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P-ROGCGEEDI-NGS

--000- -

COW SSI ONER LeVAR:  Good norning. W are
here for the tine and place for the Public Service
Conmi ssion hearing in the matter of Rocky Mountain
Power's Proposed Revisions to Electric Service,
Schedul e No. 37, avoi ded cost purchases fromqualified
facilities, Public Service Conmm ssion Docket
No. 15-035-TO6.

We' || take appearances at this point fromthe
appl i cant.

M5. HOGLE: Good norning, Your Honor.
Yvonne Hogl e on behal f of Rocky Muntain Power. And
with me on the phone today is our witness, M. Brian
Di ckman.

COWM SSI ONER LeVAR:  He's on the phone now?

MS. HOGLE: Yes. And behind ne is
Bob Lively, who's the regulatory affairs manager for
the State of Utah.

COW SSI ONER LeVAR:  Ckay. Thank you.
Division of Public Utilities?

M5. SCHM D. Good norning. Patricia E
Schmd wth the Uah Attorney Ceneral's Ofice
representing the Division of Public Uilities. And

wth ne is the division's witness is Dr. Abdinasir

Litigation Services | 800-330-1112
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Abdul l e.  And would you like nme to spell that for the

court reporter?

COWM SSI ONER LeVAR: Pl ease.

M5. SCHMD:. A-B-DI-NA-SI-R and the |ast
name is A-B-D-U-L-L-E.  Thank you

COWM SSI ONER LeVAR:  Thank you. For the
Ofice?

MR MOORE: Robert More for the Ofice of
Consuner Services. | have with ne Bela Vastag, a
utility analyst wth the Ofice.

COW SSI ONER LeVAR:  kay. | do not see any
ot her participants present to nake an appearance. Any
prelimnary matters before we go forward then? Let ne
ask this question then since it goes to the issue of
whet her we' || take the three witnesses as a panel or do
each individually. Do the parties present intend any
cross-exam nation of any of the three presentations?

Then | think what it nakes sense to do is
have all three presentations, and then there may be
sonme questions fromthe Comm ssion. But | think it
m ght nmake sense to get all three on the record first,
and then we'll go forward if we have any questions.

So Ms. Hogle, we'll go to you.

M5. HOGLE: Thank you, Your Honor. The

conmpany calls M. Brian D ckman, who is on the phone.

Litigation Services | 800-330-1112
www. | i tigationservices.com
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He needs to be sworn.

--000- -
BRI AN DI CKMVAN,

havi ng been first duly sworn to tell the

truth, was exam ned and testified as fol |l ows:
EXAM NATI ON
BY M5. HOGLE:

Q Good nmorning, M. D ckman. Can you pl ease
state and spell your nane and pl ace of enploynent for
t he record?

A Yes. Good norning. My nane is Brian
D ckman, D I-CK-MA-N And | amthe Director of Net
Power Costs and Load Forecasting for Pacifi Corp.

Q And in that capacity, did you prepare or
cause to prepare -- cause to be prepared your direct
testinony and attached Exhibits A through H?

A Yes, | did.

Q Soif I were to ask you the questions and
your testinony again here today, would your answers be
t he sane?

A Yes, they woul d.

Q And in that capacity, did you al so prepare or
cause to prepare -- cause to be the prepared the reply
coments the conpany filed Septenber 9th, 2015?

A Yes, | did.

Litigation Services | 800-330-1112
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Q And are you adopting those reply comments as

your own here today?

A Yes.

Q Do you have any changes to the reply coments
that you'd |like to make?

A No.

MS. HOGLE: At this tinme, we'd |ike to nove
for the adm ssion as evidence into the record M. Brian
D ckman's direct testinony and attached Exhibits A
through H, as well as the reply coments.

COWM SSI ONER LeVAR:  Any objection fromthe
Division or the Ofice?

M5. SCHM D:  None.

MR. MOORE: No objection.

COW SSI ONER LeVAR:  Ckay. They'll be
entered into evidence. Thank you.

M5. HOGE: Thank you.

Q (By M. Hogle) M. Dicknman, do you have a
short summary that you'd like to give to the
comm ssioners and parties here today?

A Yes, | do. Good norning, Conm ssioners.
Thank you for particularly letting nme appear by phone
today. On April 30th, 2015, the conpany filed its
annual update to Schedul e 37, avoided cost practices.

This filing was required to update Schedule 37 prices

Litigation Services | 800-330-1112
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to reflect the 2015 Integrated Resource Plan filed

earlier on March 31st.

In addition to updating the inputs to the
Schedul e 37 prices, the conpany proposed to change the
met hod for cal culating Schedul e 37 avoi ded costs.
Specifically, we proposed to no |onger include capacity
costs related to the deferral of a sinple cycle
conbustion turbine or SCCT.

During the sufficiency period, the 2015 IRP
calls for the conpany to utilize front office
transactions or FOPs, which represent short-termfirm
whol esal e mar ket purchases, and use those to neet our
capacity needs during this deficiency period.

The conpany al so proposed to differentiate
Schedul e 37 prices during this deficiency period based
on the relationship of Pal o Verde on- and of f-peak
mar ket prices.

Rat her than inputing capacity costs based on
fictitious SCCT, avoided costs during this deficiency
period should be cal cul ated using the GRI D nodel,

I ncluding the value of FOPs that can be displaced by QF
as proposed by the conpany.

The conpany's proposed changes result in
avoi ded cost prices that best represent the costs that

will actually be avoided when a QF is added to our

Litigation Services | 800-330-1112
www. | i tigationservices.com
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system The Division of Public Uilities and the

O fice of Consuner Services filed comments that were
general ly supportive of the conpany's filing. However,
t he Renewabl e Energy Coalition filed public coments
arguing that the sufficiency period represented in our
filing was too long and did not adequately conpensate
QFs.

REC argued that during the sufficiency
period, Schedule 37 avoi ded cost prices should include
capacity costs related to environnental upgrades as
sonme of our existing coal-fired generation facilities,
and that existing Qs renewing their contracts should
receive a capacity paynent regardl ess of the conpany's
future resource needs.

As nmentioned by Ms. Hogle on Septenber 9th,
the conpany filed reply conments denonstrating that
REC s proposals would not accurately reflect costs that
can actually be avoi ded by the conmpany. And those
proposal s should be rejected by the Conm ssion.

| recommend that the Comm ssion approve the
conpany's filing, update Schedul e 37 prices, including
the change to elimnate the SCCT fromthe sufficiency
period. That concludes nmy summary.

COWM SSI ONER LeVAR:  Anything further?

M5. HOGLE: The conpany rests its case.

Litigation Services | 800-330-1112
www. | i tigationservices.com
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1 Thank you.

2 COW SSI ONER LeVAR:  Ckay. Thank you.

3 M. Schnid?

4 M5. SCHM D. Thank you. The Division would
5 like to call Dr. Abdinasir Abdulle as its witness. My
6 he pl ease be sworn.

7 - -000- -

8 ABDI NASI R ABDULLE

9 havi ng been first duly sworn to tell the

10 truth, was exam ned and testified as foll ows:

11 --000- -

12 COW SSI ONER LeVAR:  Thank you. You had

13 already decided to stay where you are, but that nakes
14 the nost sense considering where we are this norning.
15 THE WTNESS: All right. Thank you.

16 EXAM NATI ON

17 BY M5. SCHM D:

18 Q Good norning. Could you please state your

19 full nane, enployer, and business address for the
20 record?
21 A My name is Abdinasir Abdulle. And | work for
22 the Division of Public Uilities as a utility anal yst.
23 My address is in this building, 160 East 300 South in
24  Salt Lake.
25 Q In your -- in connection with your enpl oynent

Litigation Services | 800-330-1112
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as a utility analyst, have you worked on behalf of the

Division in this docket?

A Yes, | did.

Q Did you prepare or cause to be prepared under
your direction coments the Division filed July 16th,
2015, entitled "15-035-TO6 in the matter of Rocky
Mount ai n Power's Proposed Revisions to Electric Service
Schedul e No. 37, Avoided Cost Purchases from Qualifying
Facilities," and also the Division's comments filed
Septenber 9th, 2015, in reply to the comments of the
Renewabl e Energy Conm ssion?

A Renewabl e Energy Coalition. Yes, | did.

Q Do you adopt those comments as your testinony

A Yes, | do.

Q Do you have any changes or corrections that
you need to make to those?

A No.

MS. SCHMD:. Wth that, the Division asks
that its filed nmenoranduns be admtted as evidence in
t his docket.

COW SSI ONER LeVAR:  Thank you. Any
objection fromthe applicant or fromthe Ofice?

M5. HOGLE: No.

MR, MOORE: No.

Litigation Services | 800-330-1112
www. | i tigationservices.com
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1 COW SSI ONER LeVAR:  Thank you. They'll be

2 entered.

3 M5. SCHM D. Thank you

4 Q (By Ms. Schmd) Dr. Abdulle, do you have a

5 short sunmary to give today?

6 A Yes.

7 Q Pl ease proceed.

8 A Thank you, Comm ssioners, for giving ne the

9 opportunity to speak before you. The conpany has filed
10 updates on the Schedul e 36 consisting of sone routine
11 updat es and sone non-routine updates. Those

12 non-routine updates were the ones that were just

13 outlined by M. D ckman.

14 The Division reviewed that, the application
15 of the conpany, including the appendices that came with
16 it which were illustrating the mathematical proof of

17 what they were | ooking for and what they were

18 proposing. The Division did not find any problens with
19 the calculations or the concepts behind to justify
20 their proposed listing.
21 Consequent |y, the Division reconmended
22 approval of that given the fact that this was
23 determned by the Division that it is reasonable and in
24 the public interest.
25 Later on, Renewable Energy Coalition filed

Litigation Services | 800-330-1112
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their own comrents proposing certain additional things

and al so recommended the Comm ssion not to accept the
proposal of the change in the nethodology for -- by the
conpany.

The Division reviewed itemby itemthe
proposal s put forward by the Renewabl e Energy Coalition
and | ooked into the justifications that they provided,
which were mainly that it violates the principles and
the state | aws.

And there were other things that they were
sayi ng that should be considered in the nethodology to
ensure that the avoided costs nunbers wll be fair for
the qualifying facilities. The D vision reviewd
t hose, concluded that there was no evidence put forward
to justify whatever they were proposing the inclusion
of certain things.

Based on that, the Division is proposing that
t he proposal s put forward by the Renewabl e Energy
Coalition not be accepted by the Conmmi ssion. In
conclusion, the Division stands by and recommends t hat
t he proposals put forward by the conpany be accepted as
they are. Thank you.

M5. SCHM D. Thank you. That's everything
fromthe Division.

COW SSI ONER LeVAR:  Ckay. Thank you. W'l

Litigation Services | 800-330-1112
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nove ahead to the Ofice. Thank you.

MR MOORE: The Ofice calls Bela Vastag and
asks for himto be sworn.
--000- -
BELA VASTAG
havi ng been first duly sworn to tell the
truth, was exam ned and testified as fol |l ows:
EXAM NATI ON
BY MR MOORE:

Q Can you pl ease state your nane, enploynent,
and pl ace of enpl oynent.

A My nane is Bela Vastag. |'ll spell that for
you. First name B-E-L-A last name V as in Victor
A-ST-AA-G I'ma utility analyst, and I work for the
O fice of Consuner Services. And our offices are here
in this building at 160 East 300 South, Salt Lake Gty.

Q Did you prepare, participate in preparing, or
have prepared under your direction the July 16th
initial comments in this Docket 15-035-TC6 and the
reply Septenber 9th comments in this docket?

A Yes, | did.

Q Do you adopt these comments as your
t esti nony?

A Yes.

Q Wul d you have any changes to nake with this

Litigation Services | 800-330-1112
www. | i tigationservices.com
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docket ?

A No changes.
MR MOORE: Your Honors, we would nove to
have these comments admtted as evi dence.
COW SSI ONER LeVAR:  Any objection fromthe
applicant or the Division?
M5. SCHM D No.
M5. HOGLE: None.
COWM SSI ONER LeVAR:  Thank you. They'll be
ent er ed.
Q (By M. ©More) Have you prepared a sunmary of
your testinony today?
A Yes, | have.
Q Wul d you like to read that into the record?
A Yes, please. Good norning. Inits
Decenber 30th, 2014, order in the previous Schedul e 37
update filing, Docket No. 14-035-T04, this Comm ssion
stated, and I'll quote, "W await the presentation of
evidence in future Schedul e 37 proceedi ngs descri bi ng
any alternative approach for val uing avoi ded capacity
costs and peak and of f-peak avoi ded costs during the
period of resource sufficiency."”
Therefore, in this current docket,
15-035-T06, the conpany has presented an alternate

approach for val uing peak and of f-peak avoi ded costs as

Litigation Services | 800-330-1112
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requested by the Conm ssi on.

For the sufficiency period, the conpany has
elimnated fromthe Schedule 37 avoi ded cost
cal culation, the costs related to a sinple cycle
conbustion turbine or SCCT. Instead, the capacity
val ue the QF receives during the sufficiency period is
based on the avoided front office transactions or FOTs.

The conpany has al so shaped the flat nonthly
energy prices that are the output of the GRI D nodel
I nto on-peak and of f-peak hourly prices. This shaping
provi des higher prices to QFs for energy delivered on
peak, and al so produces as a matter of fact 20-year
| evel i zed prices for tracking solar QF which are higher
than the prices for a base |oad resource.

Therefore, the Ofice believes that these
revisions to Schedule 37 pricing are appropriate and
refl ect the actual costs that could be avoided by the
conpany. Thus, the Ofice recommends that the
Conmi ssi on shoul d approve the Schedule 37 filing by the
conpany.

And finally, in response to the comments that
were filed by the Renewabl e Energy Coalition or REC,
the Ofice recomends that the Conm ssion reject the
changes proposed by REC because they -- because REC has

not denonstrated that their proposed changes represent

Litigation Services | 800-330-1112
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costs that are actually avoided as required by PURPA

and FERC. That concl udes ny statenent.

COW SSI ONER LeVAR:  Thank you.

MR. MOORE: The Ofice rests.

COW SSI ONER LeVAR:  Thank you. We'll go to
Conmi ssioner Clark. Do you have any questions for any
of the three w tnesses?

COWM SSI ONER CLARK:  Thank you, M. Chair. |
do.

EXAM NATI ON

BY COW SSI ONER CLARK:

Q First, to M. D ckman, if you could turnto
t he question that begins at the bottom of page 8 of
your testinony, begins at about |ine 186.

A "' mturning there.

Q So the question is, "How did the conpany
cal cul ate Schedul e 37 avoi ded costs -- |I'msorry --
avoi ded capacity costs during the sufficiency period in
this filing?"

And regarding your answer, | think
understand fromit that in this case, you've included
di spl acenent of front office transactions as identified
in the | RP.

And | want you to address how you treated

this sanme subject in 14-035-T04, if you're aware and

Litigation Services | 800-330-1112
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acquai nted with that docket. Do you have famliarity

with the past inmredi ately previous docket in this area?

A | do.

Q Okay. So in that docket, did the conpany
I ncl ude di spl acenent of front office transactions in
its application?

A In the 14 -- the 2014 docket, the conpany
used the GRID nodel to calculate the sufficiency period
avoi ded costs. And the GRID nodel utilized market
transactions. However, it did not include the bl ocked
FOTs fromthe I RPs, which are representative of market
transacti ons.

But -- so the two cases are a little bit
different. The 2014 did not include the specific
bl ocks fromthe IRPs, but it did go to the market or
avoi d market transactions to the extent the nodel does
that on its own.

Q So could you --

A In the current case, the 2015 filing, the
conpany did also include in the nodel the block FOT
transactions fromthe I RPs, and those are displaced by
the QF.

Q Right. Thank you. So could you help ne
understand the difference between the market purchases

that you' ve described and the GRID nodel's treatnent of

Litigation Services | 800-330-1112
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those in contrast to what's identified as front office

transactions in your testinony in this docket?

A Certainly. The GRID nodel has the ability --
has nodels within it a conponent that includes
whol esal e mar ket hubs. And we reference those as, for
exanpl e, the M d-Col unbia hub, the Palo Verde hub. And
t he nodel bal ances itself every hour utilizing
transactions in the market.

The difference between what the nodel | ust
does on its own, these bal ancing transactions, are that
really it's a matter of granularity. The GRI D nodel
can bal ance itself every hour in these markets to any
fraction of a nmegawatt. Whatever the nodel needs, it
can go to the market and get it or avoid it wwth a QF.

On the other hand, the block FOIs that we
refer to fromthe IRP are -- are represented in the IRP
as two different products. The one that we -- the one
that is used in the preferred portfolio and used in our
nodeling in this case is a third quarter bl ocked
transacti on.

So it's an on-peak | should say, soit's a --
for all on-peak hours, we assune that the conpany wl|
buy in the market. And so that's represented in the
GRI D nodel as a single transaction over all on-peak

hours, and the quantity is as specified in the |IRP.

Litigation Services | 800-330-1112
www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG DOCKET NO. 15-035-T06 - 09/14/2015

© 00 N o O B~ W N PP

N N N N NN P P P PR PP R R R
g » W N P O © O N O O M W N P O

Page 20
So, for exanple, the Palo Verde nmarket hub or

t he New Col unbi a market hub, the IRP calls for a
certain quantity of purchases on peak during the third
gquarter. So we nodel those in GRID as such, a big

bl ock transaction. And the nodel then bal ances itself
around that as well. [It's -- that transaction may
cause there to be excess energy in certain hours, and
t he nodel would have to sell that off.

Anyway, in this case, we've included those
bl ock transactions in the nodel. And then when we
assune that a QF is brought on to the system we
partially displace that block in the size of the QF.
And we reduce the | evel of purchases fromthe market,
and then we |l et the nodel rebalance itself. And I
think | described this as simlar to what we currently
do for the Schedul e 38 PDDRR net hod.

Q Thank you, M. D ckman.

Now a question for Dr. Abdulle. |Is it your
view that the use of the block front office
transactions that M. D ckman's described constitutes
an appropriate way to identify avoi ded capacity costs
and represent their displacenent?

A The short answer is yes. According to the
| RP, the conpany's use of front office transactions al

were bringing qualifying facilities into the system
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It will avoid the nost expensive costs.

And given the fact that it's in the node
al ready, the front office transactions are in the
nodel , then their avoi dance represents the true avoi ded
costs of the conpany. And we think that's the
appropriate way to do it.

Q Thank you, Doct or

M. Vastag, would you address the sane
guestion, please?

A Yes. The Ofice believes that the avoi dance
of the front office transaction is a neasure of the
capacity value that's being avoided. |[If | could point
back to the 12-035-100 docket, this issue was addressed
fairly extensively in that docket.

And the O fice had the sanme opinion at that
time. And we also hired a consultant, a power
consul tant, who anal yzes the way the nodeling is being
done and agreed that the FOTs represented -- there was
capacity value within the FOT, this block transaction
We continue to assert that that's the situation.

Q Thank you

COW SSI ONER CLARK:  That concl udes ny
guesti ons.

COWM SSI ONER LeVAR:  Thank you. Conm ssi oner

Wiite, do you have any questions for any of the
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2 COW SSI ONER WHI TE:  Thanks. | have no

3 questions.

4 COWM SSI ONER LeVAR: | just have a couple.

5 EXAM NATI ON

6 BY COW SSI ONER LeVAR:

7 Q M. Dickman -- I'll wait for the m crophone
8 to get put by your phone. Forgive ne if this was

9 answered in your reply to Conm ssioner Clark. | just
10 wanted to clarify.

11 You tal ked about the distinction between the
12 bal anci ng mar ket purchases and the FOIs. Your

13 testinony is that the FOIs and the GRI D nodel reflect
14 capacity, but that's not the case for the nmarket

15 bal anci ng purchases, correct, or am| m sunderstanding
16 that?

17 A | would say that's incorrect. The market

18 transactions represent the conpany's ability to go to
19 mar ket and satisfy its capacity needs. The difference
20 bet ween the two, the so-called FOIs fromthe I RP and
21 what the nodel would just do on its own, is really just
22 one of granularity.
23 So the nodel can go to the market on its own
24 I n each hour up to fractions of a megawatt. And
25 that's -- the conpany isn't always able to do that in
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reality. And so the block FOIs are a nice

representation of an on-peak product that is nodeled in
the IRP for capacity needs.

And that's why we believe it's al so
appropriate to include in the -- in the GRI D nodel for
avoi ded costs. So they both represent going to the
mar ket for capacity and energy.

Q Okay. Thank you. That's hel pful. Just one
nore question for you, M. Dickman. Could you describe
what -- what process you went through to choose the use
of the Palo Verde narket as a way to align the prices
with on- and off-peak pricing? Wat was -- what was
t he process in choosing that nethodol ogy.

A So just to nmake sure | heard you correctly,
descri be why the conpany chose to use the Pal o Verde
mar ket to shape the on- and of f-peak prices?

Q Yes. That's the question

A kay. It's -- we decided to do it really
because it's the nost straightforward way to take the
out put of the GRID nodel, which nost routinely reports
on a nonthly basis. So it was -- it's a representation
of these nonthly flat avoided costs that are reported
by GRID and then shaping theminto these buckets based
on the value that is perceived by the nmarket.

The Pal o Verde market is relatively close to
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the Utah service territory that we're tal king about and

generally provides a signal to -- as to the val ue of
energy and capacity during on- and off-peak hours.

So it was a matter of taking the routine
reporting out of the GRID nodel, which again is just a
flat nonthly amount, and trying to find the nost
straightforward and transparent way to get into the
sanme sort of shape that we see in the market that sends
the right price signal to the QFs at the conpany.

Q Thank you, M. D ckman.

|"d like to ask a foll owup question to
Dr. Abdulle and to M. Vastag. |f both of you could
expl ain your process in comng to the conclusion that
that Palo Verde nodel is a reasonable path to -- to
peak and of f-peak pricing and Schedul e 37.

Start with Dr. Abdulle, please.

A In deciding that, frankly, we did not conpare
how usi ng Pal o Verde as conpared to others woul d af f ect
the results. W did not do that. However, we | ooked
at Palo Verde fromthe proximty point of viewin terns
of territorial proximty, and we thought that would be
a proper way to -- to -- proper market value to use to
shape a price that is simlar toit. And that's all we
did. And we did not conpare it with others.

Q Thank you, Dr. Abdulle.
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2 A Thi s shaping nmethod we've run into a few

3 ti mes when we eval uated the QF PPAs that have cone

4 bef ore the Comm ssion. The conmpany does sonet hi ng

5 simlar in shaping prices to be hourly for QF contracts
6 in Schedul e 38.

7 So the nethod seened reasonabl e because |'ve
8 seen it before. The use of Palo Verde honestly just

9 makes sense because it's a very liquid nmarket that's

10 geographically near us. And it seened reasonabl e

11  because of that.

12 COW SSI ONER LeVAR:  Thank you. | don't have
13 any other questions. Are there any follow ups from

14 ei ther of you?

15 COW SSI ONER CLARK:  Not from ne.

16 COWM SSI ONER LeVAR:  kay. Go back to the

17 applicant. Anything further this norning?

18 M5. HOGLE: Nothing further, Your Honor.

19 Thank you.

20 COW SSI ONER LeVAR:  Ckay. We will be

21 adj ourned. Thank you.

22 M5. SCHM D. Thank you

23 (The proceedi ngs concluded at 9:30 a.m)

24

25
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REPORTER S CERTI FI CATE

STATE OF UTAH )
COUNTY OF UTAH )

I, Daren S. Bl oxham a Notary Public and
Certified Shorthand Reporter, Registered Professional
Reporter, hereby certify:

THAT t he foregoing proceedi ngs were taken
before me at the tine and place set forth in the
caption hereof; that the w tnesses were placed under
oath to tell the truth, the whole truth, and nothing
but the truth; that the proceedi ngs were taken down by
me in shorthand and thereafter ny notes were
transcri bed t hrough computer-aided transcription; and
the foregoing transcript constitutes a full, true, and
accurate record of such testinony adduced and oral
proceedi ngs had, and of the whol e thereof.

I have subscribed ny nane on this 23rd day of

e N

Daren S. Bl oxham
Regi st ered Professional Reporter #335

Sept enber, 2015.
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