the

23   last three years.  And nothing could be resolved in

24   those issues as of right now so...

25        Q.   If you turn to page 7 of your rebuttal,
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 1   Mr. McDougal.  Beginning at Line 146 you quote from

 2   Mr. Townsend's testimony in support of adoption or

 3   approval of the 2010 protocol, correct?

 4        A.   That is correct.

 5        Q.   And first of all, you indicate there, as you

 6   quote him -- and I'll read this and ask you to tell me

 7   if I read anything wrong.

 8             But first UAE believes it is important for the

 9   various states served by the company to at least attempt

10   to develop reasonable and generally consistent cost

11   allocation methodologies.

12             Did I read that part right?

13        A.   That is correct.  And that's really what we

14   were attempting to do, I think, with the equalization

15   adjustment was, all the states were trying to come up

16   with a reasonable and consistent allocation methodology.

17   At the end of the day, after all of the years of

18   negotiation, that was not possible.  So we came up with

19   this equalization adjustment as a method to develop

20   reasonably and generally consistent cost allocation

21   methodologies among states.

22        Q.   Thank you.  Now, the answer to my question was

23   yes, I read that correctly, right?

24        A.   Yes.

25        Q.   Okay.  The reasonably -- the reasonable and
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 1   generally consistent cost allocation methodologies among

 2   the states from the 2010 protocol included Utah going

 3   straight to rolled-in with no adjustments, correct?

 4        A.   That is what the final order was.

 5        Q.   It included in Oregon and in Wyoming the

 6   concept of an ECD but a dynamic one where it changed

 7   from year to year, correct?

 8        A.   That is correct.  In the final orders all of

 9   the states -- Mr. Larsen went through the history of

10   that, and yes, within the 2010 protocol, all the states

11   agreed to a generic framework.  It was filed, and then

12   these differences arose as the 2010 protocol was getting

13   approved.

14        Q.   And then Idaho adopted it with a fixed ECD,

15   correct?

16        A.   Correct.  Idaho is the one state that approved

17   it as originally filed.

18        Q.   So the agreement that Mr. Townsend was saying,

19   the agreement that allows generally consistent and

20   reasonable allocation methodologies contemplated and

21   allowed for a fairly wide variation in how the states

22   adopted and implemented the allocation, the 2010

23   protocol, correct?

24        A.   That is correct.  What this really was was a

25   statement of a goal, and we believe that that goal -- we
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 1   should be, to the extent possible, should be consistent

 2   among states because, as I said earlier, we believe the

 3   company should be allowed at least the opportunity to

 4   recover our prudently incurred costs.

 5        Q.   And in the 2017 protocol, the goal is the

 6   same, to get generally consistent and reasonable

 7   allocation methodologies, correct?

 8        A.   That is correct.  There are some minor

 9   variations.  We all use the equalization adjustment.

10   But there are minor, I wouldn't say variations.

11   Everybody does it the same way, but it does not add up

12   to a hundred percent.  There will be some minor

13   variations, as noted in that table we talked about

14   earlier, in the calculation of the ECD within the state

15   of Oregon.

16        Q.   Yeah.  For example, Oregon is going to

17   continue to use a form of a dynamic ECD allocator, where

18   if the trend from the last six years continues, that ECD

19   will grow even greater, correct?

20        A.   Oregon will continue to use a dynamic ECD.

21   There are some caps and floors, so it will not grow

22   nearly the same rate.  Based upon our current

23   projections, we think that the ECD is actually somewhat

24   levelized off or is slowing down as far as the impact.

25             And it all has to do with the underlying costs
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 1   within that calculation.  So within the state of Oregon,

 2   they agreed to a baseline and a cap, and it's a fairly

 3   narrow cap.

 4        Q.   But the point is, my question was, if the 20

 5   -- 2010 to 2016 numbers were to continue -- I am not

 6   asking you to project -- it would mean that ECD would

 7   continue to grow in Oregon, and the allocation hole grow

 8   even greater because other parties are not agreeing to a

 9   dynamic ECD, correct?

10        A.   It could continue to grow.  But even if it

11   were, the allocation hole will be much smaller under

12   this methodology than it is under the current

13   methodology.  So no matter what happens within Oregon, I

14   think what the states have done is come up with a

15   compromise that will help, at least over the next two to

16   three years, until '18 or '19, depending on when we move

17   to the next methodology; it's going to help to shrink

18   the size of that gap.

19        Q.   But as in 2010, if commissions were to impose

20   slight differences, it -- the agreement can still

21   tolerate generally consistent principles that may result

22   in slightly different results, correct?

23        A.   I think that it could tolerate things, but I

24   would point out that this agreement was reached as a

25   negotiate whole.  All of the states were very interested
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 1   in each other's agreements and within each other's

 2   parts; and so the 2017 protocol, I think, has to be

 3   looked at as a negotiated whole.  And I think it should

 4   be approved by all of the states as filed.

 5        Q.   And so given that, you would agree that this

 6   commission should wait and see that the other states

 7   approve it as filed before it approves it, if it's

 8   inclined to?

 9        A.   I believe that all states should approve it as

10   a negotiated whole, and all states should approve it as

11   filed.  As mentioned by Mr. Larsen, Idaho and Wyoming,

12   nobody is opposing it.  In Oregon there were hearings

13   held last week that I participated in.  And those are

14   getting close to a decision so...

15        Q.   So they won't have to wait too long probably

16   to know what Wyoming will do, or Oregon will do.

17        A.   It should be -- closing briefs are being filed

18   within the next few days so...

19        Q.   Mr. McDougal, do you -- in that same, your

20   page 7 of your rebuttal where you are quoting

21   Mr. Townsend's testimony, do you have a copy of that

22   2010 testimony?

23        A.   I do not.

24        Q.   It's on the record in the commission's docket

25   in the referenced case, which is the 02-03-504 case, and
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 1   the commission can take administrative notice of it.

 2   But did you read that entire or other parts of his

 3   testimony in that case or just the one sentence, the

 4   paragraph that you cited?

 5        A.   I did not read the full testimony.  I read, I

 6   would say, large parts of it, but not the full

 7   testimony.

 8        Q.   You note in -- on Line 147 -- well, on 146 and

 9   147, the quote starts, "From UAE's perspective there are

10   at least two reasons why the agreement should be

11   approved," and first is the one you quoted, right?

12        A.   Yes.

13        Q.   And let me read what second was and see if

14   this is consistent with your memory.  Second, and I am

15   reading now from Mr. Townsend's testimony in the 2010

16   protocol docket, which again is on the record of the

17   commission.

18             "Second, in Pacific Corp. -- in PacifiCorp's

19   energy balancing account proceedings, UAE has

20   consistently argued that a rolled-in allocation

21   methodology should be used in Utah rate proceedings if

22   an EBA is to be used in Utah in order to match risk and

23   reward.  The commission has now authorized an EBA pilot,

24   and the MSP agreement will ensure that a rolled-in

25   methodology will be used during that pilot period."
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 1             Did you read -- do you remember that from his

 2   testimony?

 3        A.   Yes, I do, and as stated in my rebuttal

 4   testimony, we believe that this is a rolled-in method,

 5   and so we believe that we are still consistent with

 6   that.

 7        Q.   It's a rolled-in method plus 4.4 million

 8   dollars, correct?

 9        A.   Well, it's a rolled-in method.  The 4.4

10   million is mentioned is my testimony, and as mentioned

11   in the testimony of Dr. Powell, there was a lot of

12   variations on what rolled-in means.  You can calculate

13   rolled-in using different CPs, using different demand

14   energy.  And so I still view this as a consolidated

15   rolled-in method.  It's just, this is how we came up

16   with an agreement that everybody could buy into with --

17   from the multiple states.

18        Q.   It's as it's rolled in as this commission has

19   applied it over the last six years plus 4.4 million

20   dollars, is it not?

21        A.   Yes.  It is --

22        Q.   It's not rolled in as it's been applied to

23   this point.  You are trying to change the word

24   "rolled-in" to say it includes this non-cost-based 4.4

25   million dollars, aren't you?
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 1        A.   What I am trying to say is that rolled-in can

 2   be defined a lot of different ways.  And if you define

 3   rolled-in and Mr. -- Dr. Powell went and quoted that the

 4   various definitions or various calculations of rolled

 5   in, some of them could have increased Utah's revenue

 6   requirement by up to 3 percent.

 7             This change is around a .2 percent divert is

 8   slightly above there.  And so you know, it is a

 9   definition.  We are using the same calculation as today.

10   And rather than changing the calculation, we are using

11   the equalization adjustment.

12        Q.   Nobody would agree to a change in the --  in

13   those allocation factors, could they, in the MSP

14   process?

15        A.   That is correct.  All of the statements were

16   discussing various changes, and I would just say it was

17   very polarized between states.

18        Q.   Indeed.  And so however you want to color it

19   and regardless of the magnitude, this is the old

20   rolled-in procedure we have been using for six years in

21   the state plus a 4.4 million dollar add.

22             MR. SOLANDER:  I believe Mr. McDougal has

23   already answered that question.

24        Q.   (By Mr. Dodge) That's correct, is it not,

25   though, Mr. McDougal?
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 1             MR. LEVAR:  And I think I'm going to agree

 2   that it's a repetitive question.

 3             MR. DODGE:  He tends -- he won't say yes.  He

 4   has to explain things.  So I am trying to get him to say

 5   yes.  I don't think he ever said that.

 6             THE WITNESS:  I agreed to it and then

 7   explained what it was really doing.

 8             MR. DODGE:  I apologize.  I didn't hear him

 9   ever say yes.  I just heard him try and give his spin on

10   it, but okay.  No further questions.  Thank you.

11             MR. LEVAR:  Okay.  Mr. Solander, any redirect?

12             MR. SOLANDER:  Yes, thank you.

13                     REDIRECT EXAMINATION

14   BY MR. SOLANDER:

15        Q.   So you mentioned that Dr. Powell analyzed a

16   broad range of numbers that could still be considered a

17   rolled-in calculation; is that right?

18        A.   That is correct.  If I said he analyzed, it

19   was actually analyzed as part of the company, and the

20   company submitted it.  And he referred to it in his

21   testimony.

22        Q.   Okay.  And those analyses showed a wide range

23   of potential outcomes; is that right?

24        A.   That is correct.

25        Q.   And what was the range?
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 1        A.   The range, as quoted in his testimony, was a

 2   negative .05 percent to a positive 3 percent, if I

 3   remember correctly.

 4        Q.   And 3 percent is what on a dollar basis?

 5        A.   Three percent would be over $50 million Utah

 6   allocated.

 7        Q.   Would you say that the 4.4 million dollar

 8   number that was agreed to is a reasonable compromise?

 9        A.   I definitely agree that it's a reasonable

10   compromise.

11             MR. SOLANDER:  Thank you.  I have no further

12   questions.

13             MR. LEVAR:  Any recross?

14             MR. DODGE:  No.  Thank you.

15             MR. LEVAR:  Okay.  Thank you.  Commissioner

16   Clark?

17             MR. CLARK:  No questions.  Thank you.

18             MR. LEVAR:  Commissioner White?

19             MR. WHITE:  No questions.  Thank you.

20             MR. LEVAR:  I would like to ask about one

21   issue, and I don't want to the climb too far down this

22   rabbit hole, but on page 9 of your rebuttal, you state

23   that you disagree with Dr. Powell's conclusions with

24   respect to the merger fairness premium.

25             And I'd like to understand.  Is your
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 1   disagreement that you disagree with the 1990 and 1992

 2   orders that the commission issued?  Or do you believe

 3   Dr. Powell has inaccurately summarized those decisions?

 4             THE WITNESS:  I don't think it's really that

 5   he's summarized them incorrectly.  I don't believe --

 6   well, I mentioned two things.  One, I don't think it's

 7   completely relevant here.  Two, in those decisions it

 8   was always designed that there would not be an immediate

 9   cut to rolled-in, that the commission would get there

10   over a number of years.

11             What he is looking at and what he calls a

12   fairness premium is the difference between rolled in and

13   what we did allocate as if we had immediately changed

14   allocation methods.  I don't think that was ever

15   anticipated.  There was always an anticipation that

16   there would be charges because Utah's rates were

17   considerably less -- were considerably higher than the

18   Pacific Power states at the time of the 1989 merger.

19             So it's just, you know, how -- it's more the

20   wording or the characterization.

21             MR. LEVAR:  Okay.  Thank you.  Mr. Solander?

22             MR. SOLANDER:  Thank you.  That concludes

23   Rocky Mountain Power's case in chief.

24             MR. LEVAR:  Okay.  Thank you, Mr. McDougal.

25             THE WITNESS:  Thank you.
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 1             MR. LEVAR:  Mr. Jetter?

 2             MR. JETTER:  Thank you, Mr. Chairman.  The

 3   division would like to call Dr. Artie Powell as its

 4   witness today.

 5             MR. LEVAR:  Dr. Powell, do you swear to tell

 6   the truth?

 7             THE WITNESS:  Yes.

 8             MR. LEVAR:  Thank you.

 9                         ARTIE POWELL,

10   called as a witness at the instance of the Division of

11   Public Utilities, having been first duly sworn, was

12   examined and testified as follows:

13                      DIRECT EXAMINATION

14   BY MR. JETTER:

15        Q.   Good morning, Dr. Powell.  Would you please

16   state your name and occupation for the record.

17        A.   My name is Artie Powell.  I work for the

18   Division of Public Utilities.  I am the manager of the

19   energy section.

20             MR. LEVAR:  Is your microphone on?

21             THE WITNESS:  It looks like it's on but --

22             MR. LEVAR:  Maybe pull it a little closer.

23             THE WITNESS:  Here?

24             MR. LEVAR:  That's better.

25             THE WITNESS:  Okay.
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 1        Q.   (By Mr. Jetter)  In the course of the past few

 2   years, have you had the opportunity to participate in

 3   the negotiations that led up to this agreement, as well

 4   as the review of the application by the company in this

 5   docket?

 6        A.   Yes.

 7        Q.   And did you create and cause to be submitted

 8   to the commission both direct and rebuttal testimony?

 9        A.   Yes, I did.

10        Q.   And that included three exhibits, DPU Exhibit

11   1.1, 1.2 and 1.3D in your direct testimony; is that

12   correct?

13        A.   That's correct.

14        Q.   Do you have any corrections or edits that you

15   would like to make to either of those?

16        A.   Not that I am aware of.

17        Q.   And if asked the same questions contained

18   within each of those prefiled testimonies, would you

19   answer the same as they are in the testimonies?

20        A.   Yes, I would.

21             MR. JETTER:  I would move with that to enter

22   both the direct and rebuttal testimony of Dr. Powell

23   into the record.

24             MR. LEVAR:  Thank you.  I'll ask any party to

25   indicate if you have any objection.  I'm not seeing any
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 1   objection, so that would be entered.

 2             MR. JETTER:  Thank you.

 3        Q.   (By Mr. Jetter) Would you like to briefly

 4   summarize the testimony that you provided in this

 5   document?

 6        A.   Yes.  I think I can be very brief.  The

 7   company's witnesses have already gone over the

 8   settlement agreement, and I think they did a good job in

 9   summarizing that.  Basically my summary is really on the

10   last page of my testimony, lines 264 to 270.

11             The division is recommending that the

12   commission approve the protocol as filed.  As I talked

13   about in my testimony, it is a full rolled-in allocation

14   method that the commission has stated on numerous times

15   since the original merger in 1989 that it would like to

16   get to.  It's consistent with cost causation principles.

17   And with the -- consistent also with the planning and

18   operation of a single system.

19             I also tried to demonstrate that the

20   equalization adjustment that has been talked about this

21   morning is reasonable.  And we believe that since the

22   protocol is short lived and it insulates Utah from the

23   decisions that other states are making at this time,

24   that it's in the public interest.  And that would

25   conclude my summary, I believe, at this time.
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 1             MR. JETTER:  Thank you.  I have no further

 2   questions for Dr. Powell, and he's available for

 3   commission questions or cross-examination from the other

 4   parties.

 5             MR. LEVAR:  Okay.  Thank you.  Mr. Solander?

 6             MR. SOLANDER:  No questions.  Thank you.

 7             MR. LEVAR:  Thank you.  Mr. Olsen?

 8             MR. OLSEN:  No question.

 9             MR. LEVAR:  Mr. Dodge?

10             MR. DODGE:  No questions.

11             MR. LEVAR:  Commissioner White?

12             MR. WHITE:  No questions.

13             MR. LEVAR:  Mr. Clark?

14             MR. CLARK:  No questions.  Thank you.

15             MR. LEVAR:  Okay.  Thank you.  I don't have

16   anything for you.

17             THE WITNESS:  Okay.

18             MR. LEVAR:  Thank you.  That was easy.

19   Anything further, Mr. Jetter?

20             MR. JETTER:  No, Mr. Chairman.  The

21   division -- that's the only witness for the division

22   today.

23             MR. LEVAR:  Okay.  Thank you.  Mr. Olsen?

24             MR. OLSEN:  Thank you.  The office would like

25   to call Michelle Beck.
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 1             MR. LEVAR:  Miss Beck, do you swear to tell

 2   the truth?

 3             THE WITNESS:  Yes, I do.

 4             MR. LEVAR:  Thank you.

 5                        MICHELLE BECK,

 6   called as a witness at the instance of the Office of

 7   Consumer Services, having been first duly sworn, was

 8   examined and testified as follows:

 9                      DIRECT EXAMINATION

10   BY MR. OLSEN:

11        Q.   Miss Beck, could you state your full name for

12   the record, please, and your position with the office.

13        A.   Yes.  My name is Michelle Beck, and I am the

14   director of the Office of Consumer Services.

15        Q.   In the course of your duties with the office,

16   did you have occasion to participate in the negotiations

17   regarding the MSP allocation that's been discussed here

18   today?

19        A.   Yes, I did.  The office fully participated in

20   all of the various meetings in reviewing the different

21   sets of analyses that were released as part of that.  I,

22   personally, attended many of the meetings, especially

23   the ones held at the end during which the compromise was

24   crafted.

25        Q.   Thank you.  And did you, as a cause, did you
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 1   create or cause to be created direct testimony in which

 2   you submitted to the commission on March 16th, 2016?

 3        A.   Yes, I did.

 4        Q.   If I were to ask you all the questions again,

 5   would your answers still be the same?

 6        A.   Yes, they would.

 7        Q.   So do you have any other -- any kind of

 8   correction or modification at this time?

 9        A.   No.

10             MR. OLSEN:  I ask that the direct testimony be

11   submitted at this time.

12             MR. LEVAR:  I'll ask any party who objects to

13   indicate to me.  I am not seeing any objection, so that

14   will be entered.  Thank you.

15             MR. OLSEN:  Thank you.

16        Q.   (By Mr. Olsen) Do you have a summary for the

17   commission?

18        A.   A very brief one.  Basically, I am here today

19   to support the office's position in favor of the 2017

20   protocol.  As I stated in my testimony, we have a few

21   primary reasons for supporting this protocol.  The 2017

22   protocol essentially sets our Utah rates using the

23   rolled-in allocation method unchanged from before in

24   terms of allocation factors or the other inputs.

25             But instead of any of those sorts of changes,
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 1   it does include the monetary adjustment that's been

 2   discussed in front of you already.  The company will

 3   continue to plan and operate its generation and

 4   transmission system on an integrated basis to achieve a

 5   least cost, least risk resource portfolio for customers.

 6   The office has always believed that this integrated

 7   system provides benefits to customers.

 8             And finally, the agreement is short term in

 9   nature.  It includes some studies and a process for

10   moving forward.  And we think it is in the public

11   interest to move the discussion forward with this

12   short-term agreement.  So in summary, we recommend its

13   improvement -- its approval, and we believe it will

14   result in just and reasonable rates.

15        Q.   Do you have anything further?

16        A.   No.

17             MR. OLSEN:  Miss Beck is available for

18   cross-examination or questions from the commission.

19             MR. LEVAR:  Thank you.  Mr. Solander?

20             MR. SOLANDER:  No questions.  Thank you.

21             MR. LEVAR:  Okay.  Mr. Jetter?

22             MR. JETTER:  No questions.  Thank you.

23             MR. LEVAR:  Mr. Dodge?

24             MR. DODGE:  Yes, very briefly.  Thank you.

25                       CROSS-EXAMINATION
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 1   BY MR. DODGE:

 2        Q.   Ms. Beck, just one set of questions.  The time

 3   the office agreed to support the 2017 protocol, were you

 4   aware of the company's intent legislatively to try and

 5   change the EBA sharing mechanism?

 6        A.   No.  I was not aware of that during the -- any

 7   of the discussions.

 8        Q.   And is that something you think that you would

 9   like to have been -- have known about at the time you

10   agreed to support this?

11        A.   Yes.  I actually think I have been pretty

12   consistent, and some might say vocal, about my

13   disappointment in not having heard about that until

14   after the discussions were complete.

15             MR. DODGE:  Thank you.  No further questions.

16             MR. LEVAR:  Any redirect, Mr. Olsen?

17             MR. OLSEN:  Just one.

18                     REDIRECT EXAMINATION

19   BY MR. OLSEN:

20        Q.   Miss Beck, Mr. Dodge has referred to a

21   circumstance that -- which you were not aware at the

22   time you signed.  Does that fact in any way change

23   your -- the office's position in support of this

24   submittal?

25        A.   No.  We, I and the office, continue to believe

0056

 1   that based on the circumstances of the negotiations and

 2   the positions taken by the various parties in the MSP

 3   that the 2017 is a reasonable and good outcome.

 4             MR. LEVAR:  Thank you.  Is that all?

 5             MR. OLSEN:  That's all.  Thank you.

 6             MR. LEVAR:  Any recross?

 7             MR. DODGE:  No, thank you.

 8             MR. LEVAR:  Commissioner White?

 9             MR. WHITE:  No questions.

10             MR. LEVAR:  Mr. Clark?

11             MR. CLARK:  I don't have a question.  But

12   since this may be my last opportunity, I just want to

13   acknowledge the efforts of the parties in the area of

14   the multi-state process.  I just recognize it's very

15   challenging, it's very cumbersome since it involves so

16   many states, so many parties, so many stake holders.

17             And I just wanted to express my personal

18   appreciation for all who continue to work very

19   diligently to protect and further Utah's interests as a

20   part of a multi-state system.  So thank you for the

21   opportunity to do that.

22             MR. LEVAR:  And I don't have anything else.

23   So thank you, Miss Beck.  Mr. Olsen, anything else?

24             MR. OLSEN:  Nothing further.

25             MR. LEVAR:  Okay.
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 1             MR. WHITE:  Chair LeVar, could I just make a

 2   clarification?  Is there an opportunity at the end if

 3   there's questions as a panel to other witnesses --

 4             MR. LEVAR:  I think, yeah, if you or -- if

 5   either of the two commissioners have further questions

 6   for witnesses after everyone's done, I don't see any

 7   reason not to do that.

 8             MR. WHITE:  Okay.  Thank you.

 9             MR. LEVAR:  Mr. Dodge?

10             MR. DODGE:  Thank you, Mr. Chairman.  UAE

11   calls Neal Townsend.

12             MR. LEVAR:  Mr. Townsend, do you swear to tell

13   the truth?

14             THE WITNESS:  I do.

15             MR. LEVAR:  Thank you.

16                        NEAL TOWNSEND,

17   called as a witness at the instance of the UAE, having

18   been first duly sworn, was examined and testified as

19   follows:

20                      DIRECT EXAMINATION

21   BY MR. DODGE:

22        Q.   Mr. Townsend, would you please give your full

23   name and for whom you work and on whose behalf you are

24   appearing.

25        A.   My name is -- is this on?  Neal Townsend,
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 1   N-E-A-L, T-O-W-N-S-E-N-D.  I am a principal with Energy

 2   Strategies, a local consulting firm.  I represent the

 3   UAE intervention group in this proceeding.

 4        Q.   Mr. Townsend, did you cause to be filed in

 5   this docket UAE Exhibit 1.0 which is your direct

 6   testimony?

 7        A.   Yes, I did.

 8        Q.   And does that testimony represent your sworn

 9   testimony here today?

10        A.   Yes, it does.

11        Q.   Any changes to that testimony?

12        A.   Not that I am aware of.

13             MR. DODGE:  Mr. Chairman, I move the admission

14   of UAE Exhibit 1.0.

15             MR. LEVAR:  I'll ask any party who objects to

16   indicate.  And I am not seeing any indication, so that

17   will be entered.  Thank you.

18        Q.   (By Mr. Dodge) Mr. Townsend, do you have a

19   brief summary of your testimony?

20        A.   I do.

21        Q.   Please offer that.

22        A.   In my testimony I recommend that the

23   commission deny Rocky Mountain Power's application for

24   approval of the 2017 protocol, including Section 14, the

25   Utah specific terms entered into among PacifiCorp, or
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 1   RMP, the Division of Public Utilities and the Office of

 2   Consumer Services.

 3             The 2017 protocol should not be approved

 4   because it misaligns the cost and risk born by Utah rate

 5   payers.  Currently RMP has an energy balancing account

 6   that will soon allow it to fully recover a pro rata

 7   share of the difference between the actual net power

 8   cost and the normalized net power cost in base rates for

 9   the Utah rate payers.

10             One of the causes of this difference is the

11   cost associated with fluctuations in generation from

12   RMP's hydroelectric generating stations.  Under the

13   terms of the 2017 protocol, Utah would not only pick up

14   a pro rata share of RMP's generation costs under the

15   rolled-in dynamic allocation method, but also pick up an

16   additional 4.4 million dollars a year to fill a share of

17   the hole caused by differing allocation methods used by

18   each state in which PacifiCorp provides electric

19   service.

20             In my opinion, allowing RMP to fully recover a

21   pro rata share of the actual net power costs from Utah

22   rate payers while at the same time burdening Utah

23   customers with an additional 4.4 million annually above

24   its pro rata share of system generation costs creates a

25   misalignment of costs and risk.
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 1             For this reason, I believe the 2017 protocol

 2   would not produce just and reasonable rates in Utah.

 3   Consequently, I recommend the commission deny the

 4   application, including the Utah state-specific terms.

 5   In its place, I recommend the commission direct RMP to

 6   use the rolled-in allocation method as it is currently

 7   defined.  That concludes my summary.

 8             MR. DODGE:  Thank you.  Mr. Townsend is

 9   available for cross-examination.

10             MR. LEVAR:  Thank you.  Mr. Solander?

11             MR. SOLANDER:  Yes.  Thank you.

12                       CROSS-EXAMINATION

13   BY MR. SOLANDER:

14        Q.   Could you turn to page 7 of your prefiled

15   testimony.

16        A.   Sure.  I am there.

17        Q.   On Line 138 you reference the benefits of the

18   hydro system and then say that the 2017 protocol would

19   move some of the benefits from Utah through the

20   equalization adjustment; is that right?

21        A.   Yes.

22        Q.   And then on page 9 of your testimony,

23   beginning on Line 185, that last sentence, could you

24   read that?

25        A.   "Given the current regulatory and other
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 1   circumstances, UAE cannot support the 2017 protocol

 2   since it unfairly assigns additional revenue requirement

 3   obligations to Utah above the rolled-in allocation

 4   method for hydro-related costs while leaving Utahns

 5   subject to all of the net power cost risk of hydro

 6   resources."

 7        Q.   So in both cases you say that it is -- the EA

 8   is for hydro-related costs; is that right?

 9        A.   Not totally but in part.

10        Q.   Is there anywhere -- can you point me to where

11   in the 2017 protocol document that it says that it's

12   related to hydro cost?

13        A.   Well, I think it's implicit if you look at the

14   way that the numbers are presented.  Included within

15   those numbers is a portion of hydro-related risk.

16        Q.   So it's not in the 2017 protocol anywhere --

17        A.   In words I don't think it is, but in numbers

18   it is.

19        Q.   And couldn't any other party argue that it's

20   for other risks not related to hydro?

21        A.   I'd like to see that argument.  I don't think

22   it's possible.

23        Q.   But it's -- that argument is just as much

24   contained in the 2017 protocol as your argument related

25   to hydro-related risks?
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 1        A.   I haven't thought of that.  Ask that again.

 2        Q.   That's nothing in the 2017 protocol related to

 3   hydro-related risks or any other related risks that a

 4   party might argue?

 5        A.   Well, I think if you look at the numbers, the

 6   hydro-related risks are in there.

 7        Q.   But it's not called out in the 2017 protocol

 8   as the agreement among the parties?

 9        A.   Well, there's a bunch of numbers in the 2017

10   protocol.  I think it is called out.

11             MR. SOLANDER:  No further questions.

12             MR. LEVAR:  Thank you.  Mr. Jetter?

13             MR. JETTER:  I have no questions for

14   Mr. Townsend.  Thank you.

15             MR. LEVAR:  Okay.  Thank you.  Mr. Olsen?

16             MR. OLSEN:  We have no questions.  Thank you.

17             MR. LEVAR:  Any redirect?

18             MR. DODGE:  No, thank you.

19             MR. LEVAR:  Commissioner White?

20             MR. WHITE:  I want to be careful not to

21   conflate your testimony with Mr. Dodge's questions.  But

22   it seemed to me that there is some notion or indication

23   that potentially the position of UAE would change if the

24   commission were to condition approval on, I guess, the

25   total approval by other states.
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 1             Is that -- does that change the position of

 2   UAE?  Or is that -- am I reading too much into his

 3   questions?

 4             THE WITNESS:  I think you are reading too much

 5   into his questions.  I think UAE's position is that as

 6   long as we have an EBA where Utah rate payers are

 7   subject to hydro risk, that we should be using the

 8   rolled-in method, however that's defined.  And that's

 9   currently defined as a 12 CP and a 75, 25 percent

10   weighting demand energy.

11             MR. WHITE:  So there's no equivocation.  It's

12   just a straight recommendation for denial.  It's not a

13   potential --

14             THE WITNESS:  I suppose in the alternative,

15   you could approve it and then just set the Utah

16   equalization adjustment to zero, and that would allow

17   the other terms of the 2017 protocol to go forward.  But

18   I don't think Utah should be saddled with a 4.4 million

19   dollar additional revenue requirement.

20             MR. WHITE:  Let me ask you this, and this is

21   where my earlier question about potential questions of

22   the parties in terms of the understanding.  With respect

23   to the other states, it is a -- what are the potential

24   options for states in terms of this agreement with

25   respect to, is it approval?  Approval with conditions?
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 1   Denial?

 2             THE WITNESS:  You know, I think there's a wide

 3   range of outcomes the other states could take.  I can't

 4   honestly speak for those other states.  But I think they

 5   could go forward with it if they so desired, if they

 6   think it's in their interest, or they could modify it in

 7   some way or reject it.  I don't know what's going to

 8   happen in the other states.

 9             MR. LEVAR:  What does the agreement allow for?

10   I guess is it a complete unwind or -- and again, I am

11   asking this with the understand of the parties.

12             THE WITNESS:  You know, I think the agreement

13   contemplates some sort of a -- if a state were to reject

14   or modify it in some fashion, then talks could continue.

15   I think in the alternative, states could just adopt it

16   as it was filed or modify it in some form.  And it would

17   be up to PacifiCorp and those states to decide whether

18   to proceed.

19             MR. WHITE:  Chair LeVar, is it appropriate at

20   this time to turn that question over to the parties if

21   they would like to address it, in terms of their

22   understanding of options both in the -- Utah and other

23   states?

24             In other words, I guess the question is, is it

25   an approval?  Option of approval with conditions?  I am
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 1   just trying to understand.  This is again prompted by

 2   some of the questions by Mr. Dodge's indication that

 3   both ICNU and environmental groups in Oregon have

 4   opposed the agreement.

 5             MR. LEVAR:  If I could just tell the forum

 6   that I think I might suggest we conclude commission

 7   questions for Mr. Townsend while counsel have a chance

 8   to look at the question you have raised.  And I don't

 9   know if that's a question for counsel or for the

10   witnesses, but we can let them think about that.

11             MR. WHITE:  It is probably a legal question,

12   and I don't mean to throw a legal question on you,

13   Mr. Townsend.

14             THE WITNESS:  Well, I am not a lawyer, so

15   we'll go on the record for that.

16             MR. WHITE:  So with that, that makes sense

17   then.

18             MR. LEVAR:  Okay.  So are you okay if

19   we move --

20             MR. WHITE:  Yeah.

21             MR. LEVAR:  Complete questions for

22   Mr. Townsend and move on to that question.

23             MR. WHITE:  No further questions.

24             MR. LEVAR:  You don't have any more?

25             MR. WHITE:  No.
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 1             MR. LEVAR:  Mr. Clark?

 2             MR. CLARK:  No questions.

 3             MR. LEVAR:  And I don't, so thank you.

 4             THE WITNESS:  Thank you very much.

 5             MR. LEVAR:  So we have a question from

 6   Commissioner White that seems to be directed to counsel.

 7   Why don't we start with Mr. Solander.

 8             MR. SOLANDER:  Thank you.  The agreement in

 9   paragraph -- get the number -- 13E does include a

10   provision regarding the interdependency among states

11   approvals that states that if it is materially deleted,

12   altered or conditions approval, that if any commission

13   materially deletes, alters or conditions approval of the

14   protocol, parties shall meet and discuss the

15   implications of the alteration.

16             So I think it would depend on if it was a

17   material alteration and the impact that it had in the

18   opinion of the parties to the agreement.

19             MR. WHITE:  And again, that's if there's a

20   alteration.  If there's a denial, I guess it falls in

21   the same category.  If there's -- for example, if Oregon

22   or another state would just completely deny, rather than

23   to alter it, it would be the same.

24             MR. SOLANDER:  I would think so, yes.

25             MR. WHITE:  Is there any other parties that
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 1   want to --

 2             MR. DODGE:  Just briefly, Commissioner White,

 3   in response to your question Mr. Townsend in light of my

 4   earlier questions.  Mr. Townsend properly stated UAE's

 5   position in the docket.  My questions were aimed at, I

 6   guess, the enforcement of this section E that

 7   Mr. Solander just talked about.

 8             And it would be UAE's proposal that if the

 9   commission were to approve it or approve it with a

10   modification, a change in the equalization adjustment to

11   zero as Mr. Townsend suggested, either way, it still

12   ought to be conditional upon seeing what the other

13   states do.

14             Because I would think that would -- could and

15   should properly potentially affect either the parties

16   who signed its support or the commission's decision to

17   support the allocation methodology.  That was the thrust

18   of my question.

19             MR. WHITE:  Okay.  Thank you.  Is there anyone

20   who else wants to opine on the question?  Mr. Jetter?

21             MR. JETTER:  The only thing I suppose I would

22   note is my understanding of the agreement and what the

23   parties have actually signed the agreement to support

24   the 2017 protocol is that we have agreed to continue to

25   support it so long as the other states don't materially
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 1   alter it.

 2             Approval of the commission and then subsequent

 3   significant change in another state, it could be

 4   somewhat difficult to sort of unwind the approval.  But

 5   I think it's certainly plausible and possible.  The

 6   dollars aren't collected until at least a new rate will

 7   go into effect, and so it wouldn't be a, sort of an

 8   emergency immediate concern.  But it's something we

 9   should certainly be watching and address as soon as

10   would happen.

11             And as far as Utah rate payers are concerned,

12   I think the alternative, I guess as I said, would be at

13   the point which these go into rates.  So we'd need to

14   monitor what's happening in other states.

15             MR. WHITE:  That's very helpful.  Thank you.

16             MR. OLSEN:  I think it's the likelihood -- I

17   mean, obviously, you, as the commission, would want to

18   be apprised of the results of any other commission

19   action.  And I suppose if -- the likely event, if it

20   appeared to be material to you, you would ask for,

21   through your normal channels, to have perhaps the

22   division initiate an analysis and then perhaps have it

23   re-reviewed.  I don't -- I think would not be

24   particularly difficult to have that happen, since it

25   calls out that opportunity for you as the commission to
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 1   look at it in its own -- of its own terms.

 2             MR. WHITE:  Thank you.  I have no further

 3   questions, Chair.

 4             MR. LEVAR:  For any of the parties or any of

 5   the witnesses?

 6             MR. WHITE:  No.  I don't.  Thank you.

 7             MR. LEVAR:  Do you have anything else,

 8   Commissioner Clark?

 9             MR. CLARK:  No questions.

10             MR. LEVAR:  Thank you.  And I don't.  So is

11   there anything else from the parties that need to be

12   addressed before we adjourn?  I am not seeing any

13   indication, so we are adjourned.  Thank you.

14

15             (The hearing concluded at 10:24 a.m.)
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		243						LN		10		7		false		               7   multi-jurisdictional utility.				false

		244						LN		10		8		false		               8             From that work, the first agreement that was				false

		245						LN		10		9		false		               9   established was a revised protocol that then led to the				false

		246						LN		10		10		false		              10   2010 protocol, and that's been in place since about 2010				false

		247						LN		10		11		false		              11   and has been used for allocations and establishment of				false

		248						LN		10		12		false		              12   revenue requirement for the company in its -- in four of				false

		249						LN		10		13		false		              13   its jurisdictions primarily that were signatories to				false

		250						LN		10		14		false		              14   that and also has been used in California.				false

		251						LN		10		15		false		              15             And that's the current method, but in that				false

		252						LN		10		16		false		              16   2010 protocol, there was a time certain when that				false

		253						LN		10		17		false		              17   agreement would expire.  That agreement was to be used				false

		254						LN		10		18		false		              18   for any applications filed by the company through				false

		255						LN		10		19		false		              19   December 31, 2016, and so, you know, potentially it				false

		256						LN		10		20		false		              20   could go into 2017 in terms of rate setting if an				false

		257						LN		10		21		false		              21   application was filed before December 31, 2016.  But we				false

		258						LN		10		22		false		              22   definitely had an end date to where we needed to review				false

		259						LN		10		23		false		              23   and agree on a new allocation methodology.				false

		260						LN		10		24		false		              24             And so the parties, as I said, have worked for				false

		261						LN		10		25		false		              25   three years in trying to identify and come up with a				false

		262						PG		11		0		false		page 11				false

		263						LN		11		1		false		               1   more durable agreement and a process after 2016 to be				false

		264						LN		11		2		false		               2   used for rate setting purposes.  And in that process,				false

		265						LN		11		3		false		               3   parties were really working and trying to identify a				false

		266						LN		11		4		false		               4   more durable, permanent solution that we could use going				false

		267						LN		11		5		false		               5   forward.				false

		268						LN		11		6		false		               6             But there were a number of issues and				false

		269						LN		11		7		false		               7   challenges, a number of items that were still creating				false

		270						LN		11		8		false		               8   some uncertainty in term of impacts to our cost				false

		271						LN		11		9		false		               9   structures.  And so the parties worked to find an				false

		272						LN		11		10		false		              10   interim agreement that we could use for a shorter period				false

		273						LN		11		11		false		              11   of time while the company continued to evaluate a number				false

		274						LN		11		12		false		              12   of issues.				false

		275						LN		11		13		false		              13             And those were identified in the agreement,				false

		276						LN		11		14		false		              14   such things as, you know, the potential for a divisional				false

		277						LN		11		15		false		              15   allocation methodology or structural separation, looking				false

		278						LN		11		16		false		              16   at the impacts of the clean power plan, 111(d) EPA				false

		279						LN		11		17		false		              17   requirements, and other issues that would have the				false

		280						LN		11		18		false		              18   potential for impacting the allocation of common costs				false

		281						LN		11		19		false		              19   that are shared amongst the states.				false

		282						LN		11		20		false		              20             And so we agreed to a more shorter term				false

		283						LN		11		21		false		              21   interim agreement, if you will, while we worked through				false

		284						LN		11		22		false		              22   some analysis.  And we have established a process that				false

		285						LN		11		23		false		              23   we would then bring back and review, on an annual basis,				false

		286						LN		11		24		false		              24   information that we have identified and studied that we				false

		287						LN		11		25		false		              25   would be doing.				false

		288						PG		12		0		false		page 12				false

		289						LN		12		1		false		               1             In going through the process, the broad review				false

		290						LN		12		2		false		               2   work group established a number of principles to help				false

		291						LN		12		3		false		               3   the group drive the analysis and the discussions, and				false

		292						LN		12		4		false		               4   those are identified in my testimony.				false

		293						LN		12		5		false		               5             Allowing states to maintain their own autonomy				false

		294						LN		12		6		false		               6   in terms of reviewing the costs, being able to have the				false

		295						LN		12		7		false		               7   flexibility to set their own class cost of allocations				false

		296						LN		12		8		false		               8   within the states, equitable solutions that allowed the				false

		297						LN		12		9		false		               9   companies -- the company to recover its costs, while				false

		298						LN		12		10		false		              10   having principles of cost causation that underlie the				false

		299						LN		12		11		false		              11   allocation of the costs, a method that would be				false

		300						LN		12		12		false		              12   sustainable and promote rate stability and would be easy				false

		301						LN		12		13		false		              13   to administer.				false

		302						LN		12		14		false		              14             Through that process, ultimately we reached				false

		303						LN		12		15		false		              15   the agreement of the 2017 protocol.  And in doing so, we				false

		304						LN		12		16		false		              16   really started with, from the basis of the 2010 protocol				false

		305						LN		12		17		false		              17   as kind of a foundation to begin the discussions.  And				false

		306						LN		12		18		false		              18   being that we were doing a very short-term agreement for				false

		307						LN		12		19		false		              19   two years with a methodology that would run for cases				false

		308						LN		12		20		false		              20   filed January 1, 2017 through cases filed by December				false

		309						LN		12		21		false		              21   31, 2018, with the potential of the commission's				false

		310						LN		12		22		false		              22   approval for a one year extension, we reached a				false

		311						LN		12		23		false		              23   methodology using the 2010 protocol as the starting				false

		312						LN		12		24		false		              24   point, and then reviewed the components of the 2010				false

		313						LN		12		25		false		              25   protocol for any changes or modifications that were				false

		314						PG		13		0		false		page 13				false

		315						LN		13		1		false		               1   warranted.				false

		316						LN		13		2		false		               2             And so the agreement should be generally				false

		317						LN		13		3		false		               3   familiar to the commission based on what you saw in the				false

		318						LN		13		4		false		               4   approval docket for the 2010 protocol with some -- with				false

		319						LN		13		5		false		               5   some additional changes.  And I'll just identify those.				false

		320						LN		13		6		false		               6             As we consider the settlement agreement, the				false

		321						LN		13		7		false		               7   components of it walks through various paragraphs, but				false

		322						LN		13		8		false		               8   to summarize the agreement, paragraphs 3 through 8 of				false

		323						LN		13		9		false		               9   the protocol, and that's attached as Exhibit A to				false

		324						LN		13		10		false		              10   RPMJKL1.  Paragraphs 3 through 8 really outline the				false

		325						LN		13		11		false		              11   allocation of the costs, talking about system resources				false

		326						LN		13		12		false		              12   versus state resources, the generation components.				false

		327						LN		13		13		false		              13   Walks through the transmission, distribution costs A and				false

		328						LN		13		14		false		              14   G, special contracts.				false

		329						LN		13		15		false		              15             And incorporated in that there is a new				false

		330						LN		13		16		false		              16   component that wasn't considered previously, which was				false

		331						LN		13		17		false		              17   an equalization adjustment.  And I'll touch on that in				false

		332						LN		13		18		false		              18   just a moment.				false

		333						LN		13		19		false		              19             Paragraph 9, similar to what was in the prior				false

		334						LN		13		20		false		              20   agreement, which talks about the gain and loss of sale				false

		335						LN		13		21		false		              21   of assets and transmission allocations.  Paragraph 10 in				false

		336						LN		13		22		false		              22   the 2010 protocol addressed direct access and had some				false

		337						LN		13		23		false		              23   structure around what may happen if a state was				false

		338						LN		13		24		false		              24   implementing direct access.				false

		339						LN		13		25		false		              25             Since that time, Oregon actually implemented				false

		340						PG		14		0		false		page 14				false

		341						LN		14		1		false		               1   direct access rules and an approach there, and so the				false

		342						LN		14		2		false		               2   agreement addresses how that will be handled, as well as				false

		343						LN		14		3		false		               3   if any other states, including Utah, were to address				false

		344						LN		14		4		false		               4   customers that are eligible to leave its system and how				false

		345						LN		14		5		false		               5   that would be handled.  And it largely leaves that				false

		346						LN		14		6		false		               6   neutral for future consideration if those events happen				false

		347						LN		14		7		false		               7   with no prejudgment there.				false

		348						LN		14		8		false		               8             Section 11 then, or paragraph 11, talks about				false

		349						LN		14		9		false		               9   the loss of load, if it's greater or less than 5				false

		350						LN		14		10		false		              10   percent, similar to what was in the 2010 protocol.				false

		351						LN		14		11		false		              11             Paragraph 12 covers the company's planning for				false

		352						LN		14		12		false		              12   resource acquisitions, that it would continue to be a				false

		353						LN		14		13		false		              13   system-wide least cost basis.				false

		354						LN		14		14		false		              14             Paragraph 13 outlines the governance over the				false

		355						LN		14		15		false		              15   2017 protocol and establishes an annual commissioners				false

		356						LN		14		16		false		              16   forum that would be held January of each year with the				false

		357						LN		14		17		false		              17   first one in January of 2017 where the company will				false

		358						LN		14		18		false		              18   bring forward its initial results on a number of studies				false

		359						LN		14		19		false		              19   and a new view of what could be potentially proposed for				false

		360						LN		14		20		false		              20   a new allocation method.				false

		361						LN		14		21		false		              21             As a result of that meeting, following up from				false

		362						LN		14		22		false		              22   January then, there would be a decision that would need				false

		363						LN		14		23		false		              23   to be made by March of 2017 on whether the agreement				false

		364						LN		14		24		false		              24   should be extended for one additional year.  And it				false

		365						LN		14		25		false		              25   identifies that, you know, the commissions in all				false

		366						PG		15		0		false		page 15				false

		367						LN		15		1		false		               1   jurisdictions could establish whatever process they deem				false

		368						LN		15		2		false		               2   necessary in advance of that decision, whatever type of				false

		369						LN		15		3		false		               3   public input process they would want to undertake in				false

		370						LN		15		4		false		               4   order to make such decision.				false

		371						LN		15		5		false		               5             And then paragraph 14 establishes the specific				false

		372						LN		15		6		false		               6   state terms that were negotiated, and this is a bit				false

		373						LN		15		7		false		               7   different than how the 2010 protocol was handled.  An				false

		374						LN		15		8		false		               8   initial agreement was reached in the 2010 protocol, and				false

		375						LN		15		9		false		               9   then filings were made in each state, and negotiations				false

		376						LN		15		10		false		              10   were undertook which led to a number of differences in				false

		377						LN		15		11		false		              11   how the agreement actually got implemented.				false

		378						LN		15		12		false		              12             And so as we approach the 2017 protocol, we				false

		379						LN		15		13		false		              13   wanted to have transparency with all states				false

		380						LN		15		14		false		              14   understanding what the deal was, what had been				false

		381						LN		15		15		false		              15   negotiated, and how each state was being handled going				false

		382						LN		15		16		false		              16   into the agreement.  And so Section 14 of the				false

		383						LN		15		17		false		              17   stipulation, or of the 2017 protocol document outlines				false

		384						LN		15		18		false		              18   how each state is being treated and incorporates into it				false

		385						LN		15		19		false		              19   what's called the equalization adjustment.				false

		386						LN		15		20		false		              20             And as we initially started this settlement				false

		387						LN		15		21		false		              21   discussions and looking for methodologies, there was a				false

		388						LN		15		22		false		              22   range of options that were being looked at, a number of				false

		389						LN		15		23		false		              23   changes to coincident peaks or demand energy weightings				false

		390						LN		15		24		false		              24   and so forth.  And since this was a sort of short-term				false

		391						LN		15		25		false		              25   agreement, the parties really focused on an outcome that				false

		392						PG		16		0		false		page 16				false

		393						LN		16		1		false		               1   they could support without specifically identifying how				false

		394						LN		16		2		false		               2   we got to that end results or permanent changes to the				false

		395						LN		16		3		false		               3   number of coincident peaks that are used in the				false

		396						LN		16		4		false		               4   allocations or changes to the demand and energy.				false

		397						LN		16		5		false		               5             And witness Artie Powell for the DPU talked				false

		398						LN		16		6		false		               6   about a range of outcomes and showed the percentage				false

		399						LN		16		7		false		               7   change that could be the potential from changing those				false

		400						LN		16		8		false		               8   type of inputs.				false

		401						LN		16		9		false		               9             So the parties worked through, reached an				false

		402						LN		16		10		false		              10   agreement, which generally resulted in about a two				false

		403						LN		16		11		false		              11   tenths percent change for each jurisdiction in terms of				false

		404						LN		16		12		false		              12   the revenue requirement impact and the cost sharing.				false

		405						LN		16		13		false		              13   The company didn't get its hole, the allocation hole				false

		406						LN		16		14		false		              14   from differing results from each state.  So we had a				false

		407						LN		16		15		false		              15   share in that, as well as each state moving a little bit				false

		408						LN		16		16		false		              16   towards the center in terms of a common approach.				false

		409						LN		16		17		false		              17             And so the way that that equalization				false

		410						LN		16		18		false		              18   adjustment is implemented is outlined in Section 14,				false

		411						LN		16		19		false		              19   whether there's a rate case that would implement it, or				false

		412						LN		16		20		false		              20   if not, then deferral mechanisms and various agreements				false

		413						LN		16		21		false		              21   across the states in terms of the timing of when				false

		414						LN		16		22		false		              22   deferrals would kick off and the treatment of those				false

		415						LN		16		23		false		              23   dollars.				false

		416						LN		16		24		false		              24             And so that's probably the main issue is that				false

		417						LN		16		25		false		              25   we really establish kind of a base line on where states				false

		418						PG		17		0		false		page 17				false

		419						LN		17		1		false		               1   were at with the 2010 protocol, with where they were at				false

		420						LN		17		2		false		               2   with their embedded cost differential adjustment, like				false

		421						LN		17		3		false		               3   those in Wyoming and Idaho.				false

		422						LN		17		4		false		               4             Utah was still consistently treated with where				false

		423						LN		17		5		false		               5   it was at with a zero ECD.  And then added to that, the				false

		424						LN		17		6		false		               6   adjustment for the equalization adjustment to come up				false

		425						LN		17		7		false		               7   with what the adjustment would be for the revenue				false

		426						LN		17		8		false		               8   requirement determinations and for deferrals.				false

		427						LN		17		9		false		               9             Oregon's methodology established bands around				false

		428						LN		17		10		false		              10   what their ECD value could be during the term of the				false

		429						LN		17		11		false		              11   agreement.				false

		430						LN		17		12		false		              12             With that then, I think that would conclude my				false

		431						LN		17		13		false		              13   summary, just asking the commission to seriously				false

		432						LN		17		14		false		              14   consider and approve the 2017 Protocol as being in the				false

		433						LN		17		15		false		              15   public interest for use by the company for rate setting				false

		434						LN		17		16		false		              16   purposes through December 31, 2018.  And that concludes				false

		435						LN		17		17		false		              17   my summary.				false

		436						LN		17		18		false		              18             MR. SOLANDER:  Thank you.  Mr. Larsen is				false

		437						LN		17		19		false		              19   available for cross-examination by the parties or				false

		438						LN		17		20		false		              20   questions from the commission.				false

		439						LN		17		21		false		              21             MR. LEVAR:  Okay.  Thank you, Mr. Solander.				false

		440						LN		17		22		false		              22   Mr. Jetter?				false

		441						LN		17		23		false		              23             MR. JETTER:  No questions from the division,				false

		442						LN		17		24		false		              24   thank you.				false

		443						LN		17		25		false		              25             MR. LEVAR:  Mr. Olsen?				false

		444						PG		18		0		false		page 18				false

		445						LN		18		1		false		               1             MR. OLSEN:  No questions from the office.				false

		446						LN		18		2		false		               2             MR. LEVAR:  Mr. Dodge?				false

		447						LN		18		3		false		               3             MR. DODGE:  Yes.  Thank you, Mr. Chairman.				false

		448						LN		18		4		false		               4                       CROSS-EXAMINATION				false

		449						LN		18		5		false		               5   BY MR. DODGE:				false

		450						LN		18		6		false		               6        Q.   Mr. Larsen, you filed for approval of the 2017				false

		451						LN		18		7		false		               7   Protocol in your other jurisdictions; is that correct?				false

		452						LN		18		8		false		               8        A.   Yes.				false

		453						LN		18		9		false		               9        Q.   And are any parties opposing approval of the				false

		454						LN		18		10		false		              10   protocol in any other states?				false

		455						LN		18		11		false		              11        A.   In Idaho, we have received comments now from				false

		456						LN		18		12		false		              12   the Idaho commission staff recommending approval of it.				false

		457						LN		18		13		false		              13   We have received comments from Monsanto in Idaho				false

		458						LN		18		14		false		              14   recommending approval.  Those were the two parties, I				false

		459						LN		18		15		false		              15   believe, in Idaho.  That will follow my modified				false

		460						LN		18		16		false		              16   procedure where the commission takes the comments in and				false

		461						LN		18		17		false		              17   then will make a decision there.				false

		462						LN		18		18		false		              18             In Wyoming all the parties were supportive,				false

		463						LN		18		19		false		              19   the Wyoming staff, the Office of Consumer Advocate, the				false

		464						LN		18		20		false		              20   Wyoming Industrial Energy Consumers.  In Oregon, the				false

		465						LN		18		21		false		              21   stipulation was contested by the industrial customers of				false

		466						LN		18		22		false		              22   Northwest Utilities and an environmental group, I				false

		467						LN		18		23		false		              23   believe.				false

		468						LN		18		24		false		              24        Q.   To this point no state has approved the				false

		469						LN		18		25		false		              25   protocol; is that correct?				false

		470						PG		19		0		false		page 19				false

		471						LN		19		1		false		               1        A.   Not at this point.				false

		472						LN		19		2		false		               2        Q.   And is it your suggestion to this commission				false

		473						LN		19		3		false		               3   that they condition an order in this case, if they				false

		474						LN		19		4		false		               4   choose to approve it, on the outcome of those other				false

		475						LN		19		5		false		               5   state proceedings?				false

		476						LN		19		6		false		               6        A.   I don't believe it's necessary to condition				false

		477						LN		19		7		false		               7   the order that -- there's no new terms, we believe, that				false

		478						LN		19		8		false		               8   would come forward.  All of the parties negotiated the				false

		479						LN		19		9		false		               9   components.  They are all incorporated into the document				false

		480						LN		19		10		false		              10   so the parties would have visibility, so there's in my				false

		481						LN		19		11		false		              11   view no need for holding a condition in case there's				false

		482						LN		19		12		false		              12   favored nations type of clauses, because the components				false

		483						LN		19		13		false		              13   are identified within the agreement.				false

		484						LN		19		14		false		              14        Q.   But if some state were to reject it, then you				false

		485						LN		19		15		false		              15   wouldn't have an agreement among all the states.  Don't				false

		486						LN		19		16		false		              16   you think that would be of interest to the commission?				false

		487						LN		19		17		false		              17        A.   Certainly it would.  Someone has to go first				false

		488						LN		19		18		false		              18   and make a decision.  But, you know, in -- as I				false

		489						LN		19		19		false		              19   indicated, in the other states we don't think approval				false

		490						LN		19		20		false		              20   is going to be a challenge, given that especially in				false

		491						LN		19		21		false		              21   Idaho and Wyoming, there is no parties contesting the				false

		492						LN		19		22		false		              22   agreement.				false

		493						LN		19		23		false		              23        Q.   But again, there are two parties in Oregon				false

		494						LN		19		24		false		              24   contesting?				false

		495						LN		19		25		false		              25        A.   That's correct.				false

		496						PG		20		0		false		page 20				false

		497						LN		20		1		false		               1             MR. DODGE:  Thank you.  No further questions.				false

		498						LN		20		2		false		               2             MR. LEVAR:  Okay.  Thank you.  Commissioner				false

		499						LN		20		3		false		               3   Clark, do you have any questions for him?				false

		500						LN		20		4		false		               4             MR. CLARK:  Continuing with the subject, can				false

		501						LN		20		5		false		               5   you be a little more precise for us on the status of the				false

		502						LN		20		6		false		               6   proceedings in the other states, if schedules exist for				false

		503						LN		20		7		false		               7   reaching a determination in those states?				false

		504						LN		20		8		false		               8             THE WITNESS:  Yes.  In -- so in Oregon, we				false

		505						LN		20		9		false		               9   have now completed the hearings.  Those were actually				false

		506						LN		20		10		false		              10   held last week, so a decision is now -- you know, will				false

		507						LN		20		11		false		              11   be forthcoming and is pending.				false

		508						LN		20		12		false		              12             As I indicated, in Idaho now, the case really				false

		509						LN		20		13		false		              13   is fully submitted.  The comments have been filed, so				false

		510						LN		20		14		false		              14   now it will be up to the commission to take that up in				false

		511						LN		20		15		false		              15   one of their decision meetings based on the evidence and				false

		512						LN		20		16		false		              16   the comments that have been filed to make a decision.				false

		513						LN		20		17		false		              17   So we anticipate that we would see a decision there by				false

		514						LN		20		18		false		              18   our requested July time frame.				false

		515						LN		20		19		false		              19             In Wyoming, I don't believe that we have seen				false

		516						LN		20		20		false		              20   a schedule established yet, and so we are waiting to see				false

		517						LN		20		21		false		              21   a schedule produced by the commission staff in Wyoming.				false

		518						LN		20		22		false		              22             MR. CLARK:  And if a state were to decline to				false

		519						LN		20		23		false		              23   approve the changes, what would -- and other states				false

		520						LN		20		24		false		              24   approved it, what -- how would that work in your mind?				false

		521						LN		20		25		false		              25             THE WITNESS:  Well, clearly we would have to				false

		522						PG		21		0		false		page 21				false

		523						LN		21		1		false		               1   evaluate the impacts, what their decision directs us to				false

		524						LN		21		2		false		               2   do.  You know, it is a short-term agreement in nature,				false

		525						LN		21		3		false		               3   and so we would have to evaluate whether we continue				false

		526						LN		21		4		false		               4   with the states that agreed to it and then go back to				false

		527						LN		21		5		false		               5   the table and try to get the parties back in agreement.				false

		528						LN		21		6		false		               6             As you are aware, we do have one state, the				false

		529						LN		21		7		false		               7   state of Washington, that participated in the MSP				false

		530						LN		21		8		false		               8   process and discussions.  They continue to look at and				false

		531						LN		21		9		false		               9   advocate for a divisional allocation approach, and so we				false

		532						LN		21		10		false		              10   were unable to get them into the agreement.  So we				false

		533						LN		21		11		false		              11   continue with the state of Wyo -- or Washington on a				false

		534						LN		21		12		false		              12   separate methodology, which is the western control area.				false

		535						LN		21		13		false		              13   And we continue to work with that state to see if we				false

		536						LN		21		14		false		              14   can't find some type of resolution to get a common				false

		537						LN		21		15		false		              15   allocation approach.				false

		538						LN		21		16		false		              16             And, you know, so I guess I couldn't say at				false

		539						LN		21		17		false		              17   this point that it would put an end to the 2017				false

		540						LN		21		18		false		              18   protocol, but we would continue to work with the state				false

		541						LN		21		19		false		              19   that chose not to support it and try and bring them into				false

		542						LN		21		20		false		              20   a common agreement in the next round.				false

		543						LN		21		21		false		              21             MR. CLARK:  A question that relates to your				false

		544						LN		21		22		false		              22   testimony about page 16 regarding the ECD or embedded				false

		545						LN		21		23		false		              23   cost differential.  And there you, you talk about the				false

		546						LN		21		24		false		              24   2017 protocol eliminating or mitigating unintended				false

		547						LN		21		25		false		              25   allocation consequences that were experienced under the				false

		548						PG		22		0		false		page 22				false

		549						LN		22		1		false		               1   2010 protocol.				false

		550						LN		22		2		false		               2             And I just would like you to, if you can, be a				false

		551						LN		22		3		false		               3   little more specific about the nature of the unintended				false

		552						LN		22		4		false		               4   consequences and how those are mitigated in the -- or				false

		553						LN		22		5		false		               5   eliminated in the 2017 protocol.				false

		554						LN		22		6		false		               6             THE WITNESS:  Sure.  And Mr. McDougal may have				false

		555						LN		22		7		false		               7   more specifics on the numbers, but generally what we are				false

		556						LN		22		8		false		               8   seeing is the embedded cost differential growing over				false

		557						LN		22		9		false		               9   time, largely depending on which side of the system				false

		558						LN		22		10		false		              10   investments were made or if we are adding more				false

		559						LN		22		11		false		              11   investments, such as scrubbers, SCRs on the generation				false

		560						LN		22		12		false		              12   plant.				false

		561						LN		22		13		false		              13             Just by the nature of the calculation, any				false

		562						LN		22		14		false		              14   costs that were added to the generation, and you are				false

		563						LN		22		15		false		              15   comparing on a dollar per megawatt hour the difference				false

		564						LN		22		16		false		              16   between your other generation versus hydro, that as your				false

		565						LN		22		17		false		              17   other generation costs grew, by definition then, through				false

		566						LN		22		18		false		              18   the calculation, the embedded cost differential was				false

		567						LN		22		19		false		              19   growing over time.				false

		568						LN		22		20		false		              20             And so we saw that as a challenge, and there				false

		569						LN		22		21		false		              21   was a lot of variability and fluctuation to it, and				false

		570						LN		22		22		false		              22   that's where we saw the unintended consequences, where				false

		571						LN		22		23		false		              23   we thought the ECD and the -- really that allocation				false

		572						LN		22		24		false		              24   hole that we had as a result of that, would be stable,				false

		573						LN		22		25		false		              25   and instead we have seen it unpredictable and harder to				false

		574						PG		23		0		false		page 23				false

		575						LN		23		1		false		               1   forecast and growing over time.				false

		576						LN		23		2		false		               2             And so the fix that we have then is that the				false

		577						LN		23		3		false		               3   ECD for the states that have it is either fixed for				false

		578						LN		23		4		false		               4   Idaho and Wyoming, and in the prior methodology in the				false

		579						LN		23		5		false		               5   2010 protocol, Wyoming had a dynamic ECD, which meant				false

		580						LN		23		6		false		               6   that it was moving over time, where Idaho in the				false

		581						LN		23		7		false		               7   original 2010 protocol agreement was that the ECD would				false

		582						LN		23		8		false		               8   be a fixed number for the duration of the agreement.				false

		583						LN		23		9		false		               9             And so it's been locked in for Idaho and				false

		584						LN		23		10		false		              10   Wyoming, and Utah is zero from your decision.  And then				false

		585						LN		23		11		false		              11   for Oregon, which is the significant component of the				false

		586						LN		23		12		false		              12   ECD; they have the greatest share of it, it's been				false

		587						LN		23		13		false		              13   agreed that it's dynamic.  But it's got bands on it				false

		588						LN		23		14		false		              14   between 8.2 and about 10 and a half million.  Or if we				false

		589						LN		23		15		false		              15   go into year three, it would be 11 million, and so it's				false

		590						LN		23		16		false		              16   got that range and caps on it so that we've got more				false

		591						LN		23		17		false		              17   predictability about the value that they are getting				false

		592						LN		23		18		false		              18   from that.				false

		593						LN		23		19		false		              19             And with the equalization adjustment then,				false

		594						LN		23		20		false		              20   that then is applied to each state and moves all the				false

		595						LN		23		21		false		              21   states, whether they are at one end of the extreme with				false

		596						LN		23		22		false		              22   the dynamic allocation method, or in the case of Utah,				false

		597						LN		23		23		false		              23   at a rolled-in method with no ECD, this agreement was				false

		598						LN		23		24		false		              24   helping to bring parties to more of a midpoint in terms				false

		599						LN		23		25		false		              25   of a rolled-in allocation with a adjustment overlaid on				false

		600						PG		24		0		false		page 24				false

		601						LN		24		1		false		               1   it that was taking into consideration the discussions we				false

		602						LN		24		2		false		               2   were having on whether CPs should change, whether				false

		603						LN		24		3		false		               3   weightings of demand and energy should change, whether				false

		604						LN		24		4		false		               4   we should go to, you know, 4 CP, 8 CP, weighted				false

		605						LN		24		5		false		               5   coincident peaks on summer months.				false

		606						LN		24		6		false		               6             Just a lot of issues that really came down to				false

		607						LN		24		7		false		               7   not finding what specific methodology should be applied,				false

		608						LN		24		8		false		               8   but a dollar amount the parties could agree was in the				false

		609						LN		24		9		false		               9   public interest and represented a fair outcome while				false

		610						LN		24		10		false		              10   still supporting a rolled-in type of approach,				false

		611						LN		24		11		false		              11   especially here in Utah.				false

		612						LN		24		12		false		              12             MR. CLARK:  Thank you.  That concludes my				false

		613						LN		24		13		false		              13   questions.				false

		614						LN		24		14		false		              14             MR. LEVAR:  Okay.  Thank you.  And before I go				false

		615						LN		24		15		false		              15   to Commissioner White, I forgot to go to Mr. Solander,				false

		616						LN		24		16		false		              16   if you had any redirect after Mr. Dodge's questions.				false

		617						LN		24		17		false		              17             MR. SOLANDER:  If it would be okay, could I				false

		618						LN		24		18		false		              18   wait until after the commission's questions, or would				false

		619						LN		24		19		false		              19   you like me to ask it now?				false

		620						LN		24		20		false		              20             MR. LEVAR:  I think it would be fine either				false

		621						LN		24		21		false		              21   way, but if you have redirect from Mr. Dodge, maybe we				false

		622						LN		24		22		false		              22   can go ahead with that.				false

		623						LN		24		23		false		              23             MR. SOLANDER:  I don't have any redirect from				false

		624						LN		24		24		false		              24   Mr. Dodge, but I do have one question based on				false

		625						LN		24		25		false		              25   Commissioner Clark's questions.				false

		626						PG		25		0		false		page 25				false

		627						LN		25		1		false		               1             MR. LEVAR:  If you want to go with that, that				false

		628						LN		25		2		false		               2   would be fine.				false

		629						LN		25		3		false		               3                     REDIRECT EXAMINATION				false

		630						LN		25		4		false		               4   BY MR. SOLANDER:				false

		631						LN		25		5		false		               5        Q.   Just to clarify, is the equalization				false

		632						LN		25		6		false		               6   adjustment tied to or based on the ECD?				false

		633						LN		25		7		false		               7        A.   No, it's not.  It was a negotiated number				false

		634						LN		25		8		false		               8   amongst all the parties that's basically on a percentage				false

		635						LN		25		9		false		               9   basis comparable across each jurisdiction.				false

		636						LN		25		10		false		              10             MR. SOLANDER:  Thank you.  That's all I have.				false

		637						LN		25		11		false		              11             MR. LEVAR:  Okay.  Thank you.  Mr. White?				false

		638						LN		25		12		false		              12             MR. WHITE:  Yeah, just one question.  I				false

		639						LN		25		13		false		              13   recognize this agreement is essentially bridging during				false

		640						LN		25		14		false		              14   a time of flux with respect to a potential clean power				false

		641						LN		25		15		false		              15   plan, expansion, etc.  Is the current state of the clean				false

		642						LN		25		16		false		              16   power plan affecting the company's analysis in this				false

		643						LN		25		17		false		              17   respect in the context of the MSP agreement?  I mean, is				false

		644						LN		25		18		false		              18   there a continuing ongoing analysis, notwithstanding				false

		645						LN		25		19		false		              19   this current state?				false

		646						LN		25		20		false		              20             THE WITNESS:  Yes.  You know, we continue to				false

		647						LN		25		21		false		              21   evaluate and analyze the clean power plan and how the				false

		648						LN		25		22		false		              22   company would move forward with the implementation,				false

		649						LN		25		23		false		              23   looking at rate based versus mass based.  And ultimately				false

		650						LN		25		24		false		              24   we believe that it will continue in some form, so we are				false

		651						LN		25		25		false		              25   looking at how we will address it and meet our				false

		652						PG		26		0		false		page 26				false

		653						LN		26		1		false		               1   compliance obligations.				false

		654						LN		26		2		false		               2             MR. WHITE:  That's all I have.				false

		655						LN		26		3		false		               3             MR. LEVAR:  Okay.  I just have one.  What is				false

		656						LN		26		4		false		               4   your view of the implications to the utility or to the				false

		657						LN		26		5		false		               5   other states from the position of the State of				false

		658						LN		26		6		false		               6   Washington with respect to this?				false

		659						LN		26		7		false		               7             THE WITNESS:  I hate to speak for the state				false

		660						LN		26		8		false		               8   representatives.  From the company's point of view, it				false

		661						LN		26		9		false		               9   is a significant challenge.  Now, you know, their				false

		662						LN		26		10		false		              10   methodology, if you understand the western control area,				false

		663						LN		26		11		false		              11   is that they don't pay for common resources that are in				false

		664						LN		26		12		false		              12   the eastern control area.  But they pay for a greater				false

		665						LN		26		13		false		              13   share then of resources that are in the west control				false

		666						LN		26		14		false		              14   area.				false

		667						LN		26		15		false		              15             So instead of paying, you know, 9 percent of,				false

		668						LN		26		16		false		              16   you know, say the Hunter and Huntington plants, they pay				false

		669						LN		26		17		false		              17   zero of that.  But then they are paying upwards of, you				false

		670						LN		26		18		false		              18   know, probably close to 20 percent or greater on a				false

		671						LN		26		19		false		              19   divisional basis of the units such as Bridger and others				false

		672						LN		26		20		false		              20   that serve their control area.				false

		673						LN		26		21		false		              21             So they do underpay on one hand, overpay on				false

		674						LN		26		22		false		              22   the others.  But the net impact is that the company is				false

		675						LN		26		23		false		              23   still short significantly in its cost recovery.  We				false

		676						LN		26		24		false		              24   continue to evaluate that and try to find options and				false

		677						LN		26		25		false		              25   methodologies to address that.				false

		678						PG		27		0		false		page 27				false

		679						LN		27		1		false		               1             We have taken a number of issues to great				false

		680						LN		27		2		false		               2   lengths to find a way to get proper cost recovery and				false

		681						LN		27		3		false		               3   continue to struggle with that.  Now, they are only				false

		682						LN		27		4		false		               4   about 8 or 9 percent of the system, but, you know,				false

		683						LN		27		5		false		               5   that's still significant in terms of the shortfall.				false

		684						LN		27		6		false		               6             It has not to this point impacted the rating				false

		685						LN		27		7		false		               7   agency's view of the company being able to have				false

		686						LN		27		8		false		               8   sufficient revenues to cover its debt obligations or its				false

		687						LN		27		9		false		               9   ratings for debt borrowing.  But that would probably, I				false

		688						LN		27		10		false		              10   think, be probably the first place that you would be				false

		689						LN		27		11		false		              11   concerned is, are they sufficiently covering those costs				false

		690						LN		27		12		false		              12   or not impacting those so that it's not driving up costs				false

		691						LN		27		13		false		              13   for the other states.				false

		692						LN		27		14		false		              14             MR. LEVAR:  Okay.  Thank you.  That's the only				false

		693						LN		27		15		false		              15   question I have.  Mr. Solander?				false

		694						LN		27		16		false		              16             MR. SOLANDER:  I would just move that				false

		695						LN		27		17		false		              17   Mr. Larsen's testimony and the exhibit thereto be				false

		696						LN		27		18		false		              18   entered into the record.				false

		697						LN		27		19		false		              19             MR. LEVAR:  If there's any objection, indicate				false

		698						LN		27		20		false		              20   to me.  I am not seeing any, so that will be entered.				false

		699						LN		27		21		false		              21   Thank you.				false

		700						LN		27		22		false		              22             MR. SOLANDER:  Thank you.  Rocky Mountain				false

		701						LN		27		23		false		              23   Power would like to call Mr. McDougal as its second				false

		702						LN		27		24		false		              24   witness.				false

		703						LN		27		25		false		              25             MR. LEVAR:  Mr. McDougal, do you swear to tell				false

		704						PG		28		0		false		page 28				false

		705						LN		28		1		false		               1   the truth?				false

		706						LN		28		2		false		               2             THE WITNESS:  Yes, I do.				false

		707						LN		28		3		false		               3             MR. LEVAR:  Thank you.				false

		708						LN		28		4		false		               4                       STEVEN MCDOUGAL,				false

		709						LN		28		5		false		               5   called as a witness at the instance of Rocky Mountain				false

		710						LN		28		6		false		               6   Power, having been first duly sworn, was examined and				false

		711						LN		28		7		false		               7   testified as follows:				false

		712						LN		28		8		false		               8                      DIRECT EXAMINATION				false

		713						LN		28		9		false		               9   BY MR. SOLANDER:				false

		714						LN		28		10		false		              10        Q.   Good morning, Mr. McDougal.				false

		715						LN		28		11		false		              11        A.   Good morning.				false

		716						LN		28		12		false		              12        Q.   Could you please state and spell your name for				false

		717						LN		28		13		false		              13   the record?				false

		718						LN		28		14		false		              14        A.   Yes.  My name is Steven McDougal, S-T-E-V-E-N,				false

		719						LN		28		15		false		              15   M-C-D-O-U-G-A-L.				false

		720						LN		28		16		false		              16        Q.   And by whom are you employed and in what				false

		721						LN		28		17		false		              17   capacity?				false

		722						LN		28		18		false		              18        A.   I am employed by Rocky Mountain Power as the				false

		723						LN		28		19		false		              19   director of revenue requirement.				false

		724						LN		28		20		false		              20        Q.   And did you file both direct and rebuttal				false

		725						LN		28		21		false		              21   testimony in this proceeding?				false

		726						LN		28		22		false		              22        A.   Yes, I did.				false

		727						LN		28		23		false		              23        Q.   And are there any exhibits to your testimony?				false

		728						LN		28		24		false		              24        A.   No, there are not.				false

		729						LN		28		25		false		              25        Q.   And do you have any corrections or additions				false

		730						PG		29		0		false		page 29				false

		731						LN		29		1		false		               1   to your testimony that you filed?				false

		732						LN		29		2		false		               2        A.   There is one minor correction on my rebuttal				false

		733						LN		29		3		false		               3   testimony.  In my version the footnote on the bottom				false

		734						LN		29		4		false		               4   says direct instead of rebuttal.				false

		735						LN		29		5		false		               5        Q.   And with that one correction, if I asked you				false

		736						LN		29		6		false		               6   those questions today, would your answers be the same?				false

		737						LN		29		7		false		               7        A.   Yes, they would.				false

		738						LN		29		8		false		               8             MR. SOLANDER:  At this time I'd like to move				false

		739						LN		29		9		false		               9   the admission of Mr. McDougal's direct and rebuttal				false

		740						LN		29		10		false		              10   testimony.				false

		741						LN		29		11		false		              11             MR. LEVAR:  Okay.  Please let me know if any				false
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		1481						LN		57		23		false		              23   name and for whom you work and on whose behalf you are				false
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		1489						LN		58		5		false		               5   this docket UAE Exhibit 1.0 which is your direct				false
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		1491						LN		58		7		false		               7        A.   Yes, I did.				false

		1492						LN		58		8		false		               8        Q.   And does that testimony represent your sworn				false
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		1497						LN		58		13		false		              13             MR. DODGE:  Mr. Chairman, I move the admission				false
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		1704						LN		66		12		false		              12   altered or conditions approval, that if any commission				false

		1705						LN		66		13		false		              13   materially deletes, alters or conditions approval of the				false

		1706						LN		66		14		false		              14   protocol, parties shall meet and discuss the				false
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		1713						LN		66		21		false		              21   the same category.  If there's -- for example, if Oregon				false
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		1717						LN		66		25		false		              25             MR. WHITE:  Is there any other parties that				false
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		1721						LN		67		3		false		               3   in response to your question Mr. Townsend in light of my				false

		1722						LN		67		4		false		               4   earlier questions.  Mr. Townsend properly stated UAE's				false

		1723						LN		67		5		false		               5   position in the docket.  My questions were aimed at, I				false

		1724						LN		67		6		false		               6   guess, the enforcement of this section E that				false
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		1728						LN		67		10		false		              10   modification, a change in the equalization adjustment to				false
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		1739						LN		67		21		false		              21             MR. JETTER:  The only thing I suppose I would				false

		1740						LN		67		22		false		              22   note is my understanding of the agreement and what the				false
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		1745						LN		68		1		false		               1   alter it.				false
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               1   May 26, 2016                                 9:02 a.m.



               2                     P R O C E E D I N G S



               3             MR. LEVAR:  Good morning.  We're here for



               4   Docket 15-035-86, In the Matter of the Application of



               5   Rocky Mountain Power for Approval of the 2017 protocol.



               6   Why don't we start with appearances.



               7             MR. SOLANDER:  Good morning, Chairman LeVar.



               8   Daniel Solander appearing on behalf of Rocky Mountain



               9   Power, and I have with me at the counsel table our two



              10   witnesses, Jeffrey Larsen, vice president of regulation,



              11   and Steve McDougal, director of revenue requirement.



              12             MR. LEVAR:  Okay.  Thanks.



              13             MR. JETTER:  Good morning.  I'm Justin Jetter



              14   with the Utah Attorney General's office.  I represent



              15   the Utah Division of Public Utilities, and with me at



              16   counsel table is Dr. Artie Powell.



              17             MR. LEVAR:  Okay.  Thank you.



              18             MR. OLSEN:  I'm Rex Olsen.  I represent the



              19   Office of Consumer Services, and at counsel table with



              20   me is Michelle Beck, the director of the Office of



              21   Consumer Services.



              22             MR. LEVAR:  Okay.  Thank you.



              23             MR. DODGE:  Gary Dodge on behalf of UAE, and



              24   our witness, Neal Townsend, is with me at the table.



              25             MR. LEVAR:  Okay.  Thank you.  Is anyone aware
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               1   of any preliminary matters we should deal with before we



               2   just go right into the testimony?  Mr. Solander?



               3             MR. SOLANDER:  Not that I'm aware of.



               4             MR. LEVAR:  No?  I am not seeing any other



               5   indications, so we will go ahead with Mr. Solander.



               6             MR. SOLANDER:  Thank you.  Rocky Mountain



               7   Power would like to call its first witness, Jeffrey



               8   Larsen, in support of its application for approval of



               9   the 2017 protocol.



              10             MR. LEVAR:  Mr. Larsen, do you swear to tell



              11   the truth?



              12             THE WITNESS:  Yes, I do.



              13             MR. LEVAR:  Thank you.



              14                      JEFFREY K. LARSEN,



              15   called as a witness at the instance of Rocky Mountain



              16   Power, having been first duly sworn, was examined and



              17   testified as follows:



              18                      DIRECT EXAMINATION



              19   BY MR. SOLANDER:



              20        Q.   Good morning.



              21        A.   Morning.



              22        Q.   Would you please state and spell your name for



              23   the record.



              24        A.   Yes.  My name is Jeffrey K. Larsen.



              25   J-E-F-F-R-E-Y, K middle initial, and Larsen,
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               1   L-A-R-S-E-N.



               2        Q.   And by whom are you employed and in what



               3   capacity?



               4        A.   I am employed by PacifiCorp in Rocky Mountain



               5   Power division, and I am the vice president of



               6   regulation.



               7        Q.   And as the vice president of regulation, were



               8   you involved in the negotiations that led to the 2007



               9   protocol?



              10        A.   Yes, I was.



              11        Q.   And did you file testimony along with one



              12   exhibit in support of that --



              13        A.   Yes, I did.



              14        Q.   -- 2017 protocol?  And have you prepared a



              15   summary of your testimony that you would like to share



              16   with the commission today?



              17        A.   Yes, I would.  And I do have one correction on



              18   my testimony.



              19        Q.   And what is that correction?



              20        A.   On page 22, Line 476, very top.  The sentence



              21   should read, after eligible, there should be customer.



              22   So the eligible customer will not be used by -- will not



              23   be used by other customers as a direct result of the



              24   eligible customer transferring service.



              25        Q.   And with that one correction, if I ask you the
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               1   same questions that are in your prefiled testimony



               2   today, would your answers be the same?



               3        A.   Yes.



               4             MR. LEVAR:  If I -- I am not sure I understand



               5   the correction.  I am looking at Line 476, and maybe if



               6   you could walk us through that correction again.



               7             THE WITNESS:  Yeah.



               8             MR. LEVAR:  Because I have the phrase "an



               9   eligible customer elects" on my, on my copy.



              10             THE WITNESS:  Yeah.  So starting in Line 475,



              11   No. 2, cost of facilities used to serve the eligible



              12   customer that will not be used by other customers as a



              13   direct result of the eligible customer transferring



              14   service.  So there is a "customer" missing after



              15   "eligible" in that line.



              16             MR. LEVAR:  I wonder if my line numbers are



              17   different.



              18             MR. TOWNSEND:  I think that line 482 may be



              19   where you might --



              20             MR. LEVAR:  Four eighty --



              21             MR. TOWNSEND:  482.



              22             THE WITNESS:  We have differing line numbers?



              23             MR. TOWNSEND:  Yeah.  I think so.  It's under



              24   bullet point two.



              25             THE WITNESS:  Bullet number two.
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               1             MR. LEVAR:  Okay.  Would you read through the



               2   language again.



               3             THE WITNESS:  Yeah.  Cost of facilities used



               4   to serve the eligible, insert customer, that will not be



               5   used by other customers.



               6             MR. LEVAR:  Okay.  Thank you.  That's on Line



               7   483 of my copy.



               8             THE WITNESS:  Okay.



               9             MR. LEVAR:  Thanks.  Sorry for the



              10   interruption.



              11             MR. SOLANDER:  Thank you.



              12        A.   All right.



              13        Q.   (By Mr. Solander) With that second correction,



              14   please proceed with your summary.



              15        A.   All right.  Good morning, Chairman LeVar,



              16   Commissioners Clark and White.  I am very pleased to be



              17   here representing the company this morning to support



              18   the company's application for the approval of the 2017



              19   protocol stipulation that's been reached by certain



              20   parties in this docket and present the company's view of



              21   the stipulation and the 2017 protocol.



              22             As you know, we filed December 31, 2015, for



              23   the approval of the application.  This really culminates



              24   the work of over three years of parties participating in



              25   the multi-state process, and particularly the broad
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               1   review work group that's been working since 2012



               2   reviewing and analyzing various issues and proposed



               3   modifications to the existing 2010 protocol.



               4             And I appreciate the work that all the parties



               5   put into it.  Significant work, meetings, discussions



               6   have occurred over the last three years to come to a



               7   point where we reached an agreement with a number of



               8   parties.  In Utah in particular, we reached agreement



               9   with the Division of Public Utilities and the Office of



              10   Consumer Services.



              11             And in our other states, we had agreements



              12   with various parties in Wyoming, Idaho and Oregon



              13   supporting the 2017 protocol and the stipulation that



              14   was reached.



              15             Through the process, the parties worked with



              16   the intent to continue to achieve equitable resolutions



              17   of multi-jurisdictional allocation issues that would be



              18   in the public interest, and we believe that the 2017



              19   protocol reaches, reaches that goal.  And I support it



              20   as being in the public interest.



              21             My testimony covers kind of the process that



              22   we went through to reach the agreement, as well as



              23   introduces and explains the various provisions of the



              24   2017 protocol.



              25             And so just stepping back and giving a little
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               1   bit of history and the process that we went through, the



               2   MSP process was really instituted and started in about



               3   2002 with the MSP work group established and the broad



               4   review work group, looking at inter-jurisdictional



               5   allocation issues across our six state jurisdictions



               6   really to consider the cost allocation of a



               7   multi-jurisdictional utility.



               8             From that work, the first agreement that was



               9   established was a revised protocol that then led to the



              10   2010 protocol, and that's been in place since about 2010



              11   and has been used for allocations and establishment of



              12   revenue requirement for the company in its -- in four of



              13   its jurisdictions primarily that were signatories to



              14   that and also has been used in California.



              15             And that's the current method, but in that



              16   2010 protocol, there was a time certain when that



              17   agreement would expire.  That agreement was to be used



              18   for any applications filed by the company through



              19   December 31, 2016, and so, you know, potentially it



              20   could go into 2017 in terms of rate setting if an



              21   application was filed before December 31, 2016.  But we



              22   definitely had an end date to where we needed to review



              23   and agree on a new allocation methodology.



              24             And so the parties, as I said, have worked for



              25   three years in trying to identify and come up with a
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               1   more durable agreement and a process after 2016 to be



               2   used for rate setting purposes.  And in that process,



               3   parties were really working and trying to identify a



               4   more durable, permanent solution that we could use going



               5   forward.



               6             But there were a number of issues and



               7   challenges, a number of items that were still creating



               8   some uncertainty in term of impacts to our cost



               9   structures.  And so the parties worked to find an



              10   interim agreement that we could use for a shorter period



              11   of time while the company continued to evaluate a number



              12   of issues.



              13             And those were identified in the agreement,



              14   such things as, you know, the potential for a divisional



              15   allocation methodology or structural separation, looking



              16   at the impacts of the clean power plan, 111(d) EPA



              17   requirements, and other issues that would have the



              18   potential for impacting the allocation of common costs



              19   that are shared amongst the states.



              20             And so we agreed to a more shorter term



              21   interim agreement, if you will, while we worked through



              22   some analysis.  And we have established a process that



              23   we would then bring back and review, on an annual basis,



              24   information that we have identified and studied that we



              25   would be doing.
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               1             In going through the process, the broad review



               2   work group established a number of principles to help



               3   the group drive the analysis and the discussions, and



               4   those are identified in my testimony.



               5             Allowing states to maintain their own autonomy



               6   in terms of reviewing the costs, being able to have the



               7   flexibility to set their own class cost of allocations



               8   within the states, equitable solutions that allowed the



               9   companies -- the company to recover its costs, while



              10   having principles of cost causation that underlie the



              11   allocation of the costs, a method that would be



              12   sustainable and promote rate stability and would be easy



              13   to administer.



              14             Through that process, ultimately we reached



              15   the agreement of the 2017 protocol.  And in doing so, we



              16   really started with, from the basis of the 2010 protocol



              17   as kind of a foundation to begin the discussions.  And



              18   being that we were doing a very short-term agreement for



              19   two years with a methodology that would run for cases



              20   filed January 1, 2017 through cases filed by December



              21   31, 2018, with the potential of the commission's



              22   approval for a one year extension, we reached a



              23   methodology using the 2010 protocol as the starting



              24   point, and then reviewed the components of the 2010



              25   protocol for any changes or modifications that were
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               1   warranted.



               2             And so the agreement should be generally



               3   familiar to the commission based on what you saw in the



               4   approval docket for the 2010 protocol with some -- with



               5   some additional changes.  And I'll just identify those.



               6             As we consider the settlement agreement, the



               7   components of it walks through various paragraphs, but



               8   to summarize the agreement, paragraphs 3 through 8 of



               9   the protocol, and that's attached as Exhibit A to



              10   RPMJKL1.  Paragraphs 3 through 8 really outline the



              11   allocation of the costs, talking about system resources



              12   versus state resources, the generation components.



              13   Walks through the transmission, distribution costs A and



              14   G, special contracts.



              15             And incorporated in that there is a new



              16   component that wasn't considered previously, which was



              17   an equalization adjustment.  And I'll touch on that in



              18   just a moment.



              19             Paragraph 9, similar to what was in the prior



              20   agreement, which talks about the gain and loss of sale



              21   of assets and transmission allocations.  Paragraph 10 in



              22   the 2010 protocol addressed direct access and had some



              23   structure around what may happen if a state was



              24   implementing direct access.



              25             Since that time, Oregon actually implemented
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               1   direct access rules and an approach there, and so the



               2   agreement addresses how that will be handled, as well as



               3   if any other states, including Utah, were to address



               4   customers that are eligible to leave its system and how



               5   that would be handled.  And it largely leaves that



               6   neutral for future consideration if those events happen



               7   with no prejudgment there.



               8             Section 11 then, or paragraph 11, talks about



               9   the loss of load, if it's greater or less than 5



              10   percent, similar to what was in the 2010 protocol.



              11             Paragraph 12 covers the company's planning for



              12   resource acquisitions, that it would continue to be a



              13   system-wide least cost basis.



              14             Paragraph 13 outlines the governance over the



              15   2017 protocol and establishes an annual commissioners



              16   forum that would be held January of each year with the



              17   first one in January of 2017 where the company will



              18   bring forward its initial results on a number of studies



              19   and a new view of what could be potentially proposed for



              20   a new allocation method.



              21             As a result of that meeting, following up from



              22   January then, there would be a decision that would need



              23   to be made by March of 2017 on whether the agreement



              24   should be extended for one additional year.  And it



              25   identifies that, you know, the commissions in all
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               1   jurisdictions could establish whatever process they deem



               2   necessary in advance of that decision, whatever type of



               3   public input process they would want to undertake in



               4   order to make such decision.



               5             And then paragraph 14 establishes the specific



               6   state terms that were negotiated, and this is a bit



               7   different than how the 2010 protocol was handled.  An



               8   initial agreement was reached in the 2010 protocol, and



               9   then filings were made in each state, and negotiations



              10   were undertook which led to a number of differences in



              11   how the agreement actually got implemented.



              12             And so as we approach the 2017 protocol, we



              13   wanted to have transparency with all states



              14   understanding what the deal was, what had been



              15   negotiated, and how each state was being handled going



              16   into the agreement.  And so Section 14 of the



              17   stipulation, or of the 2017 protocol document outlines



              18   how each state is being treated and incorporates into it



              19   what's called the equalization adjustment.



              20             And as we initially started this settlement



              21   discussions and looking for methodologies, there was a



              22   range of options that were being looked at, a number of



              23   changes to coincident peaks or demand energy weightings



              24   and so forth.  And since this was a sort of short-term



              25   agreement, the parties really focused on an outcome that
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               1   they could support without specifically identifying how



               2   we got to that end results or permanent changes to the



               3   number of coincident peaks that are used in the



               4   allocations or changes to the demand and energy.



               5             And witness Artie Powell for the DPU talked



               6   about a range of outcomes and showed the percentage



               7   change that could be the potential from changing those



               8   type of inputs.



               9             So the parties worked through, reached an



              10   agreement, which generally resulted in about a two



              11   tenths percent change for each jurisdiction in terms of



              12   the revenue requirement impact and the cost sharing.



              13   The company didn't get its hole, the allocation hole



              14   from differing results from each state.  So we had a



              15   share in that, as well as each state moving a little bit



              16   towards the center in terms of a common approach.



              17             And so the way that that equalization



              18   adjustment is implemented is outlined in Section 14,



              19   whether there's a rate case that would implement it, or



              20   if not, then deferral mechanisms and various agreements



              21   across the states in terms of the timing of when



              22   deferrals would kick off and the treatment of those



              23   dollars.



              24             And so that's probably the main issue is that



              25   we really establish kind of a base line on where states
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               1   were at with the 2010 protocol, with where they were at



               2   with their embedded cost differential adjustment, like



               3   those in Wyoming and Idaho.



               4             Utah was still consistently treated with where



               5   it was at with a zero ECD.  And then added to that, the



               6   adjustment for the equalization adjustment to come up



               7   with what the adjustment would be for the revenue



               8   requirement determinations and for deferrals.



               9             Oregon's methodology established bands around



              10   what their ECD value could be during the term of the



              11   agreement.



              12             With that then, I think that would conclude my



              13   summary, just asking the commission to seriously



              14   consider and approve the 2017 Protocol as being in the



              15   public interest for use by the company for rate setting



              16   purposes through December 31, 2018.  And that concludes



              17   my summary.



              18             MR. SOLANDER:  Thank you.  Mr. Larsen is



              19   available for cross-examination by the parties or



              20   questions from the commission.



              21             MR. LEVAR:  Okay.  Thank you, Mr. Solander.



              22   Mr. Jetter?



              23             MR. JETTER:  No questions from the division,



              24   thank you.



              25             MR. LEVAR:  Mr. Olsen?
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               1             MR. OLSEN:  No questions from the office.



               2             MR. LEVAR:  Mr. Dodge?



               3             MR. DODGE:  Yes.  Thank you, Mr. Chairman.



               4                       CROSS-EXAMINATION



               5   BY MR. DODGE:



               6        Q.   Mr. Larsen, you filed for approval of the 2017



               7   Protocol in your other jurisdictions; is that correct?



               8        A.   Yes.



               9        Q.   And are any parties opposing approval of the



              10   protocol in any other states?



              11        A.   In Idaho, we have received comments now from



              12   the Idaho commission staff recommending approval of it.



              13   We have received comments from Monsanto in Idaho



              14   recommending approval.  Those were the two parties, I



              15   believe, in Idaho.  That will follow my modified



              16   procedure where the commission takes the comments in and



              17   then will make a decision there.



              18             In Wyoming all the parties were supportive,



              19   the Wyoming staff, the Office of Consumer Advocate, the



              20   Wyoming Industrial Energy Consumers.  In Oregon, the



              21   stipulation was contested by the industrial customers of



              22   Northwest Utilities and an environmental group, I



              23   believe.



              24        Q.   To this point no state has approved the



              25   protocol; is that correct?
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               1        A.   Not at this point.



               2        Q.   And is it your suggestion to this commission



               3   that they condition an order in this case, if they



               4   choose to approve it, on the outcome of those other



               5   state proceedings?



               6        A.   I don't believe it's necessary to condition



               7   the order that -- there's no new terms, we believe, that



               8   would come forward.  All of the parties negotiated the



               9   components.  They are all incorporated into the document



              10   so the parties would have visibility, so there's in my



              11   view no need for holding a condition in case there's



              12   favored nations type of clauses, because the components



              13   are identified within the agreement.



              14        Q.   But if some state were to reject it, then you



              15   wouldn't have an agreement among all the states.  Don't



              16   you think that would be of interest to the commission?



              17        A.   Certainly it would.  Someone has to go first



              18   and make a decision.  But, you know, in -- as I



              19   indicated, in the other states we don't think approval



              20   is going to be a challenge, given that especially in



              21   Idaho and Wyoming, there is no parties contesting the



              22   agreement.



              23        Q.   But again, there are two parties in Oregon



              24   contesting?



              25        A.   That's correct.
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               1             MR. DODGE:  Thank you.  No further questions.



               2             MR. LEVAR:  Okay.  Thank you.  Commissioner



               3   Clark, do you have any questions for him?



               4             MR. CLARK:  Continuing with the subject, can



               5   you be a little more precise for us on the status of the



               6   proceedings in the other states, if schedules exist for



               7   reaching a determination in those states?



               8             THE WITNESS:  Yes.  In -- so in Oregon, we



               9   have now completed the hearings.  Those were actually



              10   held last week, so a decision is now -- you know, will



              11   be forthcoming and is pending.



              12             As I indicated, in Idaho now, the case really



              13   is fully submitted.  The comments have been filed, so



              14   now it will be up to the commission to take that up in



              15   one of their decision meetings based on the evidence and



              16   the comments that have been filed to make a decision.



              17   So we anticipate that we would see a decision there by



              18   our requested July time frame.



              19             In Wyoming, I don't believe that we have seen



              20   a schedule established yet, and so we are waiting to see



              21   a schedule produced by the commission staff in Wyoming.



              22             MR. CLARK:  And if a state were to decline to



              23   approve the changes, what would -- and other states



              24   approved it, what -- how would that work in your mind?



              25             THE WITNESS:  Well, clearly we would have to
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               1   evaluate the impacts, what their decision directs us to



               2   do.  You know, it is a short-term agreement in nature,



               3   and so we would have to evaluate whether we continue



               4   with the states that agreed to it and then go back to



               5   the table and try to get the parties back in agreement.



               6             As you are aware, we do have one state, the



               7   state of Washington, that participated in the MSP



               8   process and discussions.  They continue to look at and



               9   advocate for a divisional allocation approach, and so we



              10   were unable to get them into the agreement.  So we



              11   continue with the state of Wyo -- or Washington on a



              12   separate methodology, which is the western control area.



              13   And we continue to work with that state to see if we



              14   can't find some type of resolution to get a common



              15   allocation approach.



              16             And, you know, so I guess I couldn't say at



              17   this point that it would put an end to the 2017



              18   protocol, but we would continue to work with the state



              19   that chose not to support it and try and bring them into



              20   a common agreement in the next round.



              21             MR. CLARK:  A question that relates to your



              22   testimony about page 16 regarding the ECD or embedded



              23   cost differential.  And there you, you talk about the



              24   2017 protocol eliminating or mitigating unintended



              25   allocation consequences that were experienced under the
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               1   2010 protocol.



               2             And I just would like you to, if you can, be a



               3   little more specific about the nature of the unintended



               4   consequences and how those are mitigated in the -- or



               5   eliminated in the 2017 protocol.



               6             THE WITNESS:  Sure.  And Mr. McDougal may have



               7   more specifics on the numbers, but generally what we are



               8   seeing is the embedded cost differential growing over



               9   time, largely depending on which side of the system



              10   investments were made or if we are adding more



              11   investments, such as scrubbers, SCRs on the generation



              12   plant.



              13             Just by the nature of the calculation, any



              14   costs that were added to the generation, and you are



              15   comparing on a dollar per megawatt hour the difference



              16   between your other generation versus hydro, that as your



              17   other generation costs grew, by definition then, through



              18   the calculation, the embedded cost differential was



              19   growing over time.



              20             And so we saw that as a challenge, and there



              21   was a lot of variability and fluctuation to it, and



              22   that's where we saw the unintended consequences, where



              23   we thought the ECD and the -- really that allocation



              24   hole that we had as a result of that, would be stable,



              25   and instead we have seen it unpredictable and harder to
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               1   forecast and growing over time.



               2             And so the fix that we have then is that the



               3   ECD for the states that have it is either fixed for



               4   Idaho and Wyoming, and in the prior methodology in the



               5   2010 protocol, Wyoming had a dynamic ECD, which meant



               6   that it was moving over time, where Idaho in the



               7   original 2010 protocol agreement was that the ECD would



               8   be a fixed number for the duration of the agreement.



               9             And so it's been locked in for Idaho and



              10   Wyoming, and Utah is zero from your decision.  And then



              11   for Oregon, which is the significant component of the



              12   ECD; they have the greatest share of it, it's been



              13   agreed that it's dynamic.  But it's got bands on it



              14   between 8.2 and about 10 and a half million.  Or if we



              15   go into year three, it would be 11 million, and so it's



              16   got that range and caps on it so that we've got more



              17   predictability about the value that they are getting



              18   from that.



              19             And with the equalization adjustment then,



              20   that then is applied to each state and moves all the



              21   states, whether they are at one end of the extreme with



              22   the dynamic allocation method, or in the case of Utah,



              23   at a rolled-in method with no ECD, this agreement was



              24   helping to bring parties to more of a midpoint in terms



              25   of a rolled-in allocation with a adjustment overlaid on
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               1   it that was taking into consideration the discussions we



               2   were having on whether CPs should change, whether



               3   weightings of demand and energy should change, whether



               4   we should go to, you know, 4 CP, 8 CP, weighted



               5   coincident peaks on summer months.



               6             Just a lot of issues that really came down to



               7   not finding what specific methodology should be applied,



               8   but a dollar amount the parties could agree was in the



               9   public interest and represented a fair outcome while



              10   still supporting a rolled-in type of approach,



              11   especially here in Utah.



              12             MR. CLARK:  Thank you.  That concludes my



              13   questions.



              14             MR. LEVAR:  Okay.  Thank you.  And before I go



              15   to Commissioner White, I forgot to go to Mr. Solander,



              16   if you had any redirect after Mr. Dodge's questions.



              17             MR. SOLANDER:  If it would be okay, could I



              18   wait until after the commission's questions, or would



              19   you like me to ask it now?



              20             MR. LEVAR:  I think it would be fine either



              21   way, but if you have redirect from Mr. Dodge, maybe we



              22   can go ahead with that.



              23             MR. SOLANDER:  I don't have any redirect from



              24   Mr. Dodge, but I do have one question based on



              25   Commissioner Clark's questions.
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               1             MR. LEVAR:  If you want to go with that, that



               2   would be fine.



               3                     REDIRECT EXAMINATION



               4   BY MR. SOLANDER:



               5        Q.   Just to clarify, is the equalization



               6   adjustment tied to or based on the ECD?



               7        A.   No, it's not.  It was a negotiated number



               8   amongst all the parties that's basically on a percentage



               9   basis comparable across each jurisdiction.



              10             MR. SOLANDER:  Thank you.  That's all I have.



              11             MR. LEVAR:  Okay.  Thank you.  Mr. White?



              12             MR. WHITE:  Yeah, just one question.  I



              13   recognize this agreement is essentially bridging during



              14   a time of flux with respect to a potential clean power



              15   plan, expansion, etc.  Is the current state of the clean



              16   power plan affecting the company's analysis in this



              17   respect in the context of the MSP agreement?  I mean, is



              18   there a continuing ongoing analysis, notwithstanding



              19   this current state?



              20             THE WITNESS:  Yes.  You know, we continue to



              21   evaluate and analyze the clean power plan and how the



              22   company would move forward with the implementation,



              23   looking at rate based versus mass based.  And ultimately



              24   we believe that it will continue in some form, so we are



              25   looking at how we will address it and meet our
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               1   compliance obligations.



               2             MR. WHITE:  That's all I have.



               3             MR. LEVAR:  Okay.  I just have one.  What is



               4   your view of the implications to the utility or to the



               5   other states from the position of the State of



               6   Washington with respect to this?



               7             THE WITNESS:  I hate to speak for the state



               8   representatives.  From the company's point of view, it



               9   is a significant challenge.  Now, you know, their



              10   methodology, if you understand the western control area,



              11   is that they don't pay for common resources that are in



              12   the eastern control area.  But they pay for a greater



              13   share then of resources that are in the west control



              14   area.



              15             So instead of paying, you know, 9 percent of,



              16   you know, say the Hunter and Huntington plants, they pay



              17   zero of that.  But then they are paying upwards of, you



              18   know, probably close to 20 percent or greater on a



              19   divisional basis of the units such as Bridger and others



              20   that serve their control area.



              21             So they do underpay on one hand, overpay on



              22   the others.  But the net impact is that the company is



              23   still short significantly in its cost recovery.  We



              24   continue to evaluate that and try to find options and



              25   methodologies to address that.
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               1             We have taken a number of issues to great



               2   lengths to find a way to get proper cost recovery and



               3   continue to struggle with that.  Now, they are only



               4   about 8 or 9 percent of the system, but, you know,



               5   that's still significant in terms of the shortfall.



               6             It has not to this point impacted the rating



               7   agency's view of the company being able to have



               8   sufficient revenues to cover its debt obligations or its



               9   ratings for debt borrowing.  But that would probably, I



              10   think, be probably the first place that you would be



              11   concerned is, are they sufficiently covering those costs



              12   or not impacting those so that it's not driving up costs



              13   for the other states.



              14             MR. LEVAR:  Okay.  Thank you.  That's the only



              15   question I have.  Mr. Solander?



              16             MR. SOLANDER:  I would just move that



              17   Mr. Larsen's testimony and the exhibit thereto be



              18   entered into the record.



              19             MR. LEVAR:  If there's any objection, indicate



              20   to me.  I am not seeing any, so that will be entered.



              21   Thank you.



              22             MR. SOLANDER:  Thank you.  Rocky Mountain



              23   Power would like to call Mr. McDougal as its second



              24   witness.



              25             MR. LEVAR:  Mr. McDougal, do you swear to tell
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               1   the truth?



               2             THE WITNESS:  Yes, I do.



               3             MR. LEVAR:  Thank you.



               4                       STEVEN MCDOUGAL,



               5   called as a witness at the instance of Rocky Mountain



               6   Power, having been first duly sworn, was examined and



               7   testified as follows:



               8                      DIRECT EXAMINATION



               9   BY MR. SOLANDER:



              10        Q.   Good morning, Mr. McDougal.



              11        A.   Good morning.



              12        Q.   Could you please state and spell your name for



              13   the record?



              14        A.   Yes.  My name is Steven McDougal, S-T-E-V-E-N,



              15   M-C-D-O-U-G-A-L.



              16        Q.   And by whom are you employed and in what



              17   capacity?



              18        A.   I am employed by Rocky Mountain Power as the



              19   director of revenue requirement.



              20        Q.   And did you file both direct and rebuttal



              21   testimony in this proceeding?



              22        A.   Yes, I did.



              23        Q.   And are there any exhibits to your testimony?



              24        A.   No, there are not.



              25        Q.   And do you have any corrections or additions



                                                                        28

�













               1   to your testimony that you filed?



               2        A.   There is one minor correction on my rebuttal



               3   testimony.  In my version the footnote on the bottom



               4   says direct instead of rebuttal.



               5        Q.   And with that one correction, if I asked you



               6   those questions today, would your answers be the same?



               7        A.   Yes, they would.



               8             MR. SOLANDER:  At this time I'd like to move



               9   the admission of Mr. McDougal's direct and rebuttal



              10   testimony.



              11             MR. LEVAR:  Okay.  Please let me know if any



              12   party has any objection.  I am not seeing any, so that



              13   will be entered.  Thank you.



              14             MR. SOLANDER:  Thank you.



              15        Q.   (By Mr. Solander)  And Mr. McDougal, have you



              16   prepared a summary of your testimony that you would like



              17   to share with the commission?



              18        A.   Yes.  Good morning, Chairman LeVar,



              19   Commissioners Clark and White.  Mr. Larsen has already



              20   went through most of the 2017 protocol, so I'll try to



              21   avoid duplicating what he has already discussed.  This



              22   has already been mentioned.  I filed both direct and



              23   rebuttal testimony in this case.



              24             In my direct testimony, I basically summarize



              25   the analysis that occurred during the process of the MSP
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               1   protocol hearings over the last three years.  During



               2   those three years, there was a lot of broad review work



               3   group meetings that were held.



               4             We discussed a lot of options.  Many of those



               5   have already been mentioned by Mr. Larsen.  We reviewed



               6   different methods for correcting or for consolidating



               7   the allocation method to come up with a consistent



               8   method among states.



               9             At the end of the day, what we ended up doing



              10   was coming up with this two year agreement that can be



              11   extended for a third year.  And as part of this



              12   agreement, there will be a single line item that will be



              13   added to the Utah revenue requirement calculation



              14   basically identifying the equalization adjustment and



              15   adding that into the revenue requirement calculations.



              16             This was settled as part of a negotiated



              17   amount where, because we could not come up with other



              18   agreements in short-term nature, it was decided that



              19   this was the best way to try and get everybody to a



              20   common allocation method.



              21             In addition to talking about the analysis, I



              22   talk about the four appendices to the 2017 protocol.



              23   Basically the appendices describe all of the defined



              24   terms, the calculation of the allocation factors, both



              25   algebraically and by FERC count, giving what all those
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               1   calculations are.



               2             So those are Appendix A, B, C, and then



               3   there's also an Appendix D that explains the alternative



               4   allocation treatment for special contracts.  So those



               5   are all defined in my testimony.  They are also in



               6   Mr. Larsen's exhibit.



               7             In addition to the direct testimony, I filed



               8   rebuttal testimony.  In the rebuttal testimony I



               9   responded to the direct testimony of Mr. Townsend who



              10   recommended this commission reject the 2017 protocol.



              11   What I addressed there was that, as part of the 2017



              12   protocol, there is no change in the allocation of



              13   generation costs, including hydro cost.



              14             They are allocated identically under both the



              15   2017 protocol and the current allocation methodology.



              16   So I don't view that there is any transfer of



              17   hydro-related risk or any change in those risks to Utah



              18   customers.  So I don't believe that that is something



              19   that should be considered or that would impact the



              20   allocation method.



              21             I also talk about the equalization adjustment,



              22   and that it is not a calculation of an embedded cost



              23   differential or ECD.  It is basically a negotiated



              24   amount that was done to try and fill or come to a common



              25   allocation methodology.
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               1             In addition to my rebuttal testimony, while



               2   not a party to this proceeding, Kennecott Utah Copper



               3   submitted public comments in which they construe the



               4   meaning of Section 10 or Section X.  It's a Roman



               5   numeral.  I address those issues and just briefly state



               6   the company's position that the language was negotiated.



               7   All the language states that this commission reserves



               8   the right to make the decision.



               9             A stated objective of the cost allocation



              10   method is really the development to arrive at a solution



              11   that is fair, just, reasonable and in the public



              12   interest.  And I believe that the 2017 protocol



              13   accomplishes that task.  And I would also add mine to



              14   Mr. Larsen that I would encourage this commission to



              15   consider it and to approve the 2017 protocol as filed.



              16   Thanks.



              17        Q.   Does that conclude your summary?



              18        A.   Yes, it does.



              19             MR. SOLANDER:  Mr. McDougal is available for



              20   questions from the commission or cross-examination by



              21   the parties.



              22             MR. LEVAR:  Thank you.  Mr. Jetter?



              23             MR. JETTER:  No questions from the division,



              24   thank you.



              25             MR. LEVAR:  Thank you.  Mr. Olsen?
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               1             MR. OLSEN:  No questions from the office.



               2             MR. LEVAR:  Mr. Dodge?



               3             MR. DODGE:  Thank you, Mr. Chairman.



               4                       CROSS-EXAMINATION



               5   BY MR. DODGE:



               6        Q.   Good morning, Mr. McDougal.



               7        A.   Good morning.



               8        Q.   The 2010 protocol, as adopted among the states



               9   that do apply it, leaves the company with an allocation



              10   hole, correct?



              11        A.   That is correct.



              12        Q.   And it's because of differing treatment of the



              13   embedded cost differential among the states, correct?



              14        A.   That is correct.  If you look at the



              15   allocation method as currently applied in our different



              16   states, all of the states approved the 2010 protocol,



              17   but the 2010 protocol, as originally agreed to, included



              18   a fixed embedded cost differential or ECD.



              19             In approving that, Utah's embedded cost



              20   differential is basically zero, leaving it at rolled in.



              21   And then Wyoming and Oregon both approved it, but rather



              22   than approving a fixed embedded cost differential, they



              23   went and used a dynamic that is recalculated every year,



              24   and that is creating a difference.



              25        Q.   And in the 2017 protocol negotiations, the



                                                                        33

�













               1   attempt in part, or at least as it ended up resulting



               2   with the equalization adjustment, was an attempt to plug



               3   that hole to a certain point, correct?



               4        A.   I wouldn't say it was really to plug the hole



               5   or to change the equalization or to fix the ECD.  What



               6   really the original intent was was to come up with an



               7   allocation methodology that all states could agree on



               8   that gave the company the opportunity to recover a



               9   hundred percent of our costs.



              10             So in looking at the methodology and trying to



              11   come up with a way that the company has the opportunity



              12   to recover all of our prudently incurred costs, as



              13   described by Mr. Larsen, there was a whole bunch of



              14   different options.  There were options where we were



              15   looking at changing the number of coincident peaks,



              16   changing the demand energy weighting, changing



              17   allocations of certain components.



              18             And there was a whole bunch of discussions.



              19   All of them were designed to come up with a consistent



              20   allocation method.  At the end of the day what ended up



              21   occurring is that, because of the short-term nature,



              22   because of the uncertainty regarding environmental



              23   legislation, that it was decided to come up with more of



              24   an interim agreement.



              25             And as part of that interim agreement, what it
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               1   was decided was to look at how we can try to come up



               2   with a compromise in a short-term nature, and so that's



               3   how the equalization adjustment came about.  And the



               4   equalization adjustment was really made so it was around



               5   .2 percent of all states' revenue requirement just to



               6   fix that allocation gap on a temporary basis.



               7        Q.   Mr. McDougal, I am going to try hard.  You and



               8   Mr.  Larsen both have characterized settlement



               9   discussions in a particular way that I think is



              10   inaccurate, and I am un -- disinclined to go into that



              11   in detail because I think they are settlement



              12   discussion.  But you raised the issue, so I think I at



              13   least need to explore it.



              14             Isn't it a fact that the equalization



              15   adjustment was proposed specifically to help fill that



              16   gap created by the different way the ECD was applied?



              17   It wasn't done to settle differences in 4, 8 or 12 CPs



              18   or anything else because people couldn't agree on that.



              19   The only agreement could be reached was that we would



              20   try and plug that hole partially.  Is that not a fair



              21   statement?



              22        A.   I think it is in the extent that, yes, we were



              23   trying to plug the hole on an interim basis.  And to the



              24   extent that hole is caused by differences in the ECD, we



              25   did come up with the equalization adjustment, and it
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               1   does fill the hole on a temporary basis.



               2        Q.   In fact, if you look at page 4 of your



               3   rebuttal, between line 74 and 75 where you show the



               4   calculations, it starts with the total company hole, if



               5   you will, created by the ECD, right, on that first line



               6   in that table?



               7        A.   Yes.  Because what we did is, we started with



               8   everybody's -- all states' revenue requirement the way



               9   it is currently calculated, and so that is the



              10   adjustment that all states are using today.



              11        Q.   Right.  So in other words, it's the ECD that



              12   creates the 9.5 million dollar hole, and then the second



              13   line is how much of that hole the parties are going



              14   to -- well, the net of those.  On the third line is the



              15   amount that the parties are -- some of the parties



              16   agreed they would pay to try and fill that hole created



              17   by different ECD adjustments.



              18        A.   That is correct.  And that is the -- what will



              19   be going on in the revenue requirement.  And it was done



              20   using this methodology as part of a negotiated



              21   settlement because, as you mentioned, there was a lot of



              22   discussions on alternative allocation methods during the



              23   last three years.  And nothing could be resolved in



              24   those issues as of right now so...



              25        Q.   If you turn to page 7 of your rebuttal,
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               1   Mr. McDougal.  Beginning at Line 146 you quote from



               2   Mr. Townsend's testimony in support of adoption or



               3   approval of the 2010 protocol, correct?



               4        A.   That is correct.



               5        Q.   And first of all, you indicate there, as you



               6   quote him -- and I'll read this and ask you to tell me



               7   if I read anything wrong.



               8             But first UAE believes it is important for the



               9   various states served by the company to at least attempt



              10   to develop reasonable and generally consistent cost



              11   allocation methodologies.



              12             Did I read that part right?



              13        A.   That is correct.  And that's really what we



              14   were attempting to do, I think, with the equalization



              15   adjustment was, all the states were trying to come up



              16   with a reasonable and consistent allocation methodology.



              17   At the end of the day, after all of the years of



              18   negotiation, that was not possible.  So we came up with



              19   this equalization adjustment as a method to develop



              20   reasonably and generally consistent cost allocation



              21   methodologies among states.



              22        Q.   Thank you.  Now, the answer to my question was



              23   yes, I read that correctly, right?



              24        A.   Yes.



              25        Q.   Okay.  The reasonably -- the reasonable and
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               1   generally consistent cost allocation methodologies among



               2   the states from the 2010 protocol included Utah going



               3   straight to rolled-in with no adjustments, correct?



               4        A.   That is what the final order was.



               5        Q.   It included in Oregon and in Wyoming the



               6   concept of an ECD but a dynamic one where it changed



               7   from year to year, correct?



               8        A.   That is correct.  In the final orders all of



               9   the states -- Mr. Larsen went through the history of



              10   that, and yes, within the 2010 protocol, all the states



              11   agreed to a generic framework.  It was filed, and then



              12   these differences arose as the 2010 protocol was getting



              13   approved.



              14        Q.   And then Idaho adopted it with a fixed ECD,



              15   correct?



              16        A.   Correct.  Idaho is the one state that approved



              17   it as originally filed.



              18        Q.   So the agreement that Mr. Townsend was saying,



              19   the agreement that allows generally consistent and



              20   reasonable allocation methodologies contemplated and



              21   allowed for a fairly wide variation in how the states



              22   adopted and implemented the allocation, the 2010



              23   protocol, correct?



              24        A.   That is correct.  What this really was was a



              25   statement of a goal, and we believe that that goal -- we
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               1   should be, to the extent possible, should be consistent



               2   among states because, as I said earlier, we believe the



               3   company should be allowed at least the opportunity to



               4   recover our prudently incurred costs.



               5        Q.   And in the 2017 protocol, the goal is the



               6   same, to get generally consistent and reasonable



               7   allocation methodologies, correct?



               8        A.   That is correct.  There are some minor



               9   variations.  We all use the equalization adjustment.



              10   But there are minor, I wouldn't say variations.



              11   Everybody does it the same way, but it does not add up



              12   to a hundred percent.  There will be some minor



              13   variations, as noted in that table we talked about



              14   earlier, in the calculation of the ECD within the state



              15   of Oregon.



              16        Q.   Yeah.  For example, Oregon is going to



              17   continue to use a form of a dynamic ECD allocator, where



              18   if the trend from the last six years continues, that ECD



              19   will grow even greater, correct?



              20        A.   Oregon will continue to use a dynamic ECD.



              21   There are some caps and floors, so it will not grow



              22   nearly the same rate.  Based upon our current



              23   projections, we think that the ECD is actually somewhat



              24   levelized off or is slowing down as far as the impact.



              25             And it all has to do with the underlying costs
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               1   within that calculation.  So within the state of Oregon,



               2   they agreed to a baseline and a cap, and it's a fairly



               3   narrow cap.



               4        Q.   But the point is, my question was, if the 20



               5   -- 2010 to 2016 numbers were to continue -- I am not



               6   asking you to project -- it would mean that ECD would



               7   continue to grow in Oregon, and the allocation hole grow



               8   even greater because other parties are not agreeing to a



               9   dynamic ECD, correct?



              10        A.   It could continue to grow.  But even if it



              11   were, the allocation hole will be much smaller under



              12   this methodology than it is under the current



              13   methodology.  So no matter what happens within Oregon, I



              14   think what the states have done is come up with a



              15   compromise that will help, at least over the next two to



              16   three years, until '18 or '19, depending on when we move



              17   to the next methodology; it's going to help to shrink



              18   the size of that gap.



              19        Q.   But as in 2010, if commissions were to impose



              20   slight differences, it -- the agreement can still



              21   tolerate generally consistent principles that may result



              22   in slightly different results, correct?



              23        A.   I think that it could tolerate things, but I



              24   would point out that this agreement was reached as a



              25   negotiate whole.  All of the states were very interested
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               1   in each other's agreements and within each other's



               2   parts; and so the 2017 protocol, I think, has to be



               3   looked at as a negotiated whole.  And I think it should



               4   be approved by all of the states as filed.



               5        Q.   And so given that, you would agree that this



               6   commission should wait and see that the other states



               7   approve it as filed before it approves it, if it's



               8   inclined to?



               9        A.   I believe that all states should approve it as



              10   a negotiated whole, and all states should approve it as



              11   filed.  As mentioned by Mr. Larsen, Idaho and Wyoming,



              12   nobody is opposing it.  In Oregon there were hearings



              13   held last week that I participated in.  And those are



              14   getting close to a decision so...



              15        Q.   So they won't have to wait too long probably



              16   to know what Wyoming will do, or Oregon will do.



              17        A.   It should be -- closing briefs are being filed



              18   within the next few days so...



              19        Q.   Mr. McDougal, do you -- in that same, your



              20   page 7 of your rebuttal where you are quoting



              21   Mr. Townsend's testimony, do you have a copy of that



              22   2010 testimony?



              23        A.   I do not.



              24        Q.   It's on the record in the commission's docket



              25   in the referenced case, which is the 02-03-504 case, and
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               1   the commission can take administrative notice of it.



               2   But did you read that entire or other parts of his



               3   testimony in that case or just the one sentence, the



               4   paragraph that you cited?



               5        A.   I did not read the full testimony.  I read, I



               6   would say, large parts of it, but not the full



               7   testimony.



               8        Q.   You note in -- on Line 147 -- well, on 146 and



               9   147, the quote starts, "From UAE's perspective there are



              10   at least two reasons why the agreement should be



              11   approved," and first is the one you quoted, right?



              12        A.   Yes.



              13        Q.   And let me read what second was and see if



              14   this is consistent with your memory.  Second, and I am



              15   reading now from Mr. Townsend's testimony in the 2010



              16   protocol docket, which again is on the record of the



              17   commission.



              18             "Second, in Pacific Corp. -- in PacifiCorp's



              19   energy balancing account proceedings, UAE has



              20   consistently argued that a rolled-in allocation



              21   methodology should be used in Utah rate proceedings if



              22   an EBA is to be used in Utah in order to match risk and



              23   reward.  The commission has now authorized an EBA pilot,



              24   and the MSP agreement will ensure that a rolled-in



              25   methodology will be used during that pilot period."
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               1             Did you read -- do you remember that from his



               2   testimony?



               3        A.   Yes, I do, and as stated in my rebuttal



               4   testimony, we believe that this is a rolled-in method,



               5   and so we believe that we are still consistent with



               6   that.



               7        Q.   It's a rolled-in method plus 4.4 million



               8   dollars, correct?



               9        A.   Well, it's a rolled-in method.  The 4.4



              10   million is mentioned is my testimony, and as mentioned



              11   in the testimony of Dr. Powell, there was a lot of



              12   variations on what rolled-in means.  You can calculate



              13   rolled-in using different CPs, using different demand



              14   energy.  And so I still view this as a consolidated



              15   rolled-in method.  It's just, this is how we came up



              16   with an agreement that everybody could buy into with --



              17   from the multiple states.



              18        Q.   It's as it's rolled in as this commission has



              19   applied it over the last six years plus 4.4 million



              20   dollars, is it not?



              21        A.   Yes.  It is --



              22        Q.   It's not rolled in as it's been applied to



              23   this point.  You are trying to change the word



              24   "rolled-in" to say it includes this non-cost-based 4.4



              25   million dollars, aren't you?
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               1        A.   What I am trying to say is that rolled-in can



               2   be defined a lot of different ways.  And if you define



               3   rolled-in and Mr. -- Dr. Powell went and quoted that the



               4   various definitions or various calculations of rolled



               5   in, some of them could have increased Utah's revenue



               6   requirement by up to 3 percent.



               7             This change is around a .2 percent divert is



               8   slightly above there.  And so you know, it is a



               9   definition.  We are using the same calculation as today.



              10   And rather than changing the calculation, we are using



              11   the equalization adjustment.



              12        Q.   Nobody would agree to a change in the --  in



              13   those allocation factors, could they, in the MSP



              14   process?



              15        A.   That is correct.  All of the statements were



              16   discussing various changes, and I would just say it was



              17   very polarized between states.



              18        Q.   Indeed.  And so however you want to color it



              19   and regardless of the magnitude, this is the old



              20   rolled-in procedure we have been using for six years in



              21   the state plus a 4.4 million dollar add.



              22             MR. SOLANDER:  I believe Mr. McDougal has



              23   already answered that question.



              24        Q.   (By Mr. Dodge) That's correct, is it not,



              25   though, Mr. McDougal?
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               1             MR. LEVAR:  And I think I'm going to agree



               2   that it's a repetitive question.



               3             MR. DODGE:  He tends -- he won't say yes.  He



               4   has to explain things.  So I am trying to get him to say



               5   yes.  I don't think he ever said that.



               6             THE WITNESS:  I agreed to it and then



               7   explained what it was really doing.



               8             MR. DODGE:  I apologize.  I didn't hear him



               9   ever say yes.  I just heard him try and give his spin on



              10   it, but okay.  No further questions.  Thank you.



              11             MR. LEVAR:  Okay.  Mr. Solander, any redirect?



              12             MR. SOLANDER:  Yes, thank you.



              13                     REDIRECT EXAMINATION



              14   BY MR. SOLANDER:



              15        Q.   So you mentioned that Dr. Powell analyzed a



              16   broad range of numbers that could still be considered a



              17   rolled-in calculation; is that right?



              18        A.   That is correct.  If I said he analyzed, it



              19   was actually analyzed as part of the company, and the



              20   company submitted it.  And he referred to it in his



              21   testimony.



              22        Q.   Okay.  And those analyses showed a wide range



              23   of potential outcomes; is that right?



              24        A.   That is correct.



              25        Q.   And what was the range?
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               1        A.   The range, as quoted in his testimony, was a



               2   negative .05 percent to a positive 3 percent, if I



               3   remember correctly.



               4        Q.   And 3 percent is what on a dollar basis?



               5        A.   Three percent would be over $50 million Utah



               6   allocated.



               7        Q.   Would you say that the 4.4 million dollar



               8   number that was agreed to is a reasonable compromise?



               9        A.   I definitely agree that it's a reasonable



              10   compromise.



              11             MR. SOLANDER:  Thank you.  I have no further



              12   questions.



              13             MR. LEVAR:  Any recross?



              14             MR. DODGE:  No.  Thank you.



              15             MR. LEVAR:  Okay.  Thank you.  Commissioner



              16   Clark?



              17             MR. CLARK:  No questions.  Thank you.



              18             MR. LEVAR:  Commissioner White?



              19             MR. WHITE:  No questions.  Thank you.



              20             MR. LEVAR:  I would like to ask about one



              21   issue, and I don't want to the climb too far down this



              22   rabbit hole, but on page 9 of your rebuttal, you state



              23   that you disagree with Dr. Powell's conclusions with



              24   respect to the merger fairness premium.



              25             And I'd like to understand.  Is your
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               1   disagreement that you disagree with the 1990 and 1992



               2   orders that the commission issued?  Or do you believe



               3   Dr. Powell has inaccurately summarized those decisions?



               4             THE WITNESS:  I don't think it's really that



               5   he's summarized them incorrectly.  I don't believe --



               6   well, I mentioned two things.  One, I don't think it's



               7   completely relevant here.  Two, in those decisions it



               8   was always designed that there would not be an immediate



               9   cut to rolled-in, that the commission would get there



              10   over a number of years.



              11             What he is looking at and what he calls a



              12   fairness premium is the difference between rolled in and



              13   what we did allocate as if we had immediately changed



              14   allocation methods.  I don't think that was ever



              15   anticipated.  There was always an anticipation that



              16   there would be charges because Utah's rates were



              17   considerably less -- were considerably higher than the



              18   Pacific Power states at the time of the 1989 merger.



              19             So it's just, you know, how -- it's more the



              20   wording or the characterization.



              21             MR. LEVAR:  Okay.  Thank you.  Mr. Solander?



              22             MR. SOLANDER:  Thank you.  That concludes



              23   Rocky Mountain Power's case in chief.



              24             MR. LEVAR:  Okay.  Thank you, Mr. McDougal.



              25             THE WITNESS:  Thank you.
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               1             MR. LEVAR:  Mr. Jetter?



               2             MR. JETTER:  Thank you, Mr. Chairman.  The



               3   division would like to call Dr. Artie Powell as its



               4   witness today.



               5             MR. LEVAR:  Dr. Powell, do you swear to tell



               6   the truth?



               7             THE WITNESS:  Yes.



               8             MR. LEVAR:  Thank you.



               9                         ARTIE POWELL,



              10   called as a witness at the instance of the Division of



              11   Public Utilities, having been first duly sworn, was



              12   examined and testified as follows:



              13                      DIRECT EXAMINATION



              14   BY MR. JETTER:



              15        Q.   Good morning, Dr. Powell.  Would you please



              16   state your name and occupation for the record.



              17        A.   My name is Artie Powell.  I work for the



              18   Division of Public Utilities.  I am the manager of the



              19   energy section.



              20             MR. LEVAR:  Is your microphone on?



              21             THE WITNESS:  It looks like it's on but --



              22             MR. LEVAR:  Maybe pull it a little closer.



              23             THE WITNESS:  Here?



              24             MR. LEVAR:  That's better.



              25             THE WITNESS:  Okay.
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               1        Q.   (By Mr. Jetter)  In the course of the past few



               2   years, have you had the opportunity to participate in



               3   the negotiations that led up to this agreement, as well



               4   as the review of the application by the company in this



               5   docket?



               6        A.   Yes.



               7        Q.   And did you create and cause to be submitted



               8   to the commission both direct and rebuttal testimony?



               9        A.   Yes, I did.



              10        Q.   And that included three exhibits, DPU Exhibit



              11   1.1, 1.2 and 1.3D in your direct testimony; is that



              12   correct?



              13        A.   That's correct.



              14        Q.   Do you have any corrections or edits that you



              15   would like to make to either of those?



              16        A.   Not that I am aware of.



              17        Q.   And if asked the same questions contained



              18   within each of those prefiled testimonies, would you



              19   answer the same as they are in the testimonies?



              20        A.   Yes, I would.



              21             MR. JETTER:  I would move with that to enter



              22   both the direct and rebuttal testimony of Dr. Powell



              23   into the record.



              24             MR. LEVAR:  Thank you.  I'll ask any party to



              25   indicate if you have any objection.  I'm not seeing any
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               1   objection, so that would be entered.



               2             MR. JETTER:  Thank you.



               3        Q.   (By Mr. Jetter) Would you like to briefly



               4   summarize the testimony that you provided in this



               5   document?



               6        A.   Yes.  I think I can be very brief.  The



               7   company's witnesses have already gone over the



               8   settlement agreement, and I think they did a good job in



               9   summarizing that.  Basically my summary is really on the



              10   last page of my testimony, lines 264 to 270.



              11             The division is recommending that the



              12   commission approve the protocol as filed.  As I talked



              13   about in my testimony, it is a full rolled-in allocation



              14   method that the commission has stated on numerous times



              15   since the original merger in 1989 that it would like to



              16   get to.  It's consistent with cost causation principles.



              17   And with the -- consistent also with the planning and



              18   operation of a single system.



              19             I also tried to demonstrate that the



              20   equalization adjustment that has been talked about this



              21   morning is reasonable.  And we believe that since the



              22   protocol is short lived and it insulates Utah from the



              23   decisions that other states are making at this time,



              24   that it's in the public interest.  And that would



              25   conclude my summary, I believe, at this time.
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               1             MR. JETTER:  Thank you.  I have no further



               2   questions for Dr. Powell, and he's available for



               3   commission questions or cross-examination from the other



               4   parties.



               5             MR. LEVAR:  Okay.  Thank you.  Mr. Solander?



               6             MR. SOLANDER:  No questions.  Thank you.



               7             MR. LEVAR:  Thank you.  Mr. Olsen?



               8             MR. OLSEN:  No question.



               9             MR. LEVAR:  Mr. Dodge?



              10             MR. DODGE:  No questions.



              11             MR. LEVAR:  Commissioner White?



              12             MR. WHITE:  No questions.



              13             MR. LEVAR:  Mr. Clark?



              14             MR. CLARK:  No questions.  Thank you.



              15             MR. LEVAR:  Okay.  Thank you.  I don't have



              16   anything for you.



              17             THE WITNESS:  Okay.



              18             MR. LEVAR:  Thank you.  That was easy.



              19   Anything further, Mr. Jetter?



              20             MR. JETTER:  No, Mr. Chairman.  The



              21   division -- that's the only witness for the division



              22   today.



              23             MR. LEVAR:  Okay.  Thank you.  Mr. Olsen?



              24             MR. OLSEN:  Thank you.  The office would like



              25   to call Michelle Beck.
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               1             MR. LEVAR:  Miss Beck, do you swear to tell



               2   the truth?



               3             THE WITNESS:  Yes, I do.



               4             MR. LEVAR:  Thank you.



               5                        MICHELLE BECK,



               6   called as a witness at the instance of the Office of



               7   Consumer Services, having been first duly sworn, was



               8   examined and testified as follows:



               9                      DIRECT EXAMINATION



              10   BY MR. OLSEN:



              11        Q.   Miss Beck, could you state your full name for



              12   the record, please, and your position with the office.



              13        A.   Yes.  My name is Michelle Beck, and I am the



              14   director of the Office of Consumer Services.



              15        Q.   In the course of your duties with the office,



              16   did you have occasion to participate in the negotiations



              17   regarding the MSP allocation that's been discussed here



              18   today?



              19        A.   Yes, I did.  The office fully participated in



              20   all of the various meetings in reviewing the different



              21   sets of analyses that were released as part of that.  I,



              22   personally, attended many of the meetings, especially



              23   the ones held at the end during which the compromise was



              24   crafted.



              25        Q.   Thank you.  And did you, as a cause, did you
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               1   create or cause to be created direct testimony in which



               2   you submitted to the commission on March 16th, 2016?



               3        A.   Yes, I did.



               4        Q.   If I were to ask you all the questions again,



               5   would your answers still be the same?



               6        A.   Yes, they would.



               7        Q.   So do you have any other -- any kind of



               8   correction or modification at this time?



               9        A.   No.



              10             MR. OLSEN:  I ask that the direct testimony be



              11   submitted at this time.



              12             MR. LEVAR:  I'll ask any party who objects to



              13   indicate to me.  I am not seeing any objection, so that



              14   will be entered.  Thank you.



              15             MR. OLSEN:  Thank you.



              16        Q.   (By Mr. Olsen) Do you have a summary for the



              17   commission?



              18        A.   A very brief one.  Basically, I am here today



              19   to support the office's position in favor of the 2017



              20   protocol.  As I stated in my testimony, we have a few



              21   primary reasons for supporting this protocol.  The 2017



              22   protocol essentially sets our Utah rates using the



              23   rolled-in allocation method unchanged from before in



              24   terms of allocation factors or the other inputs.



              25             But instead of any of those sorts of changes,
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               1   it does include the monetary adjustment that's been



               2   discussed in front of you already.  The company will



               3   continue to plan and operate its generation and



               4   transmission system on an integrated basis to achieve a



               5   least cost, least risk resource portfolio for customers.



               6   The office has always believed that this integrated



               7   system provides benefits to customers.



               8             And finally, the agreement is short term in



               9   nature.  It includes some studies and a process for



              10   moving forward.  And we think it is in the public



              11   interest to move the discussion forward with this



              12   short-term agreement.  So in summary, we recommend its



              13   improvement -- its approval, and we believe it will



              14   result in just and reasonable rates.



              15        Q.   Do you have anything further?



              16        A.   No.



              17             MR. OLSEN:  Miss Beck is available for



              18   cross-examination or questions from the commission.



              19             MR. LEVAR:  Thank you.  Mr. Solander?



              20             MR. SOLANDER:  No questions.  Thank you.



              21             MR. LEVAR:  Okay.  Mr. Jetter?



              22             MR. JETTER:  No questions.  Thank you.



              23             MR. LEVAR:  Mr. Dodge?



              24             MR. DODGE:  Yes, very briefly.  Thank you.



              25                       CROSS-EXAMINATION
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               1   BY MR. DODGE:



               2        Q.   Ms. Beck, just one set of questions.  The time



               3   the office agreed to support the 2017 protocol, were you



               4   aware of the company's intent legislatively to try and



               5   change the EBA sharing mechanism?



               6        A.   No.  I was not aware of that during the -- any



               7   of the discussions.



               8        Q.   And is that something you think that you would



               9   like to have been -- have known about at the time you



              10   agreed to support this?



              11        A.   Yes.  I actually think I have been pretty



              12   consistent, and some might say vocal, about my



              13   disappointment in not having heard about that until



              14   after the discussions were complete.



              15             MR. DODGE:  Thank you.  No further questions.



              16             MR. LEVAR:  Any redirect, Mr. Olsen?



              17             MR. OLSEN:  Just one.



              18                     REDIRECT EXAMINATION



              19   BY MR. OLSEN:



              20        Q.   Miss Beck, Mr. Dodge has referred to a



              21   circumstance that -- which you were not aware at the



              22   time you signed.  Does that fact in any way change



              23   your -- the office's position in support of this



              24   submittal?



              25        A.   No.  We, I and the office, continue to believe
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               1   that based on the circumstances of the negotiations and



               2   the positions taken by the various parties in the MSP



               3   that the 2017 is a reasonable and good outcome.



               4             MR. LEVAR:  Thank you.  Is that all?



               5             MR. OLSEN:  That's all.  Thank you.



               6             MR. LEVAR:  Any recross?



               7             MR. DODGE:  No, thank you.



               8             MR. LEVAR:  Commissioner White?



               9             MR. WHITE:  No questions.



              10             MR. LEVAR:  Mr. Clark?



              11             MR. CLARK:  I don't have a question.  But



              12   since this may be my last opportunity, I just want to



              13   acknowledge the efforts of the parties in the area of



              14   the multi-state process.  I just recognize it's very



              15   challenging, it's very cumbersome since it involves so



              16   many states, so many parties, so many stake holders.



              17             And I just wanted to express my personal



              18   appreciation for all who continue to work very



              19   diligently to protect and further Utah's interests as a



              20   part of a multi-state system.  So thank you for the



              21   opportunity to do that.



              22             MR. LEVAR:  And I don't have anything else.



              23   So thank you, Miss Beck.  Mr. Olsen, anything else?



              24             MR. OLSEN:  Nothing further.



              25             MR. LEVAR:  Okay.
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               1             MR. WHITE:  Chair LeVar, could I just make a



               2   clarification?  Is there an opportunity at the end if



               3   there's questions as a panel to other witnesses --



               4             MR. LEVAR:  I think, yeah, if you or -- if



               5   either of the two commissioners have further questions



               6   for witnesses after everyone's done, I don't see any



               7   reason not to do that.



               8             MR. WHITE:  Okay.  Thank you.



               9             MR. LEVAR:  Mr. Dodge?



              10             MR. DODGE:  Thank you, Mr. Chairman.  UAE



              11   calls Neal Townsend.



              12             MR. LEVAR:  Mr. Townsend, do you swear to tell



              13   the truth?



              14             THE WITNESS:  I do.



              15             MR. LEVAR:  Thank you.



              16                        NEAL TOWNSEND,



              17   called as a witness at the instance of the UAE, having



              18   been first duly sworn, was examined and testified as



              19   follows:



              20                      DIRECT EXAMINATION



              21   BY MR. DODGE:



              22        Q.   Mr. Townsend, would you please give your full



              23   name and for whom you work and on whose behalf you are



              24   appearing.



              25        A.   My name is -- is this on?  Neal Townsend,
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               1   N-E-A-L, T-O-W-N-S-E-N-D.  I am a principal with Energy



               2   Strategies, a local consulting firm.  I represent the



               3   UAE intervention group in this proceeding.



               4        Q.   Mr. Townsend, did you cause to be filed in



               5   this docket UAE Exhibit 1.0 which is your direct



               6   testimony?



               7        A.   Yes, I did.



               8        Q.   And does that testimony represent your sworn



               9   testimony here today?



              10        A.   Yes, it does.



              11        Q.   Any changes to that testimony?



              12        A.   Not that I am aware of.



              13             MR. DODGE:  Mr. Chairman, I move the admission



              14   of UAE Exhibit 1.0.



              15             MR. LEVAR:  I'll ask any party who objects to



              16   indicate.  And I am not seeing any indication, so that



              17   will be entered.  Thank you.



              18        Q.   (By Mr. Dodge) Mr. Townsend, do you have a



              19   brief summary of your testimony?



              20        A.   I do.



              21        Q.   Please offer that.



              22        A.   In my testimony I recommend that the



              23   commission deny Rocky Mountain Power's application for



              24   approval of the 2017 protocol, including Section 14, the



              25   Utah specific terms entered into among PacifiCorp, or
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               1   RMP, the Division of Public Utilities and the Office of



               2   Consumer Services.



               3             The 2017 protocol should not be approved



               4   because it misaligns the cost and risk born by Utah rate



               5   payers.  Currently RMP has an energy balancing account



               6   that will soon allow it to fully recover a pro rata



               7   share of the difference between the actual net power



               8   cost and the normalized net power cost in base rates for



               9   the Utah rate payers.



              10             One of the causes of this difference is the



              11   cost associated with fluctuations in generation from



              12   RMP's hydroelectric generating stations.  Under the



              13   terms of the 2017 protocol, Utah would not only pick up



              14   a pro rata share of RMP's generation costs under the



              15   rolled-in dynamic allocation method, but also pick up an



              16   additional 4.4 million dollars a year to fill a share of



              17   the hole caused by differing allocation methods used by



              18   each state in which PacifiCorp provides electric



              19   service.



              20             In my opinion, allowing RMP to fully recover a



              21   pro rata share of the actual net power costs from Utah



              22   rate payers while at the same time burdening Utah



              23   customers with an additional 4.4 million annually above



              24   its pro rata share of system generation costs creates a



              25   misalignment of costs and risk.
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               1             For this reason, I believe the 2017 protocol



               2   would not produce just and reasonable rates in Utah.



               3   Consequently, I recommend the commission deny the



               4   application, including the Utah state-specific terms.



               5   In its place, I recommend the commission direct RMP to



               6   use the rolled-in allocation method as it is currently



               7   defined.  That concludes my summary.



               8             MR. DODGE:  Thank you.  Mr. Townsend is



               9   available for cross-examination.



              10             MR. LEVAR:  Thank you.  Mr. Solander?



              11             MR. SOLANDER:  Yes.  Thank you.



              12                       CROSS-EXAMINATION



              13   BY MR. SOLANDER:



              14        Q.   Could you turn to page 7 of your prefiled



              15   testimony.



              16        A.   Sure.  I am there.



              17        Q.   On Line 138 you reference the benefits of the



              18   hydro system and then say that the 2017 protocol would



              19   move some of the benefits from Utah through the



              20   equalization adjustment; is that right?



              21        A.   Yes.



              22        Q.   And then on page 9 of your testimony,



              23   beginning on Line 185, that last sentence, could you



              24   read that?



              25        A.   "Given the current regulatory and other
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               1   circumstances, UAE cannot support the 2017 protocol



               2   since it unfairly assigns additional revenue requirement



               3   obligations to Utah above the rolled-in allocation



               4   method for hydro-related costs while leaving Utahns



               5   subject to all of the net power cost risk of hydro



               6   resources."



               7        Q.   So in both cases you say that it is -- the EA



               8   is for hydro-related costs; is that right?



               9        A.   Not totally but in part.



              10        Q.   Is there anywhere -- can you point me to where



              11   in the 2017 protocol document that it says that it's



              12   related to hydro cost?



              13        A.   Well, I think it's implicit if you look at the



              14   way that the numbers are presented.  Included within



              15   those numbers is a portion of hydro-related risk.



              16        Q.   So it's not in the 2017 protocol anywhere --



              17        A.   In words I don't think it is, but in numbers



              18   it is.



              19        Q.   And couldn't any other party argue that it's



              20   for other risks not related to hydro?



              21        A.   I'd like to see that argument.  I don't think



              22   it's possible.



              23        Q.   But it's -- that argument is just as much



              24   contained in the 2017 protocol as your argument related



              25   to hydro-related risks?
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               1        A.   I haven't thought of that.  Ask that again.



               2        Q.   That's nothing in the 2017 protocol related to



               3   hydro-related risks or any other related risks that a



               4   party might argue?



               5        A.   Well, I think if you look at the numbers, the



               6   hydro-related risks are in there.



               7        Q.   But it's not called out in the 2017 protocol



               8   as the agreement among the parties?



               9        A.   Well, there's a bunch of numbers in the 2017



              10   protocol.  I think it is called out.



              11             MR. SOLANDER:  No further questions.



              12             MR. LEVAR:  Thank you.  Mr. Jetter?



              13             MR. JETTER:  I have no questions for



              14   Mr. Townsend.  Thank you.



              15             MR. LEVAR:  Okay.  Thank you.  Mr. Olsen?



              16             MR. OLSEN:  We have no questions.  Thank you.



              17             MR. LEVAR:  Any redirect?



              18             MR. DODGE:  No, thank you.



              19             MR. LEVAR:  Commissioner White?



              20             MR. WHITE:  I want to be careful not to



              21   conflate your testimony with Mr. Dodge's questions.  But



              22   it seemed to me that there is some notion or indication



              23   that potentially the position of UAE would change if the



              24   commission were to condition approval on, I guess, the



              25   total approval by other states.
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               1             Is that -- does that change the position of



               2   UAE?  Or is that -- am I reading too much into his



               3   questions?



               4             THE WITNESS:  I think you are reading too much



               5   into his questions.  I think UAE's position is that as



               6   long as we have an EBA where Utah rate payers are



               7   subject to hydro risk, that we should be using the



               8   rolled-in method, however that's defined.  And that's



               9   currently defined as a 12 CP and a 75, 25 percent



              10   weighting demand energy.



              11             MR. WHITE:  So there's no equivocation.  It's



              12   just a straight recommendation for denial.  It's not a



              13   potential --



              14             THE WITNESS:  I suppose in the alternative,



              15   you could approve it and then just set the Utah



              16   equalization adjustment to zero, and that would allow



              17   the other terms of the 2017 protocol to go forward.  But



              18   I don't think Utah should be saddled with a 4.4 million



              19   dollar additional revenue requirement.



              20             MR. WHITE:  Let me ask you this, and this is



              21   where my earlier question about potential questions of



              22   the parties in terms of the understanding.  With respect



              23   to the other states, it is a -- what are the potential



              24   options for states in terms of this agreement with



              25   respect to, is it approval?  Approval with conditions?
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               1   Denial?



               2             THE WITNESS:  You know, I think there's a wide



               3   range of outcomes the other states could take.  I can't



               4   honestly speak for those other states.  But I think they



               5   could go forward with it if they so desired, if they



               6   think it's in their interest, or they could modify it in



               7   some way or reject it.  I don't know what's going to



               8   happen in the other states.



               9             MR. LEVAR:  What does the agreement allow for?



              10   I guess is it a complete unwind or -- and again, I am



              11   asking this with the understand of the parties.



              12             THE WITNESS:  You know, I think the agreement



              13   contemplates some sort of a -- if a state were to reject



              14   or modify it in some fashion, then talks could continue.



              15   I think in the alternative, states could just adopt it



              16   as it was filed or modify it in some form.  And it would



              17   be up to PacifiCorp and those states to decide whether



              18   to proceed.



              19             MR. WHITE:  Chair LeVar, is it appropriate at



              20   this time to turn that question over to the parties if



              21   they would like to address it, in terms of their



              22   understanding of options both in the -- Utah and other



              23   states?



              24             In other words, I guess the question is, is it



              25   an approval?  Option of approval with conditions?  I am
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               1   just trying to understand.  This is again prompted by



               2   some of the questions by Mr. Dodge's indication that



               3   both ICNU and environmental groups in Oregon have



               4   opposed the agreement.



               5             MR. LEVAR:  If I could just tell the forum



               6   that I think I might suggest we conclude commission



               7   questions for Mr. Townsend while counsel have a chance



               8   to look at the question you have raised.  And I don't



               9   know if that's a question for counsel or for the



              10   witnesses, but we can let them think about that.



              11             MR. WHITE:  It is probably a legal question,



              12   and I don't mean to throw a legal question on you,



              13   Mr. Townsend.



              14             THE WITNESS:  Well, I am not a lawyer, so



              15   we'll go on the record for that.



              16             MR. WHITE:  So with that, that makes sense



              17   then.



              18             MR. LEVAR:  Okay.  So are you okay if



              19   we move --



              20             MR. WHITE:  Yeah.



              21             MR. LEVAR:  Complete questions for



              22   Mr. Townsend and move on to that question.



              23             MR. WHITE:  No further questions.



              24             MR. LEVAR:  You don't have any more?



              25             MR. WHITE:  No.
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               1             MR. LEVAR:  Mr. Clark?



               2             MR. CLARK:  No questions.



               3             MR. LEVAR:  And I don't, so thank you.



               4             THE WITNESS:  Thank you very much.



               5             MR. LEVAR:  So we have a question from



               6   Commissioner White that seems to be directed to counsel.



               7   Why don't we start with Mr. Solander.



               8             MR. SOLANDER:  Thank you.  The agreement in



               9   paragraph -- get the number -- 13E does include a



              10   provision regarding the interdependency among states



              11   approvals that states that if it is materially deleted,



              12   altered or conditions approval, that if any commission



              13   materially deletes, alters or conditions approval of the



              14   protocol, parties shall meet and discuss the



              15   implications of the alteration.



              16             So I think it would depend on if it was a



              17   material alteration and the impact that it had in the



              18   opinion of the parties to the agreement.



              19             MR. WHITE:  And again, that's if there's a



              20   alteration.  If there's a denial, I guess it falls in



              21   the same category.  If there's -- for example, if Oregon



              22   or another state would just completely deny, rather than



              23   to alter it, it would be the same.



              24             MR. SOLANDER:  I would think so, yes.



              25             MR. WHITE:  Is there any other parties that
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               1   want to --



               2             MR. DODGE:  Just briefly, Commissioner White,



               3   in response to your question Mr. Townsend in light of my



               4   earlier questions.  Mr. Townsend properly stated UAE's



               5   position in the docket.  My questions were aimed at, I



               6   guess, the enforcement of this section E that



               7   Mr. Solander just talked about.



               8             And it would be UAE's proposal that if the



               9   commission were to approve it or approve it with a



              10   modification, a change in the equalization adjustment to



              11   zero as Mr. Townsend suggested, either way, it still



              12   ought to be conditional upon seeing what the other



              13   states do.



              14             Because I would think that would -- could and



              15   should properly potentially affect either the parties



              16   who signed its support or the commission's decision to



              17   support the allocation methodology.  That was the thrust



              18   of my question.



              19             MR. WHITE:  Okay.  Thank you.  Is there anyone



              20   who else wants to opine on the question?  Mr. Jetter?



              21             MR. JETTER:  The only thing I suppose I would



              22   note is my understanding of the agreement and what the



              23   parties have actually signed the agreement to support



              24   the 2017 protocol is that we have agreed to continue to



              25   support it so long as the other states don't materially
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               1   alter it.



               2             Approval of the commission and then subsequent



               3   significant change in another state, it could be



               4   somewhat difficult to sort of unwind the approval.  But



               5   I think it's certainly plausible and possible.  The



               6   dollars aren't collected until at least a new rate will



               7   go into effect, and so it wouldn't be a, sort of an



               8   emergency immediate concern.  But it's something we



               9   should certainly be watching and address as soon as



              10   would happen.



              11             And as far as Utah rate payers are concerned,



              12   I think the alternative, I guess as I said, would be at



              13   the point which these go into rates.  So we'd need to



              14   monitor what's happening in other states.



              15             MR. WHITE:  That's very helpful.  Thank you.



              16             MR. OLSEN:  I think it's the likelihood -- I



              17   mean, obviously, you, as the commission, would want to



              18   be apprised of the results of any other commission



              19   action.  And I suppose if -- the likely event, if it



              20   appeared to be material to you, you would ask for,



              21   through your normal channels, to have perhaps the



              22   division initiate an analysis and then perhaps have it



              23   re-reviewed.  I don't -- I think would not be



              24   particularly difficult to have that happen, since it



              25   calls out that opportunity for you as the commission to
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               1   look at it in its own -- of its own terms.



               2             MR. WHITE:  Thank you.  I have no further



               3   questions, Chair.



               4             MR. LEVAR:  For any of the parties or any of



               5   the witnesses?



               6             MR. WHITE:  No.  I don't.  Thank you.



               7             MR. LEVAR:  Do you have anything else,



               8   Commissioner Clark?



               9             MR. CLARK:  No questions.



              10             MR. LEVAR:  Thank you.  And I don't.  So is



              11   there anything else from the parties that need to be



              12   addressed before we adjourn?  I am not seeing any



              13   indication, so we are adjourned.  Thank you.



              14



              15             (The hearing concluded at 10:24 a.m.)
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