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PROCEEDI NGS

CHAI RMAN LEVAR. Good norning. W're
here for Public Service Conm ssion Docket 16-035-36
in the Matter of the Application of Rocky Muntain
Power to inplenent prograns authorized by the
Sust ai nabl e Transportation and Energy Plan Act.

This is the hearing on Phase One of this docket and
as noticed in the schedule. Wy don't we start with
appearances. For the Uility?

MR. SCLANDER: Thank you, Chairnman
Levar. Dani el Sol ander, representing Rocky Muntain
Power. | have with ne at counsel table Steve
McDougal , who w Il be one of the Conpany's w tnesses
t oday.

MR, JETTER. Good norning. |I'm
Justin Jetter, and |'m here representing the Utah
Division of Public Utilities today. Wth ne at
counsel table is Division witness Bob Davis, and the
Division also intends to call David Thonmson as an
addi ti onal wi tness today.

MR. OLSEN: Rex O sen on behal f of
the O fice of Consunmer Services. And at the table
with nme is Bela Vastag, and we will also be calling
Danny Martinez and Cheryl Miurray as well.

CHAl RVAN LEVAR: Ckay. Thank you.
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1 Ms. Hayes? rage
2 MS. HAYES: Good norning. Sophie

3 Hayes on behal f of Utah C ean Energy, and we wll be
4 calling Ms. Sarah Wight as our w tness.

5 CHAI RMAN LEVAR:  Thank you.

6 M5. GARDNER.  Good norning. Jennifer
7 Gardner representing Western Resource Advocates, and
8 we w Il be calling Kenneth WIlson as our w tness.

9 CHAI RMAN LEVAR:  Thank you. That
10 appears to be all the appearances we have this
11 norni ng. Does anyone have any prelimnary matters
12 before we nove on with the Utilities presentation?
13 M. Sol ander?

14 MR, SOLANDER: | just have a

15 question. W filed with the application several

16 exhibits that aren't necessarily part of the Phase
17 One proceeding, so | don't knowif it's cleaner to
18 enter the application and all of the exhibits into
19 the record or if you would Iike nme to, as we go
20 through, nove the exhibits that correspond to the
21 I ndi vi dual w tnesses' testinony today.
22 CHAI RMAN LEVAR.  That m ght be the
23 cl eanest way to go because | ook around the room and
24 see if any other party wants to weigh in on the
25 I ssue. |'mnot seeing that anybody has any
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Page
preference, but since we have sone testinony that is

not relevant to today's hearing, it mght be cl eaner
just to introduce themas the w tnesses present
them Any other prelimnary matters? Ckay.

M. Sol ander.

MR, SOLANDER: Rocky Mbuntai n Power
would like to call lan Andrews as its first w tness
I n support of the Clean Coal Research Projects.

I AN ANDREWS,
havi ng been first duly sworn to tell the truth, was
exam ned and testified as foll ows:
EXAM NATI ON
BY MR SOLANDER:
Q Good norning, M. Andrews.
A Good nor ni ng.
Q Coul d you pl ease state and spell your nane
for the record.
A My nane is lan Andrews. 1|-a-n
A-n-d-r-e-ws.
Q And by whom are you enpl oyed?
A Rocky Mountain Power. |'mthe director of
resour ce devel opnent.
Q And as the directer of resource
devel opnent, did you prepare and file in this

proceedi ng direct testinony and Exhibit B to the

6
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Page 7/
Conpany's application which it titled The C ean Coa
Pr ogr anf?
A | did.

MR, SOLANDER: At this tinme, |I'd nove
that the prefiled testinony of M. Andrews and
Exhibit B to the Conpany's application be noved into
t he record.

CHAI RVAN LEVAR: |1'Il| ask anyone who
has an objection to that notion to indicate to ne.
"' m not seeing any, so that notion is granted.

MR. SOLANDER: And |'d al so nove the
entry of the application into the record as well.

CHAI RMAN LEVAR  1'Ill ask if anyone
has any opposition to that, and |I'm not seeing any
so that notion will be granted al so.

BY MR SOLANDER:
Q After you filed the testinony in this
proceedi ng, did you have to opportunity to

participate in technical conferences with the

parties?
A W did. W had a technical conference on
Oct ober 18 on the two topics we'll discuss today.

Q And at the end of that technica
conference, did you believe that there were any

out st andi ng questions fromthe parties that have yet
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1 to be answered? rage
2 A | believe we answered all the questions
3 t hat were asked.

4 Q And have you prepared a summary of your

5 testinony that you would like to share with the

6 Conmi ssi on?

7 A | have.

8 Q Pl ease, proceed.

9 A | apol ogi ze for reading this, but | don't
10 want to miss any points. So pursuant to our STEP
11 | egi sl ation, the Conpany is requesting approval to
12 apply $5 mllion in STEP funding over a five-year
13 period to investigate, analyze and research clean
14 coal technol ogy.

15 As defined in the |legislation, clean coal
16 technol ogy neans a technol ogy that nmay be

17 researched, devel oped, or used for reducing

18 em ssions or the rate of em ssions froma thernal
19 el ectric generating plant that uses coal as a fuel
20 source. To neet that objective, the Conpany

21 proposes to allocate these funds across a nunber of
22 projects that focus on the capture, reduction, and
23 sequestration of carbon dioxide and the reduction of
24 ni trogen oxi des, also known as NOX.

25 Funding will go toward these specific
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1 projects that will be performed or assisted by Lkiﬁ?e °
2 uni versities, Utah technology firnms that process

3 woody waste and CO2 capture technol ogi es that may

4 result in |l ower capture costs in conparison to

5 traditional nethods.

6 The sel ected projects are intended to neet
7 mul ti ple objectives. And these are the four

8 obj ectives: To denonstrate projects that result in
9 measur abl e em ssion reductions; to invest in
10 prom sing technol ogi es and applications that may
11 advance technol ogi es when fully devel oped and
12 applied at utility scale that will allow for coal
13 for our generating resources to operate with reduced
14 carbon di oxi de em ssions; provide funding and
15 opportunities for industry targeted areas of
16 research that can be performed by Utah's
17 universities; and to pronote Utah's clean energy
18 t echnol ogi es.
19 W have seven projects that are proposed
20 under the C ean Coal Research Program The two that
21 "Il discuss today -- which were the Phase One
22 projects that we submtted on our Cctober 18
23 neeting -- are the application of a neural network
24 control systemat Huntington Unit 2 for the
25 reduction of NOx and the inplenentation of a utility
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scal e denonstration of an alternative for decreasing

NOx emi ssions without the use of Selective Catal ytic
Reduction System also known as an SCR. Both of
these projects were presented at our technical
conference on Cctober 18th.

The first project 1'd |like to discuss
briefly is approximately a $1 million project that
woul d be applied over the five-year period, and that
is for an advanced neural network control system at
Huntington Unit 2. For this project, it is proposed
to install a neural network optim zation contro
systemon that unit with the objective of targeting
NOx reductions followed by a reduction in other
em ssi ons associated with conbustion. Subsequent to
this effort will be an additional objective to
bal ance those reductions with unit efficiency
I nprovenents. Along with conbustion optim zati on,
there are other plant processes that may benefit
froma neural network optim zation system For this
project, the University of Uah will partner with
Rocky Mountain Power and the software provider to
install, denonstrate, and fundanentally research
artificial intelligence technology to inprove
em ssions fromthis unit. |f successful, this would

be applicable to simlar boilers at the Hunter and
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Hunti ngton pl ants.

The second project that we're proposing is
approximately a $1.4 million project for utility
scal e denonstration of alternative NOX em ssion
control technologies. This particular clean coal
research project is proposed to performone or nore
slipstreamor full-scale denonstration tests of one
or nore NOx em ssion control technol ogies at the
Huntington plant. The objective of this test
programw || be to determine if there are one or
nore energi ng NOx control technol ogies, either on a
st andal one or conbi ned basis, that could achi eve NOX
em ssion rates simlar to those expected wth an SCR
system and at |ower cost. The STEP C ean Coa
research nonies would be used to fund all or a
portion of these NOx em ssion denonstrations.

In order to identify which technol ogi es
will be tested, a request for proposal process wl|
be conducted in cal endar year 2017. Criteria that
will be used for the technologies wll include: An
assessnent of whether the technol ogy can be
installed at full-scale; previous operational
experience; permtting inpacts; econom cs; an
assessnent of the long-termreliability of the

technol ogy; and the ability of the underlying
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t echnol ogy conpany to provide conmercially viable

performance warranties or guarantees. Prior to the
di stribution of the RFP, a request for information
woul d be issued to determne levels of interest,
identify technol ogy consolidation or partnering
conpani es, and prepare a short |ist of potential
technol ogy providers for the RFP.

So that summarizes the two projects we

have in m nd.

Q Does that concl ude your testinony?
A It does.
Q Thank you. M. Andrews is available for

questions fromthe Comm ssion or the other parties.
CHAI RVAN LEVAR:  Thank you.
M. Jetter?
MR. JETTER. No questions for the
Di vision. Thank you.
CHAl RVAN LEVAR: M. d sen?
MR. CLSEN: No questions fromthe
Ofice.
CHAl RVAN LEVAR: Ms. Hayes?
M5. HAYES: No questions. Thank you.
CHAI RMAN LEVAR:  Thank you.
Ms. Gardner?
M5. GARDNER: No questi ons.
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CHAI RVAN LEVAR:  Conmi ssi oner \Wite,

do you have any questions?

COW SSI ONER VHI TE: | don't now, but
are we going to have an opportunity for potential --
I mean, | guess part of the question with respect to
sonme of the clean coal technol ogy OMAG costs, | just
want to nmake sure that we have the right or the
ability if necessary to cone back to --

CHAI RMAN LEVAR: |s there any
obj ection to keeping the witnesses in the room
t hroughout the hearing if there's any need for
further questions?

MR, SOLANDER: Absolutely not. Thank
you.

CHAI RMAN LEVAR. (Ckay. So do you
have any questions at this point?

COMM SSI ONER WHI TE:  No, | don't.
Thanks.

CHAl RVAN LEVAR  Conmmi ssioner C ark?

COMM SSI ONER CLARK:  No questi ons.

CHAI RVMAN LEVAR: | don't either.
Thank you, M. Andrews. And if we have questions
later, we'll ask you to return. M. Sol ander?

MR. SOLANDER: Thank you. Rocky

Mount ai n Power would call M. Douglas Marx in

Litigation Services | 800-330-1112
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1 support of the Utah Battery and Sol ar Project.

2 DOUGLAS NMARX,

3 havi ng been first duly sworn to tell the truth, was
4 exam ned and testified as foll ows:

5 EXAM NATI ON

6 BY MR SOLANDER:

7 Q Good norni ng.

8 A How are you doi ng?

9 Q Wel |, thank you. Could you please state
10 your nane and spell it for the record.
11 A Dougl as Marx. D-o-u-g-l-a-s and Ma-r-X.
12 Q And by whom are you enpl oyed and in what
13 capacity?
14 A "' menpl oyed by Rocky Mountain Power. [|'m
15 the director of engineering standards and techni cal
16  services.
17 Q And as the director of engineering
18 standards and technical services, did you prepare a
19 testinony and a confidential Exhibit D that were
20 filed in this docket?
21 A | did.
22 Q Do you have any corrections or additions
23 to your testinony or the exhibit at this tine?
24 A | do not.
25 MR. SOLANDER: 1'd like to nove the

Litigation Services | 800-330-1112
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adm ssion of M. Marx's testinony and confidenti al

Exhibit D, which was | abel ed as Sol ar and Energy
St or age Program

CHAI RVAN LEVAR: 1"l ask any party
that objects to that to indicate to ne. |'m not
seeing any so that notion is granted.
BY MR SOLANDER:

Q Thank you. And, M. Marx, did you have
the opportunity to prepare a summary of your
testinony that you'd like to share with the
Conmm ssi on today?

A. | did, yes.

Q Pl ease proceed.

A Pursuant to the STEP | egislation, the
Conpany is requesting authorization to use $5.5
mllion of the STEP funding to install a stationary
battery system to be installed on the 12.5 kil ovolt
di stribution circuits connected to a Conpany-owned
substation in Uah. |In addition, the conpany
proposes to utilize an additional $1.95 million from
Bl ue Sky community funds to install a |arge-scale,
conpany-owned sol ar project in conjunction with the
battery installation. The battery storage and sol ar
technol ogy is expected to defer or elimnate the

need for traditional capital investnents and wl |

Litigation Services | 800-330-1112
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. . . . Page 16
reduce the | oading on the distribution power

transfornmer, inprove voltage conditions, and
mtigate costs associated with connection on the 69
kilovolt bus at the substation.

The programw || provide a nunber of
benefits to the Conpany's custoners, particularly
those in the imedi ate area of the project. The
benefits include: (1) Reducing |oad on the
di stribution power transforner at the substation,
ensuring the voltage in the area does not drop bel ow
ANSI standards; (2) providing high-speed reactive
power support to ensure load rejection in the area
does not inpact voltage levels; (3) deferring the
need for traditional capital investnment in the form
of poles and wires; (4) enabling the Conpany to
obtain firsthand operational experience with contro
al gorithnms and efficiency | evels associated with
energy storage and in conbination with sol ar;

(5) enabling the Conpany to becone famliar with and
utilize innovative technol ogies to provide custoners
with solutions to power quality issues; and |ast,
provi ding an opportunity for the Conpany to neet
requests fromits Blue Sky custoners for physical
"steel in the ground" renewable facilities in the

form of solar generation. The Conpany anticipates
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that it will inplenent simlar projects in the

future, and its experience with battery storage and
solar will continue to provide dividends by giving
t he Conpany experience with and the opportunity to
I npl ement future projects nore efficiently.

There are no limtations or risks to the
applicability or technol ogical feasibility of the
battery/solar solution for this project. This is a
solution that continues to mature and has been
proven in many installations across the country.

Due to the | ack of operational data avail able at the
time of the project proposal, the only uncertainty
with this solution is the total nunber of operations
that will be required of the battery on an annual
basi s.

Since the initial study, Rocky Muntain
Power has conpleted the installation of appropriate
netering at the substation, and continuous data w ||
soon be available. Wile only limted data is
avail able for 2016, full data will becone avail abl e
during 2017 and beyond, prior to the installation of
the battery. The new netering will provide all of
the required data for proper determ nation of the
battery operational netrics.

The Conpany consistently inplenments
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reliability and power quality enhancenents on its

transm ssion and distribution systens to mtigate
operati onal and performance problens. Recogni zing

t hat energy storage and renewable energy wll be
maj or contributors to grid nodernization, the
Conpany has identified a logical location to pilot a
range of technol ogies -- battery storage and sol ar,
metering, et cetera. This project enables us to
correct a voltage issue for our custoners in the
area using an innovative technology in |ieu of
traditional infrastructure and concurrently provides
a platformto objectively study and enhance the
operational performance of a technology that wll
begin to perneate the system as nore renewabl e and
di stri buted generation systens are connected to the
grid now and in the future.

Q Thank you. Can you explain what the
primary goal of voltage correction neasures are?

A The primary application is to ensure that
the voltage | evels delivered to our end-use
custonmers fall wthin the ANSI standards and contro
standards. |It's the end-use custoner where our
focus is. The voltage will change on the system
but we are trying to ensure that the end-use

custonmer gets a good quality voltage.
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_ Page 19
Q And what woul d happen if the Conpany made

engi neering deci sions on how to achi eve that and
ot her engi neering and system bal anci ng deci si ons
based on how the costs woul d be all ocated?

A When we design systens, we do it to
optim ze the performance of the system If we did
It based on economc allocations, it would | ead us
to a less -- a suboptimal -- condition in our design
of our systens. For exanple, let's take a voltage
problemand do it in the state of Idaho. 1In the
state of |daho, our allocation on transm ssion
|l evels is around 6 percent. So if | have a voltage
problem | can choose to do a capacitor correction
or regulation at either the distribution |evel or
the transmssion level. So if | do it at the

di stribution | evel, paying a 600K bar cap bank on a

pole is relatively inexpensive. | take it, | bring
that up to the distribution level -- a larger
capacitor -- do it on the 12 KUB bus -- it's not
much nore expensive than doing a pole -- but once |

nmove that to the transm ssion side of the bus stil
within the sane perineter of the fence line, 1've
just increased nmy cost by about three tines in that
I nstallation.

So what you look at is, if | did it based
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1 on allocations and used a 6 percent allocation, in

2 | daho |1'd probably spend noney on the high side bus,
3 because |'ve got 15 tinmes nore noney to spend than |
4 do on the I ow side bus. But what that does is it

5 I npacts ny capital budgets. W've got alimted

6 capital area and it, thus, is going to push the

7 rates up for all the custoners across all of our

8 service territories in all states we serve. So when
9 we design, we look for conditions that econom cally
10 drive good engi neering decisions, not |ooking at how
11 the allocation drives those engi neering deci sions.
12 MR, SOLANDER: Thank you. That
13 concludes ny questions for M. Marx. He's avail able
14 for questions fromthe Conmm ssion and the parti es.
15 CHAl RVMAN LEVAR  Thank you. M.

16 Jetter?

17 MR JETTER. No questi ons.

18 CHAl RVAN LEVAR  Thank you. M.

19 A sen?
20 EXAM NATI ON
21 BY MR OLSEN:
22 Q | guess I'd like to just follow up on what
23 | understood the |ast statenent you nmade. You said
24 that there are econom c considerations that would
25 drive these -- any of these decisions, which makes
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sense, but that those econom c decisions are not in

some way tied to the interjurisdictional allocation.

Is that --
A That's correct.
MR OLSEN. That's all. Thank you.
CHAI RVAN LEVAR:  Thank you.
Ms. Hayes?
M5. HAYES: No questions, thanks.
CHAI RMAN LEVAR:  Thank you. M.
Gar dner ?
M5. GARDNER: No questions. Thank
you.

CHAl RMAN LEVAR:  Conmm ssi oner d ark,
do you have anything at this point?

COW SSI ONER CLARK:  No questi ons.

CHAl RVAN LEVAR  Conmi ssi oner \Wite?

COW SSI ONER WHI TE:  The di scussi on
about, you know, allocation, one particular question
| had is what is a precise issue driving the need
for this voltage support? And let ne tell you what
kind of pronpted this question. It was actually
fromM. MDougal's rebuttal testinony where he
tal ks about the m ssed opportunity to investigate
the inpact of distributed energy resources on U ah

custoners. Help ne understand what is actually
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1 driving the need for this voltage support on thiZ?ge °
2 circuit.
3 THE WTNESS: There's three prinmary
4 factors that drive voltage problens. It's the
5 I npedance of the system-- and that's nmultiplied by
6 the length of the line -- and the primary thing is
7 the current flow on the conductors. So what you
8 have is a load condition -- got to be careful;
9 don't want to name the substation. So at the
10 substation, | have a voltage condition that | need
11 to correct because of the |oad out on the
12 di stribution network. So two ways | can correct
13 that voltage; one is to change ny conductors,
14 increase themin size to | ower the inpedance. The
15 other one is to reduce the |load. So when you | ook
16 at the peak levels, they only happen for short
17 periods of time during the year, even though we
18 build our systemto handl e those, because we don't
19 know when that is going to occur. Wth this
20 technology, we can take in a very flexible, dynamc
21 design to just answer the question of when those
22 peaks occur.
23 When you i ncrease your conductors,
24 you do this based on sone forecasts of expected | oad
25 growh. So you hear the question, well, let's |ook
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1 at the economi cs of increasing that |line because‘Page e
2 that line will last for fifty years. WlIl, you know
3 what? The wire in there will probably last for a

4 hundred years, but it depends on the | oad growth of
5 when | m ght have to re-conductor that. So when

6 this area, if we get sone unexpected | oad growth, |
7 may be back re-conductoring that sooner than | would
8 have if | use a scal able, short-termtechnol ogy that
9 | can rapidly inplenment wthout significant changes.
10 So the big driver here is the |oad at
11 the distribution |evel for short periods of tine
12 during the year is creating voltage probl ens back
13 into the systemof the distribution |evel, power
14 transformer, even on the transmssion; it's a ripple
15 effect. So do | increase ny conductors or do |
16 reduce nmy load? So we're seeing here that there's a
17 technol ogy we can do at a lower initial cost to hit
18 that for short periods of tine in the year. |It's
19 scal abl e, and we can do that nore increnentally over
20 time as |l oad grows or doesn't appear, depending on
21 how good our crystal balls are at the tinme we neke
22 the installation. Does that hel p?
23 COW SSI ONER WHI TE:  That hel ps.
24 Thank you.
25 COMM SSI ONER CLARK:  Can | ask a
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foll owup question or two? Recognizing that you

don't have a crystal ball, but that you have sone
history with the requirenents of the particul ar

di stribution system-- or part of your distribution
system -- how often do you expect to call on the
power that's stored, and for how long would it be
call ed on when you need it? Just your general sense
of what your expectations m ght be.

THE WTNESS: In this area, there's
two tinmes during the year where we see it: 1In the
dead of winter when we have a | ot of heating | oad
and in the mddle of sumrer when we have a | ot of
cooling load. And it's going to be for typically
anywhere froman hour to four hours per day, for
generally 30 to 45 days in each period, dependi ng on
| ocal climate conditions at the tine we need it.

So wth this project, also, what
we're looking at is by building the solar next to
the battery, we can actually control this to say,
okay, what happens in these different "what if"
scenarios? \Wat happens if | get to a point where
|'"ve got nore generation in a small area than | do
have actual |oad? AmI| able to take that, store it
and release it at another tinme? So we can do a | ot

of "what if" scenarios with this technol ogy by
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havi ng control of the two. So as tine goes on an

the load grows, it will change. It could becone
nore or less until such tine that we do have
significant growh that may require other
technol ogi es to solve those issues.

COMM SSI ONER CLARK:  And gi ven the
solar profile of this area, you expect that in the
wi nter the systemwoul d operate sufficiently or, in
ot her words, there would be enough regeneration of
the batteries to satisfy the needs of --

THE WTNESS: In the winter
condition, it actually works out really good. The
concern of the initial -- we did a fairly small
solar installation, so we may have to augnent sone
of that battery charging at night with other
resources. But, like | said, we did this -- we
basically put nmetering up for a very short period of
time to give us the granular data so we can make
sonme assunptions to see would this technol ogy work
or not. So as the new netering goes in and we start
to see that coming in, we can refine that a little
bit tighter. But |I think we're going to be okay
with just what we've got for the solar and the
install battery that it can take care of that

charging for that. So that | ocal generation wl]l
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1 get released right back into the i medi ate area..Page “°
2 There is not enough sol ar generation there to

3 perneate back into ny systemat all. It wll get

4 consuned there by the local lIoad in one way or the

5 other. W're just going to try to shift the peak

6 fromthe mddle of the day generation to the evening
7 when the | oad does occur.

8 COW SSI ONER CLARK:  Thank you. That
9 concl udes ny questi ons.
10 CHAl RVAN LEVAR:  Anyt hing el se for
11 this wi tness?
12 MR, JETTER. No, thank you.
13 CHAIl RVAN LEVAR: M. Sol ander?
14 MR, SOLANDER: Thank you. Rocky
15 Mount ai n Power would like to call Janes Canpbel |l as
16 Its third w tness.
17 JAMES CAMPBELL,
18 havi ng been first duly sworn to tell the truth, was
19 exam ned and testified as foll ows:
20 EXAM NATI ON
21 BY MR SOLANDER:
22 Q Good norning, M. Canpbell.
23 A Good norni ng.
24 Q Coul d you pl ease state and spell your nane
25 for the record?
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Q And what is your current position with
Rocky Mount ai n Power ?

A I"mthe legislative policy adviser.

Q And as part of your duties as a
| egi sl ative policy adviser, did you prepare
testinony and Exhibit E to the application, which is
entitled Gadsby Em ssions Curtail nent Progranf

A | did.

Q Do you have any additions or corrections
to that testinony that you would |like to nake at
this tinme?

A | do not.

Q And did you prepare a summary of your
testinony that you'd like to share with the
Conmi ssi on?

A | did.

Q Pl ease proceed.

A Thank you. Pursuant to Senate Bill 115,

t he Conpany is requesting approval for up to

$500, 000 in STEP funding over a five-year period to
cover the economc loss of curtailing the operation
of Gadsby Power Plant, units 1 through 3, during
periods of winter air quality events as defined by

the Utah Division of Air Quality.
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The Gadsby Power Plant is located in the

Salt Lake PM2.5 Non-attai nnent area. The power
plant will be curtailed after a m ni num of 48-hour
notification fromthe Division O Air Quality of an
i npending air quality event. An air quality event
I's defined as when the Salt Lake non-attai nment
areas' anbient air conditions are predicted by DEQ
to be 25 mcrograns per cubic neter for PM.5.
Gadsby units 1 through 3 typically do not
operate in the winter. However, in the last five
years, units 1 through 3 have been dispatched in the
wi nter, including during periods of extrenely high
anbi ent pollution. Since the units are only
di spat ched when they are economc to operate, there
IS econonmic inpact to not operate. The Conpany
proposes using a market proxy to determne the
repl acenent of power costs for not operating. The
Conpany proposes using the Four Corners market hub
as the proxy, or if the Conm ssion chooses, narket
pricing at either the Palo Verde or Md-C market.
If the nethod of calculating the replacenent power
I's not approved as part of the Gadsby Curtail nment
Program then the potential unrecoverable costs
woul d be an unacceptable risk for the Conpany and

woul d li kely not proceed with inplenenting the
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1 program
2 The Conpany proposes budgeting a total of
3 $500, 000 for the Gadsby Curtail nent Program and
4 once the budget is exhausted, the programw || end.
5 If Gadsby is not scheduled to operate during an air
6 quality event, then no action is taken and there is
7 no econom c | oss and no replacenent costs will be
8 requested. Since Gadsby does not always dispatch in
9 the winter and air quality events |l ast roughly three
10 weeks a year, it is believed that $500,000 is a
11 sufficient budget to cover the cost of the Gadsbhy
12 Curtail ment Program
13 Q Does that concl ude your summary?
14 A It does.
15 MR. SOLANDER | nove the adm ssion
16 of M. Canpbell's direct testinony and Exhibit E to
17 the application at this tine.
18 CHAI RVAN LEVAR:  Thank you. |'Il ask
19 anyone who objects to that to indicate to ne. |I'm
20 not seeing any, so that notion is granted.
21 MR, SOLANDER: Thank you. M.
22 Canpbel | is available for questions to the parties
23 and the Conmm ssi on.
24 CHAI RVAN LEVAR:  Thank you.
25 M. Jetter?

Litigation Services | 800-330-1112

www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG PROCEEDI NGS, DOCKET NO. 16-035-36 - 11/ 30/ 2016

© 00 N o o b~ w N P

N D N D DM DN P P P PP P PP
gag A W N B O © 00 N O 0o b~ w N+ O

_ Page 30
MR JETTER No questi ons.

CHAI RVAN LEVAR:  Thank you. M.
d sen?

MR. CLSEN: No questions fromthe
O fice. Thank you.

CHAl RVAN LEVAR: Ms. Hayes?

M5. HAYES: No questi ons.

CHAIl RVAN LEVAR: Ms. Gardner?

M5. GARDNER: No questi ons.

CHAl RVAN LEVAR:  Conm ssi oner Wi te?

COW SSIONER WHI TE:  |Is there any
reason or preference between the three; the Four
Corners, the Palo Verde, or the Md-C? Wat was, |
guess, the rationale for choosing one or the other?

THE WTNESS: M. MDougal addressed
this issue in his rebuttal testinony. |Is it okay if
| refer to himin that?

COW SSI ONER WVHI TE:  That's fine.
That's all | have.

CHAI RVAN LEVAR:  Conmm ssi oner O ark?

COMM SSI ONER CLARK:  No questi ons.

CHAI RVAN LEVAR: | don't have any.
Thank you, M. Canpbell.

MR. SOLANDER: Rocky Mount ai n Power

would like to call M. Steven McDougal as its final
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1 W t ness today.

2 STEVEN MCDOUGAL,

3 havi ng been first duly sworn to tell the truth, was

4 exam ned and testified as foll ows:

5 EXAM NATI ON

6 BY MR SOLANDER:

7 Q Good norning, M. MDougal.

8 A Good nor ni ng.

9 Q Wul d you pl ease state and spell your nane

10 for the record?

11 A Yes. M nane is Steven MDougal,

12 S-t-e-v-e-n Mc-d-o-u-g-a-1.

13 Q And what is your current position with

14 Rocky Mount ai n Power ?

15 A I"'mcurrently enployed as the director of

16 revenue requirenent.

17 Q And as the director of revenue

18 requi renment, did you prepare and cause to be filed

19 in this docket supplenental and rebuttal testinony,

20 as well as Attachnent 1 to the Conpany's

21 application, which is the proposed tariff sheets?

22 A Yes.

23 Q And does your rebuttal testinony contain

24 seven exhibits; is that correct?

25 A | believe so. Let ne |ook real quick.
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2 Q Do you have any additions or corrections

3 to your testinmony or the exhibits attached thereto

4 at this tinme?

5 A No, | do not.

6 MR, SOLANDER: Thank you. 1|'d nove

7 the adm ssion of Attachnment 1 to the Conpany's

8 application, RVP supplenent testinony filed by Steve
9 McDougal , and RWVP rebuttal testinony of Steven
10 McDougal and the exhibits thereto at this tine.
11 CHAl RVAN LEVAR:  Thank you. 1'Il1l ask
12 any party who objects to indicate. |'mnot seeing
13 any, so that notion is granted.
14 BY MR SOLANDER:
15 Q Thank you. Have you prepared a sunmary of
16 bot h your supplenental and rebuttal testinony that
17 you' d li ke to share today?
18 A Yes, | have. Before we get started, | was
19 thinking I had one exhibit on ny direct testinony
20 also. | attached the Utah STEP Pil ot Program
21 instructions, which | believe was an exhibit. Just
22 when you noved for adm ssion --
23 MR, SOLANDER: Thank you for that
24 clarification. |1'd also nove the adm ssion that |
25 did not have it tabbed as a separate exhibit.
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CHAI RMAN LEVAR:  Any objection from

anyone? |'mnot seeing any. That notion is
gr ant ed.
MR, SOLANDER: Thank you.

A As nentioned, | filed both suppl enental
and rebuttal testinmony in this proceeding. |'Il
provide a brief sunmary of both filings.

In ny supplenental testinony, | basically
cover three itenms. First, | cover the proposed
changes in accounting for the Uah Demand Site
Managenent, or DSM prograns. Basically, effective
January 1st, 2017, PacifiCorp will begin to defer
the nonthly DSM expenditures. Each nonthly deferral
will carry a ten-year anortization period. The
di fference between the DSM expenditures and the
anortization expenses related to the deferred DSM
expenditures will create a regulatory asset. That's
very simlar, alnost identical, to how we do al
ot her capital assets.

The second item | discuss is the
accounting related to the new pl ant accel erated
depreci ation fund, which is, that the difference
bet ween the custoner collections fromthe surcharge
attributable to DSM prograns and the nonthly

anortization expense fromthe nonthly deferred DSM
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expenditures will create a plant accel erated

depreciation fund for a regulatory liability that
may be used to depreciate thermal generation plants
as described in ny testinony.

Consistent wth the legislation, the
Conmmi ssion needs to determ ne that the accel erated
depreciation is in the public interest. Therefore,
the Conmpany will nmake a filing with the Comm ssion
requesting the use of the funds and response to
environnmental regulation or for another purpose the
Conpany believes is in the public interest. The
final authorization to use the funds will cone from
t he Commi ssi on.

Third, | discuss the Conpany's proposed
STEP accounting and reporting, which | then
clarified in nmy rebuttal testinony. In ny rebuttal
testinony, | discussed various issues raised by the
DPU, the Ofice, and the Uah C ean Energy. M
testinony includes a background on the Conpany
deci sion to propose the Sol ar and Energy Storage
Program as part of STEP. As nentioned by
M. Douglas Marx, the Conpany projects that by 2019
the distribution load in the designated area w ||
reach a point that will cause nom nal voltage on the

transmssion lines serving the area of this project
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1 to drop bel ow the required i ndustry standards. T??e >
2 eval uating solutions to this problem the Conpany

3 consi dered both transm ssion and distribution fixes.
4 The Conpany anal yzes all of these investnent option
5 deci si ons based on total Conpany results.

6 Sone parties proposed and nentioned

7 | ooking at the U ah allocated portions. But by

8 | ooking at the U ah allocated costs as di scussed by
9 the parties, only a portion of the transm ssion
10 costs would be included in the analysis, creating an
11 I ncorrect investnent conparison that could lead to
12 subopti mal decisions for the Conpany and its
13 custonmers. The Conpany agrees that the benefits of
14 the Sol ar and Energy Storage Program shoul d be
15 passed to U ah custonmers through the EBA. This w ||
16 be done simlar to the treatnent of the Black Cap
17 Solar Programin Oregon, such that Utah will be
18 credited for the market value of the solar
19 production as described in ny testinony. No other
20 adj ustnents, other than those descri bed above, are
21 needed to give Uah the benefit of the Solar and
22 Energy Storage Program
23 The second item | discussed was Bl ue Sky
24 funding. The Conpany believes the use of Bl ue Sky
25 fundi ng shoul d be approved and is consistent with
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the purpose of the Blue Sky Program The energy

generated by the solar installation should benefit
all Utah custoners and not just select comunity
organi zations. The admnistrative costs to create a
grant programthat applies credits to custonmer bills
woul d requi re additional funding, including the
creation of a newrate schedule, billing system
nodi fi cati ons, and ongoi ng program nmanagenent, none
of which were contenplated or requested in the
Conpany' s application.

Third, | discuss the Gadsby Em ssions
Curtail ment Program | describe the Conpany's
proposed accounting and neasurenent of the costs
associ ated wth the Gadsby Em ssions Curtail nent
Program The Conpany's proposal provides a
reasonabl e, quantifiable, and transparent approach
to determ ning the replacenent power costs for the
Gadsby Emission Curtailment Program This is also
consistent with the approach used for Utah's benefit
related to the Solar and Energy Storage Program

Fourth, | provided tariff sheet
nodi fications. And the last item | provided
additional details on the Conpany's proposed STEP
accounting and reporting plan.

BY MR, SOLANDER:
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Q And did you have a final request and

recommendat i on?

A Yes. As supported by the Conpany's
application in this docket, the testinony of the
Conpany w tnesses acconpanyi ng the application and
in ny testinony, the Conpany recommends that the
Commi ssion find as follows: (1) The Conpany has
properly eval uated the Sol ar Energy and Storage
Program (2) the Conpany proposed accounting
treatment will properly allocate to Utah custoners
the benefits of the Solar Energy and Storage Program
through the EBA; (3) it is appropriate to allow Bl ue
Sky funding for the solar portion of the Sol ar
Energy and Storage Program (4) it is not
appropriate or feasible to establish a grant program
to benefit community service organi zati ons based on
the kilowatt hours generated by the solar portion of
the Sol ar and Energy Storage Program (5) the
repl acenment power costs resulting from operation of
the Gadsby Em ssions Curtail nent Program shoul d be
cal cul ated using the Four Corners trading market;

(6) the various tariff sheets filed with ny
suppl enental testinony reflecting the nodifications
and needed corrections addressed by the parties are

approved; and (7) the Conpany-proposed reporting
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1 pl an provides all appropriate STEP reporting rage S8
2 I nf or mati on.

3 The Conpany further respectfully

4 recommends the Comm ssion approve all issues under

5 consideration in Phase 1 of this docket as outlined
6 in ny rebuttal testinony and the application and

7 testinony of other Conpany wi tnesses in this docket.
8 Q Does that conclude your summary?

9 A Yes, it does.
10 Q M. MDougal, does the Conpany support the
11 al ternative proposal put forth by Ms. Wight on
12 behal f of UCE for creating a creditor grant program
13 with the energy generated by the Solar and Battery
14 St or age Progr anf

15 A No, we do not.

16 Q And why not ?

17 A One, there isn't excess energy, as

18 menti oned by M. Marx. The energy will all be used
19 there locally. Two, as | nentioned in ny sumrary
20 and ny testinony, the solar programis going to
21 benefit all Utah custoners, not just select
22 custoners, and, therefore, we believe that the
23 benefit should flowto all Utah custoners through
24 the EBA by giving themthat nmarket benefit.
25 Q And ny final question, if the Conm ssion
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1 ordered that the cost of the Solar and Battery
2 Storage Programwere to be system all ocated, would
3 t he Conpany be nore or less likely in the future to
4 pursue distributed generation projects?
5 A Less likely, because what we woul d be
6 saying is that those kind of decisions should be
7 based upon allocations. And if you | ook at
8 al l ocations, the distributed generation are a
9 situs-type program and they're benefiting systens
10 that should be directly allocated to that state.
11 MR, SOLANDER: Thank you. That
12 concl udes ny questions for M. MDougal. He is
13 avai |l abl e for cross-exam nation or questions from
14  the Comm ssi on.
15 CHAI RVAN LEVAR:  Thank you.
16 M. Jetter?
17 EXAM NATI ON
18 BY MR JETTER
19 Q I've just got a few questions. Good
20 nor ni ng, M. MDougal .
21 A Good nor ni ng.
22 Q Just | ooking at page three of your
23 rebuttal testinony, you described the Sol ar
24 Ceneration Program Looking at |ine 64.
25 A Ckay.
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Q You had described it as a programto

"solve the voltage issue on the transm ssion system

caused by distribution load in the area." |s that
accurate?
A That is correct.

Q And is it fair to say that transm ssion
vol tage problens requiring re-conductoring or
upgrades are practically always caused by increased
demand on the distribution systenf

A Yes. | think that was descri bed by M.
Marx earlier.

Q kay. And you have said that the
I nvest nent deci sion should be nmade wi thout regard to
the all ocation nodel; you should be choosing the
| owest cost alternative; is that correct?

A That is correct.

Q And would it then be fair to expect the
simlar protections for Utah custoners to the extent
that transm ssion upgrades in other states m ght be
of fset by local projects simlar to this?

A ['"'mnot sure | conpletely understand the
question, so I'll try to answer. If | don't get it
right, correct me. But | think that all of your
deci si ons can be done both ways, and it's just I|ike,

you know, a DSM program can help to elimnate
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transm ssion 1 ssues and so can ot her itens. W\

treat those all simlar where they are
situs-all ocat ed.

Q And | guess ny question is, as a
representative | ooking out to sone extent for the
interests of Utah custoners, it would be fair then
for Uah custoners to expect the Conpany to make
simlar decisions in other states without regard to
al | ocati on?

A Correct. And that is what the Conpany
does. As | nentioned in ny testinony, we | ook at
t he deci si ons based upon a total Conpany view. W
don't say that, in M. Marx's exanple, a
transm ssi on upgrade in |Idaho where they only get
all ocated 6 percent, but if they could nove
43 percent to Utah, you don't want to make that
deci si on based upon how | daho has allocated the cost
and make Utah try to bear additional costs when they
make a subopti mal deci sion.

Li kew se, we expect that in all states, to
| ook at what's the best for the system [It's the
only way that a conbined systemis going to be
opti m zed.

Q I think it would al so be fair, probably,

in this specific instance to indicate that or to
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1 reach the conclusion that this particul ar proj ec?a%es "

2 going to cost Utah custoners nore than it would were

3 it systemallocated. That's accurate, isn't is?

4 A Yes, that is.

5 MR, JETTER Ckay. That's all of ny

6 questions. Thank you.

7 CHAI RMAN LEVAR:  Thank you.

8 M. dsen?

9 EXAM NATI ON

10 BY MR OLSEN:

11 Q Thank you. Good norning, M. MDougal.

12 A Good nor ni ng.

13 Q So based on what | understand is the

14 testinony that you have provided -- both you and

15 M. Marx -- these kinds of decisions regarding

16 di stribution solutions or -- well, | guess what you

17 guys are characterizing as transm ssion solutions --

18 are not newto the system Thousands of mles of

19 both distribution and transm ssion lines, so these

20 cone up nore than once, | guess.

21 A Yes.

22 Q So do you know or are you aware of whet her

23 or not you have a breakdown by regul atory

24  jurisdiction about how frequently -- if it's a

25 transm ssion, a circunstance here -- where it's a
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transm ssion-rel ated i ssue where you say it is
driven by distribution when the Conpany has el ected
to make a transm ssion decision as opposed to a

di stribution application as you' ve done here. Do
you have any sense of how frequently those two types
of decisions are nade?

A No, | don't. That would be -- you know,

t he engi neering group would | ook at what is the nost
opti mal decision, and | don't have any information
on that universe of decisions.

Q You have descri bed sone of the processes
that you went through here. Can you just help ne
understand with a little bit nore specificity the
factors that go into deciding whether or not you
make a distribution decision versus a transm ssion
deci si on?

A "Il give it at a high |evel, because the
detail ed decisions are not nade by ne; they're nade
by the engi neering group and the others who really
know t he system and know what the options are. But
what | do knowis they wll | ook at the range of
options that are avail abl e and choose the one that
fixes the problem and does so in the nobst economn ca
way possi bl e.

Q And just to -- thank you. Just to get --
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| want to nmake sure | understood sonething in your

summary testinony that you just provided -- you were
sayi ng that consideration of the systemall ocation
could lead to suboptimal decisions. |Is that what
your concern was?
A Yes.
Q But that's not necessarily the case, that
it would lead to a suboptiml decision?
A As a full system if everybody were to
| ook at allocations, it would, in ny opinion.
Because of the exanples of -- especially in the
small er states. If you can choose a deci sion
that -- ldaho is one of our smaller states close to
us -- if you can choose a decision that you only get
al l ocated 6 percent as opposed to a hundred percent,
| daho woul d naturally choose the 6 percent. And it
could lead to suboptimal decisions --
Q It could.
A -- if those opportunities arise, which, as
descri bed by M. Marx, there are those deci sions.
MR, OLSEN: Thank you. | have no
further questions.
CHAl RVAN LEVAR: Ms. Hayes?
M5. HAYES: No. Thank you.
CHAI RMAN LEVAR.  Ms. Gardner?
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1 M5. GARDNER. No. Thank you. rage 4o
2 CHAI RMAN LEVAR: Any redirect?

3 EXAM NATI ON

4 BY MR SOLANDER:

5 Q Just one, quickly. In that |ast exanple
6 as described by M. dsen, what woul d happen to

7 overall systemcosts if each state nmade the deci sion
8 to sub-optinmally assign or sub-optimally sol ve

9 probl ens by creating transm ssion instead of

10 distribution |evel investnents?

11 A. It would raise the overall costs, because
12 if the project was in Uah, Uah would only bear

13 43 percent, and 57 percent could get shifted to

14 other states. But if it's an overall nobre expensive
15 option for the system the sane thing would happen
16 in Oregon and Wom ng. They woul d nmake t hese

17 deci sions that m ght cost nore, and U ah woul d have
18 to bear 43 percent of those decisions fromthe

19 states of |Idaho and Oregon and Womni ng.

20 MR, SOLANDER: Thank you.

21 CHAI RVAN LEVAR:  Thank you. Was

22 there any re-cross, M. Jetter?

23 EXAM NATI ON

24 BY MR JETTER

25 Q Just briefly. Just in relation to that
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1 guestion, in this case, can you describe why it rage 4o
2 woul d be unfair to also expect Utah to -- if Uah is
3 payi ng a 100 percent of the costs of this, would it
4 be unreasonable for Uah to expect to retain
5 100 percent of the benefits if it's also situs
6 assi gned?
7 A That is correct. As it's described in ny
8 testinony and nmy summary, we are proposing to do
9 that through | ooking at the market value and putting
10 it into the EBA where we say here is the val ue of
11 this energy that's being produced and give that
12 val ue to U ah.
13 Q And so is it fair to summarize that as
14 nmeani ng that the value that you're looking at is
15 only the output of the solar facility and battery at
16 mar ket rates and not addi ng any additional val ue for
17 Utah custoners for deferring the expense of upgrade
18 to a facility?
19 A Correct.
20 MR, JETTER. Ckay. Thank you.
21 CHAI RVAN LEVAR:  Any ot her re-cross,
22 M. dsen?
23 MR. OLSEN: No. Thank you.
24 CHAl RVAN LEVAR: Ms. Hayes?
25 M5. HAYES: No. Thank you.
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Page 4/
CHAI RMVAN LEVAR: No ot her re-cross?

Ms. Gardner?

M5. GARDNER:  No.

CHAI RVAN LEVAR: Conmmi ssi oner Wi te,
any questions for M. MDougal ?

COMWM SSI ONER WHI TE:  Just a coupl e.
To this issue, in terns of allocation, putting aside
the initial question from an engi neering perspective
of how to address a probl em based upon | east cost,
et cetera, is there bearing or relationship between
a state-driven policy or statute that drives a
project? And does that have any -- is that part of
the equation all in terns of how a project is ever
al | ocat ed?

THE WTNESS: It's only an issue
with -- related to the 2017 protocol, it does talk
about state-specific initiatives should be situs
allocated to those states starting the initiatives.
And that was done within the 2017 protocol |argely
because of environnental or other restrictions or
ot her prograns that -- you know, as a general rule,
things and decisions within a state result in those
costs being borne by that state, not noved to
ot hers.

COW SSI ONER VWHI TE:  The fol | ow up

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



http://www.litigationservices.com

HEARI NG PROCEEDI NGS, DOCKET NO. 16-035-36 - 11/ 30/ 2016

Page 48

1 guestion, just the one | had for M. Marx earlier,
2 which is is there anything, you know, specific as to
3 the choice to use the Four Corners pricing hub for
4 pur poses of the replacenent power or -- it sounds

5 like fromthe testinony that the Conpany, the

6 di fference between the three -- was there sone

7 reason or rationale driving the decision to choose
8 Four Corners?

9 THE WTNESS: In talking with our
10 system di spatch and the people who run the system
11 they said that the market hub that nost closely
12 resenbl es nmarket prices in the state of Uah is Four
13 Corners. It's the closest proxy; it's the one

14 that's really used a lot for the balancing on this
15 side of the system

16 COW SSI ONER WHI TE: | have no

17 further questions. Thank you.

18 CHAI RVAN LEVAR:  Conm ssi oner O ark?
19 COW SSI ONER CLARK:  Thanks. It
20 seens to ne that one of issues in front of us is
21 that we have a relatively new techni cal approach to
22 an old problem the problembeing the load in the
23 given distribution area creating the need for
24 transm ssi on augnentation. So one question | have
25 Is, | guess, is that -- | nean, tell nme if you
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1 di sagree with that characterization but -- assun??%f "
2 it's roughly accurate, have you used this approach
3 at other locations in the PacifiCorp systen?

4 THE WTNESS: |'m not aware of any

5 time we have used this approach. This is nore of a
6 new approach that's avail able, that by starting it

7 we're going to gain nore information, we're going to
8 gai n experience on how this can benefit and, you

9 know, if everything works out as what we hope, this
10 Is sonething that could spread. But it's sonething
11 that we need to nake that initial decision to nove
12 forward. And let's, you know, try to prove out what
13 can be acconplished through this kind of a program
14 COMM SSI ONER CLARK:  And because of
15 the all ocati on consequences of this planning
16 deci sion versus an election to augnent the
17 transm ssion systemin sone way, | hear in the
18 questions that you have been asked the desire for
19 some kind of confirmation that the sane decision
20 rules will apply in other jurisdictions when you've
21 faced this sane kind of issue. Wat are your
22 feelings about that? Can you confirmfor us that
23 you will continue to be consistent in how you | ook
24 at deploying this technol ogi cal approach, assum ng
25 that it proves beneficial in this instance?
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THE W TNESS: Yes. You know, as

descri bed by M. Marx and others, we're going to

| ook at all of our decisions based upon what's nost
econom ¢ and what's best for the area. And if this
wor ks in other areas of the Conpany, we woul d
definitely propose it, if it works out and it's the
nost econom cal .

COW SSI ONER CLARK: I n your rebutta
testinony, at line 81, you use the phrase
"suboptimal system operating results and increased
overall costs.” So ny question is, is there an
operational elenment to this, too, that -- in other
words, what | think you would view as an i nproper
consi deration of the cost allocation consequences in
t he deci si on-maki ng process, would that drive
suboptimal -- not just increase costs or subopti nal
financial results -- but suboptinal operating
results? And | just want to understand what you
mean by that phrase.

THE WTNESS: By operating results,
" mtal king about our operating and nmai nt enance
expenses, or our expenses as far as how we operate
the system

COMM SSI ONER CLARK:  There woul dn't

be a reliability risk or sonme other kind of risk
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that would be also --

THE WTNESS: Not that |'m aware of.

COMM SSI ONER CLARK: -- part of this
equati on?

THE W TNESS: No.

COW SSI ONER CLARK:  Those are all ny
questions. Thank you.

CHAI RVAN LEVAR: | don't have any
further ones, so thank you, M. MDougal .

M. Sol ander ?

MR, SOLANDER.  That's concl udes Rocky
Mount ain Power's direct case. Thank you.

CHAI RMAN LEVAR:  Thank you.

M. Jetter?

MR, JETTER. Can | request maybe a
15-m nute recess?

CHAIl RVAN LEVAR:  Sure. W'l
reconvene at ten after. Thank you.

(A brief recess was taken.)

CHAI RMAN LEVAR: Ckay. We're back on
the record. And I'll just coment to Rocky Mbuntain
Power, in terns of followup questions fromthe
Conmm ssioners, we would like to ask M. MDougal to
remain around for the rest of the hearing, but I'm

not sure there's a need for the other Conpany
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1 Wi tnesses. If there's any interest in rel easi ngpage >
2 those witnesses rather than keeping themfor the

3 whol e hearing, we'll let that be your discretion.

4 And we'll go to M. Jetter.

5 MR, JETTER The Division -- |I'm

6 sorry, are we ready? The Division would like to

7 call and have sworn in M. Bob Davis.

8 ROBERT A. DAVI S,

9 havi ng been first duly sworn to tell the truth, was
10 exam ned and testified as foll ows:

11 EXAM NATI ON

12 BY MR JETTER:

13 Q Good norning, M. Davis.

14 A Good nor ni ng.

15 Q Wul d you pl ease state your nane and

16 occupation for the record?

17 A ["'ma utility analyst for the D vision of
18 Public Uilities.

19 Q Thank you. In the course of your

20 enpl oynent with the Division, and with respect to
21 matters that you have testified to so far in this
22 docket, did you create and cause to be filed with
23 t he Comm ssion DPU wi tness Robert A Davis direct
24 testinony filed on Novenber 9th, 2016, along with
25 rebuttal testinony filed on Novenber 23rd, 20167
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1 A Yes. rage 59
2 Q Do you have any edits or corrections you'd
3 like to nmake to this?

4 A | do not.

5 Q And if you were asked the sane questions

6 that are contained in those prefiled testinonies

7 today, woul d your answers be the sane?

8 A They woul d.

9 MR JETTER | nove at this tinme to
10 enter into the record direct and rebuttal testinony
11 from DPU w t ness Robert A Davis.

12 CHAI RMAN LEVAR: I f any parties

13 object to that, please indicate to ne. |'m not

14 seeing any, so the notion is granted.

15 BY MR JETTER:

16 Q Thank you. And, M. Davis, have you

17 prepared a brief statenent today?

18 A | have.

19 Q Pl ease go ahead.

20 A Good norning. The Division reviewed the
21 Conpany's application for inplenentation of the STEP
22 prograns and categories of prograns as contained in
23 t he Comm ssion's Phase One order in this docket.

24 The Conpany has presented i nformation about the

25 prograns to stakehol ders throughout several
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techni cal conferences and data requests.

After consideration of the proposed
prograns, including Phase One of the STEP program
the Division recommends that the Conpany be granted
approval of the followng: (1) Establishing a line
item charge on custoner bills for the funding of the
STEP program This category al so incl udes
establishing a regulatory liability account to
depreciate thermal generation plant; revising tariff
Schedul es 193 and 195; revising the U ah Sol ar
I ncentive Program (USI P) Schedule 107, which w |l
close the USIP programto new custoners at the end
of Decenber 2016; and approving inplenentation of
the Conpany's Electric Vehicle infrastructure
i ncentive program (2) approval of the Sol ar and
Storage Program (3) approval of the Gadsby Em ssion
Curtailment Program (4) approval of the C ean Coal
Technol ogy Program for NOx reduction using Neural
Net wor ks and Advanced Catal yti c Reduction (SCR)
applications.

The Division recommends that the Conpany
be required to report its progress and actual
expendi tures on these prograns throughout the pilot
at |l east annually through reports and/or technical

conferences so the D vision and ot her stakehol ders
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have the opportunity to review the STEP initiatives.

The Division recomends the approval of
this phase of the proceedi ng be subject to the
accounting treatnent and reporting requirenents as
outlined by the Conpany through discussions during
the technical conferences, other neetings with the
Conpany, testinony and exhibits. M. David Thonson
wi |l address the Division's review of the Phase One
accounting treatnent of the STEP program and revised
tariff sheets that are being recommended for
I npl enentation. Schedule 107 has been revised to
end the Uah Sol ar Incentive Program Decenber 31st,
2016. Tariff Sheet No. 107 has been revised to
renove the 2017 Program I ncentive Level and
Avai | abl e Capacity.

The Conpany is proposing to correct a
transm ssion voltage issue in Central Uah with a
stationary battery storage systemalong with a solar
facility funded entirely by Utah custoners through
the STEP program The battery and sol ar project
wi || provide valuable training to Conpany personnel
which will provide benefits to all custoners as
di stri buted energy resources increase on the system
The Division believes that Conpany personnel need to

gain as much understandi ng of distributed energy
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resources as possible. The Division's concern |ies

in the benefits spread to all the Conpany's
custonmers as a result of avoiding the transm ssion
system upgrades that woul d ot herwi se be all ocat ed
systemm de through the nulti-state protocol. By
using the STEP funds for this project, the Solar and
Storage Programis funded by Utah custoners al one.
The Division recommends that at a m ni nrum the

di rect cost savings of the project be retai ned by

Ut ah custoners. The Division proposes that the
benefits flow through the EBA at the market val ue of
the output to the grid. The Division is also
supportive of Utah Cl ean Energy's request that if
funding, in part or full, is used from Bl ue Sky
custonmers for the solar array, then the Bl ue Sky
Program shoul d recei ve those sane proportions of the
net benefits fromthe system provided the

adm ni strative costs do not outwei gh the benefits.
Usi ng the EBA as a nmechanismfor Uah custoners to
retain the benefits would be easier to adm nister.
Additionally, under the D vision's proposal, Blue
Sky custoners woul d get a benefit through the EBA
adj ust nent plus know ng Bl ue Sky funds were used for
a renewabl e project.

The Division is supportive of the Ofice
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1 of Consuner Services' treatnent of Operation,

2 Mai nt enance, Administrative and O her (OVAG

3 expenses relating to the STEP program The D vision
4 does not believe unknown or known OVAG expenses

5 shoul d be borne by custoners to support the pil ot
6 program out si de of those covered by the STEP

7 funding. The Division supports the Ofice's

8 recommendati on that OMAG expenses shoul d be

9 identified during the STEP pil ot program and
10 included in STEP funding. |f STEP OVAG expenses are
11 not included in STEP funding, then they should be
12 renmoved fromrates in the next general rate case.
13 In conclusion, the Division recommends
14 t hat the Comm ssion approve the prograns under
15 consideration in Phase One of this proceeding,
16 subject to the proposed reporting requirenents,
17 accounting treatnent, tariff sheet revisions, and
18 ot her concerns with the Sol ar and Storage program
19 and OMAG expense treatnment.
20 Q Thank you. ['d like to clarify a few
21 things. As witnesses fromthe Conpany testified
22 earlier today -- and I'd like to clarify the
23 position of the Division wth respect to the
24 recommendati on for approval of this project -- is
25 it -- was the Division's recomendation to capture
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benefits through the EBA -- let ne rephrase that

guesti on.

Does the Division object to the decision
of the Conpany in this case to build this facility
on the demand side of the systemif it's the | owest
cost alternative?

A No.

Q And can you describe, kind of briefly, why
t he Division recommended the EBA treatnent?

A The Division believes that if Utah
custoners are going to bear the 100 percent of the
cost of this, then they should receive the benefits
fromit.

Q Ckay. And do you think that the EBA
treatnent that captures the nmarket val ue of the
kil owatt hours delivered fromthis project into the
system captures the full benefit that is being
provi ded by this project?

A Probably not. But based on the
information that we have currently, it's probably
the best way to do it.

Q kay. And in light of that, is it still
the Division's reconmmendation that the Comm ssion
approve this project with the nodifications that you

have recomended in your brief opening statenent?
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1 A Yes. rage 59
2 MR, JETTER:. Thank you. | have no
3 further questions. And M. Davis is avail able for
4 guestions fromother parties or the Conm ssion.

5 CHAI RMAN LEVAR:  Thank you.

6 M. d sen?

7 MR, COLSEN: Thank you. No.

8 CHAl RVAN LEVAR: Ms. Hayes, any

9 questions for M. Davis?

10 M5. HAYES: No. Thank you.

11 CHAI RVAN LEVAR:  Thank you.

12 Ms. Gardner?

13 M5. GARDNER: No. Thank you.

14 CHAI RMAN LEVAR:  Thank you.

15 M. Sol ander ?

16 MR, SOLANDER: One nonent.

17 EXAM NATI ON

18 BY MR SOLANDER:

19 Q Just one question, M. Davis. Wth your
20 recommendati on regardi ng the STEP OMAG com ng from
21 the STEP funding, is it your recomendation at the
22 end of the pilot program period that the OVAG woul d
23 then be in base rates after the five years?

24 A No. | think ny position is that any OVAG
25 expenses that are outside of the STEP prograns that
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are either known or unknown at this tinme would not

be included in base rates.
Q So you' re saying they would not be
coll ected by the Conpany after the five-year pil ot

program peri od?

A No. | don't think if the expenses, if
they're outside of the projects, | don't believe
they should be collected. |It's an additional burden

to the custoners.

Q | guess what |I'masking is, is the ongoing
OVMAG cost -- for instance, of the Solar and Battery
Storage program-- will continue after the five-year
peri od?

A | understand your question better now.

Thanks. Those woul d probably, in my opinion, would
probably be okay to coll ect those.

MR, SOLANDER: Thank you. No further
guesti ons.

CHAI RMAN LEVAR:  Any redirect?

MR JETTER. No redirect at this
tinme. Thanks.

CHAI RVAN LEVAR:  Conmm ssi oner O ark?

COW SSI ONER CLARK:  No questi ons.

CHAl RVAN LEVAR:  Conmm ssi oner Wi te?

COW SSI ONER WHI TE:  One questi on.
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Thi s question may be nore properly addressed by

M. Vastag or Martinez, but with respect to the OVAG
costs, if | recall, the Ofice addressed this
specifically with respect to the d ean Coal

Technol ogy program |Is it the Division's position
that those are applicable to all STEP OVAG - -

THE W TNESS: Yes, that woul d be our
posi tion.

COW SSI ONER WHI TE:  Thanks. That's
all 1've got.

CHAI RVAN LEVAR: A coupl e of
clarifying questions. First, does the proposed
reporting programpresented in M. MDougal's
rebuttal satisfy your concerns with respect to

reporting?

THE WTNESS: | believe so. | nean,
it's kind of dynamc, so we'l|l see how that goes.
But | think it does address -- and our other

wi tness, M. David Thonson, will address that a
little bit as well.

CHAIRVMAN LEVAR 1'd like to foll ow
up or to ask your thoughts on a question that
Conmm ssi oner Wiite asked M. MDougal earlier. |If
you | ook at the Solar and Battery Storage Project,

how woul d you describe the simlarities or
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1 di fferences between that project and sonething, for
2 exanple, that were built in another state solely to
3 satisfy that state's RPS or solely to satisfy a

4 | egi sl ative directive in another state?

5 THE WTNESS: Like, for exanple, the
6 Bl ack Cap Sol ar where it was built specifically to

7 address the portfolio standard versus this, which is
8 tackling a transm ssi on probl en?

9 CHAI RMAN LEVAR  Yes, for allocation
10 pur poses.
11 THE WTNESS: They're different. The
12 wei rd thing about the solar and storage is it is at
13 the distribution level, but it is correcting a

14 transm ssi on problem

15 CHAl RMAN LEVAR (Okay. Thank you. |
16 think that's all | have.

17 COMM SSI ONER CLARK:  Can | ask one

18 nore? And | think you have probably said it

19 somewhere, M. Davis, but just to refresh ne, the
20 use of the Four Corners price as a reference in
21 relation to the Gadsby repl acenent power, what is
22 your view of that? Wuld you refresh ne as to
23 whet her or not the Division's position is that's
24 appropri ate?
25 THE WTNESS: | think we're okay with
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2 assunption that the Conpany woul d use the | owest

3 cost, whether that's Four Corners or one of the

4 ot hers.

5 COW SSI ONER CLARK:  Thanks. That's
6 all ny questions.

7 CHAI RMAN LEVAR.  Thank you, M.

8 Davis. M. Jetter?

9 MR. JETTER. Thank you. The Division
10 would like to call and have sworn in M. David
11 Thonson.
12 DAVI D THOVBOQN,

13 havi ng been first duly sworn to tell the truth, was
14 exam ned and testified as foll ows:

15 EXAM NATI ON

16 BY MR JETTER

17 Q Good norning, M. Thomson. Wuld you

18 pl ease state your nanme and occupation for the

19 record?
20 A My nane is David Thonson. T-h-0-ms-0-n.
21 That's without a "P." And | work for the D vision
22 of Public Uilities as a technical consultant.
23 Q Thank you. In the course of your
24 enpl oynent, have you had the opportunity to review
25 the filings nade by the Conpany in this docket that
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are relevant to the testinony that you have

prefil ed?

A | have.

Q And did you create and cause to be filed
wi th the Conm ssion DPU w tness David Thonson
Direct, dated Novenber 9th, 2016 al ong with DPU
Exhibit 2.1 which is also titled Exhibit A?

A Yes.

Q Do you have any corrections or changes
that you would |like to make to that?

A No.

Q And if you' re asked the same questions
that were asked and answered in your prefiled direct
testi nony today, would you have the sane answers?

A Yes.

MR, JETTER. Thank you. 1'd like to
nove at this tinme to enter the direct testinony and
Exhibit A or DPU Exhibit 2.1 Direct for M. Thonson
into the record.

CHAI RMAN LEVAR:  Thank you. [If any
party objects to that notion, please indicate to ne.
"' m not seeing any, so that notion is granted.

BY MR JETTER
Q Thank you. M. Thonson, do you have a

bri ef opening statenent you'd like to give?

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



http://www.litigationservices.com

HEARI NG PROCEEDI NGS, DOCKET NO. 16-035-36 - 11/ 30/ 2016

© 00 N o o b~ w N P

N D N D DM DN P P P PP P PP
gag A W N B O © 00 N O 0o b~ w N+ O

_ Page 65
A | do. Thank you. Good norning,

Commi ssi oners, and thank you for the opportunity to
sumrari ze the Divisions review of the Conpany's
proposed STEP accounting and certain proposed STEP
tariff sheets and schedul es.

Inits direct testinony, the Division
accepted the Conpany's proposed reporting plan. In
its rebuttal testinony, M. Steven R MDouga
provi ded an update on the Conpany's STEP reporting
pl an, including the reconmended additional reporting
requi renments supported by the Conpany. The Division
will accept the reporting plans as outlined in
M. MDougal's direct testinony and rebutt al
testi nony.

The Division supports the Conpany's
proposal to cancel Schedule 195 and call it Schedul e
196. The Division also supports the proposed
changes nade by the Conpany to Electric Service
Schedul es Sheet B.1 and Schedule 80. 1In his
rebuttal testinony, M. MDougal accepted the
Di vision's reconmendations that the carrying charge
by updated annually. He al so accepted the
Division's recommendati on that Schedul e 195, which
I's now 196, include the termpilot program and that

It make no other program period of five years. The
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1 Di vi sion knows that these changes were nade to the

2 new proposed Schedul e 196.

3 The Conpany al so, during rebuttal, nade a
4 change to the cost adjustnment percentages on

5 proposed Schedul e 196. They were updated to refl ect
6 the price change on Novenber 1, 2016 per Schedul e 94
7 Ener gy Bal anci ng Account pilot program It appears
8 to the Division that the revised sheets as di scussed
9 above support the Conpany's application inplenenting
10 prograns aut horized by the STEP.
11 Finally, the overall accounting process
12 proposed by the Conpany in its inplenentation of
13 S.B. 115 has been reviewed by the Division. After
14 review at this tinme, nothing canme to the Division's
15 attention that would indicate the overall accounting
16 process as proposed by the Conpany as inproper or

17 i nadequate. And that concludes ny sunmary.

18 MR, JETTER. Thank you. | have no

19 further questions for M. Thonmson. And he's
20 avai |l abl e for questions.
21 CHAI RVAN LEVAR:  Thank you.
22 M. dsen?
23 MR. COLSEN: Nothing at this tinme.
24 Thank you.
25 CHAl RVAN LEVAR: Ms. Hayes?
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1 M5. HAYES: No. Thank you.

2 CHAIl RVAN LEVAR: Ms. Gardner?

3 M5. GARDNER: No questi ons.

4 CHAIl RVAN LEVAR: M. Sol andar ?

5 MR, SOLANDER: No questi ons.

6 CHAI RVAN LEVAR  Conmi ssi oner Wi te,

7 any questions?

8 COMM SSI ONER WHI TE:  No questi ons.

9 CHAI RMAN LEVAR. M. d ark?

10 COMM SSI ONER CLARK:  No questi ons.

11 CHAI RVAN LEVAR:  Thank you,

12 M. Thonson.

13 MR, JETTER. Those were the only two

14 witness fromthe Division. So | guess that

15 concl udes our testinony today.

16 CHAI RVAN LEVAR:  Thank you.

17 M. dsen?

18 MR, CLSEN: Thank you. The Ofice

19 would like to call Cheryl Mirray, please.

20 CHERYL MURRAY,

21 havi ng been first duly sworn to tell the truth, was

22 exam ned and testified as foll ows:

23 EXAM NATI ON

24 BY MR OLSEN:

25 Q Coul d you state your name and busi ness
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1 address and by whom you' re enpl oyed?

2 A My nane is Cheryl Miurray. M business

3 address is 160 East 300 South, Salt Lake City, Ut ah.
4 ["'ma utility analyst wwth the O fice of Consuner

5 Servi ces.

6 Q Did you file any prefiled testinony in

7 this docket?

8 A. Yes. On Novenber 9, 2016, | submtted ten
9 pages of direct testinony.
10 Q Are there any changes that you would
11 propose to that testinony at this tine?
12 A No.
13 MR. OLSEN: | would ask then at this
14 time that her direct testinony filed on Novenber 9th
15 be adm tted.
16 CHAI RMAN LEVAR: I f there is any
17 objection to that notion, please indicate to ne.
18 I''mnot seeing any, so the notion is granted.
19 BY MR OLSEN:
20 Q Thank you. And what was the purpose of
21 that testinony that you filed?
22 A My testinony introduced two other Ofice
23 Wi t nesses, Bela Vastag and Danny Martinez, and
24 identified the specific areas of Conpany's filing to
25 be addressed by each of them | also addressed sone
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of the Conpany's proposed changes to three tariffs;

Schedul e 107, Utah Sol ar I ncentive Program Schedul e
195, Sol ar Incentive Program Cost Adjustnent; and
Schedul e 193, Denmand Si de Managenent Cost
Adj ust nent .

Q And have you prepared a summary of your

testi nony?

A Yes.
Q Coul d you pl ease provide that summary?
A In ny direct testinony, | identified

necessary corrections or clarifications on tariff
sheets 107.4, 107.1, and 195.2. The Ofice al so
noted that the Conpany's proposed changes to
Schedul e 195 are so extensive, even including the
tariff title, that it anpbunts to a conpletely new
tariff. For this reason, as well as ease of
reference, over tine the Ofice recommended that the
Conpany should be required to cancel Schedul e 195
and create a new tariff wth a new schedul e nunber
for the STEP surcharge tariff. |In the rebuttal
testinony of Conpany w tness Steven R MDougal ,
filed Novenber 23, 2016, the Conpany agreed to al

of the reconmendati ons nmade by the Ofice related to
Schedul e 107 and Schedul e 195, including creating a
new tariff, Schedule 196 for the STEP surcharge.
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In addition to the recommendati ons rel at ed

to the tariffs discussed above, the Ofice al so
noted that with the Conpany's plan to capitalize the
annual DSM cost as a DSM requl atory asset and
anortize themover a ten-year period, a sizable
regul atory asset will likely build up over that
period. While we did not recommend any
nodi fications to the DSM accounti ng provisions
proposed by the Conpany at this tine, we stated that
the Ofice may address this issue in a future
pr oceedi ng.

In his summary, M. MDougal asked that
t he Conmm ssion specifically approve the reporting
pl an presented by the Conpany. O fice wtnesses
M. Martinez and M. Vastag will address reporting
in their summaries. But the Ofice requests that in
Its order on Phase One of this docket that the
Conmm ssion specify that they are not approving
reporting related to issues to be heard in Phase
Two.

That concl udes ny sumary.

MR. OLSEN: Thank you. Ms. Murray is

avai l able for questions fromthe parties or the
Conm ssi on.

CHAI RVAN LEVAR:  Thank you.
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1 M. Jetter, do you have any questions?

2 MR, JETTER. No questi ons.

3 CHAl RVAN LEVAR: Ms. Hayes?

4 M5. HAYES: No questions. Thank you.

5 CHAIl RVAN LEVAR: Ms. Gardner?

6 M5. GARDNER: No questions. Thank

7 you.

8 CHAI RMAN LEVAR: M. Sol ander?

9 MR. SOLANDER: No questi ons.

10 COMM SSI ONER CLARK:  No questi ons.

11 Thank you.

12 CHAI RVAN LEVAR:  Conmmi ssi oner Wi te?

13 COMM SSI ONER WHI TE:  No questi ons.

14 Thank you.

15 CHAl RVAN LEVAR:  Thank you,

16 Ms. Murray. M. d sen?

17 MR, CLSEN: Thank you. The Ofice

18 would now like to call M. Danny Martinez and ask

19 that he be sworn.

20 DANNY MARTI NEZ,

21 havi ng been first duly sworn to tell the truth, was

22 exam ned and testified as foll ows:

23 EXAM NATI ON

24 BY MR OLSEN:

25 Q M. Martinez, could you please state your
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name for the record, where you work, and what your

position is?

A Yes. M nanme is Danny Martinez. | ama
utility analyst for the Ofice of Consunmer Services.
My busi ness address is 160 East 300 South, Salt Lake
City, Utah 84111.

Q And as part of your duties as a utility
anal yst, did you have occasion to review the STEP
filing under consideration here today?

A Yes.

Q And as part of that, did you file or cause
to be filed direct testinony on Novenber 9th, 20167

A Yes.

Q And did you file or cause to be filed
rebuttal testinmony on Novenber 23rd, 20167

A Yes.

Q Are there any changes that you'd like to
make to that testinony at this tinme?

A No.

MR. OLSEN: | would ask that the
testinony -- that the direct rebuttal testinony --
be admtted at this tine.

CHAI RMAN LEVAR: I f any party has an
objection, please indicate to ne. |'mnot seeing

any, so that notion is granted.
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BY MR OLSEN:

Q Thank you. M. Martinez, have you

provi ded a sunmary for the Comm ssion at this tinme?

A Yes, | have.
Q Coul d you pl ease proceed?
A Yes. Good norning, Conm ssioners. M

testi nony addresses the Phase One C ean Coa
projects, related to NOx em ssions reduction and the
Gadsby Curtail nent program Since the Conm ssion's
scheduling order allows for live surrebutta
testinony, | will include a brief response to the
Conpany's rebuttal testinony in this sunmary.

Wth respect to the Phase One C ean Coa
projects, the Ofice raised concerns regarding
reporting requirenments and OVAG expenses. In
rebuttal testinony, the Conpany proposed nore
specific reporting for all of the STEP prograns.

The conpany's proposal adequately addresses the

O fice's concerns regarding reporting requirenents
and addresses the Ofice's reporting
recommendat i ons.

Regar di ng OMAG expenses, the Ofice agrees
with the Division that those costs need to be
identified and quantified and included in the

Conpany's STEP budget. The O fice contends that the
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Conpany shoul d reserve STEP funds from funds

aut hori zed by the Legislature to be used for OVAG
expenses rat her than seek recovery outside of the
STEP line itemcharge for the years during which
STEP is in place.

Wth respect to the Gadsby Curtail nent
Program ny testinony indicated that Conpany did not
sufficiently explain how the value of curtail nent
repl acenent power cost is calcul ated and why the
Four Corners hub woul d be appropriate to use as a
mar ket proxy. | further recommended that the
Comm ssi on approve the Gadsby Curtail nent Program
wi t hout specifically authorizing the nethod of
cal cul ation for replacenent power costs. Instead,
the Ofice recomended that the Commi ssion require
addi ti onal supporting information in the annual EBA
filing if the Conpany seeks STEP funds for Gadsby
Curtailnment in that year.

In rebuttal testinony, M. MDougal
opposed this recomendation. He indicated that
determ ni ng actual replacenent costs woul d be
bur densone and potentially controversial, and
recommended that the Conm ssion approve the use of
the fornmula that he presented and the Four Corners

hub as the appropriate narket proxy to use in
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repl acenent cost cal cul ation. However, M. MDouga

al so offered to include in future reporting
requi rements a justification in a future EBA filing
i f the Conpany proposes to use a different hub in
the future. He agreed to use a different market hub
as proxy if ordered by the Conm ssion.

My testinony did not oppose the
repl acenent power cost estimate or the use of a
mar ket proxy; rather, | was concerned that the
filing was confusing and did not sufficiently
explain the process. The detail ed expl anati ons were
al | obtained through the discovery process. To be
clear, the Ofice agrees with M. MDougal that the
fornmula provided in response to OCS 3.4 and his
rebuttal testinony is a reasonable estimtion for
curtail ment replacenent power costs.

However, the O fice contends that
i nsufficient evidence has been presented in this
proceeding to determ ne the appropriate hub to be
used as a market proxy. Further, it is clear that
the Conmpany would like to be able to justify a
change in what hub is used if appropriate in future
years. For these reasons, the Ofice continues to
recommend that the Conm ssion require the Conpany to

justify what market should be used as a market proxy

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



http://www.litigationservices.com

HEARI NG PROCEEDI NGS, DOCKET NO. 16-035-36 - 11/ 30/ 2016

1 price if it requests STEP funds to reinburse the‘Page &
2 Gadsby curtail nent costs in a future EBA proceeding.
3 To clarify our position, the Ofice supports the
4 Comm ssi on approving the Gadsby Curtail ment Program
5 and the general nethod of cal culation of replacenent
6 power costs but requests that the issue of the
7 appropriate hub be addressed in each relevant future
8 EBA proceedi ng.
9 The O fice still recommends the Conmi ssion
10 require an additional filing requirenent for the
11 Conpany in its annual EBA filing if it seeks STEP
12 funds for Gadsby curtailnment in that year.
13 That's the conclusion of ny sunmmary.
14 MR. OLSEN: Thank you. M. Martinez
15 is available for questions fromthe parties or the
16 Conmm ssi on.
17 CHAI RMAN LEVAR:  Thank you. M.
18 Jetter?
19 MR, JETTER. No questi ons.
20 CHAl RVAN LEVAR: Ms. Hayes?
21 M5. HAYES: No questi ons.
22 CHAl RVAN LEVAR. Ms. Gardner?
23 M5. GARDNER: No questions. Thank
24 you.
25 CHAI RMAN LEVAR:  Thank you.
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M . Sol ander ?

MR, SOLANDER: No questi ons.

CHAl RVAN LEVAR  Conmi ssi oner \Wite?

COVMM SSI ONER VHI TE:  So ny
understanding -- and that was hel pful, the
clarification on the curtail ment power costs -- is

the Ofice is not necessarily opposed to using one

of those three -- Md-C, Four Corners, or Palo
Verde -- it's just that they want to reserve the
right to address justification. |It's not that they

want to actually use the actual costs; they're okay
with the proxy. They want to be able to address one
of those three proxies at the tine.
THE WTNESS: That's correct. Yes.
CHAI RVAN LEVAR:  Conmi ssi oner C ark?
COW SSI ONER CLARK: | want to
express appreciation also for the clarification
because | had a few questions that | can elimnate
now. But | amstill interested to know or
understand better the extent to which the Ofice
specifically objects to Four Corners as the
i dentified market proxy hub.
THE WTNESS: W didn't -- ny intent
was not to object specifically to the Four Corners.

We just didn't understand why that specific hub was
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chosen over other hubs that could have been. And so

that was the intent of trying to figure out which
one woul d be the appropriate hub. W didn't see
that in the application by the Conpany, and so we
asked di scovery on that, and that's where we got our
response. In one of the responses, they said it was
just basically a geographical proximty.

COMM SSI ONER CLARK:  Thanks very
much.

CHAI RMAN LEVAR  Just one foll ow up
to that. In your opinion, does that provide
sufficient certainty to the utility to make
curtail ment decisions if there's not certainty on
whi ch of the three hubs m ght be the proxy in the
next EBA case?

THE WTNESS: | think the choice of
the hub, given the fornmula the Conpany put forth as
described in M. MDougal's testinony as well as ny
own, there needs to be a market proxy in place for
the calculations to work. Again, we're not
concerned which one it is as long as it's one that
Is prudent for determ ning those costs. | think in
nmy testinony | indicated we would presune that woul d
be the | east cost purchase of power that woul d be

used in that cal cul ati on.
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CHAI RVAN LEVAR:  Thank you. That's

all | have. Thank you, M. Martinez. M. dsen?
MR, CLSEN: Thank you. The Ofice
would |i ke to call M. Bela Vastag.
BELA VASTAG
havi ng been first duly sworn to tell the truth, was
exam ned and testified as foll ows:
EXAM NATI ON
BY MR OLSEN:

Q M. Vastag, could you pl ease state your
name for the record, your place of enploynent, and
what you do, what your position is?

A Yes. M nane is Bela Vastag. |'Il spel
that for the court reporter. B-e-l-a, |ast nane
V-a-s-t-a-g. I'ma utility analyst for the Utah
O fice of Consunmer Services, and ny busi ness address
is here in this building, 160 East 300 South.

Q And as part of your work as a utility
anal yst for the Ofice of Consumer Services, did you
have occasion to review the filing under
consideration -- the STEP filing under consideration
here today?

A Yes.

Q And did you file or cause to be filed
di rect testinony on Novenber 9th, 2016 and rebuttal
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testinony on Novenber 23, 2016 in response to that
filing?

A Yes.

Q Are there any corrections or revisions
you' d i ke to nake at this tinme?
A | have no changes to ny testinony.

MR. OLSEN: The O fice woul d nove
that those filings be admtted into evidence at this
tinme.

CHAI RMAN LEVAR.  Thank you. |If
anyone objects to that notion, please indicate to
ne. And the notion is granted.

BY MR OLSEN:

Q M. Vastag, have you prepared a summary of
your testinony?

A Yes, | have.

Q Wul d you pl ease provide the sunmary now?

A Yes. M testinony in this proceedi ng has
addressed the Conpany's proposed Sol ar and Ener gy
Storage technol ogy project, which | usually refer to
as the solar/battery project. This project falls
under the Innovative Uility Prograns section of the
Sust ai nabl e Transportati on and Energy Plan or STEP
Act. So in other words, the solar/battery project

Is a research and devel opnent or an R&D proj ect.
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Research and devel opnent projects are not

al ways successful, and this is a risk that one
assunes when pursuing an R&D project. However, the
risk is worth taking if this solar battery R&D
project gives the Conpany sone know edge that w |
enable it to provide service to its custoners in the
future in a nore effective and | ess costly manner.
Utah ratepayers are funding the entire
sol ar/ battery project. Therefore, given the
i nherent risks of an R&D project, the Ofice
beli eves that the solar/battery project would only
be in the interest of Utah ratepayers if the R&
know edge coul d be used for the benefit of rate
payers in the future. Unfortunately, the Ofice
sees a barrier to this technol ogy being used in the
future. This barrier is caused by -- the barrier is
caused by how the costs of such a project would be
al l ocated. Because the Conpany's solar/battery
project is on the distribution side of the system
all of the costs would be assigned to Utah even
t hough the project is solving a problemon a
transm ssion line. The costs associated with
transm ssion assets are allocated anong all the
states that Rocky Muntain Power's parent conpany,

Paci fi Corp, serves. As described in nmy witten
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1 testinony, the Utah-allocated costs of a

2 transm ssion solution to the transm ssion |line

3 problem are significantly | ower than the

4 Ut ah-al | ocated costs of the solar/battery project.
5 The solar/battery project that is at issue today
6 woul d be funded according to the STEP Act, but in
7 the future, an inplenentation of this technol ogy
8 woul d have its costs allocated through a different
9 process, usually a general rate case including a
10 Mul ti-State Protocol or MSP-type process.
11 Therefore, the Ofice sees cost allocation as a
12 barrier to the future use of this R& know edge
13 because a state jurisdiction may not approve anot her
14 sol ar/battery project where all the costs are
15 st at e- assi gned when an alternative transm ssion
16 based sol uti on woul d be cheaper because its costs
17 were all ocated anong all Pacifi Corp states.
18 Therefore, the Ofice does not reconmend
19 that the Comm ssion authorize this project unless
20 the Conpany can propose a solution to this cost
21 all ocation problemor this barrier. This cost
22 al l ocation nethod that they woul d propose or the
23 solution to the cost problemwoul d need to be
24 i ncorporated in any future inplenentation of the
25 sol ar/ battery technology. |If the proposed
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1 sol ar/battery project is authorized by the

2 Commi ssion, the Ofice supports the concept fromthe
3 Utah Division of Public Uilities that the val ue or
4 benefit of the energy fromthe solar facility be

5 credited back to Utah through the EBA. Also, if the
6 project is authorized, the Ofice does not oppose

7 Utah Cl ean Energy's proposal for a Blue Sky grant

8 program based on the output of a Blue Sky funded

9 solar facility, that is, as long as the energy from
10 the solar facility is valued at the Conpany's
11 avoi ded costs and al so the costs of running the
12 grant program are charged to the Blue Sky program
13 That concl udes ny summary statenent.

14 MR OLSEN. M. Vastag, as you know,
15 the order allowed for the possibility of live

16 surrebuttal. Wuld you |ike to provide any of that
17 at this tinme?

18 THE WTNESS: Yes. Today I'd like to
19 respond to Rocky Mountain Power wi tness Steven R
20 McDougal . M. MDougal's rebuttal testinony was
21 filed on Novenber 23rd.
22 BY MR OLSEN:
23 Q Thank you. Wbhuld you pl ease proceed then
24 with the surrebuttal ?
25 A Yes. In his rebuttal testinony, M.
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McDougal states that the Conpany does not agree with

the Ofice's approach in evaluating project costs on
a state allocated basis. He says that the Conpany
anal yzes all transm ssion and distribution

I nvest nent options on a total Conpany basis. This
inplies that the Conpany is regularly making

transm ssion versus distribution investnent
decisions, |like the one it proposes to make for this
sol ar/ battery project, w thout consideration of the
cost allocation inpacts on the various
jurisdictions. This raises a red flag for the
Ofice and indicates that in the future, state
jurisdictions need to devote nore resources in
future rate cases to evaluating the Conpany's

i nvestnents and situs assigned distribution assets.
Furthernore, going forward, the Conpany shoul d be
required to provide a conprehensive expl anation of
how deci si ons are nade for both transm ssion and

di stribution investnents including howit eval uates
the tradeoffs between a transm ssion versus a

di stribution solution. This explanation should al so
expl ore how these investnent decisions distort or do
not distort the Multi-State Protocol or MSP

al | ocati on process.

In another area, if the solar/battery
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project is to be authorized, M. MDougal also

states in his rebuttal testinony that the energy
benefits that Utah would receive fromthe project
shoul d be cal cul ated using the sanme net hodol ogy as
for the Black Cap solar project in Oregon. However,
t he Conpany does not provide sufficient detail in
this docket for parties to understand how t he Bl ack
Cap benefits are calculated and credited back to
Oregon. |If the Comm ssion authorizes this project
and approves such a benefit crediting program the
Comm ssi on should require the Conpany to submt a
conpliance filing. In this filing, it should show
how the Oregon crediting systemis done for the

Bl ack Cap project and allow parties to submt
comments on the Conpany's filing to ensure that the
accounting is done in a way that properly credits
Ut ah rat epayers.

Finally, M.MDougal inplies in his
rebuttal testinony that a demand-si de managenent or
DSM program coul d be inplenented in an area to sol ve
a transm ssion |line | oading problemand notes that
DSM program costs are situs assigned. However, this
Is not a fair analogy to the proposed sol ar/battery
proj ect because DSM prograns reduce load in the

state that they are inplenented in, which in turn
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reduces the state's share of systemcosts that are

al | ocat ed based on | oad.
That concl udes ny surrebuttal testinony.
MR, COLSEN. Thank you. M. Vastag is
avai l able for questions fromthe parties or the
Conmm ssi on.
CHAI RMAN LEVAR:  Thank you.
M. Jetter, any questions for M. Vastag?

MR. JETTER. No questions. Thank

you.

CHAl RVAN LEVAR:  Thank you. M.
Hayes?

M5. HAYES: No questi ons.

CHAl RVAN LEVAR:  Thank you. M.
Gar dner ?

M5. GARDNER: No questions. Thank
you.

CHAl RVAN LEVAR M. Sol ander ?
EXAM NATI ON
BY MR SOLANDER:
Q Yes. Thank you. Good norning, M.
Vast ag.
A Good norni ng.
Q You woul d agree, wouldn't you, with

M. Marx's assertion that if the Conpany is incented
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ei ther way, one way or another, to nake system or

situs investnents, that it could |lead to subopti nal
pl anni ng deci si ons?

A There is that possibility, yes.

Q Now, let's -- you were here when M. Marx
was testifying earlier?

A Yes.

Q So you heard his hypothetical about the
sanme exact Sol ar and Energy Storage project in Idaho
i nstead of in Utah?

A Yes.

Q Now, if that project was built on the
di stribution side in Idaho, would the Ofice accept
if 43 percent of the cost of that project was
assigned to Utah and recommended t he Conpany be
al l owed recovery of 43 percent of the total cost of
that project in its next rate case?

A Wel |, that hypothetical is really
I npossi ble to answer without a |ot nore detail.

Q No, that's the exact sanme project we're
presenting today.

A Well, if there was a process in place as
we propose, you know, for future projects, then of
course we woul d agree, because we woul d have been

i nvolved in the process to determ ne how that would
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2 Q So you're saying that you woul d support,
3 in the future, if transmssion level and if

4 di stribution investnents to solve a transm ssion

5 probl em were nmade in | daho, you would support 43

6 percent of the cost being assigned to U ah?

7 A Yes. A good exanple would be there are

8 several expensive transm ssion projects being

9 proposed in |Idaho and Wom ng -- and Utah Gateway
10 conmes to mnd -- and if there was a | ess expensive
11 di stribution solution, then we would see, you know,
12 nerit in postponing or not investing in billions of
13 doll ars of transm ssion, yes.

14 MR. SOLANDER: One nonent, please.
15 No further questions. Thank you.

16 CHAI RMAN LEVAR: Any redirect?

17 MR OLSEN:  Yes, if | nmay.

18 REDI RECT EXAM NATI ON

19 BY MR OLSEN:
20 Q M. Vastag, in your response to
21 M. Sol ander's question, you spoke about the
22 process. |Is that a proposed process that the Ofice
23 I S suggesting? A conprehensive review of all facts
24 and circunstances regardi ng any of those kinds of
25 deci sions that would go on in the future with an

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



http://www.litigationservices.com

HEARI NG PROCEEDI NGS, DOCKET NO. 16-035-36 - 11/ 30/ 2016

Page 89

1 opportunity to review and eval uate the specific

2 facts and circunstances of those decisions that are
3 made in this jurisdiction?

4 A Yes. | would say that would be the

5 begi nning of the process so we coul d understand what
6 the factors are. And, then, of course, out of that
7 shoul d cone sone nethod or way to handl e t hese

8 di stribution versus transm ssion deci sions where

9 state allocation is a problemand where a state such
10 as lIdaho may not approve a solar/battery project
11 when it's going to shoul der a hundred percent of the
12 costs when its allocated costs would be 6 percent.
13 Q And to your know edge, a robust process as
14 you're describing nowis not in existence at this

15  tinme?

16 A No, it's not. This is new a new area of
17 anal ysi s.

18 MR, CLSEN: Thank you. | have

19 not hi ng further.
20 CHAI RMAN LEVAR:  Thank you. Any
21 recross, M. Sol ander?
22 MR, SOLANDER: No. Thank you.
23 CHAI RMAN LEVAR:  Conmi ssi oner O ark?
24 COW SSI ONER CLARK:  No questi ons.
25 Thank you.
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1 CHAI RMAN LEVAR:  Conmi ssi oner V%i?i%s >
2 COVMMM SSIONER VHITE: | want to

3 circle back on this concept of, | guess, the

4 conpensation for the generation fromthe solar

5 panels. Maybe |I'mconfusing this, but are you

6 tal ki ng about the gross generation fromthose panels
7 or is that netted out for what's utilized for

8 station power and batteries?

9 THE WTNESS:. Honestly, we haven't
10 delved into the details. W agree on a high |evel,
11 you know, at a high level on the concept that U ah
12 Cl ean Energy proposes. W were just concerned that
13 the value of the grant program may be overval ued if
14 it was based on a retail-type rate.

15 COVMM SSI ONER WHI TE:  And t he avoi ded
16 costs, | nean, is that sonething you woul d consi der
17 just as a, you know, |ike the Schedule 37 feed in or
18 a Schedule 38 or a separate proceeding to detern ne
19 what ever the avoi ded cost of that specific --
20 THE WTNESS: | suggested in ny
21 testinony since this facility would be of the size
22 that falls under Schedule 37, that we could just use
23 the Schedule 37 as -- sinply as the price.
24 COVMM SSI ONER VHI TE:  And earlier you
25 wer e di scussing the concept -- | think | heard you
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1 correctly about, you know, this an R&D project, Zﬁﬂf o
2 tell me if I'mmscharacterizing this -- is the

3 concept you were -- is the concept that because

4 there's going to be | essons | earned and potenti al

5 intell ectual property that flow fromthis project to
6 that, if UWah were to pay for that, they should

7 sonmehow be able to capture, or is that going to be,
8 you know, a benefit to all states, and so there

9 should be sonme kind of inverse relationship between
10 those two?
11 THE W TNESS: No, the concept was R&D
12 proj ects are unknown whether or not they will work,
13 so if we are going to invest Utah funds, we should
14 at | east have the opportunity to use them-- you
15 know, the know edge of the technol ogy that we've
16 gai ned fromsuch a project -- to benefit the entire
17 system to benefit -- if Utah, again, or other
18 jurisdictions, and we're just concerned that if this
19 cost allocation question cones up in other states,
20 they may not approve of such a project and we've
21 | ost, you know, the benefit of that know edge in
22 t hat case.
23 COMW SSI ONER WHI TE:  One fina
24 guestion. | asked this -- and Chairman LeVar asked
25 it inadfferent way earlier -- but |I'm wondering
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i f you have a position on whether there's a

di stinction between this type of project that flows
out of a legislative directive and sonething |ike,
for exanple, an RPS rel ated project from another
state. Is there a distinction or is that not a
factor in how projects are being allocated within a
syst en?

THE WTNESS: W really didn't
consider it fromthat perspective. |In ny opinion, I
think an RPS project would be a different type of
RPS rel ated project because it would be a nandated
policy related project. To neet a specific goal
and, in this case, the choice of an innovative
technol ogy project, there are potentially nany
candi dates for this project; not just this project.

COMW SSIONER WHI TE:  That's all |'ve
got .

CHAIl RVAN LEVAR: | don't have
anyt hing, so thank you M. Vastag. M. O sen, do
you have any el se?

MR, COLSEN:  Nothing further at this
tinme. Thank you.

CHAl RVAN LEVAR:  Thank you. | wonder
i f you could indul ge one question | have, follow up

for Rocky Mountain Power before we nove to Ms.
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1 Wight's testinony. While | see that M. Canpbell
2 is still inthe room | don't know if this question
3 is best for himor M. MDougal, but | would just

4 like to ask Rocky Mountain Power if -- based on

5 M. Mrtinez's clarifications, | think we heard in
6 his testinony what your position is on the Gadsby

7 curtailment with respect to certainty if there were
8 certainty of the use of a proxy, but not certainty
9 until a follow ng EBA docket of -- which of the
10 three proxies were going to be used.
11 MR, SOLANDER: | think
12 M. MDougal -- | don't know if you want to re-cal
13 him - -

14 CHAI RMAN LEVAR: He can just answer
15 fromthe stand.

16 MR. MCDOUGAL: | think we would be
17 okay determ ning the proxy, but what | don't think
18 we woul d be okay with is naking it an issue that we
19 have to re-litigate every EBA. One of the things we
20 would like is certainty to know that we're using a
21 certain proxy and that not every tine it's the
22 | onest of the three and we're not picking and
23 choosing. W would prefer to have the certainty of
24 a known proxy, and we would prefer for it to be
25 determined in this proceeding. If it's not, as |long
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1 as it is going to be one proxy and not change every

2 time, we would be okay with it.

3 CHAl RVAN LEVAR:  Thank you. That

4 answers ny question. Any other followups while

5 we' re doing this?

6 COMM SSI ONER CLARK: | appreci at e,

7 Chai rman LeVar, that you've raised this, because |

8 wanted to pursue the sane general subject area.

9 Coul d you explain why or what chal |l enges woul d exi st
10 for the Conpany if the process was sinply that when
11 there's a curtailnent that you then | ook to the
12 | onest of, say, the three hubs that have been
13 mentioned -- Md-C, Four Corners, and Palo Verde --
14 and use the | owest of those at that time? Are there
15 technical challenges there that | don't -- I'd like
16 to understand if --

17 THE WTNESS: No, there are not

18 technical challenges to that. Because we know t he

19 prices of all three, but inreality froma planning

20 perspective and from an actual perspective, what

21 we're saying is let's use a market price hub as the

22 proxy. |If we assune that we're getting the

23 repl acenent power fromMd-C or from Four Corners, |

24 thi nk we ought to be consistent because the system

25 IS going to operate the sane. |It's going to pull
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1 repl acenent fromthat sane hub all the tine. It?%?e -
2 not going to say, you know, let's always use the

3 | owest; there's transm ssion constraints, there's

4 ot her issues. And that's why we believe Four

5 Corners is the best because of its proximty to the
6 | oad that we're using, its proximty to Gadsby. And
7 that's why | think we ought to use one hub. W

8 shoul dn't change back and forth because in reality,
9 we' re not changing the way we serve the | oad.
10 COMWM SSI ONER CLARK:  That hel ps ne
11 understand. So it's not just a matter of -- | nean,
12 your decision as to where you go for the repl acenent
13 power isn't going to be driven solely by the prices
14 at the hub. There's a nunber of factors that you'l
15 be considering. |Is that what you're saying?

16 THE WTNESS: That's correct, because
17 we're continually trading at nultiple hubs, not

18 just, you know, at one hub. And we do it because of
19 constraints of where we can find the power.
20 COMM SSI ONER CLARK:  Thank you. That
21 concl udes ny questi ons.
22 COVMM SSIONER VHI TE: One fina
23 followup on that concept. |Is there a reason that
24 the Conpany couldn't utilize a bl ended proxy rate?
25 In other words, if there's really no specific -- it
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sounds like in the testinony, there was a choice

bet ween Pal o Verde, Md-C, and Four Corners. And if
you' re | ooking for consistency, would that be nore
conplicated or |ess conplicated than just picking
one of those three?

THE WTNESS: | had not thought of
that option, but there would not be a | ot of
addi tional complexity. W would just have to throw
the three prices into a spreadsheet and take a third
of each of whatever the proposed nethodol ogy is.
Like | said, we would like to have it determ ned
ahead of tine so that we don't have that fight in
every EBA, saying, well, let's use this proxy this
year and anot her proxy the next year. | don't see
there would be a | ot of additional work putting all
three and taking an average.

COMW SSI ONER WHI TE:  That's all the
guestions | have.

CHAl RVAN LEVAR:  Thank you,
M. MDougal. M. Hayes?

M5. HAYES. Thank you. Utah C ean
Energy will call Sarah Wight to the stand, and she
needs to be sworn.

SARAH V\RI GHT,

havi ng been first duly sworn to tell the truth, was

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



http://www.litigationservices.com

HEARI NG PROCEEDI NGS, DOCKET NO. 16-035-36 - 11/ 30/ 2016

© 00 N o o b~ w N P

N D N D DM DN P P P PP P PP
gag A W N B O © 00 N O 0o b~ w N+ O

_ — Page 97
exam ned and testified as foll ows:

EXAM NATI ON
BY MS. HAYES:

Q Good nor ni ng.

A Good nor ni ng.

Q WI 1l you please state your name, position,
and busi ness address for the record?

A Certainly. M nane is Sarah Wight. |I'm
t he executive director and founder of Utah O ean
Energy, which is |l ocated at 1014 2nd Avenue, Salt
Lake Gty, Utah 84103.

Q s your m ke on?

A I think so.

Q Did you file direct testinony in this
docket on Novenber 9th, 2016 marked as Utah C ean
Energy Exhibit 1.07?

A Yes.

Q To the best of your know edge, is
everything in your testinony true and correct?

A Yes.

M5. HAYES. At this point, | would
like to nove the adm ssion of this testinony.

CHAI RMAN LEVAR.  Thank you. Pl ease
indicate to ne if there's any objection to that

notion. And the notion is granted.
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BY MS. HAYES:

Q Thank you. WII you please provide a
summary of your direct testinony?

A Yes. Uah C ean Energy is generally
supportive of Rocky Muntain Power's pilot project
to utilize solar and storage to avoid distribution
and transm ssion upgrades. W believe that in
addition to the deferral benefits, the project wll
hel p the Conpany and others to understand the
potential of these technol ogies. W support this
study to further utilize "non-wires" alternatives
and options in transm ssion and distribution system
pl anni ng and nai nt enance.

So while Utah C ean Energy is supportive
of the project, we offer sone reconmendati ons for
the Commi ssion's consideration with regard to the
sol ar conponent of the project. First, because
solar PV is an extrenely cost effective resource,
there is likely no need to utilize Blue Sky funds to
pay for this project. | have been involved in
shaping and the early pronotion of the Blue Sky
Program si nce 2001. And to date, the benefits from
t he program have flowed to Blue Sky custoners or
grant recipients that were deened worthy of the Bl ue

Sky grant project. The Conpany's proposal to have
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the benefits flowto all ratepayers is a significant

deviation fromthe Blue Sky Program However,
shoul d the Comm ssion authorize the use of Blue Sky
funds, | recommend that a grant programsimlar to
t he workings of the Sol ar Subscri ber Program be
devel oped, the main differences being (1) that the
programis funded by Blue Sky funding; (2) that
custonmers receive a bill credit based upon sol ar
energy rate as determned in the Sol ar Subscri ber
Program and (3) that the benefits flow to

reci pients deened worthy by the Blue Sky grant
program such as food banks, honel ess shelters, et
cetera.

Specifically, | propose that the val ue of
the energy credit established in the Sol ar
Subscri ber be utilized as an offset on grant
recipients' bills. And | understand this portion of
nmy proposal was not very clear, so I'll trying to
clarify that now before providing |ive surrebuttal.

In ny proposal, | gave the exanple of a
200- ki l owatt hour nonthly bl ock that could be
awarded to community service organi zations. And
rat her than offsetting 200-kil owatt hours of usage
directly, a set value for those 200-kil owatt hours,

as established in the Sol ar Subscri ber docket, would
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1 be used to offset the energy portion of a custoner's
2 bills. So in the Subscriber Sol ar docket, an energy
3 val ue was used as a conponent of the Sol ar

4 Ceneration Block Charge. Also included in that

5 charge was marketing and adm ni strative costs.

6 G ven that ny proposal is a grant program it is not
7 appropriate to include a credit for those marketing
8 and adm nistrative charges in the bill credit. So
9 my proposal is to conpensate grant recipients with
10 an energy val ue associated with the kilowatt hours
11 generated by the granted capacity of the solar PV
12 facility -- | knowthis is probably confusing -- as
13 an offset to the energy portion of the grantee's

14 rate as determ ned by the Sol ar Subscriber Program
15 And, finally, in ny direct testinony, |

16 made a statenent about the inportance of using this
17 pilot project as an opportunity to | earn about

18 al l ocating costs associated with distributed or

19 non-wires transm ssion alternatives across
20 jurisdictional lines. And that's been a common
21 t hene today.
22 Q Does that conclude your sumrary of your
23 direct testinony?
24 A Yes.
25 Q Did parties file rebuttals to your direct
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testinony? J

A Yes. The Division -- yes. The D vision
and the Ofice did not oppose ny proposal for a Blue
Sky grant program and provided additional questions
and recommendati ons. The Conpany does not support
nmy recomendati ons.

Q WI1l you review the Division' s response to
your proposal ?

A Yes. The Division's primary response with
regard to the solar facility is that the nmarket
val ue of the energy output flow to Uah ratepayers
via the EBA. This reconmmendati on woul d ensure that
benefits flow to Utah ratepayers. The Division
hi ghl i ghted sone additional details that, if
addressed in ny proposal, could permt both the
Division's and Utah C ean Energy's recomrendati ons
to be inplenented.

First, the Division proposes allocating
Bl ue Sky grants based on capacity rather than
energy, then using the actual energy output to
allocate bill offsets proportionately to grant
recipients. In a way, custoners cannot by credited
for nore energy than is actually produced by the
facility. This is simlar to how the Sol ar

Subscriber is structured for custoners with interval

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



http://www.litigationservices.com

HEARI NG PROCEEDI NGS, DOCKET NO. 16-035-36 - 11/ 30/ 2016

© 00 N o o b~ w N P

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

. _ Page 102
meters now where custoners receive one kilowatt

bl ocks, and their bills are offset by the actual
energy generated by the solar facility.

Second, the Division proposes that grants
have a limted duration. The D vision notes that
grant recipients under Uah C ean Energy's proposal
are not |everaging their own funds, unlike other
Bl ue Sky grant recipients, nor are they responsible
for ongoi ng operations, maintenance, or capital
expenses. The Division proposes the |length of the
pilot period as the duration of the grant period.

Finally, the Division makes sone
addi ti onal conparisons between the Subscriber Sol ar
and Utah O ean Energy's Blue Sky grant program

Q Wul d you pl ease respond as to Division's
reconmendat i ons?

A Well, firstly, | sincerely appreciate the
Di vision's thoughtful recomrendati ons on ny
proposal. |'mnot opposed to allocating grants
based upon capacity and offsetting bills based on
actual generation. It is an appropriate way to
protect ratepayers fromthe potential negative
I mpact of granting nore energy PV system produces.
However, | am concerned that it would i ncrease the

adm ni strative burden of the program and | think
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1 there's a sinple way to decrease adm nistrative

2 burden whil e simultaneously avoi di ng oversubscri bing

3 the PV system

4 The grant program could w thhold capacity

5 fromthe system-- say 10 percent of the PV system

6 capacity -- thereby providing a cushion to protect

7 rat epayers in --

8 MR. SOLANDER:  Your Honor, |'m goi ng

9 to object. This isn't rebutting. This is direct

10 testinony that wasn't filed as direct testinony.

11 This isn't rebutting any assertion nmade by the

12 Division. |It's just additional detail that could

13 have been included in Ms. Wight's direct testinony.

14 CHAI RVAN LEVAR:  Well, let's see if

15 Ms. Hayes wants to respond to the objection.

16 M5. HAYES: Well, it's a fair

17 objection. It is a sincere response to -- | nean, a

18 sincere attenpt to respond to the Division's

19 rebuttal testinmony. And | will leave it to the

20 Comm ssi on to deci de.

21 CHAI RMAN LEVAR:  Let ne ask

22 M. Jetter to weigh in on this.

23 MR JETTER. | don't think that the

24 Di vision has a ton of passion on the nuance of this

25 and, | guess, this is sonething that | think would
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1 show up in the surrebuttal potentially, so | don't
2 think I have any objection to Ms. Wight providing
3 her proposal to the extent that it's, | guess,
4 limted to a response to our critique or
5 suggestions. | know that's kind of a |ong-w nded
6 answer, but | suppose ny real answer is we don't
7 obj ect to the question.
8 CHAI RMAN LEVAR: M. O sen or M.
9 Gardner, do either of you have any input or any
10 interest in this objection?
11 M5. GARDNER: No, we have nothing to
12 add.
13 CHAl RVAN LEVAR:. M. d sen?
14 MR, CLSEN: | believe that it seens
15 to be a logical consequence of surrebuttal to
16 provi de alternatives, so we would not object to the
17 continuation of that.
18 CHAI RVAN LEVAR | think the
19 objection is well noted. This does tend to seem
20 like the type of thing that generally would be
21 allowed in a witten surrebuttal, the kind of thing
22 we typically see, so we'll allowa little nore
23 | eeway on this issue. M. Wight?
24 A. Thank you. So with this cushion, if the
25 PV system-- but if the PV system generates energy
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1 in excess of the granted energy, then the market

2 val ue could flow through the EBA to all ratepayers,
3 and this would ensure that benefits stay in U ah.

4 And regarding the Division's

5 recommendations to set atinme limt on the grant,

6 I''mal so not opposed to this reconmendati on.

7 However, given that the project will not come online
8 until 2018, | recommend setting a duration |onger

9 than the STEP pilot period, perhaps five to ten
10 years fromthe online date of the project, with a
11 review of the grant program schedul ed as part of the
12 Bl ue Sky Program and in determ nation of whether the
13 program shoul d be continued, continued with
14 nodi fi cations, or discontinued.
15 BY Ms. HAYES:
16 Q W1l you pl ease describe the Ofice's
17 response to your proposal?
18 A Yes. The Ofice sees nerit in the concept
19 of using the output of the Blue Sky funded project
20 for the benefit of the Blue Sky Programinstead of
21 for the benefit of all ratepayers. However, the
22 Ofice is concerned with the conplexity of the
23 program and the potential adm nistrative costs, as
24 wel | as whether the conpensation level is too high.
25 As | indicated before, ny initial proposal was not
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clear, and the Ofice and D vision responded as

t hough I was proposing a kilowatt hour for kil owatt
hour credit as conpensation. The Ofice proposed
conpensation at Schedul e 37 avoi ded cost rates. The
O fice also proposed that adm nistrative costs be
charged to the Blue Sky Program

Q What is your response to the Ofice's
recommendat i ons?

A | support charging the adm nistrative
costs to the Blue Sky Program And perhaps the
sinplest and | east costly way to admnister this
program woul d be an annual bill credit awarded at
t he begi nning of the year based upon the projected
ener gy output associated with the awarded capacity
grant. A credit based on the determ ned val ue of
the energy could be applied to the grant recipient's
bill and thus carried forward every nonth for which
the value remains. This greatly decreases the
adm ni strative burden. And it may take up to
multiple nonths to use this credit.

And with regard to the matter of
conpensation, there are currently three options
before the Comm ssion: Utah C ean Energy's proposal
to use the energy value that was recently

established in the Sol ar Subscri ber docket; DPU s
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proposal to use the market value of the solar

output; or OCS s proposal to value using Schedul e 37
avoi ded costs.

G ven that the project does not cone
online until 2018, if the Commission finds nmerit in
Utah Cl ean Energy's recommendation to create a Bl ue
Sky grant program for the energy output of the solar
facility, | believe there is tine to evaluate these
opti ons.

Q W11l you describe the Conpany's response
UCE' s proposal ?

A. Yes. Steve MDougal, in his rebuttal
testinony, raises two primary concerns. First, M.
McDougal argues that the energy generated by the
solar facility is not excess generation that can be
counted on for use in a grant program because it is
needed to reduce | oading on the distribution
circuit. Second, M. MDougal argues that the grant
programw || create an adm nistrative burden.

Q What is your response?

A Wth regard to the adm nistrative burden,
| believe it is appropriate to charge the Bl ue Sky
Programw th the cost of admnistering this grant
program The Bl ue Sky Program already has the

infrastructure for managing the grant program and
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1 the Subscriber Sol ar Program al ready has the biT??ﬁu;OS
2 i nfrastructure.

3 And regarding M. MDougal's ot her

4 assertion that the PV systemis not excess

5 generation, | accept and applaud that the energy

6 fromthe solar PV systemw || be used in conjunction
7 with battery storage to provide system benefits to

8 avoi d transm ssion and distribution upgrades in the
9 project area. However, the fact that the energy
10 fromthe PV systemw |l work in conjunction with
11 batteries to reduce line loading is not nutually
12 excl usive to providing energy benefits to Utah

13 rat epayers through the Blue Sky Program [|'m not

14 sure if | articulated that well -- is not nutually
15 exclusive to the energy having value for use in the
16 Bl ue Sky grant Program

17 If you consider a Subscriber Sol ar

18 project, if it's built on an area of the systemthat
19 provi des benefits and reduces |ine |oading, that
20 isn't nmutually exclusive to providing those energy
21 benefits to the Subscriber Solar program
22 So they're very much two different issues,
23 and ny proposal is that the energy benefits funnel ed
24 by Bl ue Sky custoners be conveyed to deserving
25 grant ees, such as food banks, honel ess shelters,
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et cetera, to a grant program operated fromthe Bl ue

Sky Program And that they're not -- because
they're providing line benefits and system benefits
doesn't nean that the energy benefits can't go to
the Blue Sky grant program

Q What is your reconmendation to the
Conmm ssi on based on your review of the party's
positions?

A | recommend that if Blue Sky funds are
used for this project, that the Conm ssion approve
the creation of a Blue Sky grant programfor the
energy output associated with the solar facility.
The grant should be awarded the same way ot her Bl ue
Sky grants are awarded but with grant recipients
receiving bill credits based on the val ue of the
energy produced fromtheir granted capacity
al | ocati on.

Utah Cl ean Energy recommends that the
energy val ue be based upon the energy value and the
Conmm ssi on- approved Sol ar Subscri ber Program
G ants can be tinme limted but should not |ast |ess
than five years fromthe online date of the solar
facility, with a review prior to the expiration date
of the grant within the Blue Sky docket to determ ne

whet her the current grant program should continue in
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its current form be nodified, or end.

Grants coul d be awarded based on capacity
al l ocations, but bill credits should be allocated
based on either actual generation or estimted
generation. |If there is concern that using
estimated generation may result in granting nore
energy than is produced by the system the program
could limt its grant allocation to a portion of
system capacity, reserving a cushion to protect
rat epayers in the event that the system does not
produce as projected.

Adm ni strative costs should be charged to
the Blue Sky Program and | recomend that the
Conmm ssion set up a technical conference or a Bl ue
Sky work group neeting to receive comments on this
program el enments and design, and conpensation prior
to the online date of the solar facility.

Q Do you have any ot her recomrendations for
t he Conmm ssi on?

A Yes. | recomend that the Conm ssion host
a technical conference on distribution-sited,
non-wires transm ssion alternatives and cost
all ocation issues. Gven that one of the main
objectives of this pilot program-- that one of the

mai n obj ectives of this pilot programis
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1 educational, it would be a m ssed opportunity nZﬁg%(}ll

2 try to learn how to replicate projects wthout

3 stunbling over this critical cost allocation issue.

4 Q Does that conclude your sunmary,

5 surrebuttal testinony and concl usi ons?

6 A Yes. Thank you very much.

7 M5. HAYES: Ms. Wight is now

8 avail abl e for questions.

9 CHAI RMAN LEVAR:  Thank you.

10 Ms. Gardner, do you have any questions for

11 M. Wight?

12 M5. GARDNER. No. Thank you.

13 CHAI RMAN LEVAR. M. d sen, do you?

14 MR, COLSEN: No questions. Thank you.

15 CHAI RVAN LEVAR:  Thank you.

16 M. Jetter?

17 MR JETTER. | have no questions.

18 Thank you.

19 CHAl RVAN LEVAR. M. Sol ander ?

20 EXAM NATI ON

21 BY MR SOLANDER:

22 Q Yes, thank you. Wuld you agree that your

23 proposed grant programis essentially setting up an

24 offsite or virtual net netering progranf?

25 A | would disagree. It's very simlar to
Litigation Services | 800-330-1112

www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG PROCEEDI NGS, DOCKET NO. 16-035-36 - 11/ 30/ 2016

1 your Sol ar Subscri ber Program rage e

2 Q But the energy generated in one area by

3 this project would then by used to of fset usage by

4 ot her parti es.

5 A Just as it is in your Solar Subscriber

6 Program

7 Q Who woul d determ ne who receives the

8 benefits of your grant progranf

9 A The Bl ue Sky Program has a current grant

10 program and |I'm not sure how you decide on the

11 grant recipients, but a nunber of applications are

12 recei ved every year. And the Conpany, | assune,

13 unl ess you have a committee that works with you,

14 determ nes the grant recipients.

15 Q Do you have any idea who you would want to

16 be eligible for this progranf

17 A It could be very simlar to the grant

18 reci pients that you now give. Comunity

19 organi zati ons, schools apply, churches apply, a

20 nunber of different -- and as a conpany, you coul d

21 set up a steering commttee to decide. You know, |

22 think that food banks and, you know, honel ess

23 shelters woul d be an excellent idea.

24 Q So nore adm nistrative costs?

25 A No. Just it's just a matter of
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applying -- just as they do now, they apply for

grants and the Conpany reviews those proposals, and
t hey make a deci sion on who should receive those
grants.

Q Isn't this awfully simlar to a
repackagi ng of the USEP progranf

A No. Do understand the grant programt hat
you currently have for the Blue Sky grant progranf

Q Yes. | participate in it.

A No, the Blue Sky grant program

Q Yes. | participate in the eval uation
phase, so yes.

A | don't see it as a repackaging. | see
that it is a grant program but the conpanies are
not putting the solar on site. You are granting the
energy just as you would through the Subscri ber
Sol ar.

Q How is it then a public benefit to the
Sol ar Energy Storage programif the benefits are
repackaged to benefit a select group of custoners?

A The benefits of this -- the main benefits
of this -- this is a small solar project; it's 650
kilowatts. The main benefits are in the
transm ssion deferral.

Q Are you aware of whether the Conm ssion
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1 has ever previously ordered the Conpany to inplenent
2 a programthat it didn't propose and didn't support
3 and for which the costs are totally specul ative?

4 A I'"'mnot aware. |'ve been involved wth

5 the Blue Sky Programfor a long tinme, and you have
6 done grant prograns for a long tine.

7 MR, SOLANDER: Thank you.

8 CHAI RMAN LEVAR: |Is that all you

9 have, M. Sol ander?
10 MR. SOLANDER: It is. Thank you.
11 CHAI RVAN LEVAR:  Any redirect?
12 M5. HAYES: No. Thank you.
13 CHAI RVAN LEVAR:  Conm ssi oner Wi te,
14 anything for Ms. Wight?

15 COW SSI ONER VHI TE:  You may have

16 described this but | nmay have mssed it.

17 THE WTNESS: It's confusing. |I'm
18 sorry.

19 COW SSI ONER VHI TE: It was hel pful.
20 Wth respect to the output, were you saying you're
21 tal king, |ike, gross generation or talking, like, a
22 net excess based upon what's the generation |eft
23 after the use of the batteries or what's the --
24 THE WTNESS: There are two different
25 i ssues. | would say gross, you would probably do
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sonething for line | osses, to renove |line | osses,

but it would be the gross generation because this
project is providing dual benefits. Energy is a
secondary benefit, whereas the prinmary benefit, as
M. Marx explained, is to reduce the peak | oading on
the grid. And so it's providing that benefit, but
then there's al so an added energy benefit. So it's
just a matter of because you sited that project in a
| ocation, it provides benefits. Just like if you
built a Sol ar Subscriber project in a location that
provided grid benefits, those kilowatt hours woul d
still be available for the Sol ar Subscriber Program

COW SSI ONER VWHI TE: One ot her

guestion -- and | understand you probably don't have
the calculations readily available, but, | nean,
what are we talking about in terns of -- and | know

there's three different concepts. There's the
Schedul e 37 and sone ot her conpensation. |Is there
any kind of rough estimte of what the total

val ue -- based upon your gross generation -- of what

that would be in terns of dollars?

THE WTNESS: | could probably
quickly do it. | looked at the total in ny direct
testinony; | calculated the total output, | believe.

Sophie, if you' re looking at it and you can point ne
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1 to the right page --

2 M5. HAYES: M screen just went to

3 sl eep.

4 THE WTNESS: GCkay. So the PV watts
5 calculator online -- | just did that sinple, online
6 calculation -- that showed the entire system woul d

7 gener ate about 1,118, 000-kilowatt hours a year. And
8 di vide that annual output by 12, and let's see, |et
9 me -- sorry, | have to follow through ny math
10 again -- it would be approxi mately 466-200 kil owatt
11 hour blocks. And | didn't really -- so we would
12 multiply that tines whatever value that the
13 Conmmi ssion determ nes -- the value and the
14 Subscri ber Solar program | think are part of a
15 confidential docket, so | probably shouldn't say
16 that right now -- avoided costs, Schedule 37, |'m
17 not sure where that |ands right now, but you woul d
18 multiply 466 -- if soneone has a cal cul ator they can
19 do this -- times 200 tinmes the different values. So
20 it's not a huge value, but it could provide really
21 meani ngful benefits to organizations in Uah. And
22 it would also align -- | think when people -- |
23 mean, right now the Blue Sky Programis way
24 overpriced, and when we filed our |ast comments, we
25 said if the benefits still flowto the comunity,
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we're okay with it being overpriced. But if the

benefits are not going to flowto the community, |
think we need to reduce the Blue Sky price to maybe

$.50 per kilowatt or block. But, sorry | don't have

the math; | don't have a cal cul ator
COW SSI ONER WHI TE: | guess the
final question is, putting aside, | guess, the

phi | osophi cal benefits versus who should be
entitled, is there anything in your opinion that is
contrary to the Blue Sky Programas witten by | aw,
rule, et cetera, tariff, that would prohibit the use
of the funds for this project?

A For the project? So there's nothing by
law -- and | was involved in the changes that
allowed themto do denonstration projects or do
projects, but it was -- and | guess | failed in not
saying that those benefits should flow to Blue Sky
customers or grant prograns, because the | aw
definitely allows it. It's just a big deviation
fromwhat Blue Sky custoners have supported in the
past .

COMM SSI ONER WHI TE:  Thank you. |
have no further questions.

CHAI RMAN LEVAR:  Conm ssi oner O ark?

COW SSI ONER CLARK:  No questi ons.
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2 CHAl RVAN LEVAR:  Thank you. | don't
3 have anything el se either, so Ms. Hayes?

4 M5. HAYES: No further questions.

5 CHAl RVAN LEVAR:  Thank you,

6 M. Wight.

7 THE WTNESS: Thank you.

8 CHAIl RVAN LEVAR: Ms. Gardner?

9 M5. GARDNER: Before | call ny
10 wtness, would anybody object to ne noving so that
11 my wtness's back isn't to ne during direct?
12 CHAI RVAN LEVAR:  No. | think we've
13 got two chairs right here.

14 KENNETH W LSON,

15 havi ng been first duly sworn to tell the truth, was
16 exam ned and testified as foll ows:

17 EXAM NATI ON

18 BY MS. GARDNER:

19 Q Good norning. WII you please state your
20 name, position, and business address for the record.
21 A My nane is Kenneth Wlson. [|I'm
22 representi ng Western Resource Advocates. [|'man
23 engi neering fellow, and ny office address is 2260
24 Basel i ne Road, Boul der, Col orado.
25 Q Thank you. And M. WIlson, did you file

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



http://www.litigationservices.com

HEARI NG PROCEEDI NGS, DOCKET NO. 16-035-36 - 11/ 30/ 2016

© 00 N o o b~ w N P

N D N D DM DN P P P PP P PP
gag A W N B O © 00 N O 0o b~ w N+ O

. . _ . Page 119
direct testinony as well as your CV in this docket

on Novenber 9, 2016 marked as WRA Exhibit 1.0 and
1.1 respectively?

A Yes, | did.

Q And to the best of your know edge, is
everything in your testinony and CV still true
correct?

A. Yes, it is.

M5. GARDNER:. |1'd |ike to nove the
adm ssion of M. WIlson's testinony and CV into
evidence at this tine.

CHAI RMAN LEVAR:  Thank you. If any
party objects to the notion, please indicate to ne.
And |I'm not seeing any, so the notion is granted.
BY M5. GARDNER

Q M. WIlson, at this tinme, will you pl ease
sumari ze your direct testinony for the Conm ssion?

A Yes. Thank you. Comm ssioners, |'d |ike
to focus on sone technical issues in this case. |
find the proposal by Rocky Mountain Power to be very
solid technically. This is a typical non-wire
solution to a voltage problem and | have been
testifying in Nevada, Col orado, Arizona on simlar
proposals by utilities there. W find these to be

very reasonable first steps for utilities to start
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testing battery storage technology. Wile that
technology is still alittle expensive today, we
believe that within a few years it will be nore

econom cal than typical wired solutions. And you' ve
heard sone testinony about non-wire solutions, but |
will just add to ny testinony on that non-wre
solutions are being |ooked at in states all across
the country. This is not a new solution. These
t echnol ogi es have been in use for five or six years.
Each utility really needs to get sone
experience wwth this technology to see how it works,
how do they manage, how do they operate a battery
storage systemby itself wth solar, with other
di stri buted generation, because each utility system
is different. And | think maybe one
m sperception -- non-wire solutions can sol ve
probl ens that are strictly in the distribution grid;
they don't have to be related to transm ssion. You
can avoid putting in a new transforner at a
substation, you can avoid re-conductoring feeders,
which are totally in the distribution side. So |
don't find it rings true to say that this would
al ways involve an allocation issue because it would
al ways be on the transm ssion side. There are nmany

exanpl es across the country where these non-wres,
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battery storage and sol ar sol utions are being used

at the substation and feeder |evel and have not hi ng
to do with transmssion. So | wanted to clear that
up a bit.

W find this a very good use for STEP
funds. We think that this type of pilot project was
contenpl ated and that the R&D purpose for this is
quite sound. As | nentioned, the Conpany needs to
get experience. |It's |like you have a new type of
car; you need to drive it, you need to drive it on
your roads in your neighborhood to see how it works,
how does it work for you, and that's very inportant.
And as | said, this will be an inportant choice that
the UWility and the Conm ssion needs to have in its
portfolio of solutions for distribution problens,
for transm ssion problens, for mxes of those
problens. And | would hate to see an allocation
i ssue stop a good project |ike this.

| have been involved in R& for 40 years
in a variety of technol ogi es and have eval uated
hundreds of projects, and | would say this is a very
good exanpl e of what we should be pronoting as
choices for utilities.

One other thing that | nention in ny

testinony that | think needs to be added to the
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conversation are the additional benefits that a

battery storage systemcan bring to the custoners in
Utah. Wile the Conpany is proposing this project
strictly to solve a voltage problem as you heard in
testinony earlier today, the battery will only be
used a couple of nonths a year for that purpose.
That | eaves a |arge part of the year available to
use this battery storage systemto solve other
probl ens and essentially to nake noney for the
custoners of Utah. Two exanples of that are energy
shifting. In a nonth like April when there's no
vol tage problem they could use the battery to store
up excess energy at night and then discharge it in
the dayti me when they woul d have had to add
addi ti onal generation into the mx. So that's a
definite econom c advant age.

And the second advantage or exanple is
frequency regulation. The Conpany has to provide a
steady frequency of 60 Hertz 24-hours a day, seven
days a week to the second -- to the mllisecond,
really. And a battery system has been shown to be
very good at hel ping to bal ance the frequency on the
system And what |'msaying is that once the
Conpany | earns how to use this systemto solve the

vol tage problem they can start using the sane
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battery to get econom c benefits for the custoners,

and that will be very inportant for this project;
but nore so in the future, when batteries are nuch
cheaper and will be in the running to repl ace
(i naudi bl e), to replace burning fuel wastefully,
just to do this frequency bal ancing. You can store
the excess energy and ranp the battery up and down
and bal ance the frequency. So there are a |ot of
benefits to this project that | see, and it is
typical of other projects that |'m supporting in
ot her states. Thank you very nuch.

Q Thank you. Does that concl ude your
summary of your direct testinony?

A It does.

Q And did any parties file rebuttal to your
di rect testinony?

A They did not.

Q Do you have any ot her recomrendati on that
you'd like to share with the Comm ssion today?

A I think all of ny recommendations are in
nmy direct testinony.

Q And finally, does that conclude your
summary and concl usi ons?

A. Yes, It does.

MS. GARDNER: M. WIson is now
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avai l abl e for questions fromthe parties as well as

from the Conm ssion.
CHAl RVAN LEVAR:  Thank you.

Ms. Hayes, any questions?
M5. HAYES: No questions. Thank you.
CHAl RVAN LEVAR: Thank you. M.

Jetter?
MR. JETTER | have no questi ons.
CHAl RVAN LEVAR:. M. d sen?
MR. OLSEN: No questions. Thank you.
CHAI RMAN LEVAR: M. Sol ander?
MR, SOLANDER: No questions. Thank
you.

CHAI RVAN LEVAR:  Conmi ssi oner Wi te?
COMM SSI ONER WHI TE: No questi ons.
CHAI RMAN LEVAR:  Thank you.

Comm ssi oner C ark?

COW SSI ONER CLARK: | have a
question or two. If you're conversant enough with
battery technology to take these on, |I'd be grateful

for your thoughts. The additional uses of the
battery capacity that you described, avoiding having
to transmt certain anmounts of energy to that area
because it's been produced and stored and is

avail able in the nonth and days when it's not doing
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1 its primary -- fulfilling its primary purpose -?a?i;IZS
2 that going to affect the longevity of the battery's
3 life in any material way as far as you know? 1In

4 other words, if this battery were used ten nonths a
5 year instead of two, have we reduced the life of the
6 battery by 5 or not at all or 50 percent or --

7 THE WTNESS: That's an excell ent

8 guestion, because this is an issue that utilities

9 and conm ssions and the battery providers are
10 | ooki ng at across the country, and electric vehicles
11 Is a good exanple of this. It turns out that if you
12 use battery storage, for instance, frequency
13 regul ati on, what you're going to do is set it kind
14 of in the half-filled, and sonetinmes you have to
15 store energy because there's too nmuch on the system
16 soneti nes you discharge. |If you keep a battery
17 around the 50 percent charged level, it lasts a |ot
18 | onger than if you deeply discharge and then fully
19 charge. And | don't think that your question on
20 cycles would concern ne. 1'd alnbst say that it's
21 better to use it than to let it sit, because, you
22 know, you'll be letting it sit there fully charged
23 in case you have a problem [|'d really rather see
24 it used in a sensible way, and | would not worry
25 about the cycle issue. | have not see where that
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1 has significantly reduced the life. rage 128
2 COW SSI ONER CLARK:  Thank you.

3 CHAI RMAN LEVAR. | don't have any

4  further questions, so thank you, M. WIson.

5 Anyt hing el se, Ms. Gardner?

6 M5. GARDNER: No. Thank you.

7 CHAI RMAN LEVAR:  Any final matters

8 fromany party?

9 MR. SCLANDER: Rocky Mountai n Power
10 would request that we call Douglas Marx as a
11 rebuttal witness. | have three questions for him
12 just to clarify sone issues that have been raised
13 during this session today.
14 CHAI RMAN LEVAR. We are at a point
15 where | probably ought to give our court reporter a
16 short break, so maybe a five-m nute break and then
17 cone back and do that.
18 MR, SOLANDER: That woul d be great.
19 Thank you.
20 (A brief recess was taken.)
21 CHAIl RVAN LEVAR: M. Sol ander ?
22 MR, SOLANDER: Thank you. We'd like
23 to call Douglas Marx as our rebuttal w tness.
24 CHAl RVAN LEVAR: Ckay. And you're
25 still under oath, M. Marx.
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EXAM NATI ON

BY MR SOLANDER:

Q M. Marx, were you here during
M. Vastag's testinony regarding the Conpany's
process for eval uating whether to nake transm ssion
or distribution |evel decisions?

A Yes, | was.

Q And can you describe for the Conmm ssion's
benefit the process that the Conpany uses to
eval uate where to invest and what type of
I nvestnents to nake?

A Yes. 1'Il give kind of a high |evel
overview, and I'll also answer a question that also
cane up with Comm ssioner Clark earlier, too.

When we | ook at systemissues, we | ook at
it kind of holistic, and we | ook for the |east cost
econom ¢ decision to upgrade that. So we will [ ook
at distribution, transm ssion investnents from an
econom ¢ st andpoi nt.

Two years ago, in 2014, we recognized that
these nontraditional investnments would be com ng
into their owm in the near future, so inside our
decision matrix for all of our planning, that's
actually one of the first line itens our engineers

who are doing the planning are required to | ook at
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is wll a nontraditional solution solve this. So

they |l ook at battery storage, they | ook at issues
like -- we have | ooked at el ectronechani cal battery
systens, which are basically giant gyroscopes that
we can use for frequency regulation, so that's part
of the decision matrix nowin all states to | ook at.
Because as the costs started to cone down -- and as
M. WIson nentioned, they are com ng down very fast
in the battery world -- as the energy densities get
greater, the costs are collapsing fast. So when you
| ook at the decision thing, unless there's a
physi cal conponent to require a conductor to be
changed out, i.e., it's conpletely overl oaded, you
may not do that if you can do sonething else to
relieve that.

So as we | ooked at this whole process, we
have | ooked at this in several concepts. W've
| ooked at these in different states, different
areas, but this is the first project that cane real
cl ose to being a very econom c decision. And it's
actually the first tinme it canme down to be the
| onest first cost for a solution on a system So
again, we're talking here in this aspect about a
radial transm ssion |line that does no other purpose

except to serve ny distribution substation.
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So when you start to say how do | solve

this problem we | ooked at many things. And one of
the alternatives in the testinony was basically
I ncreasi ng anot her substation in the area. So we
can put another substation in, we can expand the
transm ssion line, we can increase the regul ation on
the distribution. So I think when we start to | ook
at a fully optim zed system we |ook at it
holistically and not just say |I've got alittle
problem Do | solve with it the transm ssion
because | know ny allocation |evels are |ower, or do
| do it on distribution because it's a | ower cost.

| think you' ve got to do it on a ful
econom ¢ analysis over the life cycle of the
projects, too. And as | nentioned, the life cycles
are tough because you're | ooking at sonme future
projections. And | know ny estimates are pretty
much wrong as soon as the ink dries on the paper, so
that's kind of the problemyou' re |ooking at when
you're trying to do this kind of planning stuff.

What we believe is with these newer
technol ogi es, the battery technol ogi es,
el ectronechani cal batteries, whether we use
synchrophasors on transm ssion |lines, all of these

cone into play when you're starting to do your
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anal ysis. And how quickly can you put themin and

at what cost can you put themin, and is there a
need to do it. Does that answer that?

MR. SOLANDER: | believe it does.
M. Marx is available for additional questions from
the Commi ssion or the parties.

CHAI RMAN LEVAR.  Thank you. M.
Jetter?

MR. JETTER | don't have any
addi ti onal questi ons.

CHAI RMAN LEVAR: M. O sen?

MR. CLSEN: No additional questions.
Thank you.

CHAI RVAN LEVAR: Ms. Hayes?

M5. HAYES: No questions. Thank you.

CHAl RVAN LEVAR. Ms. Gardner?

M5. GARDNER: Al so no questions.

CHAI RVAN LEVAR:  Conmi ssi oner Wi te?

COMM SSI ONER WHI TE:  No questi ons.
Thanks.

CHAI RMAN LEVAR:  Conmi ssi oner O ark?

COW SSI ONER CLARK:  No questi ons.
Thank you.

CHAI RMAN LEVAR: | don't have

anything further either. Thank you. Anything

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



http://www.litigationservices.com

HEARI NG PROCEEDI NGS, DOCKET NO. 16-035-36 - 11/ 30/ 2016

. Page 131
further fromany party before we adjourn? |[|'m not

1
2 seeing any indication, so we're adjourned. Thank

3 you all.

4 (The hearing concluded at 11:55 a.m)
5
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REPORTER S CERTI FI CATE
STATE OF UTAH )
COUNTY OF SUMM T )

I, Mary R Honigman, a Regi stered
Pr of essi onal Reporter, hereby certify:

THAT t he foregoi ng proceedi ngs were
taken before ne at the tine and place set forth in
t he caption hereof; that the w tness was pl aced
under oath to tell the truth, the whole truth, and
not hi ng but the truth; that the proceedi ngs were
taken down by ne in shorthand and thereafter ny
notes were transcribed through conputer-ai ded
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.

| have subscribed ny nane on this

12t h day of Decenber, 2016.

Mary R Honi gman
Regi stered Professional Reporter
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 1                       PROCEEDINGS

 2                  CHAIRMAN LEVAR:  Good morning.  We're

 3   here for Public Service Commission Docket 16-035-36

 4   in the Matter of the Application of Rocky Mountain

 5   Power to implement programs authorized by the

 6   Sustainable Transportation and Energy Plan Act.

 7   This is the hearing on Phase One of this docket and

 8   as noticed in the schedule.  Why don't we start with

 9   appearances.  For the Utility?

10                  MR. SOLANDER:  Thank you, Chairman

11   LeVar.  Daniel Solander, representing Rocky Mountain

12   Power.  I have with me at counsel table Steve

13   McDougal, who will be one of the Company's witnesses

14   today.

15                  MR. JETTER:  Good morning.  I'm

16   Justin Jetter, and I'm here representing the Utah

17   Division of Public Utilities today.  With me at

18   counsel table is Division witness Bob Davis, and the

19   Division also intends to call David Thomson as an

20   additional witness today.

21                  MR. OLSEN:  Rex Olsen on behalf of

22   the Office of Consumer Services.  And at the table

23   with me is Bela Vastag, and we will also be calling

24   Danny Martinez and Cheryl Murray as well.

25                  CHAIRMAN LEVAR:  Okay.  Thank you.
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 1   Ms. Hayes?

 2                  MS. HAYES:  Good morning.  Sophie

 3   Hayes on behalf of Utah Clean Energy, and we will be

 4   calling Ms. Sarah Wright as our witness.

 5                  CHAIRMAN LEVAR:  Thank you.

 6                  MS. GARDNER:  Good morning.  Jennifer

 7   Gardner representing Western Resource Advocates, and

 8   we will be calling Kenneth Wilson as our witness.

 9                  CHAIRMAN LEVAR:  Thank you.  That

10   appears to be all the appearances we have this

11   morning.  Does anyone have any preliminary matters

12   before we move on with the Utilities presentation?

13   Mr. Solander?

14                  MR. SOLANDER:  I just have a

15   question.  We filed with the application several

16   exhibits that aren't necessarily part of the Phase

17   One proceeding, so I don't know if it's cleaner to

18   enter the application and all of the exhibits into

19   the record or if you would like me to, as we go

20   through, move the exhibits that correspond to the

21   individual witnesses' testimony today.

22                  CHAIRMAN LEVAR:  That might be the

23   cleanest way to go because look around the room and

24   see if any other party wants to weigh in on the

25   issue.  I'm not seeing that anybody has any
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 1   preference, but since we have some testimony that is

 2   not relevant to today's hearing, it might be cleaner

 3   just to introduce them as the witnesses present

 4   them.  Any other preliminary matters?  Okay.

 5   Mr. Solander.

 6                  MR. SOLANDER:  Rocky Mountain Power

 7   would like to call Ian Andrews as its first witness

 8   in support of the Clean Coal Research Projects.

 9                       IAN ANDREWS,

10   having been first duly sworn to tell the truth, was

11            examined and testified as follows:

12                       EXAMINATION

13   BY MR. SOLANDER:

14        Q.   Good morning, Mr. Andrews.

15        A.   Good morning.

16        Q.   Could you please state and spell your name

17   for the record.

18        A.   My name is Ian Andrews.  I-a-n

19   A-n-d-r-e-w-s.

20        Q.   And by whom are you employed?

21        A.   Rocky Mountain Power.  I'm the director of

22   resource development.

23        Q.   And as the directer of resource

24   development, did you prepare and file in this

25   proceeding direct testimony and Exhibit B to the
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 1   Company's application which it titled The Clean Coal

 2   Program?

 3        A.   I did.

 4                  MR. SOLANDER:  At this time, I'd move

 5   that the prefiled testimony of Mr. Andrews and

 6   Exhibit B to the Company's application be moved into

 7   the record.

 8                  CHAIRMAN LEVAR:  I'll ask anyone who

 9   has an objection to that motion to indicate to me.

10   I'm not seeing any, so that motion is granted.

11                  MR. SOLANDER:  And I'd also move the

12   entry of the application into the record as well.

13                  CHAIRMAN LEVAR:  I'll ask if anyone

14   has any opposition to that, and I'm not seeing any

15   so that motion will be granted also.

16   BY MR. SOLANDER:

17        Q.   After you filed the testimony in this

18   proceeding, did you have to opportunity to

19   participate in technical conferences with the

20   parties?

21        A.   We did.  We had a technical conference on

22   October 18 on the two topics we'll discuss today.

23        Q.   And at the end of that technical

24   conference, did you believe that there were any

25   outstanding questions from the parties that have yet
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 1   to be answered?

 2        A.   I believe we answered all the questions

 3   that were asked.

 4        Q.   And have you prepared a summary of your

 5   testimony that you would like to share with the

 6   Commission?

 7        A.   I have.

 8        Q.   Please, proceed.

 9        A.   I apologize for reading this, but I don't

10   want to miss any points.  So pursuant to our STEP

11   legislation, the Company is requesting approval to

12   apply $5 million in STEP funding over a five-year

13   period to investigate, analyze and research clean

14   coal technology.

15             As defined in the legislation, clean coal

16   technology means a technology that may be

17   researched, developed, or used for reducing

18   emissions or the rate of emissions from a thermal

19   electric generating plant that uses coal as a fuel

20   source.  To meet that objective, the Company

21   proposes to allocate these funds across a number of

22   projects that focus on the capture, reduction, and

23   sequestration of carbon dioxide and the reduction of

24   nitrogen oxides, also known as NOx.

25             Funding will go toward these specific
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 1   projects that will be performed or assisted by Utah

 2   universities, Utah technology firms that process

 3   woody waste and CO2 capture technologies that may

 4   result in lower capture costs in comparison to

 5   traditional methods.

 6             The selected projects are intended to meet

 7   multiple objectives.  And these are the four

 8   objectives:  To demonstrate projects that result in

 9   measurable emission reductions; to invest in

10   promising technologies and applications that may

11   advance technologies when fully developed and

12   applied at utility scale that will allow for coal

13   for our generating resources to operate with reduced

14   carbon dioxide emissions; provide funding and

15   opportunities for industry targeted areas of

16   research that can be performed by Utah's

17   universities; and to promote Utah's clean energy

18   technologies.

19             We have seven projects that are proposed

20   under the Clean Coal Research Program.  The two that

21   I'll discuss today -- which were the Phase One

22   projects that we submitted on our October 18

23   meeting -- are the application of a neural network

24   control system at Huntington Unit 2 for the

25   reduction of NOx and the implementation of a utility
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 1   scale demonstration of an alternative for decreasing

 2   NOx emissions without the use of Selective Catalytic

 3   Reduction System, also known as an SCR.  Both of

 4   these projects were presented at our technical

 5   conference on October 18th.

 6             The first project I'd like to discuss

 7   briefly is approximately a $1 million project that

 8   would be applied over the five-year period, and that

 9   is for an advanced neural network control system at

10   Huntington Unit 2.  For this project, it is proposed

11   to install a neural network optimization control

12   system on that unit with the objective of targeting

13   NOx reductions followed by a reduction in other

14   emissions associated with combustion.  Subsequent to

15   this effort will be an additional objective to

16   balance those reductions with unit efficiency

17   improvements.  Along with combustion optimization,

18   there are other plant processes that may benefit

19   from a neural network optimization system.  For this

20   project, the University of Utah will partner with

21   Rocky Mountain Power and the software provider to

22   install, demonstrate, and fundamentally research

23   artificial intelligence technology to improve

24   emissions from this unit.  If successful, this would

25   be applicable to similar boilers at the Hunter and
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 1   Huntington plants.

 2             The second project that we're proposing is

 3   approximately a $1.4 million project for utility

 4   scale demonstration of alternative NOx emission

 5   control technologies.  This particular clean coal

 6   research project is proposed to perform one or more

 7   slipstream or full-scale demonstration tests of one

 8   or more NOx emission control technologies at the

 9   Huntington plant.  The objective of this test

10   program will be to determine if there are one or

11   more emerging NOx control technologies, either on a

12   standalone or combined basis, that could achieve NOx

13   emission rates similar to those expected with an SCR

14   system and at lower cost.  The STEP Clean Coal

15   research monies would be used to fund all or a

16   portion of these NOx emission demonstrations.

17             In order to identify which technologies

18   will be tested, a request for proposal process will

19   be conducted in calendar year 2017.  Criteria that

20   will be used for the technologies will include:  An

21   assessment of whether the technology can be

22   installed at full-scale; previous operational

23   experience; permitting impacts; economics; an

24   assessment of the long-term reliability of the

25   technology; and the ability of the underlying
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 1   technology company to provide commercially viable

 2   performance warranties or guarantees.  Prior to the

 3   distribution of the RFP, a request for information

 4   would be issued to determine levels of interest,

 5   identify technology consolidation or partnering

 6   companies, and prepare a short list of potential

 7   technology providers for the RFP.

 8             So that summarizes the two projects we

 9   have in mind.

10        Q.   Does that conclude your testimony?

11        A.   It does.

12        Q.   Thank you.  Mr. Andrews is available for

13   questions from the Commission or the other parties.

14                  CHAIRMAN LEVAR:  Thank you.

15   Mr. Jetter?

16                  MR. JETTER:  No questions for the

17   Division.  Thank you.

18                  CHAIRMAN LEVAR:  Mr. Olsen?

19                  MR. OLSEN:  No questions from the

20   Office.

21                  CHAIRMAN LEVAR:  Ms. Hayes?

22                  MS. HAYES:  No questions.  Thank you.

23                  CHAIRMAN LEVAR:  Thank you.

24   Ms. Gardner?

25                  MS. GARDNER:  No questions.
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 1                  CHAIRMAN LEVAR:  Commissioner White,

 2   do you have any questions?

 3                  COMMISSIONER WHITE:  I don't now, but

 4   are we going to have an opportunity for potential --

 5   I mean, I guess part of the question with respect to

 6   some of the clean coal technology OMAG costs, I just

 7   want to make sure that we have the right or the

 8   ability if necessary to come back to --

 9                  CHAIRMAN LEVAR:  Is there any

10   objection to keeping the witnesses in the room

11   throughout the hearing if there's any need for

12   further questions?

13                  MR. SOLANDER:  Absolutely not.  Thank

14   you.

15                  CHAIRMAN LEVAR:  Okay.  So do you

16   have any questions at this point?

17                  COMMISSIONER WHITE:  No, I don't.

18   Thanks.

19                  CHAIRMAN LEVAR:  Commissioner Clark?

20                  COMMISSIONER CLARK:  No questions.

21                  CHAIRMAN LEVAR:  I don't either.

22   Thank you, Mr. Andrews.  And if we have questions

23   later, we'll ask you to return.  Mr. Solander?

24                  MR. SOLANDER:  Thank you.  Rocky

25   Mountain Power would call Mr. Douglas Marx in
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 1   support of the Utah Battery and Solar Project.

 2                      DOUGLAS MARX,

 3   having been first duly sworn to tell the truth, was

 4            examined and testified as follows:

 5                       EXAMINATION

 6   BY MR. SOLANDER:

 7        Q.   Good morning.

 8        A.   How are you doing?

 9        Q.   Well, thank you.  Could you please state

10   your name and spell it for the record.

11        A.   Douglas Marx.  D-o-u-g-l-a-s and M-a-r-x.

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

13   capacity?

14        A.   I'm employed by Rocky Mountain Power.  I'm

15   the director of engineering standards and technical

16   services.

17        Q.   And as the director of engineering

18   standards and technical services, did you prepare a

19   testimony and a confidential Exhibit D that were

20   filed in this docket?

21        A.   I did.

22        Q.   Do you have any corrections or additions

23   to your testimony or the exhibit at this time?

24        A.   I do not.

25                  MR. SOLANDER:  I'd like to move the
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 1   admission of Mr. Marx's testimony and confidential

 2   Exhibit D, which was labeled as Solar and Energy

 3   Storage Program.

 4                  CHAIRMAN LEVAR:  I'll ask any party

 5   that objects to that to indicate to me.  I'm not

 6   seeing any so that motion is granted.

 7   BY MR. SOLANDER:

 8        Q.   Thank you.  And, Mr. Marx, did you have

 9   the opportunity to prepare a summary of your

10   testimony that you'd like to share with the

11   Commission today?

12        A.   I did, yes.

13        Q.   Please proceed.

14        A.   Pursuant to the STEP legislation, the

15   Company is requesting authorization to use $5.5

16   million of the STEP funding to install a stationary

17   battery system, to be installed on the 12.5 kilovolt

18   distribution circuits connected to a Company-owned

19   substation in Utah.  In addition, the company

20   proposes to utilize an additional $1.95 million from

21   Blue Sky community funds to install a large-scale,

22   company-owned solar project in conjunction with the

23   battery installation.  The battery storage and solar

24   technology is expected to defer or eliminate the

25   need for traditional capital investments and will
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 1   reduce the loading on the distribution power

 2   transformer, improve voltage conditions, and

 3   mitigate costs associated with connection on the 69

 4   kilovolt bus at the substation.

 5             The program will provide a number of

 6   benefits to the Company's customers, particularly

 7   those in the immediate area of the project.  The

 8   benefits include:  (1)  Reducing load on the

 9   distribution power transformer at the substation,

10   ensuring the voltage in the area does not drop below

11   ANSI standards; (2) providing high-speed reactive

12   power support to ensure load rejection in the area

13   does not impact voltage levels; (3) deferring the

14   need for traditional capital investment in the form

15   of poles and wires; (4) enabling the Company to

16   obtain firsthand operational experience with control

17   algorithms and efficiency levels associated with

18   energy storage and in combination with solar;

19   (5) enabling the Company to become familiar with and

20   utilize innovative technologies to provide customers

21   with solutions to power quality issues; and last,

22   providing an opportunity for the Company to meet

23   requests from its Blue Sky customers for physical

24   "steel in the ground" renewable facilities in the

25   form of solar generation.  The Company anticipates
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 1   that it will implement similar projects in the

 2   future, and its experience with battery storage and

 3   solar will continue to provide dividends by giving

 4   the Company experience with and the opportunity to

 5   implement future projects more efficiently.

 6             There are no limitations or risks to the

 7   applicability or technological feasibility of the

 8   battery/solar solution for this project.  This is a

 9   solution that continues to mature and has been

10   proven in many installations across the country.

11   Due to the lack of operational data available at the

12   time of the project proposal, the only uncertainty

13   with this solution is the total number of operations

14   that will be required of the battery on an annual

15   basis.

16             Since the initial study, Rocky Mountain

17   Power has completed the installation of appropriate

18   metering at the substation, and continuous data will

19   soon be available.  While only limited data is

20   available for 2016, full data will become available

21   during 2017 and beyond, prior to the installation of

22   the battery.  The new metering will provide all of

23   the required data for proper determination of the

24   battery operational metrics.

25             The Company consistently implements
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 1   reliability and power quality enhancements on its

 2   transmission and distribution systems to mitigate

 3   operational and performance problems.  Recognizing

 4   that energy storage and renewable energy will be

 5   major contributors to grid modernization, the

 6   Company has identified a logical location to pilot a

 7   range of technologies -- battery storage and solar,

 8   metering, et cetera.  This project enables us to

 9   correct a voltage issue for our customers in the

10   area using an innovative technology in lieu of

11   traditional infrastructure and concurrently provides

12   a platform to objectively study and enhance the

13   operational performance of a technology that will

14   begin to permeate the system as more renewable and

15   distributed generation systems are connected to the

16   grid now and in the future.

17        Q.   Thank you.  Can you explain what the

18   primary goal of voltage correction measures are?

19        A.   The primary application is to ensure that

20   the voltage levels delivered to our end-use

21   customers fall within the ANSI standards and control

22   standards.  It's the end-use customer where our

23   focus is.  The voltage will change on the system,

24   but we are trying to ensure that the end-use

25   customer gets a good quality voltage.
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 1        Q.   And what would happen if the Company made

 2   engineering decisions on how to achieve that and

 3   other engineering and system balancing decisions

 4   based on how the costs would be allocated?

 5        A.   When we design systems, we do it to

 6   optimize the performance of the system.  If we did

 7   it based on economic allocations, it would lead us

 8   to a less -- a suboptimal -- condition in our design

 9   of our systems.  For example, let's take a voltage

10   problem and do it in the state of Idaho.  In the

11   state of Idaho, our allocation on transmission

12   levels is around 6 percent.  So if I have a voltage

13   problem, I can choose to do a capacitor correction

14   or regulation at either the distribution level or

15   the transmission level.  So if I do it at the

16   distribution level, paying a 600K bar cap bank on a

17   pole is relatively inexpensive.  I take it, I bring

18   that up to the distribution level -- a larger

19   capacitor -- do it on the 12 KUB bus -- it's not

20   much more expensive than doing a pole -- but once I

21   move that to the transmission side of the bus still

22   within the same perimeter of the fence line, I've

23   just increased my cost by about three times in that

24   installation.

25             So what you look at is, if I did it based
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 1   on allocations and used a 6 percent allocation, in

 2   Idaho I'd probably spend money on the high side bus,

 3   because I've got 15 times more money to spend than I

 4   do on the low side bus.  But what that does is it

 5   impacts my capital budgets.  We've got a limited

 6   capital area and it, thus, is going to push the

 7   rates up for all the customers across all of our

 8   service territories in all states we serve.  So when

 9   we design, we look for conditions that economically

10   drive good engineering decisions, not looking at how

11   the allocation drives those engineering decisions.

12                  MR. SOLANDER:  Thank you.  That

13   concludes my questions for Mr. Marx.  He's available

14   for questions from the Commission and the parties.

15                  CHAIRMAN LEVAR:  Thank you.  Mr.

16   Jetter?

17                  MR. JETTER:  No questions.

18                  CHAIRMAN LEVAR:  Thank you.  Mr.

19   Olsen?

20                       EXAMINATION

21   BY MR. OLSEN:

22        Q.   I guess I'd like to just follow up on what

23   I understood the last statement you made.  You said

24   that there are economic considerations that would

25   drive these -- any of these decisions, which makes
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 1   sense, but that those economic decisions are not in

 2   some way tied to the interjurisdictional allocation.

 3   Is that --

 4        A.   That's correct.

 5                  MR. OLSEN:  That's all.  Thank you.

 6                  CHAIRMAN LEVAR:  Thank you.

 7   Ms. Hayes?

 8                  MS. HAYES:  No questions, thanks.

 9                  CHAIRMAN LEVAR:  Thank you.  Ms.

10   Gardner?

11                  MS. GARDNER:  No questions.  Thank

12   you.

13                  CHAIRMAN LEVAR:  Commissioner Clark,

14   do you have anything at this point?

15                  COMMISSIONER CLARK:  No questions.

16                  CHAIRMAN LEVAR:  Commissioner White?

17                  COMMISSIONER WHITE:  The discussion

18   about, you know, allocation, one particular question

19   I had is what is a precise issue driving the need

20   for this voltage support?  And let me tell you what

21   kind of prompted this question.  It was actually

22   from Mr. McDougal's rebuttal testimony where he

23   talks about the missed opportunity to investigate

24   the impact of distributed energy resources on Utah

25   customers.  Help me understand what is actually
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 1   driving the need for this voltage support on this

 2   circuit.

 3                  THE WITNESS:  There's three primary

 4   factors that drive voltage problems.  It's the

 5   impedance of the system -- and that's multiplied by

 6   the length of the line -- and the primary thing is

 7   the current flow on the conductors.  So what you

 8   have is a load condition -- got to be careful; I

 9   don't want to name the substation.  So at the

10   substation, I have a voltage condition that I need

11   to correct because of the load out on the

12   distribution network.  So two ways I can correct

13   that voltage; one is to change my conductors,

14   increase them in size to lower the impedance.  The

15   other one is to reduce the load.  So when you look

16   at the peak levels, they only happen for short

17   periods of time during the year, even though we

18   build our system to handle those, because we don't

19   know when that is going to occur.  With this

20   technology, we can take in a very flexible, dynamic

21   design to just answer the question of when those

22   peaks occur.

23                  When you increase your conductors,

24   you do this based on some forecasts of expected load

25   growth.  So you hear the question, well, let's look
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 1   at the economics of increasing that line because

 2   that line will last for fifty years.  Well, you know

 3   what?  The wire in there will probably last for a

 4   hundred years, but it depends on the load growth of

 5   when I might have to re-conductor that.  So when

 6   this area, if we get some unexpected load growth, I

 7   may be back re-conductoring that sooner than I would

 8   have if I use a scalable, short-term technology that

 9   I can rapidly implement without significant changes.

10                  So the big driver here is the load at

11   the distribution level for short periods of time

12   during the year is creating voltage problems back

13   into the system of the distribution level, power

14   transformer, even on the transmission; it's a ripple

15   effect.  So do I increase my conductors or do I

16   reduce my load?  So we're seeing here that there's a

17   technology we can do at a lower initial cost to hit

18   that for short periods of time in the year.  It's

19   scalable, and we can do that more incrementally over

20   time as load grows or doesn't appear, depending on

21   how good our crystal balls are at the time we make

22   the installation.  Does that help?

23                  COMMISSIONER WHITE:  That helps.

24   Thank you.

25                  COMMISSIONER CLARK:  Can I ask a
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 1   follow-up question or two?  Recognizing that you

 2   don't have a crystal ball, but that you have some

 3   history with the requirements of the particular

 4   distribution system -- or part of your distribution

 5   system -- how often do you expect to call on the

 6   power that's stored, and for how long would it be

 7   called on when you need it?  Just your general sense

 8   of what your expectations might be.

 9                  THE WITNESS:  In this area, there's

10   two times during the year where we see it:  In the

11   dead of winter when we have a lot of heating load

12   and in the middle of summer when we have a lot of

13   cooling load.  And it's going to be for typically

14   anywhere from an hour to four hours per day, for

15   generally 30 to 45 days in each period, depending on

16   local climate conditions at the time we need it.

17                  So with this project, also, what

18   we're looking at is by building the solar next to

19   the battery, we can actually control this to say,

20   okay, what happens in these different "what if"

21   scenarios?  What happens if I get to a point where

22   I've got more generation in a small area than I do

23   have actual load?  Am I able to take that, store it

24   and release it at another time?  So we can do a lot

25   of "what if" scenarios with this technology by
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 1   having control of the two.  So as time goes on and

 2   the load grows, it will change.  It could become

 3   more or less until such time that we do have

 4   significant growth that may require other

 5   technologies to solve those issues.

 6                  COMMISSIONER CLARK:  And given the

 7   solar profile of this area, you expect that in the

 8   winter the system would operate sufficiently or, in

 9   other words, there would be enough regeneration of

10   the batteries to satisfy the needs of --

11                  THE WITNESS:  In the winter

12   condition, it actually works out really good.  The

13   concern of the initial -- we did a fairly small

14   solar installation, so we may have to augment some

15   of that battery charging at night with other

16   resources.  But, like I said, we did this -- we

17   basically put metering up for a very short period of

18   time to give us the granular data so we can make

19   some assumptions to see would this technology work

20   or not.  So as the new metering goes in and we start

21   to see that coming in, we can refine that a little

22   bit tighter.  But I think we're going to be okay

23   with just what we've got for the solar and the

24   install battery that it can take care of that

25   charging for that.  So that local generation will
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 1   get released right back into the immediate area.

 2   There is not enough solar generation there to

 3   permeate back into my system at all.  It will get

 4   consumed there by the local load in one way or the

 5   other.  We're just going to try to shift the peak

 6   from the middle of the day generation to the evening

 7   when the load does occur.

 8                  COMMISSIONER CLARK:  Thank you.  That

 9   concludes my questions.

10                  CHAIRMAN LEVAR:  Anything else for

11   this witness?

12                  MR. JETTER:  No, thank you.

13                  CHAIRMAN LEVAR:  Mr. Solander?

14                  MR. SOLANDER:  Thank you.  Rocky

15   Mountain Power would like to call James Campbell as

16   its third witness.

17                     JAMES CAMPBELL,

18   having been first duly sworn to tell the truth, was

19            examined and testified as follows:

20                       EXAMINATION

21   BY MR. SOLANDER:

22        Q.   Good morning, Mr. Campbell.

23        A.   Good morning.

24        Q.   Could you please state and spell your name

25   for the record?
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 1        A.   James Campbell, J-a-m-e-s C-a-m-p-b-e-l-l.

 2        Q.   And what is your current position with

 3   Rocky Mountain Power?

 4        A.   I'm the legislative policy adviser.

 5        Q.   And as part of your duties as a

 6   legislative policy adviser, did you prepare

 7   testimony and Exhibit E to the application, which is

 8   entitled Gadsby Emissions Curtailment Program?

 9        A.   I did.

10        Q.   Do you have any additions or corrections

11   to that testimony that you would like to make at

12   this time?

13        A.   I do not.

14        Q.   And did you prepare a summary of your

15   testimony that you'd like to share with the

16   Commission?

17        A.   I did.

18        Q.   Please proceed.

19        A.   Thank you.  Pursuant to Senate Bill 115,

20   the Company is requesting approval for up to

21   $500,000 in STEP funding over a five-year period to

22   cover the economic loss of curtailing the operation

23   of Gadsby Power Plant, units 1 through 3, during

24   periods of winter air quality events as defined by

25   the Utah Division of Air Quality.
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 1             The Gadsby Power Plant is located in the

 2   Salt Lake PM2.5 Non-attainment area.  The power

 3   plant will be curtailed after a minimum of 48-hour

 4   notification from the Division Of Air Quality of an

 5   impending air quality event.  An air quality event

 6   is defined as when the Salt Lake non-attainment

 7   areas' ambient air conditions are predicted by DEQ

 8   to be 25 micrograms per cubic meter for PM2.5.

 9             Gadsby units 1 through 3 typically do not

10   operate in the winter.  However, in the last five

11   years, units 1 through 3 have been dispatched in the

12   winter, including during periods of extremely high

13   ambient pollution.  Since the units are only

14   dispatched when they are economic to operate, there

15   is economic impact to not operate.  The Company

16   proposes using a market proxy to determine the

17   replacement of power costs for not operating.  The

18   Company proposes using the Four Corners market hub

19   as the proxy, or if the Commission chooses, market

20   pricing at either the Palo Verde or Mid-C market.

21   If the method of calculating the replacement power

22   is not approved as part of the Gadsby Curtailment

23   Program, then the potential unrecoverable costs

24   would be an unacceptable risk for the Company and

25   would likely not proceed with implementing the
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 1   program.

 2             The Company proposes budgeting a total of

 3   $500,000 for the Gadsby Curtailment Program, and

 4   once the budget is exhausted, the program will end.

 5   If Gadsby is not scheduled to operate during an air

 6   quality event, then no action is taken and there is

 7   no economic loss and no replacement costs will be

 8   requested.  Since Gadsby does not always dispatch in

 9   the winter and air quality events last roughly three

10   weeks a year, it is believed that $500,000 is a

11   sufficient budget to cover the cost of the Gadsby

12   Curtailment Program.

13        Q.   Does that conclude your summary?

14        A.   It does.

15                  MR. SOLANDER:  I move the admission

16   of Mr. Campbell's direct testimony and Exhibit E to

17   the application at this time.

18                  CHAIRMAN LEVAR:  Thank you.  I'll ask

19   anyone who objects to that to indicate to me.  I'm

20   not seeing any, so that motion is granted.

21                  MR. SOLANDER:  Thank you.  Mr.

22   Campbell is available for questions to the parties

23   and the Commission.

24                  CHAIRMAN LEVAR:  Thank you.

25   Mr. Jetter?

0030

 1                  MR. JETTER:  No questions.

 2                  CHAIRMAN LEVAR:  Thank you.  Mr.

 3   Olsen?

 4                  MR. OLSEN:  No questions from the

 5   Office.  Thank you.

 6                  CHAIRMAN LEVAR:  Ms. Hayes?

 7                  MS. HAYES:  No questions.

 8                  CHAIRMAN LEVAR:  Ms. Gardner?

 9                  MS. GARDNER:  No questions.

10                  CHAIRMAN LEVAR:  Commissioner White?

11                  COMMISSIONER WHITE:  Is there any

12   reason or preference between the three; the Four

13   Corners, the Palo Verde, or the Mid-C?  What was, I

14   guess, the rationale for choosing one or the other?

15                  THE WITNESS:  Mr. McDougal addressed

16   this issue in his rebuttal testimony.  Is it okay if

17   I refer to him in that?

18                  COMMISSIONER WHITE:  That's fine.

19   That's all I have.

20                  CHAIRMAN LEVAR:  Commissioner Clark?

21                  COMMISSIONER CLARK:  No questions.

22                  CHAIRMAN LEVAR:  I don't have any.

23   Thank you, Mr. Campbell.

24                  MR. SOLANDER:  Rocky Mountain Power

25   would like to call Mr. Steven McDougal as its final
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 1   witness today.

 2                     STEVEN MCDOUGAL,

 3   having been first duly sworn to tell the truth, was

 4            examined and testified as follows:

 5                       EXAMINATION

 6   BY MR. SOLANDER:

 7        Q.   Good morning, Mr. McDougal.

 8        A.   Good morning.

 9        Q.   Would you please state and spell your name

10   for the record?

11        A.   Yes.  My name is Steven McDougal,

12   S-t-e-v-e-n M-c-d-o-u-g-a-l.

13        Q.   And what is your current position with

14   Rocky Mountain Power?

15        A.   I'm currently employed as the director of

16   revenue requirement.

17        Q.   And as the director of revenue

18   requirement, did you prepare and cause to be filed

19   in this docket supplemental and rebuttal testimony,

20   as well as Attachment 1 to the Company's

21   application, which is the proposed tariff sheets?

22        A.   Yes.

23        Q.   And does your rebuttal testimony contain

24   seven exhibits; is that correct?

25        A.   I believe so.  Let me look real quick.
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 1   Yes.

 2        Q.   Do you have any additions or corrections

 3   to your testimony or the exhibits attached thereto

 4   at this time?

 5        A.   No, I do not.

 6                  MR. SOLANDER:  Thank you.  I'd move

 7   the admission of Attachment 1 to the Company's

 8   application, RMP supplement testimony filed by Steve

 9   McDougal, and RMP rebuttal testimony of Steven

10   McDougal and the exhibits thereto at this time.

11                  CHAIRMAN LEVAR:  Thank you.  I'll ask

12   any party who objects to indicate.  I'm not seeing

13   any, so that motion is granted.

14   BY MR. SOLANDER:

15        Q.   Thank you.  Have you prepared a summary of

16   both your supplemental and rebuttal testimony that

17   you'd like to share today?

18        A.   Yes, I have.  Before we get started, I was

19   thinking I had one exhibit on my direct testimony

20   also.  I attached the Utah STEP Pilot Program

21   instructions, which I believe was an exhibit.  Just

22   when you moved for admission --

23                  MR. SOLANDER:  Thank you for that

24   clarification.  I'd also move the admission that I

25   did not have it tabbed as a separate exhibit.
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 1                  CHAIRMAN LEVAR:  Any objection from

 2   anyone?  I'm not seeing any.  That motion is

 3   granted.

 4                  MR. SOLANDER:  Thank you.

 5        A.   As mentioned, I filed both supplemental

 6   and rebuttal testimony in this proceeding.  I'll

 7   provide a brief summary of both filings.

 8             In my supplemental testimony, I basically

 9   cover three items.  First, I cover the proposed

10   changes in accounting for the Utah Demand Site

11   Management, or DSM programs.  Basically, effective

12   January 1st, 2017, PacifiCorp will begin to defer

13   the monthly DSM expenditures.  Each monthly deferral

14   will carry a ten-year amortization period.  The

15   difference between the DSM expenditures and the

16   amortization expenses related to the deferred DSM

17   expenditures will create a regulatory asset.  That's

18   very similar, almost identical, to how we do all

19   other capital assets.

20             The second item I discuss is the

21   accounting related to the new plant accelerated

22   depreciation fund, which is, that the difference

23   between the customer collections from the surcharge

24   attributable to DSM programs and the monthly

25   amortization expense from the monthly deferred DSM
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 1   expenditures will create a plant accelerated

 2   depreciation fund for a regulatory liability that

 3   may be used to depreciate thermal generation plants

 4   as described in my testimony.

 5             Consistent with the legislation, the

 6   Commission needs to determine that the accelerated

 7   depreciation is in the public interest.  Therefore,

 8   the Company will make a filing with the Commission

 9   requesting the use of the funds and response to

10   environmental regulation or for another purpose the

11   Company believes is in the public interest.  The

12   final authorization to use the funds will come from

13   the Commission.

14             Third, I discuss the Company's proposed

15   STEP accounting and reporting, which I then

16   clarified in my rebuttal testimony.  In my rebuttal

17   testimony, I discussed various issues raised by the

18   DPU, the Office, and the Utah Clean Energy.  My

19   testimony includes a background on the Company

20   decision to propose the Solar and Energy Storage

21   Program as part of STEP.  As mentioned by

22   Mr. Douglas Marx, the Company projects that by 2019

23   the distribution load in the designated area will

24   reach a point that will cause nominal voltage on the

25   transmission lines serving the area of this project
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 1   to drop below the required industry standards.  In

 2   evaluating solutions to this problem, the Company

 3   considered both transmission and distribution fixes.

 4   The Company analyzes all of these investment option

 5   decisions based on total Company results.

 6             Some parties proposed and mentioned

 7   looking at the Utah allocated portions.  But by

 8   looking at the Utah allocated costs as discussed by

 9   the parties, only a portion of the transmission

10   costs would be included in the analysis, creating an

11   incorrect investment comparison that could lead to

12   suboptimal decisions for the Company and its

13   customers.  The Company agrees that the benefits of

14   the Solar and Energy Storage Program should be

15   passed to Utah customers through the EBA.  This will

16   be done similar to the treatment of the Black Cap

17   Solar Program in Oregon, such that Utah will be

18   credited for the market value of the solar

19   production as described in my testimony.  No other

20   adjustments, other than those described above, are

21   needed to give Utah the benefit of the Solar and

22   Energy Storage Program.

23             The second item I discussed was Blue Sky

24   funding.  The Company believes the use of Blue Sky

25   funding should be approved and is consistent with
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 1   the purpose of the Blue Sky Program.  The energy

 2   generated by the solar installation should benefit

 3   all Utah customers and not just select community

 4   organizations.  The administrative costs to create a

 5   grant program that applies credits to customer bills

 6   would require additional funding, including the

 7   creation of a new rate schedule, billing system

 8   modifications, and ongoing program management, none

 9   of which were contemplated or requested in the

10   Company's application.

11             Third, I discuss the Gadsby Emissions

12   Curtailment Program.  I describe the Company's

13   proposed accounting and measurement of the costs

14   associated with the Gadsby Emissions Curtailment

15   Program.  The Company's proposal provides a

16   reasonable, quantifiable, and transparent approach

17   to determining the replacement power costs for the

18   Gadsby Emission Curtailment Program.  This is also

19   consistent with the approach used for Utah's benefit

20   related to the Solar and Energy Storage Program.

21             Fourth, I provided tariff sheet

22   modifications.  And the last item, I provided

23   additional details on the Company's proposed STEP

24   accounting and reporting plan.

25   BY MR. SOLANDER:
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 1        Q.   And did you have a final request and

 2   recommendation?

 3        A.   Yes.  As supported by the Company's

 4   application in this docket, the testimony of the

 5   Company witnesses accompanying the application and

 6   in my testimony, the Company recommends that the

 7   Commission find as follows:  (1)  The Company has

 8   properly evaluated the Solar Energy and Storage

 9   Program; (2) the Company proposed accounting

10   treatment will properly allocate to Utah customers

11   the benefits of the Solar Energy and Storage Program

12   through the EBA; (3) it is appropriate to allow Blue

13   Sky funding for the solar portion of the Solar

14   Energy and Storage Program; (4) it is not

15   appropriate or feasible to establish a grant program

16   to benefit community service organizations based on

17   the kilowatt hours generated by the solar portion of

18   the Solar and Energy Storage Program; (5) the

19   replacement power costs resulting from operation of

20   the Gadsby Emissions Curtailment Program should be

21   calculated using the Four Corners trading market;

22   (6) the various tariff sheets filed with my

23   supplemental testimony reflecting the modifications

24   and needed corrections addressed by the parties are

25   approved; and (7) the Company-proposed reporting
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 1   plan provides all appropriate STEP reporting

 2   information.

 3             The Company further respectfully

 4   recommends the Commission approve all issues under

 5   consideration in Phase 1 of this docket as outlined

 6   in my rebuttal testimony and the application and

 7   testimony of other Company witnesses in this docket.

 8        Q.   Does that conclude your summary?

 9        A.   Yes, it does.

10        Q.   Mr. McDougal, does the Company support the

11   alternative proposal put forth by Ms. Wright on

12   behalf of UCE for creating a creditor grant program

13   with the energy generated by the Solar and Battery

14   Storage Program?

15        A.   No, we do not.

16        Q.   And why not?

17        A.   One, there isn't excess energy, as

18   mentioned by Mr. Marx.  The energy will all be used

19   there locally.  Two, as I mentioned in my summary

20   and my testimony, the solar program is going to

21   benefit all Utah customers, not just select

22   customers, and, therefore, we believe that the

23   benefit should flow to all Utah customers through

24   the EBA by giving them that market benefit.

25        Q.   And my final question, if the Commission
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 1   ordered that the cost of the Solar and Battery

 2   Storage Program were to be system allocated, would

 3   the Company be more or less likely in the future to

 4   pursue distributed generation projects?

 5        A.   Less likely, because what we would be

 6   saying is that those kind of decisions should be

 7   based upon allocations.  And if you look at

 8   allocations, the distributed generation are a

 9   situs-type program, and they're benefiting systems

10   that should be directly allocated to that state.

11                  MR. SOLANDER:  Thank you.  That

12   concludes my questions for Mr. McDougal.  He is

13   available for cross-examination or questions from

14   the Commission.

15                  CHAIRMAN LEVAR:  Thank you.

16   Mr. Jetter?

17                       EXAMINATION

18   BY MR. JETTER:

19        Q.   I've just got a few questions.  Good

20   morning, Mr. McDougal.

21        A.   Good morning.

22        Q.   Just looking at page three of your

23   rebuttal testimony, you described the Solar

24   Generation Program.  Looking at line 64.

25        A.   Okay.
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 1        Q.   You had described it as a program to

 2   "solve the voltage issue on the transmission system

 3   caused by distribution load in the area."  Is that

 4   accurate?

 5        A.   That is correct.

 6        Q.   And is it fair to say that transmission

 7   voltage problems requiring re-conductoring or

 8   upgrades are practically always caused by increased

 9   demand on the distribution system?

10        A.   Yes.  I think that was described by Mr.

11   Marx earlier.

12        Q.   Okay.  And you have said that the

13   investment decision should be made without regard to

14   the allocation model; you should be choosing the

15   lowest cost alternative; is that correct?

16        A.   That is correct.

17        Q.   And would it then be fair to expect the

18   similar protections for Utah customers to the extent

19   that transmission upgrades in other states might be

20   offset by local projects similar to this?

21        A.   I'm not sure I completely understand the

22   question, so I'll try to answer.  If I don't get it

23   right, correct me.  But I think that all of your

24   decisions can be done both ways, and it's just like,

25   you know, a DSM program can help to eliminate
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 1   transmission issues and so can other items.  We

 2   treat those all similar where they are

 3   situs-allocated.

 4        Q.   And I guess my question is, as a

 5   representative looking out to some extent for the

 6   interests of Utah customers, it would be fair then

 7   for Utah customers to expect the Company to make

 8   similar decisions in other states without regard to

 9   allocation?

10        A.   Correct.  And that is what the Company

11   does.  As I mentioned in my testimony, we look at

12   the decisions based upon a total Company view.  We

13   don't say that, in Mr. Marx's example, a

14   transmission upgrade in Idaho where they only get

15   allocated 6 percent, but if they could move

16   43 percent to Utah, you don't want to make that

17   decision based upon how Idaho has allocated the cost

18   and make Utah try to bear additional costs when they

19   make a suboptimal decision.

20             Likewise, we expect that in all states, to

21   look at what's the best for the system.  It's the

22   only way that a combined system is going to be

23   optimized.

24        Q.   I think it would also be fair, probably,

25   in this specific instance to indicate that or to
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 1   reach the conclusion that this particular project is

 2   going to cost Utah customers more than it would were

 3   it system-allocated.  That's accurate, isn't is?

 4        A.   Yes, that is.

 5                  MR. JETTER:  Okay.  That's all of my

 6   questions.  Thank you.

 7                  CHAIRMAN LEVAR:  Thank you.

 8   Mr. Olsen?

 9                       EXAMINATION

10   BY MR. OLSEN:

11        Q.   Thank you.  Good morning, Mr. McDougal.

12        A.   Good morning.

13        Q.   So based on what I understand is the

14   testimony that you have provided -- both you and

15   Mr. Marx -- these kinds of decisions regarding

16   distribution solutions or -- well, I guess what you

17   guys are characterizing as transmission solutions --

18   are not new to the system.  Thousands of miles of

19   both distribution and transmission lines, so these

20   come up more than once, I guess.

21        A.   Yes.

22        Q.   So do you know or are you aware of whether

23   or not you have a breakdown by regulatory

24   jurisdiction about how frequently -- if it's a

25   transmission, a circumstance here -- where it's a
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 1   transmission-related issue where you say it is

 2   driven by distribution when the Company has elected

 3   to make a transmission decision as opposed to a

 4   distribution application as you've done here.  Do

 5   you have any sense of how frequently those two types

 6   of decisions are made?

 7        A.   No, I don't.  That would be -- you know,

 8   the engineering group would look at what is the most

 9   optimal decision, and I don't have any information

10   on that universe of decisions.

11        Q.   You have described some of the processes

12   that you went through here.  Can you just help me

13   understand with a little bit more specificity the

14   factors that go into deciding whether or not you

15   make a distribution decision versus a transmission

16   decision?

17        A.   I'll give it at a high level, because the

18   detailed decisions are not made by me; they're made

19   by the engineering group and the others who really

20   know the system and know what the options are.  But

21   what I do know is they will look at the range of

22   options that are available and choose the one that

23   fixes the problem and does so in the most economical

24   way possible.

25        Q.   And just to -- thank you.  Just to get --
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 1   I want to make sure I understood something in your

 2   summary testimony that you just provided -- you were

 3   saying that consideration of the system allocation

 4   could lead to suboptimal decisions.  Is that what

 5   your concern was?

 6        A.   Yes.

 7        Q.   But that's not necessarily the case, that

 8   it would lead to a suboptimal decision?

 9        A.   As a full system, if everybody were to

10   look at allocations, it would, in my opinion.

11   Because of the examples of -- especially in the

12   smaller states.  If you can choose a decision

13   that -- Idaho is one of our smaller states close to

14   us -- if you can choose a decision that you only get

15   allocated 6 percent as opposed to a hundred percent,

16   Idaho would naturally choose the 6 percent.  And it

17   could lead to suboptimal decisions --

18        Q.   It could.

19        A.   -- if those opportunities arise, which, as

20   described by Mr. Marx, there are those decisions.

21                  MR. OLSEN:  Thank you.  I have no

22   further questions.

23                  CHAIRMAN LEVAR:  Ms. Hayes?

24                  MS. HAYES:  No.  Thank you.

25                  CHAIRMAN LEVAR:  Ms. Gardner?

0045

 1                  MS. GARDNER:  No.  Thank you.

 2                  CHAIRMAN LEVAR:  Any redirect?

 3                       EXAMINATION

 4   BY MR. SOLANDER:

 5        Q.   Just one, quickly.  In that last example

 6   as described by Mr. Olsen, what would happen to

 7   overall system costs if each state made the decision

 8   to sub-optimally assign or sub-optimally solve

 9   problems by creating transmission instead of

10   distribution level investments?

11        A.   It would raise the overall costs, because

12   if the project was in Utah, Utah would only bear

13   43 percent, and 57 percent could get shifted to

14   other states.  But if it's an overall more expensive

15   option for the system, the same thing would happen

16   in Oregon and Wyoming.  They would make these

17   decisions that might cost more, and Utah would have

18   to bear 43 percent of those decisions from the

19   states of Idaho and Oregon and Wyoming.

20                  MR. SOLANDER:  Thank you.

21                  CHAIRMAN LEVAR:  Thank you.  Was

22   there any re-cross, Mr. Jetter?

23                       EXAMINATION

24   BY MR. JETTER:

25        Q.   Just briefly.  Just in relation to that
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 1   question, in this case, can you describe why it

 2   would be unfair to also expect Utah to -- if Utah is

 3   paying a 100 percent of the costs of this, would it

 4   be unreasonable for Utah to expect to retain

 5   100 percent of the benefits if it's also situs

 6   assigned?

 7        A.   That is correct.  As it's described in my

 8   testimony and my summary, we are proposing to do

 9   that through looking at the market value and putting

10   it into the EBA where we say here is the value of

11   this energy that's being produced and give that

12   value to Utah.

13        Q.   And so is it fair to summarize that as

14   meaning that the value that you're looking at is

15   only the output of the solar facility and battery at

16   market rates and not adding any additional value for

17   Utah customers for deferring the expense of upgrade

18   to a facility?

19        A.   Correct.

20                  MR. JETTER:  Okay.  Thank you.

21                  CHAIRMAN LEVAR:  Any other re-cross,

22   Mr. Olsen?

23                  MR. OLSEN:  No.  Thank you.

24                  CHAIRMAN LEVAR:  Ms. Hayes?

25                  MS. HAYES:  No.  Thank you.

0047

 1                  CHAIRMAN LEVAR:  No other re-cross?

 2   Ms. Gardner?

 3                  MS. GARDNER:  No.

 4                  CHAIRMAN LEVAR:   Commissioner White,

 5   any questions for Mr. McDougal?

 6                  COMMISSIONER WHITE:  Just a couple.

 7   To this issue, in terms of allocation, putting aside

 8   the initial question from an engineering perspective

 9   of how to address a problem based upon least cost,

10   et cetera, is there bearing or relationship between

11   a state-driven policy or statute that drives a

12   project?  And does that have any -- is that part of

13   the equation all in terms of how a project is ever

14   allocated?

15                  THE WITNESS:  It's only an issue

16   with -- related to the 2017 protocol, it does talk

17   about state-specific initiatives should be situs

18   allocated to those states starting the initiatives.

19   And that was done within the 2017 protocol largely

20   because of environmental or other restrictions or

21   other programs that -- you know, as a general rule,

22   things and decisions within a state result in those

23   costs being borne by that state, not moved to

24   others.

25                  COMMISSIONER WHITE:  The follow-up
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 1   question, just the one I had for Mr. Marx earlier,

 2   which is is there anything, you know, specific as to

 3   the choice to use the Four Corners pricing hub for

 4   purposes of the replacement power or -- it sounds

 5   like from the testimony that the Company, the

 6   difference between the three -- was there some

 7   reason or rationale driving the decision to choose

 8   Four Corners?

 9                  THE WITNESS:  In talking with our

10   system dispatch and the people who run the system,

11   they said that the market hub that most closely

12   resembles market prices in the state of Utah is Four

13   Corners.  It's the closest proxy; it's the one

14   that's really used a lot for the balancing on this

15   side of the system.

16                  COMMISSIONER WHITE:  I have no

17   further questions.  Thank you.

18                  CHAIRMAN LEVAR:  Commissioner Clark?

19                  COMMISSIONER CLARK:  Thanks.  It

20   seems to me that one of issues in front of us is

21   that we have a relatively new technical approach to

22   an old problem, the problem being the load in the

23   given distribution area creating the need for

24   transmission augmentation.  So one question I have

25   is, I guess, is that -- I mean, tell me if you
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 1   disagree with that characterization but -- assuming

 2   it's roughly accurate, have you used this approach

 3   at other locations in the PacifiCorp system?

 4                  THE WITNESS:  I'm not aware of any

 5   time we have used this approach.  This is more of a

 6   new approach that's available, that by starting it

 7   we're going to gain more information, we're going to

 8   gain experience on how this can benefit and, you

 9   know, if everything works out as what we hope, this

10   is something that could spread.  But it's something

11   that we need to make that initial decision to move

12   forward.  And let's, you know, try to prove out what

13   can be accomplished through this kind of a program.

14                  COMMISSIONER CLARK:  And because of

15   the allocation consequences of this planning

16   decision versus an election to augment the

17   transmission system in some way, I hear in the

18   questions that you have been asked the desire for

19   some kind of confirmation that the same decision

20   rules will apply in other jurisdictions when you've

21   faced this same kind of issue.  What are your

22   feelings about that?  Can you confirm for us that

23   you will continue to be consistent in how you look

24   at deploying this technological approach, assuming

25   that it proves beneficial in this instance?
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 1                  THE WITNESS:  Yes.  You know, as

 2   described by Mr. Marx and others, we're going to

 3   look at all of our decisions based upon what's most

 4   economic and what's best for the area.  And if this

 5   works in other areas of the Company, we would

 6   definitely propose it, if it works out and it's the

 7   most economical.

 8                  COMMISSIONER CLARK:  In your rebuttal

 9   testimony, at line 81, you use the phrase

10   "suboptimal system operating results and increased

11   overall costs."  So my question is, is there an

12   operational element to this, too, that -- in other

13   words, what I think you would view as an improper

14   consideration of the cost allocation consequences in

15   the decision-making process, would that drive

16   suboptimal -- not just increase costs or suboptimal

17   financial results -- but suboptimal operating

18   results?  And I just want to understand what you

19   mean by that phrase.

20                  THE WITNESS:  By operating results,

21   I'm talking about our operating and maintenance

22   expenses, or our expenses as far as how we operate

23   the system.

24                  COMMISSIONER CLARK:  There wouldn't

25   be a reliability risk or some other kind of risk
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 1   that would be also --

 2                  THE WITNESS:  Not that I'm aware of.

 3                  COMMISSIONER CLARK:  -- part of this

 4   equation?

 5                  THE WITNESS:  No.

 6                  COMMISSIONER CLARK:  Those are all my

 7   questions.  Thank you.

 8                  CHAIRMAN LEVAR:  I don't have any

 9   further ones, so thank you, Mr. McDougal.

10   Mr. Solander?

11                  MR. SOLANDER:  That's concludes Rocky

12   Mountain Power's direct case.  Thank you.

13                  CHAIRMAN LEVAR:  Thank you.

14   Mr. Jetter?

15                  MR. JETTER:  Can I request maybe a

16   15-minute recess?

17                  CHAIRMAN LEVAR:  Sure.  We'll

18   reconvene at ten after.  Thank you.

19                  (A brief recess was taken.)

20                  CHAIRMAN LEVAR:  Okay.  We're back on

21   the record.  And I'll just comment to Rocky Mountain

22   Power, in terms of follow-up questions from the

23   Commissioners, we would like to ask Mr. McDougal to

24   remain around for the rest of the hearing, but I'm

25   not sure there's a need for the other Company
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 1   witnesses.  If there's any interest in releasing

 2   those witnesses rather than keeping them for the

 3   whole hearing, we'll let that be your discretion.

 4   And we'll go to Mr. Jetter.

 5                  MR. JETTER:  The Division -- I'm

 6   sorry, are we ready?  The Division would like to

 7   call and have sworn in Mr. Bob Davis.

 8                     ROBERT A. DAVIS,

 9   having been first duly sworn to tell the truth, was

10            examined and testified as follows:

11                       EXAMINATION

12   BY MR. JETTER:

13        Q.   Good morning, Mr. Davis.

14        A.   Good morning.

15        Q.   Would you please state your name and

16   occupation for the record?

17        A.   I'm a utility analyst for the Division of

18   Public Utilities.

19        Q.   Thank you.  In the course of your

20   employment with the Division, and with respect to

21   matters that you have testified to so far in this

22   docket, did you create and cause to be filed with

23   the Commission DPU witness Robert A. Davis direct

24   testimony filed on November 9th, 2016, along with

25   rebuttal testimony filed on November 23rd, 2016?
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 1        A.   Yes.

 2        Q.   Do you have any edits or corrections you'd

 3   like to make to this?

 4        A.   I do not.

 5        Q.   And if you were asked the same questions

 6   that are contained in those prefiled testimonies

 7   today, would your answers be the same?

 8        A.   They would.

 9                  MR. JETTER:  I move at this time to

10   enter into the record direct and rebuttal testimony

11   from DPU witness Robert A. Davis.

12                  CHAIRMAN LEVAR:  If any parties

13   object to that, please indicate to me.  I'm not

14   seeing any, so the motion is granted.

15   BY MR. JETTER:

16        Q.   Thank you.  And, Mr. Davis, have you

17   prepared a brief statement today?

18        A.   I have.

19        Q.   Please go ahead.

20        A.   Good morning.  The Division reviewed the

21   Company's application for implementation of the STEP

22   programs and categories of programs as contained in

23   the Commission's Phase One order in this docket.

24   The Company has presented information about the

25   programs to stakeholders throughout several
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 1   technical conferences and data requests.

 2             After consideration of the proposed

 3   programs, including Phase One of the STEP program,

 4   the Division recommends that the Company be granted

 5   approval of the following:  (1)  Establishing a line

 6   item charge on customer bills for the funding of the

 7   STEP program.  This category also includes

 8   establishing a regulatory liability account to

 9   depreciate thermal generation plant; revising tariff

10   Schedules 193 and 195; revising the Utah Solar

11   Incentive Program (USIP) Schedule 107, which will

12   close the USIP program to new customers at the end

13   of December 2016; and approving implementation of

14   the Company's Electric Vehicle infrastructure

15   incentive program; (2) approval of the Solar and

16   Storage Program; (3) approval of the Gadsby Emission

17   Curtailment Program; (4) approval of the Clean Coal

18   Technology Program for NOx reduction using Neural

19   Networks and Advanced Catalytic Reduction (SCR)

20   applications.

21             The Division recommends that the Company

22   be required to report its progress and actual

23   expenditures on these programs throughout the pilot

24   at least annually through reports and/or technical

25   conferences so the Division and other stakeholders
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 1   have the opportunity to review the STEP initiatives.

 2             The Division recommends the approval of

 3   this phase of the proceeding be subject to the

 4   accounting treatment and reporting requirements as

 5   outlined by the Company through discussions during

 6   the technical conferences, other meetings with the

 7   Company, testimony and exhibits.  Mr. David Thomson

 8   will address the Division's review of the Phase One

 9   accounting treatment of the STEP program and revised

10   tariff sheets that are being recommended for

11   implementation.  Schedule 107 has been revised to

12   end the Utah Solar Incentive Program December 31st,

13   2016.  Tariff Sheet No. 107 has been revised to

14   remove the 2017 Program Incentive Level and

15   Available Capacity.

16             The Company is proposing to correct a

17   transmission voltage issue in Central Utah with a

18   stationary battery storage system along with a solar

19   facility funded entirely by Utah customers through

20   the STEP program.  The battery and solar project

21   will provide valuable training to Company personnel

22   which will provide benefits to all customers as

23   distributed energy resources increase on the system.

24   The Division believes that Company personnel need to

25   gain as much understanding of distributed energy
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 1   resources as possible.  The Division's concern lies

 2   in the benefits spread to all the Company's

 3   customers as a result of avoiding the transmission

 4   system upgrades that would otherwise be allocated

 5   systemwide through the multi-state protocol.  By

 6   using the STEP funds for this project, the Solar and

 7   Storage Program is funded by Utah customers alone.

 8   The Division recommends that at a minimum, the

 9   direct cost savings of the project be retained by

10   Utah customers.  The Division proposes that the

11   benefits flow through the EBA at the market value of

12   the output to the grid.  The Division is also

13   supportive of Utah Clean Energy's request that if

14   funding, in part or full, is used from Blue Sky

15   customers for the solar array, then the Blue Sky

16   Program should receive those same proportions of the

17   net benefits from the system, provided the

18   administrative costs do not outweigh the benefits.

19   Using the EBA as a mechanism for Utah customers to

20   retain the benefits would be easier to administer.

21   Additionally, under the Division's proposal, Blue

22   Sky customers would get a benefit through the EBA

23   adjustment plus knowing Blue Sky funds were used for

24   a renewable project.

25             The Division is supportive of the Office
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 1   of Consumer Services' treatment of Operation,

 2   Maintenance, Administrative and Other (OMAG)

 3   expenses relating to the STEP program.  The Division

 4   does not believe unknown or known OMAG expenses

 5   should be borne by customers to support the pilot

 6   program outside of those covered by the STEP

 7   funding.  The Division supports the Office's

 8   recommendation that OMAG expenses should be

 9   identified during the STEP pilot program and

10   included in STEP funding.  If STEP OMAG expenses are

11   not included in STEP funding, then they should be

12   removed from rates in the next general rate case.

13             In conclusion, the Division recommends

14   that the Commission approve the programs under

15   consideration in Phase One of this proceeding,

16   subject to the proposed reporting requirements,

17   accounting treatment, tariff sheet revisions, and

18   other concerns with the Solar and Storage program

19   and OMAG expense treatment.

20        Q.   Thank you.  I'd like to clarify a few

21   things.  As witnesses from the Company testified

22   earlier today -- and I'd like to clarify the

23   position of the Division with respect to the

24   recommendation for approval of this project -- is

25   it -- was the Division's recommendation to capture
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 1   benefits through the EBA -- let me rephrase that

 2   question.

 3             Does the Division object to the decision

 4   of the Company in this case to build this facility

 5   on the demand side of the system if it's the lowest

 6   cost alternative?

 7        A.   No.

 8        Q.   And can you describe, kind of briefly, why

 9   the Division recommended the EBA treatment?

10        A.   The Division believes that if Utah

11   customers are going to bear the 100 percent of the

12   cost of this, then they should receive the benefits

13   from it.

14        Q.   Okay.  And do you think that the EBA

15   treatment that captures the market value of the

16   kilowatt hours delivered from this project into the

17   system captures the full benefit that is being

18   provided by this project?

19        A.   Probably not.  But based on the

20   information that we have currently, it's probably

21   the best way to do it.

22        Q.   Okay.  And in light of that, is it still

23   the Division's recommendation that the Commission

24   approve this project with the modifications that you

25   have recommended in your brief opening statement?
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 1        A.   Yes.

 2                  MR. JETTER:  Thank you.  I have no

 3   further questions.  And Mr. Davis is available for

 4   questions from other parties or the Commission.

 5                  CHAIRMAN LEVAR:  Thank you.

 6   Mr. Olsen?

 7                  MR. OLSEN:  Thank you.  No.

 8                  CHAIRMAN LEVAR:  Ms. Hayes, any

 9   questions for Mr. Davis?

10                  MS. HAYES:  No.  Thank you.

11                  CHAIRMAN LEVAR:  Thank you.

12   Ms. Gardner?

13                  MS. GARDNER:  No.  Thank you.

14                  CHAIRMAN LEVAR:  Thank you.

15   Mr. Solander?

16                  MR. SOLANDER:  One moment.

17                       EXAMINATION

18   BY MR. SOLANDER:

19        Q.   Just one question, Mr. Davis.  With your

20   recommendation regarding the STEP OMAG coming from

21   the STEP funding, is it your recommendation at the

22   end of the pilot program period that the OMAG would

23   then be in base rates after the five years?

24        A.   No.  I think my position is that any OMAG

25   expenses that are outside of the STEP programs that
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 1   are either known or unknown at this time would not

 2   be included in base rates.

 3        Q.   So you're saying they would not be

 4   collected by the Company after the five-year pilot

 5   program period?

 6        A.   No.  I don't think if the expenses, if

 7   they're outside of the projects, I don't believe

 8   they should be collected.  It's an additional burden

 9   to the customers.

10        Q.   I guess what I'm asking is, is the ongoing

11   OMAG cost -- for instance, of the Solar and Battery

12   Storage program -- will continue after the five-year

13   period?

14        A.   I understand your question better now.

15   Thanks.  Those would probably, in my opinion, would

16   probably be okay to collect those.

17                  MR. SOLANDER:  Thank you.  No further

18   questions.

19                  CHAIRMAN LEVAR:  Any redirect?

20                  MR. JETTER:  No redirect at this

21   time.  Thanks.

22                  CHAIRMAN LEVAR:  Commissioner Clark?

23                  COMMISSIONER CLARK:  No questions.

24                  CHAIRMAN LEVAR:  Commissioner White?

25                  COMMISSIONER WHITE:  One question.
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 1   This question may be more properly addressed by

 2   Mr. Vastag or Martinez, but with respect to the OMAG

 3   costs, if I recall, the Office addressed this

 4   specifically with respect to the Clean Coal

 5   Technology program.  Is it the Division's position

 6   that those are applicable to all STEP OMAG --

 7                  THE WITNESS:  Yes, that would be our

 8   position.

 9                  COMMISSIONER WHITE:  Thanks.  That's

10   all I've got.

11                  CHAIRMAN LEVAR:  A couple of

12   clarifying questions.  First, does the proposed

13   reporting program presented in Mr. McDougal's

14   rebuttal satisfy your concerns with respect to

15   reporting?

16                  THE WITNESS:  I believe so.  I mean,

17   it's kind of dynamic, so we'll see how that goes.

18   But I think it does address -- and our other

19   witness, Mr. David Thomson, will address that a

20   little bit as well.

21                  CHAIRMAN LEVAR:  I'd like to follow

22   up or to ask your thoughts on a question that

23   Commissioner White asked Mr. McDougal earlier.  If

24   you look at the Solar and Battery Storage Project,

25   how would you describe the similarities or
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 1   differences between that project and something, for

 2   example, that were built in another state solely to

 3   satisfy that state's RPS or solely to satisfy a

 4   legislative directive in another state?

 5                  THE WITNESS:  Like, for example, the

 6   Black Cap Solar where it was built specifically to

 7   address the portfolio standard versus this, which is

 8   tackling a transmission problem?

 9                  CHAIRMAN LEVAR:  Yes, for allocation

10   purposes.

11                  THE WITNESS:  They're different.  The

12   weird thing about the solar and storage is it is at

13   the distribution level, but it is correcting a

14   transmission problem.

15                  CHAIRMAN LEVAR:  Okay.  Thank you.  I

16   think that's all I have.

17                  COMMISSIONER CLARK:  Can I ask one

18   more?  And I think you have probably said it

19   somewhere, Mr. Davis, but just to refresh me, the

20   use of the Four Corners price as a reference in

21   relation to the Gadsby replacement power, what is

22   your view of that?  Would you refresh me as to

23   whether or not the Division's position is that's

24   appropriate?

25                  THE WITNESS:  I think we're okay with
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 1   that.  It's based on lower costs, so we made the

 2   assumption that the Company would use the lowest

 3   cost, whether that's Four Corners or one of the

 4   others.

 5                  COMMISSIONER CLARK:  Thanks.  That's

 6   all my questions.

 7                  CHAIRMAN LEVAR:  Thank you, Mr.

 8   Davis.  Mr. Jetter?

 9                  MR. JETTER:  Thank you.  The Division

10   would like to call and have sworn in Mr. David

11   Thomson.

12                      DAVID THOMSON,

13   having been first duly sworn to tell the truth, was

14            examined and testified as follows:

15                       EXAMINATION

16   BY MR. JETTER:

17        Q.   Good morning, Mr. Thomson.  Would you

18   please state your name and occupation for the

19   record?

20        A.   My name is David Thomson.  T-h-o-m-s-o-n.

21   That's without a "P."  And I work for the Division

22   of Public Utilities as a technical consultant.

23        Q.   Thank you.  In the course of your

24   employment, have you had the opportunity to review

25   the filings made by the Company in this docket that
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 1   are relevant to the testimony that you have

 2   prefiled?

 3        A.   I have.

 4        Q.   And did you create and cause to be filed

 5   with the Commission DPU witness David Thomson

 6   Direct, dated November 9th, 2016 along with DPU

 7   Exhibit 2.1 which is also titled Exhibit A?

 8        A.   Yes.

 9        Q.   Do you have any corrections or changes

10   that you would like to make to that?

11        A.   No.

12        Q.   And if you're asked the same questions

13   that were asked and answered in your prefiled direct

14   testimony today, would you have the same answers?

15        A.   Yes.

16                  MR. JETTER:  Thank you.  I'd like to

17   move at this time to enter the direct testimony and

18   Exhibit A or DPU Exhibit 2.1 Direct for Mr. Thomson

19   into the record.

20                  CHAIRMAN LEVAR:  Thank you.  If any

21   party objects to that motion, please indicate to me.

22   I'm not seeing any, so that motion is granted.

23   BY MR. JETTER:

24        Q.   Thank you.  Mr. Thomson, do you have a

25   brief opening statement you'd like to give?
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 1        A.   I do.  Thank you.  Good morning,

 2   Commissioners, and thank you for the opportunity to

 3   summarize the Divisions review of the Company's

 4   proposed STEP accounting and certain proposed STEP

 5   tariff sheets and schedules.

 6             In its direct testimony, the Division

 7   accepted the Company's proposed reporting plan.  In

 8   its rebuttal testimony, Mr. Steven R. McDougal

 9   provided an update on the Company's STEP reporting

10   plan, including the recommended additional reporting

11   requirements supported by the Company.  The Division

12   will accept the reporting plans as outlined in

13   Mr. McDougal's direct testimony and rebuttal

14   testimony.

15             The Division supports the Company's

16   proposal to cancel Schedule 195 and call it Schedule

17   196.  The Division also supports the proposed

18   changes made by the Company to Electric Service

19   Schedules Sheet B.1 and Schedule 80.  In his

20   rebuttal testimony, Mr. McDougal accepted the

21   Division's recommendations that the carrying charge

22   by updated annually.  He also accepted the

23   Division's recommendation that Schedule 195, which

24   is now 196, include the term pilot program and that

25   it make no other program period of five years.  The
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 1   Division knows that these changes were made to the

 2   new proposed Schedule 196.

 3             The Company also, during rebuttal, made a

 4   change to the cost adjustment percentages on

 5   proposed Schedule 196.  They were updated to reflect

 6   the price change on November 1, 2016 per Schedule 94

 7   Energy Balancing Account pilot program.  It appears

 8   to the Division that the revised sheets as discussed

 9   above support the Company's application implementing

10   programs authorized by the STEP.

11             Finally, the overall accounting process

12   proposed by the Company in its implementation of

13   S.B. 115 has been reviewed by the Division.  After

14   review at this time, nothing came to the Division's

15   attention that would indicate the overall accounting

16   process as proposed by the Company as improper or

17   inadequate.  And that concludes my summary.

18                  MR. JETTER:  Thank you.  I have no

19   further questions for Mr. Thomson.  And he's

20   available for questions.

21                  CHAIRMAN LEVAR:  Thank you.

22   Mr. Olsen?

23                  MR. OLSEN:  Nothing at this time.

24   Thank you.

25                  CHAIRMAN LEVAR:  Ms. Hayes?
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 1                  MS. HAYES:  No.  Thank you.

 2                  CHAIRMAN LEVAR:  Ms. Gardner?

 3                  MS. GARDNER:  No questions.

 4                  CHAIRMAN LEVAR:  Mr. Solandar?

 5                  MR. SOLANDER:  No questions.

 6                  CHAIRMAN LEVAR:  Commissioner White,

 7   any questions?

 8                  COMMISSIONER WHITE:  No questions.

 9                  CHAIRMAN LEVAR:  Mr. Clark?

10                  COMMISSIONER CLARK:  No questions.

11                  CHAIRMAN LEVAR:  Thank you,

12   Mr. Thomson.

13                  MR. JETTER:  Those were the only two

14   witness from the Division.  So I guess that

15   concludes our testimony today.

16                  CHAIRMAN LEVAR:  Thank you.

17   Mr. Olsen?

18                  MR. OLSEN:  Thank you.  The Office

19   would like to call Cheryl Murray, please.

20                      CHERYL MURRAY,

21   having been first duly sworn to tell the truth, was

22            examined and testified as follows:

23                       EXAMINATION

24   BY MR. OLSEN:

25        Q.   Could you state your name and business
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 1   address and by whom you're employed?

 2        A.   My name is Cheryl Murray.  My business

 3   address is 160 East 300 South, Salt Lake City, Utah.

 4   I'm a utility analyst with the Office of Consumer

 5   Services.

 6        Q.   Did you file any prefiled testimony in

 7   this docket?

 8        A.   Yes.  On November 9, 2016, I submitted ten

 9   pages of direct testimony.

10        Q.   Are there any changes that you would

11   propose to that testimony at this time?

12        A.   No.

13                  MR. OLSEN:  I would ask then at this

14   time that her direct testimony filed on November 9th

15   be admitted.

16                  CHAIRMAN LEVAR:  If there is any

17   objection to that motion, please indicate to me.

18   I'm not seeing any, so the motion is granted.

19   BY MR. OLSEN:

20        Q.   Thank you.  And what was the purpose of

21   that testimony that you filed?

22        A.   My testimony introduced two other Office

23   witnesses, Bela Vastag and Danny Martinez, and

24   identified the specific areas of Company's filing to

25   be addressed by each of them.  I also addressed some
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 1   of the Company's proposed changes to three tariffs;

 2   Schedule 107, Utah Solar Incentive Program; Schedule

 3   195, Solar Incentive Program Cost Adjustment; and

 4   Schedule 193, Demand Side Management Cost

 5   Adjustment.

 6        Q.   And have you prepared a summary of your

 7   testimony?

 8        A.   Yes.

 9        Q.   Could you please provide that summary?

10        A.   In my direct testimony, I identified

11   necessary corrections or clarifications on tariff

12   sheets 107.4, 107.1, and 195.2.  The Office also

13   noted that the Company's proposed changes to

14   Schedule 195 are so extensive, even including the

15   tariff title, that it amounts to a completely new

16   tariff.  For this reason, as well as ease of

17   reference, over time the Office recommended that the

18   Company should be required to cancel Schedule 195

19   and create a new tariff with a new schedule number

20   for the STEP surcharge tariff.  In the rebuttal

21   testimony of Company witness Steven R. McDougal,

22   filed November 23, 2016, the Company agreed to all

23   of the recommendations made by the Office related to

24   Schedule 107 and Schedule 195, including creating a

25   new tariff, Schedule 196 for the STEP surcharge.
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 1             In addition to the recommendations related

 2   to the tariffs discussed above, the Office also

 3   noted that with the Company's plan to capitalize the

 4   annual DSM cost as a DSM regulatory asset and

 5   amortize them over a ten-year period, a sizable

 6   regulatory asset will likely build up over that

 7   period.  While we did not recommend any

 8   modifications to the DSM accounting provisions

 9   proposed by the Company at this time, we stated that

10   the Office may address this issue in a future

11   proceeding.

12             In his summary, Mr. McDougal asked that

13   the Commission specifically approve the reporting

14   plan presented by the Company.  Office witnesses

15   Mr. Martinez and Mr. Vastag will address reporting

16   in their summaries.  But the Office requests that in

17   its order on Phase One of this docket that the

18   Commission specify that they are not approving

19   reporting related to issues to be heard in Phase

20   Two.

21             That concludes my summary.

22                  MR. OLSEN:  Thank you.  Ms. Murray is

23   available for questions from the parties or the

24   Commission.

25                  CHAIRMAN LEVAR:  Thank you.

0071

 1   Mr. Jetter, do you have any questions?

 2                  MR. JETTER:  No questions.

 3                  CHAIRMAN LEVAR:  Ms. Hayes?

 4                  MS. HAYES:  No questions.  Thank you.

 5                  CHAIRMAN LEVAR:  Ms. Gardner?

 6                  MS. GARDNER:  No questions.  Thank

 7   you.

 8                  CHAIRMAN LEVAR:  Mr. Solander?

 9                  MR. SOLANDER:  No questions.

10                  COMMISSIONER CLARK:  No questions.

11   Thank you.

12                  CHAIRMAN LEVAR:  Commissioner White?

13                  COMMISSIONER WHITE:  No questions.

14   Thank you.

15                  CHAIRMAN LEVAR:  Thank you,

16   Ms. Murray.  Mr.Olsen?

17                  MR. OLSEN:  Thank you.  The Office

18   would now like to call Mr. Danny Martinez and ask

19   that he be sworn.

20                     DANNY MARTINEZ,

21   having been first duly sworn to tell the truth, was

22            examined and testified as follows:

23                       EXAMINATION

24   BY MR. OLSEN:

25        Q.   Mr. Martinez, could you please state your
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 1   name for the record, where you work, and what your

 2   position is?

 3        A.   Yes.  My name is Danny Martinez.  I am a

 4   utility analyst for the Office of Consumer Services.

 5   My business address is 160 East 300 South, Salt Lake

 6   City, Utah 84111.

 7        Q.   And as part of your duties as a utility

 8   analyst, did you have occasion to review the STEP

 9   filing under consideration here today?

10        A.   Yes.

11        Q.   And as part of that, did you file or cause

12   to be filed direct testimony on November 9th, 2016?

13        A.   Yes.

14        Q.   And did you file or cause to be filed

15   rebuttal testimony on November 23rd, 2016?

16        A.   Yes.

17        Q.   Are there any changes that you'd like to

18   make to that testimony at this time?

19        A.   No.

20                  MR. OLSEN:  I would ask that the

21   testimony -- that the direct rebuttal testimony --

22   be admitted at this time.

23                  CHAIRMAN LEVAR:  If any party has an

24   objection, please indicate to me.  I'm not seeing

25   any, so that motion is granted.
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 1   BY MR. OLSEN:

 2        Q.   Thank you.  Mr. Martinez, have you

 3   provided a summary for the Commission at this time?

 4        A.   Yes, I have.

 5        Q.   Could you please proceed?

 6        A.   Yes.  Good morning, Commissioners.  My

 7   testimony addresses the Phase One Clean Coal

 8   projects, related to NOx emissions reduction and the

 9   Gadsby Curtailment program.  Since the Commission's

10   scheduling order allows for live surrebuttal

11   testimony, I will include a brief response to the

12   Company's rebuttal testimony in this summary.

13             With respect to the Phase One Clean Coal

14   projects, the Office raised concerns regarding

15   reporting requirements and OMAG expenses.  In

16   rebuttal testimony, the Company proposed more

17   specific reporting for all of the STEP programs.

18   The company's proposal adequately addresses the

19   Office's concerns regarding reporting requirements

20   and addresses the Office's reporting

21   recommendations.

22             Regarding OMAG expenses, the Office agrees

23   with the Division that those costs need to be

24   identified and quantified and included in the

25   Company's STEP budget.  The Office contends that the
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 1   Company should reserve STEP funds from funds

 2   authorized by the Legislature to be used for OMAG

 3   expenses rather than seek recovery outside of the

 4   STEP line item charge for the years during which

 5   STEP is in place.

 6             With respect to the Gadsby Curtailment

 7   Program, my testimony indicated that Company did not

 8   sufficiently explain how the value of curtailment

 9   replacement power cost is calculated and why the

10   Four Corners hub would be appropriate to use as a

11   market proxy.  I further recommended that the

12   Commission approve the Gadsby Curtailment Program

13   without specifically authorizing the method of

14   calculation for replacement power costs.  Instead,

15   the Office recommended that the Commission require

16   additional supporting information in the annual EBA

17   filing if the Company seeks STEP funds for Gadsby

18   Curtailment in that year.

19             In rebuttal testimony, Mr. McDougal

20   opposed this recommendation.  He indicated that

21   determining actual replacement costs would be

22   burdensome and potentially controversial, and

23   recommended that the Commission approve the use of

24   the formula that he presented and the Four Corners

25   hub as the appropriate market proxy to use in
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 1   replacement cost calculation.  However, Mr. McDougal

 2   also offered to include in future reporting

 3   requirements a justification in a future EBA filing

 4   if the Company proposes to use a different hub in

 5   the future.  He agreed to use a different market hub

 6   as proxy if ordered by the Commission.

 7             My testimony did not oppose the

 8   replacement power cost estimate or the use of a

 9   market proxy; rather, I was concerned that the

10   filing was confusing and did not sufficiently

11   explain the process.  The detailed explanations were

12   all obtained through the discovery process.  To be

13   clear, the Office agrees with Mr. McDougal that the

14   formula provided in response to OCS 3.4 and his

15   rebuttal testimony is a reasonable estimation for

16   curtailment replacement power costs.

17             However, the Office contends that

18   insufficient evidence has been presented in this

19   proceeding to determine the appropriate hub to be

20   used as a market proxy.  Further, it is clear that

21   the Company would like to be able to justify a

22   change in what hub is used if appropriate in future

23   years.  For these reasons, the Office continues to

24   recommend that the Commission require the Company to

25   justify what market should be used as a market proxy
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 1   price if it requests STEP funds to reimburse the

 2   Gadsby curtailment costs in a future EBA proceeding.

 3   To clarify our position, the Office supports the

 4   Commission approving the Gadsby Curtailment Program

 5   and the general method of calculation of replacement

 6   power costs but requests that the issue of the

 7   appropriate hub be addressed in each relevant future

 8   EBA proceeding.

 9             The Office still recommends the Commission

10   require an additional filing requirement for the

11   Company in its annual EBA filing if it seeks STEP

12   funds for Gadsby curtailment in that year.

13             That's the conclusion of my summary.

14                  MR. OLSEN:  Thank you.  Mr. Martinez

15   is available for questions from the parties or the

16   Commission.

17                  CHAIRMAN LEVAR:  Thank you.  Mr.

18   Jetter?

19                  MR. JETTER:  No questions.

20                  CHAIRMAN LEVAR:  Ms. Hayes?

21                  MS. HAYES:  No questions.

22                  CHAIRMAN LEVAR:  Ms. Gardner?

23                  MS. GARDNER:  No questions.  Thank

24   you.

25                  CHAIRMAN LEVAR:  Thank you.
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 1   Mr. Solander?

 2                  MR. SOLANDER:  No questions.

 3                  CHAIRMAN LEVAR:  Commissioner White?

 4                  COMMMISSIONER WHITE:  So my

 5   understanding -- and that was helpful, the

 6   clarification on the curtailment power costs -- is

 7   the Office is not necessarily opposed to using one

 8   of those three -- Mid-C, Four Corners, or Palo

 9   Verde -- it's just that they want to reserve the

10   right to address justification.  It's not that they

11   want to actually use the actual costs; they're okay

12   with the proxy.  They want to be able to address one

13   of those three proxies at the time.

14                  THE WITNESS:  That's correct.  Yes.

15                  CHAIRMAN LEVAR:  Commissioner Clark?

16                  COMMISSIONER CLARK:  I want to

17   express appreciation also for the clarification

18   because I had a few questions that I can eliminate

19   now.  But I am still interested to know or

20   understand better the extent to which the Office

21   specifically objects to Four Corners as the

22   identified market proxy hub.

23                  THE WITNESS:  We didn't -- my intent

24   was not to object specifically to the Four Corners.

25   We just didn't understand why that specific hub was
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 1   chosen over other hubs that could have been.  And so

 2   that was the intent of trying to figure out which

 3   one would be the appropriate hub.  We didn't see

 4   that in the application by the Company, and so we

 5   asked discovery on that, and that's where we got our

 6   response.  In one of the responses, they said it was

 7   just basically a geographical proximity.

 8                  COMMISSIONER CLARK:  Thanks very

 9   much.

10                  CHAIRMAN LEVAR:  Just one follow-up

11   to that.  In your opinion, does that provide

12   sufficient certainty to the utility to make

13   curtailment decisions if there's not certainty on

14   which of the three hubs might be the proxy in the

15   next EBA case?

16                  THE WITNESS:  I think the choice of

17   the hub, given the formula the Company put forth as

18   described in Mr. McDougal's testimony as well as my

19   own, there needs to be a market proxy in place for

20   the calculations to work.  Again, we're not

21   concerned which one it is as long as it's one that

22   is prudent for determining those costs.  I think in

23   my testimony I indicated we would presume that would

24   be the least cost purchase of power that would be

25   used in that calculation.
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 1                  CHAIRMAN LEVAR:  Thank you.  That's

 2   all I have.  Thank you, Mr. Martinez.  Mr. Olsen?

 3                  MR. OLSEN:  Thank you.  The Office

 4   would like to call Mr. Bela Vastag.

 5                       BELA VASTAG,

 6   having been first duly sworn to tell the truth, was

 7           examined and testified as follows:

 8                       EXAMINATION

 9   BY MR. OLSEN:

10        Q.   Mr. Vastag, could you please state your

11   name for the record, your place of employment, and

12   what you do, what your position is?

13        A.   Yes.  My name is Bela Vastag.  I'll spell

14   that for the court reporter.  B-e-l-a, last name

15   V-a-s-t-a-g.  I'm a utility analyst for the Utah

16   Office of Consumer Services, and my business address

17   is here in this building, 160 East 300 South.

18        Q.   And as part of your work as a utility

19   analyst for the Office of Consumer Services, did you

20   have occasion to review the filing under

21   consideration -- the STEP filing under consideration

22   here today?

23        A.   Yes.

24        Q.   And did you file or cause to be filed

25   direct testimony on November 9th, 2016 and rebuttal
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 1   testimony on November 23, 2016 in response to that

 2   filing?

 3        A.   Yes.

 4        Q.   Are there any corrections or revisions

 5   you'd like to make at this time?

 6        A.   I have no changes to my testimony.

 7                  MR. OLSEN:  The Office would move

 8   that those filings be admitted into evidence at this

 9   time.

10                  CHAIRMAN LEVAR:  Thank you.  If

11   anyone objects to that motion, please indicate to

12   me.  And the motion is granted.

13   BY MR. OLSEN:

14        Q.   Mr. Vastag, have you prepared a summary of

15   your testimony?

16        A.   Yes, I have.

17        Q.   Would you please provide the summary now?

18        A.   Yes.  My testimony in this proceeding has

19   addressed the Company's proposed Solar and Energy

20   Storage technology project, which I usually refer to

21   as the solar/battery project.  This project falls

22   under the Innovative Utility Programs section of the

23   Sustainable Transportation and Energy Plan or STEP

24   Act.  So in other words, the solar/battery project

25   is a research and development or an R&D project.
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 1             Research and development projects are not

 2   always successful, and this is a risk that one

 3   assumes when pursuing an R&D project.  However, the

 4   risk is worth taking if this solar battery R&D

 5   project gives the Company some knowledge that will

 6   enable it to provide service to its customers in the

 7   future in a more effective and less costly manner.

 8             Utah ratepayers are funding the entire

 9   solar/battery project.  Therefore, given the

10   inherent risks of an R&D project, the Office

11   believes that the solar/battery project would only

12   be in the interest of Utah ratepayers if the R&D

13   knowledge could be used for the benefit of rate

14   payers in the future.  Unfortunately, the Office

15   sees a barrier to this technology being used in the

16   future.  This barrier is caused by -- the barrier is

17   caused by how the costs of such a project would be

18   allocated.  Because the Company's solar/battery

19   project is on the distribution side of the system,

20   all of the costs would be assigned to Utah even

21   though the project is solving a problem on a

22   transmission line.  The costs associated with

23   transmission assets are allocated among all the

24   states that Rocky Mountain Power's parent company,

25   PacifiCorp, serves.  As described in my written
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 1   testimony, the Utah-allocated costs of a

 2   transmission solution to the transmission line

 3   problem are significantly lower than the

 4   Utah-allocated costs of the solar/battery project.

 5   The solar/battery project that is at issue today

 6   would be funded according to the STEP Act, but in

 7   the future, an implementation of this technology

 8   would have its costs allocated through a different

 9   process, usually a general rate case including a

10   Multi-State Protocol or MSP-type process.

11   Therefore, the Office sees cost allocation as a

12   barrier to the future use of this R&D knowledge

13   because a state jurisdiction may not approve another

14   solar/battery project where all the costs are

15   state-assigned when an alternative transmission

16   based solution would be cheaper because its costs

17   were allocated among all PacifiCorp states.

18             Therefore, the Office does not recommend

19   that the Commission authorize this project unless

20   the Company can propose a solution to this cost

21   allocation problem or this barrier.  This cost

22   allocation method that they would propose or the

23   solution to the cost problem would need to be

24   incorporated in any future implementation of the

25   solar/battery technology.  If the proposed
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 1   solar/battery project is authorized by the

 2   Commission, the Office supports the concept from the

 3   Utah Division of Public Utilities that the value or

 4   benefit of the energy from the solar facility be

 5   credited back to Utah through the EBA.  Also, if the

 6   project is authorized, the Office does not oppose

 7   Utah Clean Energy's proposal for a Blue Sky grant

 8   program based on the output of a Blue Sky funded

 9   solar facility, that is, as long as the energy from

10   the solar facility is valued at the Company's

11   avoided costs and also the costs of running the

12   grant program are charged to the Blue Sky program.

13             That concludes my summary statement.

14                  MR. OLSEN:  Mr. Vastag, as you know,

15   the order allowed for the possibility of live

16   surrebuttal.  Would you like to provide any of that

17   at this time?

18                  THE WITNESS:  Yes.  Today I'd like to

19   respond to Rocky Mountain Power witness Steven R.

20   McDougal.  Mr. McDougal's rebuttal testimony was

21   filed on November 23rd.

22   BY MR. OLSEN:

23        Q.   Thank you.  Would you please proceed then

24   with the surrebuttal?

25        A.   Yes.  In his rebuttal testimony, Mr.
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 1   McDougal states that the Company does not agree with

 2   the Office's approach in evaluating project costs on

 3   a state allocated basis.  He says that the Company

 4   analyzes all transmission and distribution

 5   investment options on a total Company basis.  This

 6   implies that the Company is regularly making

 7   transmission versus distribution investment

 8   decisions, like the one it proposes to make for this

 9   solar/battery project, without consideration of the

10   cost allocation impacts on the various

11   jurisdictions.  This raises a red flag for the

12   Office and indicates that in the future, state

13   jurisdictions need to devote more resources in

14   future rate cases to evaluating the Company's

15   investments and situs assigned distribution assets.

16   Furthermore, going forward, the Company should be

17   required to provide a comprehensive explanation of

18   how decisions are made for both transmission and

19   distribution investments including how it evaluates

20   the tradeoffs between a transmission versus a

21   distribution solution.  This explanation should also

22   explore how these investment decisions distort or do

23   not distort the Multi-State Protocol or MSP

24   allocation process.

25             In another area, if the solar/battery
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 1   project is to be authorized, Mr. McDougal also

 2   states in his rebuttal testimony that the energy

 3   benefits that Utah would receive from the project

 4   should be calculated using the same methodology as

 5   for the Black Cap solar project in Oregon.  However,

 6   the Company does not provide sufficient detail in

 7   this docket for parties to understand how the Black

 8   Cap benefits are calculated and credited back to

 9   Oregon.  If the Commission authorizes this project

10   and approves such a benefit crediting program, the

11   Commission should require the Company to submit a

12   compliance filing.  In this filing, it should show

13   how the Oregon crediting system is done for the

14   Black Cap project and allow parties to submit

15   comments on the Company's filing to ensure that the

16   accounting is done in a way that properly credits

17   Utah ratepayers.

18             Finally, Mr.McDougal implies in his

19   rebuttal testimony that a demand-side management or

20   DSM program could be implemented in an area to solve

21   a transmission line loading problem and notes that

22   DSM program costs are situs assigned.  However, this

23   is not a fair analogy to the proposed solar/battery

24   project because DSM programs reduce load in the

25   state that they are implemented in, which in turn
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 1   reduces the state's share of system costs that are

 2   allocated based on load.

 3             That concludes my surrebuttal testimony.

 4                  MR. OLSEN:  Thank you.  Mr. Vastag is

 5   available for questions from the parties or the

 6   Commission.

 7                  CHAIRMAN LEVAR:  Thank you.

 8   Mr. Jetter, any questions for Mr. Vastag?

 9                  MR. JETTER:  No questions.  Thank

10   you.

11                  CHAIRMAN LEVAR:  Thank you.  Ms.

12   Hayes?

13                  MS. HAYES:  No questions.

14                  CHAIRMAN LEVAR:  Thank you.  Ms.

15   Gardner?

16                  MS. GARDNER:  No questions.  Thank

17   you.

18                  CHAIRMAN LEVAR:  Mr. Solander?

19                       EXAMINATION

20   BY MR. SOLANDER:

21        Q.   Yes.  Thank you.  Good morning, Mr.

22   Vastag.

23        A.   Good morning.

24        Q.   You would agree, wouldn't you, with

25   Mr. Marx's assertion that if the Company is incented
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 1   either way, one way or another, to make system or

 2   situs investments, that it could lead to suboptimal

 3   planning decisions?

 4        A.   There is that possibility, yes.

 5        Q.   Now, let's -- you were here when Mr. Marx

 6   was testifying earlier?

 7        A.   Yes.

 8        Q.   So you heard his hypothetical about the

 9   same exact Solar and Energy Storage project in Idaho

10   instead of in Utah?

11        A.   Yes.

12        Q.   Now, if that project was built on the

13   distribution side in Idaho, would the Office accept

14   if 43 percent of the cost of that project was

15   assigned to Utah and recommended the Company be

16   allowed recovery of 43 percent of the total cost of

17   that project in its next rate case?

18        A.   Well, that hypothetical is really

19   impossible to answer without a lot more detail.

20        Q.   No, that's the exact same project we're

21   presenting today.

22        A.   Well, if there was a process in place as

23   we propose, you know, for future projects, then of

24   course we would agree, because we would have been

25   involved in the process to determine how that would
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 1   work.

 2        Q.   So you're saying that you would support,

 3   in the future, if transmission level and if

 4   distribution investments to solve a transmission

 5   problem were made in Idaho, you would support 43

 6   percent of the cost being assigned to Utah?

 7        A.   Yes.  A good example would be there are

 8   several expensive transmission projects being

 9   proposed in Idaho and Wyoming -- and Utah Gateway

10   comes to mind -- and if there was a less expensive

11   distribution solution, then we would see, you know,

12   merit in postponing or not investing in billions of

13   dollars of transmission, yes.

14                  MR. SOLANDER:  One moment, please.

15   No further questions.  Thank you.

16                  CHAIRMAN LEVAR:  Any redirect?

17                  MR. OLSEN:  Yes, if I may.

18                   REDIRECT EXAMINATION

19   BY MR. OLSEN:

20        Q.    Mr. Vastag, in your response to

21   Mr. Solander's question, you spoke about the

22   process.  Is that a proposed process that the Office

23   is suggesting?  A comprehensive review of all facts

24   and circumstances regarding any of those kinds of

25   decisions that would go on in the future with an
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 1   opportunity to review and evaluate the specific

 2   facts and circumstances of those decisions that are

 3   made in this jurisdiction?

 4        A.   Yes.  I would say that would be the

 5   beginning of the process so we could understand what

 6   the factors are.  And, then, of course, out of that

 7   should come some method or way to handle these

 8   distribution versus transmission decisions where

 9   state allocation is a problem and where a state such

10   as Idaho may not approve a solar/battery project

11   when it's going to shoulder a hundred percent of the

12   costs when its allocated costs would be 6 percent.

13        Q.   And to your knowledge, a robust process as

14   you're describing now is not in existence at this

15   time?

16        A.   No, it's not.  This is new a new area of

17   analysis.

18                  MR. OLSEN:  Thank you.  I have

19   nothing further.

20                  CHAIRMAN LEVAR:  Thank you.  Any

21   recross, Mr. Solander?

22                  MR. SOLANDER:  No.  Thank you.

23                  CHAIRMAN LEVAR:  Commissioner Clark?

24                  COMMISSIONER CLARK:  No questions.

25   Thank you.
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 1                  CHAIRMAN LEVAR:  Commissioner White?

 2                  COMMMISSIONER WHITE:  I want to

 3   circle back on this concept of, I guess, the

 4   compensation for the generation from the solar

 5   panels.  Maybe I'm confusing this, but are you

 6   talking about the gross generation from those panels

 7   or is that netted out for what's utilized for

 8   station power and batteries?

 9                  THE WITNESS:  Honestly, we haven't

10   delved into the details.  We agree on a high level,

11   you know, at a high level on the concept that Utah

12   Clean Energy proposes.  We were just concerned that

13   the value of the grant program may be overvalued if

14   it was based on a retail-type rate.

15                  COMMMISSIONER WHITE:  And the avoided

16   costs, I mean, is that something you would consider

17   just as a, you know, like the Schedule 37 feed in or

18   a Schedule 38 or a separate proceeding to determine

19   whatever the avoided cost of that specific --

20                  THE WITNESS:  I suggested in my

21   testimony since this facility would be of the size

22   that falls under Schedule 37, that we could just use

23   the Schedule 37 as -- simply as the price.

24                  COMMMISSIONER WHITE:  And earlier you

25   were discussing the concept -- I think I heard you
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 1   correctly about, you know, this an R&D project, and

 2   tell me if I'm mischaracterizing this -- is the

 3   concept you were -- is the concept that because

 4   there's going to be lessons learned and potential

 5   intellectual property that flow from this project to

 6   that, if Utah were to pay for that, they should

 7   somehow be able to capture, or is that going to be,

 8   you know, a benefit to all states, and so there

 9   should be some kind of inverse relationship between

10   those two?

11                  THE WITNESS:  No, the concept was R&D

12   projects are unknown whether or not they will work,

13   so if we are going to invest Utah funds, we should

14   at least have the opportunity to use them -- you

15   know, the knowledge of the technology that we've

16   gained from such a project -- to benefit the entire

17   system, to benefit -- if Utah, again, or other

18   jurisdictions, and we're just concerned that if this

19   cost allocation question comes up in other states,

20   they may not approve of such a project and we've

21   lost, you know, the benefit of that knowledge in

22   that case.

23                  COMMMISSIONER WHITE:  One final

24   question.  I asked this -- and Chairman LeVar asked

25   it in a different way earlier -- but I'm wondering
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 1   if you have a position on whether there's a

 2   distinction between this type of project that flows

 3   out of a legislative directive and something like,

 4   for example, an RPS related project from another

 5   state.  Is there a distinction or is that not a

 6   factor in how projects are being allocated within a

 7   system?

 8                  THE WITNESS:  We really didn't

 9   consider it from that perspective.  In my opinion, I

10   think an RPS project would be a different type of

11   RPS related project because it would be a mandated

12   policy related project.  To meet a specific goal

13   and, in this case, the choice of an innovative

14   technology project, there are potentially many

15   candidates for this project; not just this project.

16                  COMMMISSIONER WHITE:  That's all I've

17   got.

18                  CHAIRMAN LEVAR:  I don't have

19   anything, so thank you Mr. Vastag.  Mr. Olsen, do

20   you have any else?

21                  MR. OLSEN:  Nothing further at this

22   time.  Thank you.

23                  CHAIRMAN LEVAR:  Thank you.  I wonder

24   if you could indulge one question I have, follow up

25   for Rocky Mountain Power before we move to Ms.
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 1   Wright's testimony.  While I see that Mr. Campbell

 2   is still in the room, I don't know if this question

 3   is best for him or Mr. McDougal, but I would just

 4   like to ask Rocky Mountain Power if -- based on

 5   Mr. Martinez's clarifications, I think we heard in

 6   his testimony what your position is on the Gadsby

 7   curtailment with respect to certainty if there were

 8   certainty of the use of a proxy, but not certainty

 9   until a following EBA docket of -- which of the

10   three proxies were going to be used.

11                  MR. SOLANDER:  I think

12   Mr. McDougal -- I don't know if you want to re-call

13   him --

14                  CHAIRMAN LEVAR:  He can just answer

15   from the stand.

16                  MR. MCDOUGAL:  I think we would be

17   okay determining the proxy, but what I don't think

18   we would be okay with is making it an issue that we

19   have to re-litigate every EBA.  One of the things we

20   would like is certainty to know that we're using a

21   certain proxy and that not every time it's the

22   lowest of the three and we're not picking and

23   choosing.  We would prefer to have the certainty of

24   a known proxy, and we would prefer for it to be

25   determined in this proceeding.  If it's not, as long
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 1   as it is going to be one proxy and not change every

 2   time, we would be okay with it.

 3                  CHAIRMAN LEVAR:  Thank you.  That

 4   answers my question.  Any other follow-ups while

 5   we're doing this?

 6                  COMMISSIONER CLARK:  I appreciate,

 7   Chairman LeVar, that you've raised this, because I

 8   wanted to pursue the same general subject area.

 9   Could you explain why or what challenges would exist

10   for the Company if the process was simply that when

11   there's a curtailment that you then look to the

12   lowest of, say, the three hubs that have been

13   mentioned -- Mid-C, Four Corners, and Palo Verde --

14   and use the lowest of those at that time?  Are there

15   technical challenges there that I don't -- I'd like

16   to understand if --

17                  THE WITNESS:  No, there are not

18   technical challenges to that.  Because we know the

19   prices of all three, but in reality from a planning

20   perspective and from an actual perspective, what

21   we're saying is let's use a market price hub as the

22   proxy.  If we assume that we're getting the

23   replacement power from Mid-C or from Four Corners, I

24   think we ought to be consistent because the system

25   is going to operate the same.  It's going to pull
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 1   replacement from that same hub all the time.  It's

 2   not going to say, you know, let's always use the

 3   lowest; there's transmission constraints, there's

 4   other issues.  And that's why we believe Four

 5   Corners is the best because of its proximity to the

 6   load that we're using, its proximity to Gadsby.  And

 7   that's why I think we ought to use one hub.  We

 8   shouldn't change back and forth because in reality,

 9   we're not changing the way we serve the load.

10                  COMMISSIONER CLARK:  That helps me

11   understand.  So it's not just a matter of -- I mean,

12   your decision as to where you go for the replacement

13   power isn't going to be driven solely by the prices

14   at the hub.  There's a number of factors that you'll

15   be considering.  Is that what you're saying?

16                  THE WITNESS:  That's correct, because

17   we're continually trading at multiple hubs, not

18   just, you know, at one hub.  And we do it because of

19   constraints of where we can find the power.

20                  COMMISSIONER CLARK:  Thank you.  That

21   concludes my questions.

22                  COMMMISSIONER WHITE:  One final

23   follow-up on that concept.  Is there a reason that

24   the Company couldn't utilize a blended proxy rate?

25   In other words, if there's really no specific -- it
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 1   sounds like in the testimony, there was a choice

 2   between Palo Verde, Mid-C, and Four Corners.  And if

 3   you're looking for consistency, would that be more

 4   complicated or less complicated than just picking

 5   one of those three?

 6                  THE WITNESS:  I had not thought of

 7   that option, but there would not be a lot of

 8   additional complexity.  We would just have to throw

 9   the three prices into a spreadsheet and take a third

10   of each of whatever the proposed methodology is.

11   Like I said, we would like to have it determined

12   ahead of time so that we don't have that fight in

13   every EBA, saying, well, let's use this proxy this

14   year and another proxy the next year.  I don't see

15   there would be a lot of additional work putting all

16   three and taking an average.

17                  COMMMISSIONER WHITE:  That's all the

18   questions I have.

19                  CHAIRMAN LEVAR:  Thank you,

20   Mr. McDougal.  Ms. Hayes?

21                  MS. HAYES:  Thank you.  Utah Clean

22   Energy will call Sarah Wright to the stand, and she

23   needs to be sworn.

24                      SARAH WRIGHT,

25   having been first duly sworn to tell the truth, was
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 1            examined and testified as follows:

 2                       EXAMINATION

 3   BY MS. HAYES:

 4        Q.   Good morning.

 5        A.   Good morning.

 6        Q.   Will you please state your name, position,

 7   and business address for the record?

 8        A.   Certainly.  My name is Sarah Wright.  I'm

 9   the executive director and founder of Utah Clean

10   Energy, which is located at 1014 2nd Avenue, Salt

11   Lake City, Utah 84103.

12        Q.   Is your mike on?

13        A.   I think so.

14        Q.   Did you file direct testimony in this

15   docket on November 9th, 2016 marked as Utah Clean

16   Energy Exhibit 1.0?

17        A.   Yes.

18        Q.   To the best of your knowledge, is

19   everything in your testimony true and correct?

20        A.   Yes.

21                  MS. HAYES:  At this point, I would

22   like to move the admission of this testimony.

23                  CHAIRMAN LEVAR:  Thank you.  Please

24   indicate to me if there's any objection to that

25   motion.  And the motion is granted.

0098

 1   BY MS. HAYES:

 2        Q.   Thank you.  Will you please provide a

 3   summary of your direct testimony?

 4        A.   Yes.  Utah Clean Energy is generally

 5   supportive of Rocky Mountain Power's pilot project

 6   to utilize solar and storage to avoid distribution

 7   and transmission upgrades.  We believe that in

 8   addition to the deferral benefits, the project will

 9   help the Company and others to understand the

10   potential of these technologies.  We support this

11   study to further utilize "non-wires" alternatives

12   and options in transmission and distribution system

13   planning and maintenance.

14             So while Utah Clean Energy is supportive

15   of the project, we offer some recommendations for

16   the Commission's consideration with regard to the

17   solar component of the project.  First, because

18   solar PV is an extremely cost effective resource,

19   there is likely no need to utilize Blue Sky funds to

20   pay for this project.  I have been involved in

21   shaping and the early promotion of the Blue Sky

22   Program since 2001.  And to date, the benefits from

23   the program have flowed to Blue Sky customers or

24   grant recipients that were deemed worthy of the Blue

25   Sky grant project.  The Company's proposal to have
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 1   the benefits flow to all ratepayers is a significant

 2   deviation from the Blue Sky Program.  However,

 3   should the Commission authorize the use of Blue Sky

 4   funds, I recommend that a grant program similar to

 5   the workings of the Solar Subscriber Program be

 6   developed, the main differences being (1) that the

 7   program is funded by Blue Sky funding; (2) that

 8   customers receive a bill credit based upon solar

 9   energy rate as determined in the Solar Subscriber

10   Program, and (3) that the benefits flow to

11   recipients deemed worthy by the Blue Sky grant

12   program, such as food banks, homeless shelters, et

13   cetera.

14             Specifically, I propose that the value of

15   the energy credit established in the Solar

16   Subscriber be utilized as an offset on grant

17   recipients' bills.  And I understand this portion of

18   my proposal was not very clear, so I'll trying to

19   clarify that now before providing live surrebuttal.

20             In my proposal, I gave the example of a

21   200-kilowatt hour monthly block that could be

22   awarded to community service organizations.  And

23   rather than offsetting 200-kilowatt hours of usage

24   directly, a set value for those 200-kilowatt hours,

25   as established in the Solar Subscriber docket, would
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 1   be used to offset the energy portion of a customer's

 2   bills.  So in the Subscriber Solar docket, an energy

 3   value was used as a component of the Solar

 4   Generation Block Charge.  Also included in that

 5   charge was marketing and administrative costs.

 6   Given that my proposal is a grant program, it is not

 7   appropriate to include a credit for those marketing

 8   and administrative charges in the bill credit.  So

 9   my proposal is to compensate grant recipients with

10   an energy value associated with the kilowatt hours

11   generated by the granted capacity of the solar PV

12   facility -- I know this is probably confusing -- as

13   an offset to the energy portion of the grantee's

14   rate as determined by the Solar Subscriber Program.

15             And, finally, in my direct testimony, I

16   made a statement about the importance of using this

17   pilot project as an opportunity to learn about

18   allocating costs associated with distributed or

19   non-wires transmission alternatives across

20   jurisdictional lines.  And that's been a common

21   theme today.

22        Q.   Does that conclude your summary of your

23   direct testimony?

24        A.   Yes.

25        Q.   Did parties file rebuttals to your direct
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 1   testimony?

 2        A.   Yes.  The Division -- yes.  The Division

 3   and the Office did not oppose my proposal for a Blue

 4   Sky grant program and provided additional questions

 5   and recommendations.  The Company does not support

 6   my recommendations.

 7        Q.   Will you review the Division's response to

 8   your proposal?

 9        A.   Yes.  The Division's primary response with

10   regard to the solar facility is that the market

11   value of the energy output flow to Utah ratepayers

12   via the EBA.  This recommendation would ensure that

13   benefits flow to Utah ratepayers.  The Division

14   highlighted some additional details that, if

15   addressed in my proposal, could permit both the

16   Division's and Utah Clean Energy's recommendations

17   to be implemented.

18             First, the Division proposes allocating

19   Blue Sky grants based on capacity rather than

20   energy, then using the actual energy output to

21   allocate bill offsets proportionately to grant

22   recipients.  In a way, customers cannot by credited

23   for more energy than is actually produced by the

24   facility.  This is similar to how the Solar

25   Subscriber is structured for customers with interval
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 1   meters now where customers receive one kilowatt

 2   blocks, and their bills are offset by the actual

 3   energy generated by the solar facility.

 4             Second, the Division proposes that grants

 5   have a limited duration.  The Division notes that

 6   grant recipients under Utah Clean Energy's proposal

 7   are not leveraging their own funds, unlike other

 8   Blue Sky grant recipients, nor are they responsible

 9   for ongoing operations, maintenance, or capital

10   expenses.  The Division proposes the length of the

11   pilot period as the duration of the grant period.

12             Finally, the Division makes some

13   additional comparisons between the Subscriber Solar

14   and Utah Clean Energy's Blue Sky grant program.

15        Q.   Would you please respond as to Division's

16   recommendations?

17        A.   Well, firstly, I sincerely appreciate the

18   Division's thoughtful recommendations on my

19   proposal.  I'm not opposed to allocating grants

20   based upon capacity and offsetting bills based on

21   actual generation.  It is an appropriate way to

22   protect ratepayers from the potential negative

23   impact of granting more energy PV system produces.

24   However, I am concerned that it would increase the

25   administrative burden of the program, and I think
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 1   there's a simple way to decrease administrative

 2   burden while simultaneously avoiding oversubscribing

 3   the PV system.

 4             The grant program could withhold capacity

 5   from the system -- say 10 percent of the PV system

 6   capacity -- thereby providing a cushion to protect

 7   ratepayers in --

 8                  MR. SOLANDER:  Your Honor, I'm going

 9   to object.  This isn't rebutting.  This is direct

10   testimony that wasn't filed as direct testimony.

11   This isn't rebutting any assertion made by the

12   Division.  It's just additional detail that could

13   have been included in Ms. Wright's direct testimony.

14                  CHAIRMAN LEVAR:  Well, let's see if

15   Ms. Hayes wants to respond to the objection.

16                  MS. HAYES:  Well, it's a fair

17   objection.  It is a sincere response to -- I mean, a

18   sincere attempt to respond to the Division's

19   rebuttal testimony.  And I will leave it to the

20   Commission to decide.

21                  CHAIRMAN LEVAR:  Let me ask

22   Mr. Jetter to weigh in on this.

23                  MR. JETTER:  I don't think that the

24   Division has a ton of passion on the nuance of this

25   and, I guess, this is something that I think would
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 1   show up in the surrebuttal potentially, so I don't

 2   think I have any objection to Ms. Wright providing

 3   her proposal to the extent that it's, I guess,

 4   limited to a response to our critique or

 5   suggestions.  I know that's kind of a long-winded

 6   answer, but I suppose my real answer is we don't

 7   object to the question.

 8                  CHAIRMAN LEVAR:  Mr. Olsen or Ms.

 9   Gardner, do either of you have any input or any

10   interest in this objection?

11                  MS. GARDNER:  No, we have nothing to

12   add.

13                  CHAIRMAN LEVAR:  Mr. Olsen?

14                  MR. OLSEN:  I believe that it seems

15   to be a logical consequence of surrebuttal to

16   provide alternatives, so we would not object to the

17   continuation of that.

18                  CHAIRMAN LEVAR:  I think the

19   objection is well noted.  This does tend to seem

20   like the type of thing that generally would be

21   allowed in a written surrebuttal, the kind of thing

22   we typically see, so we'll allow a little more

23   leeway on this issue.  Ms. Wright?

24        A.   Thank you.  So with this cushion, if the

25   PV system -- but if the PV system generates energy
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 1   in excess of the granted energy, then the market

 2   value could flow through the EBA to all ratepayers,

 3   and this would ensure that benefits stay in Utah.

 4             And regarding the Division's

 5   recommendations to set a time limit on the grant,

 6   I'm also not opposed to this recommendation.

 7   However, given that the project will not come online

 8   until 2018, I recommend setting a duration longer

 9   than the STEP pilot period, perhaps five to ten

10   years from the online date of the project, with a

11   review of the grant program scheduled as part of the

12   Blue Sky Program and in determination of whether the

13   program should be continued, continued with

14   modifications, or discontinued.

15   BY MS. HAYES:

16        Q.   Will you please describe the Office's

17   response to your proposal?

18        A.   Yes.  The Office sees merit in the concept

19   of using the output of the Blue Sky funded project

20   for the benefit of the Blue Sky Program instead of

21   for the benefit of all ratepayers.  However, the

22   Office is concerned with the complexity of the

23   program and the potential administrative costs, as

24   well as whether the compensation level is too high.

25   As I indicated before, my initial proposal was not
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 1   clear, and the Office and Division responded as

 2   though I was proposing a kilowatt hour for kilowatt

 3   hour credit as compensation.  The Office proposed

 4   compensation at Schedule 37 avoided cost rates.  The

 5   Office also proposed that administrative costs be

 6   charged to the Blue Sky Program.

 7        Q.   What is your response to the Office's

 8   recommendations?

 9        A.   I support charging the administrative

10   costs to the Blue Sky Program.  And perhaps the

11   simplest and least costly way to administer this

12   program would be an annual bill credit awarded at

13   the beginning of the year based upon the projected

14   energy output associated with the awarded capacity

15   grant.  A credit based on the determined value of

16   the energy could be applied to the grant recipient's

17   bill and thus carried forward every month for which

18   the value remains.  This greatly decreases the

19   administrative burden.  And it may take up to

20   multiple months to use this credit.

21             And with regard to the matter of

22   compensation, there are currently three options

23   before the Commission:  Utah Clean Energy's proposal

24   to use the energy value that was recently

25   established in the Solar Subscriber docket; DPU's
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 1   proposal to use the market value of the solar

 2   output; or OCS's proposal to value using Schedule 37

 3   avoided costs.

 4             Given that the project does not come

 5   online until 2018, if the Commission finds merit in

 6   Utah Clean Energy's recommendation to create a Blue

 7   Sky grant program for the energy output of the solar

 8   facility, I believe there is time to evaluate these

 9   options.

10        Q.   Will you describe the Company's response

11   UCE's proposal?

12        A.   Yes.  Steve McDougal, in his rebuttal

13   testimony, raises two primary concerns.  First, Mr.

14   McDougal argues that the energy generated by the

15   solar facility is not excess generation that can be

16   counted on for use in a grant program because it is

17   needed to reduce loading on the distribution

18   circuit.  Second, Mr. McDougal argues that the grant

19   program will create an administrative burden.

20        Q.   What is your response?

21        A.   With regard to the administrative burden,

22   I believe it is appropriate to charge the Blue Sky

23   Program with the cost of administering this grant

24   program.  The Blue Sky Program already has the

25   infrastructure for managing the grant program, and
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 1   the Subscriber Solar Program already has the billing

 2   infrastructure.

 3             And regarding Mr. McDougal's other

 4   assertion that the PV system is not excess

 5   generation, I accept and applaud that the energy

 6   from the solar PV system will be used in conjunction

 7   with battery storage to provide system benefits to

 8   avoid transmission and distribution upgrades in the

 9   project area.  However, the fact that the energy

10   from the PV system will work in conjunction with

11   batteries to reduce line loading is not mutually

12   exclusive to providing energy benefits to Utah

13   ratepayers through the Blue Sky Program.  I'm not

14   sure if I articulated that well -- is not mutually

15   exclusive to the energy having value for use in the

16   Blue Sky grant Program.

17             If you consider a Subscriber Solar

18   project, if it's built on an area of the system that

19   provides benefits and reduces line loading, that

20   isn't mutually exclusive to providing those energy

21   benefits to the Subscriber Solar program.

22             So they're very much two different issues,

23   and my proposal is that the energy benefits funneled

24   by Blue Sky customers be conveyed to deserving

25   grantees, such as food banks, homeless shelters,
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 1   et cetera, to a grant program operated from the Blue

 2   Sky Program.  And that they're not -- because

 3   they're providing line benefits and system benefits

 4   doesn't mean that the energy benefits can't go to

 5   the Blue Sky grant program.

 6        Q.   What is your recommendation to the

 7   Commission based on your review of the party's

 8   positions?

 9        A.   I recommend that if Blue Sky funds are

10   used for this project, that the Commission approve

11   the creation of a Blue Sky grant program for the

12   energy output associated with the solar facility.

13   The grant should be awarded the same way other Blue

14   Sky grants are awarded but with grant recipients

15   receiving bill credits based on the value of the

16   energy produced from their granted capacity

17   allocation.

18             Utah Clean Energy recommends that the

19   energy value be based upon the energy value and the

20   Commission-approved Solar Subscriber Program.

21   Grants can be time limited but should not last less

22   than five years from the online date of the solar

23   facility, with a review prior to the expiration date

24   of the grant within the Blue Sky docket to determine

25   whether the current grant program should continue in
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 1   its current form, be modified, or end.

 2             Grants could be awarded based on capacity

 3   allocations, but bill credits should be allocated

 4   based on either actual generation or estimated

 5   generation.  If there is concern that using

 6   estimated generation may result in granting more

 7   energy than is produced by the system, the program

 8   could limit its grant allocation to a portion of

 9   system capacity, reserving a cushion to protect

10   ratepayers in the event that the system does not

11   produce as projected.

12             Administrative costs should be charged to

13   the Blue Sky Program, and I recommend that the

14   Commission set up a technical conference or a Blue

15   Sky work group meeting to receive comments on this

16   program, elements and design, and compensation prior

17   to the online date of the solar facility.

18        Q.   Do you have any other recommendations for

19   the Commission?

20        A.   Yes.  I recommend that the Commission host

21   a technical conference on distribution-sited,

22   non-wires transmission alternatives and cost

23   allocation issues.  Given that one of the main

24   objectives of this pilot program -- that one of the

25   main objectives of this pilot program is
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 1   educational, it would be a missed opportunity not to

 2   try to learn how to replicate projects without

 3   stumbling over this critical cost allocation issue.

 4        Q.   Does that conclude your summary,

 5   surrebuttal testimony and conclusions?

 6        A.   Yes.  Thank you very much.

 7                  MS. HAYES:  Ms. Wright is now

 8   available for questions.

 9                  CHAIRMAN LEVAR:  Thank you.

10   Ms. Gardner, do you have any questions for

11   Ms. Wright?

12                  MS. GARDNER:  No.  Thank you.

13                  CHAIRMAN LEVAR:  Mr. Olsen, do you?

14                  MR. OLSEN:  No questions.  Thank you.

15                  CHAIRMAN LEVAR:  Thank you.

16   Mr. Jetter?

17                  MR. JETTER:  I have no questions.

18   Thank you.

19                  CHAIRMAN LEVAR:  Mr. Solander?

20                       EXAMINATION

21   BY MR. SOLANDER:

22        Q.   Yes, thank you.  Would you agree that your

23   proposed grant program is essentially setting up an

24   offsite or virtual net metering program?

25        A.   I would disagree.  It's very similar to
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 1   your Solar Subscriber Program.

 2        Q.   But the energy generated in one area by

 3   this project would then by used to offset usage by

 4   other parties.

 5        A.   Just as it is in your Solar Subscriber

 6   Program.

 7        Q.   Who would determine who receives the

 8   benefits of your grant program?

 9        A.   The Blue Sky Program has a current grant

10   program, and I'm not sure how you decide on the

11   grant recipients, but a number of applications are

12   received every year.  And the Company, I assume,

13   unless you have a committee that works with you,

14   determines the grant recipients.

15        Q.   Do you have any idea who you would want to

16   be eligible for this program?

17        A.   It could be very similar to the grant

18   recipients that you now give.  Community

19   organizations, schools apply, churches apply, a

20   number of different -- and as a company, you could

21   set up a steering committee to decide.  You know, I

22   think that food banks and, you know, homeless

23   shelters would be an excellent idea.

24        Q.   So more administrative costs?

25        A.   No.  Just it's just a matter of
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 1   applying -- just as they do now, they apply for

 2   grants and the Company reviews those proposals, and

 3   they make a decision on who should receive those

 4   grants.

 5        Q.   Isn't this awfully similar to a

 6   repackaging of the USEP program?

 7        A.   No.  Do understand the grant program that

 8   you currently have for the Blue Sky grant program?

 9        Q.   Yes.  I participate in it.

10        A.   No, the Blue Sky grant program.

11        Q.   Yes.  I participate in the evaluation

12   phase, so yes.

13        A.   I don't see it as a repackaging.  I see

14   that it is a grant program, but the companies are

15   not putting the solar on site.  You are granting the

16   energy just as you would through the Subscriber

17   Solar.

18        Q.   How is it then a public benefit to the

19   Solar Energy Storage program if the benefits are

20   repackaged to benefit a select group of customers?

21        A.   The benefits of this -- the main benefits

22   of this -- this is a small solar project; it's 650

23   kilowatts.  The main benefits are in the

24   transmission deferral.

25        Q.   Are you aware of whether the Commission
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 1   has ever previously ordered the Company to implement

 2   a program that it didn't propose and didn't support

 3   and for which the costs are totally speculative?

 4        A.   I'm not aware.  I've been involved with

 5   the Blue Sky Program for a long time, and you have

 6   done grant programs for a long time.

 7                  MR. SOLANDER:  Thank you.

 8                  CHAIRMAN LEVAR:  Is that all you

 9   have, Mr. Solander?

10                  MR. SOLANDER:  It is.  Thank you.

11                  CHAIRMAN LEVAR:  Any redirect?

12                  MS. HAYES:  No.  Thank you.

13                  CHAIRMAN LEVAR:  Commissioner White,

14   anything for Ms. Wright?

15                  COMMISSIONER WHITE:  You may have

16   described this but I may have missed it.

17                  THE WITNESS:  It's confusing.  I'm

18   sorry.

19                  COMMISSIONER WHITE:  It was helpful.

20   With respect to the output, were you saying you're

21   talking, like, gross generation or talking, like, a

22   net excess based upon what's the generation left

23   after the use of the batteries or what's the --

24                  THE WITNESS:  There are two different

25   issues.  I would say gross, you would probably do
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 1   something for line losses, to remove line losses,

 2   but it would be the gross generation because this

 3   project is providing dual benefits.  Energy is a

 4   secondary benefit, whereas the primary benefit, as

 5   Mr. Marx explained, is to reduce the peak loading on

 6   the grid.  And so it's providing that benefit, but

 7   then there's also an added energy benefit.  So it's

 8   just a matter of because you sited that project in a

 9   location, it provides benefits.  Just like if you

10   built a Solar Subscriber project in a location that

11   provided grid benefits, those kilowatt hours would

12   still be available for the Solar Subscriber Program.

13                  COMMISSIONER WHITE:  One other

14   question -- and I understand you probably don't have

15   the calculations readily available, but, I mean,

16   what are we talking about in terms of -- and I know

17   there's three different concepts.  There's the

18   Schedule 37 and some other compensation.  Is there

19   any kind of rough estimate of what the total

20   value -- based upon your gross generation -- of what

21   that would be in terms of dollars?

22                  THE WITNESS:  I could probably

23   quickly do it.  I looked at the total in my direct

24   testimony; I calculated the total output, I believe.

25   Sophie, if you're looking at it and you can point me
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 1   to the right page --

 2                  MS. HAYES:  My screen just went to

 3   sleep.

 4                  THE WITNESS:  Okay.  So the PV watts

 5   calculator online -- I just did that simple, online

 6   calculation -- that showed the entire system would

 7   generate about 1,118,000-kilowatt hours a year.  And

 8   divide that annual output by 12, and let's see, let

 9   me -- sorry, I have to follow through my math

10   again -- it would be approximately 466-200 kilowatt

11   hour blocks.  And I didn't really -- so we would

12   multiply that times whatever value that the

13   Commission determines -- the value and the

14   Subscriber Solar program I think are part of a

15   confidential docket, so I probably shouldn't say

16   that right now -- avoided costs, Schedule 37, I'm

17   not sure where that lands right now, but you would

18   multiply 466 -- if someone has a calculator they can

19   do this -- times 200 times the different values.  So

20   it's not a huge value, but it could provide really

21   meaningful benefits to organizations in Utah.  And

22   it would also align -- I think when people -- I

23   mean, right now the Blue Sky Program is way

24   overpriced, and when we filed our last comments, we

25   said if the benefits still flow to the community,
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 1   we're okay with it being overpriced.  But if the

 2   benefits are not going to flow to the community, I

 3   think we need to reduce the Blue Sky price to maybe

 4   $.50 per kilowatt or block.  But, sorry I don't have

 5   the math; I don't have a calculator.

 6                  COMMISSIONER WHITE:  I guess the

 7   final question is, putting aside, I guess, the

 8   philosophical benefits versus who should be

 9   entitled, is there anything in your opinion that is

10   contrary to the Blue Sky Program as written by law,

11   rule, et cetera, tariff, that would prohibit the use

12   of the funds for this project?

13        A.   For the project?  So there's nothing by

14   law -- and I was involved in the changes that

15   allowed them to do demonstration projects or do

16   projects, but it was -- and I guess I failed in not

17   saying that those benefits should flow to Blue Sky

18   customers or grant programs, because the law

19   definitely allows it.  It's just a big deviation

20   from what Blue Sky customers have supported in the

21   past.

22                  COMMISSIONER WHITE:  Thank you.  I

23   have no further questions.

24                  CHAIRMAN LEVAR:  Commissioner Clark?

25                  COMMISSIONER CLARK:  No questions.
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 1   Thank you.

 2                  CHAIRMAN LEVAR:  Thank you.  I don't

 3   have anything else either, so Ms. Hayes?

 4                  MS. HAYES:  No further questions.

 5                  CHAIRMAN LEVAR:  Thank you,

 6   Ms. Wright.

 7                  THE WITNESS:  Thank you.

 8                  CHAIRMAN LEVAR:  Ms. Gardner?

 9                  MS. GARDNER:  Before I call my

10   witness, would anybody object to me moving so that

11   my witness's back isn't to me during direct?

12                  CHAIRMAN LEVAR:  No.  I think we've

13   got two chairs right here.

14                     KENNETH WILSON,

15   having been first duly sworn to tell the truth, was

16            examined and testified as follows:

17                       EXAMINATION

18   BY MS. GARDNER:

19        Q.   Good morning.  Will you please state your

20   name, position, and business address for the record.

21        A.   My name is Kenneth Wilson.  I'm

22   representing Western Resource Advocates.  I'm an

23   engineering fellow, and my office address is 2260

24   Baseline Road, Boulder, Colorado.

25        Q.   Thank you.  And Mr. Wilson, did you file
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 1   direct testimony as well as your CV in this docket

 2   on November 9, 2016 marked as WRA Exhibit 1.0 and

 3   1.1 respectively?

 4        A.   Yes, I did.

 5        Q.   And to the best of your knowledge, is

 6   everything in your testimony and CV still true

 7   correct?

 8        A.   Yes, it is.

 9                  MS. GARDNER:  I'd like to move the

10   admission of Mr. Wilson's testimony and CV into

11   evidence at this time.

12                  CHAIRMAN LEVAR:  Thank you.  If any

13   party objects to the motion, please indicate to me.

14   And I'm not seeing any, so the motion is granted.

15   BY MS. GARDNER:

16        Q.   Mr. Wilson, at this time, will you please

17   summarize your direct testimony for the Commission?

18        A.   Yes.  Thank you.  Commissioners, I'd like

19   to focus on some technical issues in this case.  I

20   find the proposal by Rocky Mountain Power to be very

21   solid technically.  This is a typical non-wire

22   solution to a voltage problem, and I have been

23   testifying in Nevada, Colorado, Arizona on similar

24   proposals by utilities there.  We find these to be

25   very reasonable first steps for utilities to start

0120

 1   testing battery storage technology.  While that

 2   technology is still a little expensive today, we

 3   believe that within a few years it will be more

 4   economical than typical wired solutions.  And you've

 5   heard some testimony about non-wire solutions, but I

 6   will just add to my testimony on that non-wire

 7   solutions are being looked at in states all across

 8   the country.  This is not a new solution.  These

 9   technologies have been in use for five or six years.

10             Each utility really needs to get some

11   experience with this technology to see how it works,

12   how do they manage, how do they operate a battery

13   storage system by itself with solar, with other

14   distributed generation, because each utility system

15   is different.  And I think maybe one

16   misperception -- non-wire solutions can solve

17   problems that are strictly in the distribution grid;

18   they don't have to be related to transmission.  You

19   can avoid putting in a new transformer at a

20   substation, you can avoid re-conductoring feeders,

21   which are totally in the distribution side.  So I

22   don't find it rings true to say that this would

23   always involve an allocation issue because it would

24   always be on the transmission side.  There are many

25   examples across the country where these non-wires,
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 1   battery storage and solar solutions are being used

 2   at the substation and feeder level and have nothing

 3   to do with transmission.  So I wanted to clear that

 4   up a bit.

 5             We find this a very good use for STEP

 6   funds.  We think that this type of pilot project was

 7   contemplated and that the R&D purpose for this is

 8   quite sound.  As I mentioned, the Company needs to

 9   get experience.  It's like you have a new type of

10   car; you need to drive it, you need to drive it on

11   your roads in your neighborhood to see how it works,

12   how does it work for you, and that's very important.

13   And as I said, this will be an important choice that

14   the Utility and the Commission needs to have in its

15   portfolio of solutions for distribution problems,

16   for transmission problems, for mixes of those

17   problems.  And I would hate to see an allocation

18   issue stop a good project like this.

19             I have been involved in R&D for 40 years

20   in a variety of technologies and have evaluated

21   hundreds of projects, and I would say this is a very

22   good example of what we should be promoting as

23   choices for utilities.

24             One other thing that I mention in my

25   testimony that I think needs to be added to the
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 1   conversation are the additional benefits that a

 2   battery storage system can bring to the customers in

 3   Utah.  While the Company is proposing this project

 4   strictly to solve a voltage problem, as you heard in

 5   testimony earlier today, the battery will only be

 6   used a couple of months a year for that purpose.

 7   That leaves a large part of the year available to

 8   use this battery storage system to solve other

 9   problems and essentially to make money for the

10   customers of Utah.  Two examples of that are energy

11   shifting.  In a month like April when there's no

12   voltage problem, they could use the battery to store

13   up excess energy at night and then discharge it in

14   the daytime when they would have had to add

15   additional generation into the mix.  So that's a

16   definite economic advantage.

17             And the second advantage or example is

18   frequency regulation.  The Company has to provide a

19   steady frequency of 60 Hertz 24-hours a day, seven

20   days a week to the second -- to the millisecond,

21   really.  And a battery system has been shown to be

22   very good at helping to balance the frequency on the

23   system.  And what I'm saying is that once the

24   Company learns how to use this system to solve the

25   voltage problem, they can start using the same
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 1   battery to get economic benefits for the customers,

 2   and that will be very important for this project;

 3   but more so in the future, when batteries are much

 4   cheaper and will be in the running to replace

 5   (inaudible), to replace burning fuel wastefully,

 6   just to do this frequency balancing.  You can store

 7   the excess energy and ramp the battery up and down

 8   and balance the frequency.  So there are a lot of

 9   benefits to this project that I see, and it is

10   typical of other projects that I'm supporting in

11   other states.  Thank you very much.

12        Q.   Thank you.  Does that conclude your

13   summary of your direct testimony?

14        A.   It does.

15        Q.   And did any parties file rebuttal to your

16   direct testimony?

17        A.   They did not.

18        Q.   Do you have any other recommendation that

19   you'd like to share with the Commission today?

20        A.   I think all of my recommendations are in

21   my direct testimony.

22        Q.   And finally, does that conclude your

23   summary and conclusions?

24        A.   Yes, it does.

25                  MS. GARDNER:  Mr. Wilson is now
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 1   available for questions from the parties as well as

 2   from the Commission.

 3                  CHAIRMAN LEVAR:  Thank you.

 4   Ms. Hayes, any questions?

 5                  MS. HAYES:  No questions.  Thank you.

 6                  CHAIRMAN LEVAR:  Thank you.  Mr.

 7   Jetter?

 8                  MR. JETTER:  I have no questions.

 9                  CHAIRMAN LEVAR:  Mr. Olsen?

10                  MR. OLSEN:  No questions.  Thank you.

11                  CHAIRMAN LEVAR:  Mr. Solander?

12                  MR. SOLANDER:  No questions.  Thank

13   you.

14                  CHAIRMAN LEVAR:  Commissioner White?

15                  COMMISSIONER WHITE:  No questions.

16                  CHAIRMAN LEVAR:  Thank you.

17   Commissioner Clark?

18                  COMMISSIONER CLARK:  I have a

19   question or two.  If you're conversant enough with

20   battery technology to take these on, I'd be grateful

21   for your thoughts.  The additional uses of the

22   battery capacity that you described, avoiding having

23   to transmit certain amounts of energy to that area

24   because it's been produced and stored and is

25   available in the month and days when it's not doing
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 1   its primary -- fulfilling its primary purpose -- is

 2   that going to affect the longevity of the battery's

 3   life in any material way as far as you know?  In

 4   other words, if this battery were used ten months a

 5   year instead of two, have we reduced the life of the

 6   battery by 5 or not at all or 50 percent or --

 7                  THE WITNESS:  That's an excellent

 8   question, because this is an issue that utilities

 9   and commissions and the battery providers are

10   looking at across the country, and electric vehicles

11   is a good example of this.  It turns out that if you

12   use battery storage, for instance, frequency

13   regulation, what you're going to do is set it kind

14   of in the half-filled, and sometimes you have to

15   store energy because there's too much on the system,

16   sometimes you discharge.  If you keep a battery

17   around the 50 percent charged level, it lasts a lot

18   longer than if you deeply discharge and then fully

19   charge.  And I don't think that your question on

20   cycles would concern me.  I'd almost say that it's

21   better to use it than to let it sit, because, you

22   know, you'll be letting it sit there fully charged

23   in case you have a problem.  I'd really rather see

24   it used in a sensible way, and I would not worry

25   about the cycle issue.  I have not see where that
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 1   has significantly reduced the life.

 2                  COMMISSIONER CLARK:  Thank you.

 3                  CHAIRMAN LEVAR:  I don't have any

 4   further questions, so thank you, Mr. Wilson.

 5   Anything else, Ms. Gardner?

 6                  MS. GARDNER:  No.  Thank you.

 7                  CHAIRMAN LEVAR:  Any final matters

 8   from any party?

 9                  MR. SOLANDER:  Rocky Mountain Power

10   would request that we call Douglas Marx as a

11   rebuttal witness.  I have three questions for him

12   just to clarify some issues that have been raised

13   during this session today.

14                  CHAIRMAN LEVAR:  We are at a point

15   where I probably ought to give our court reporter a

16   short break, so maybe a five-minute break and then

17   come back and do that.

18                  MR. SOLANDER:  That would be great.

19   Thank you.

20                  (A brief recess was taken.)

21                  CHAIRMAN LEVAR:  Mr. Solander?

22                  MR. SOLANDER:  Thank you.  We'd like

23   to call Douglas Marx as our rebuttal witness.

24                  CHAIRMAN LEVAR:  Okay.  And you're

25   still under oath, Mr. Marx.
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 1                       EXAMINATION

 2   BY MR. SOLANDER:

 3        Q.   Mr. Marx, were you here during

 4   Mr. Vastag's testimony regarding the Company's

 5   process for evaluating whether to make transmission

 6   or distribution level decisions?

 7        A.   Yes, I was.

 8        Q.   And can you describe for the Commission's

 9   benefit the process that the Company uses to

10   evaluate where to invest and what type of

11   investments to make?

12        A.   Yes.  I'll give kind of a high level

13   overview, and I'll also answer a question that also

14   came up with Commissioner Clark earlier, too.

15             When we look at system issues, we look at

16   it kind of holistic, and we look for the least cost

17   economic decision to upgrade that.  So we will look

18   at distribution, transmission investments from an

19   economic standpoint.

20             Two years ago, in 2014, we recognized that

21   these nontraditional investments would be coming

22   into their own in the near future, so inside our

23   decision matrix for all of our planning, that's

24   actually one of the first line items our engineers

25   who are doing the planning are required to look at
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 1   is will a nontraditional solution solve this.  So

 2   they look at battery storage, they look at issues

 3   like -- we have looked at electromechanical battery

 4   systems, which are basically giant gyroscopes that

 5   we can use for frequency regulation, so that's part

 6   of the decision matrix now in all states to look at.

 7   Because as the costs started to come down -- and as

 8   Mr. Wilson mentioned, they are coming down very fast

 9   in the battery world -- as the energy densities get

10   greater, the costs are collapsing fast.  So when you

11   look at the decision thing, unless there's a

12   physical component to require a conductor to be

13   changed out, i.e., it's completely overloaded, you

14   may not do that if you can do something else to

15   relieve that.

16             So as we looked at this whole process, we

17   have looked at this in several concepts.  We've

18   looked at these in different states, different

19   areas, but this is the first project that came real

20   close to being a very economic decision.  And it's

21   actually the first time it came down to be the

22   lowest first cost for a solution on a system.  So

23   again, we're talking here in this aspect about a

24   radial transmission line that does no other purpose

25   except to serve my distribution substation.
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 1             So when you start to say how do I solve

 2   this problem, we looked at many things.  And one of

 3   the alternatives in the testimony was basically

 4   increasing another substation in the area.  So we

 5   can put another substation in, we can expand the

 6   transmission line, we can increase the regulation on

 7   the distribution.  So I think when we start to look

 8   at a fully optimized system, we look at it

 9   holistically and not just say I've got a little

10   problem.  Do I solve with it the transmission

11   because I know my allocation levels are lower, or do

12   I do it on distribution because it's a lower cost.

13             I think you've got to do it on a full

14   economic analysis over the life cycle of the

15   projects, too.  And as I mentioned, the life cycles

16   are tough because you're looking at some future

17   projections.  And I know my estimates are pretty

18   much wrong as soon as the ink dries on the paper, so

19   that's kind of the problem you're looking at when

20   you're trying to do this kind of planning stuff.

21             What we believe is with these newer

22   technologies, the battery technologies,

23   electromechanical batteries, whether we use

24   synchrophasors on transmission lines, all of these

25   come into play when you're starting to do your

0130

 1   analysis.  And how quickly can you put them in and

 2   at what cost can you put them in, and is there a

 3   need to do it.  Does that answer that?

 4                  MR. SOLANDER:  I believe it does.

 5   Mr. Marx is available for additional questions from

 6   the Commission or the parties.

 7                  CHAIRMAN LEVAR:  Thank you.  Mr.

 8   Jetter?

 9                  MR. JETTER:  I don't have any

10   additional questions.

11                  CHAIRMAN LEVAR:  Mr. Olsen?

12                  MR. OLSEN:  No additional questions.

13   Thank you.

14                  CHAIRMAN LEVAR:  Ms. Hayes?

15                  MS. HAYES:  No questions.  Thank you.

16                  CHAIRMAN LEVAR:  Ms. Gardner?

17                  MS. GARDNER:  Also no questions.

18                  CHAIRMAN LEVAR:  Commissioner White?

19                  COMMISSIONER WHITE:  No questions.

20   Thanks.

21                  CHAIRMAN LEVAR:  Commissioner Clark?

22                  COMMISSIONER CLARK:  No questions.

23   Thank you.

24                  CHAIRMAN LEVAR:  I don't have

25   anything further either.  Thank you.  Anything
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 1   further from any party before we adjourn?  I'm not

 2   seeing any indication, so we're adjourned.  Thank

 3   you all.

 4                  (The hearing concluded at 11:55 a.m.)
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 1

 2                  REPORTER'S CERTIFICATE

 3        STATE OF UTAH    )

 4        COUNTY OF SUMMIT )

 5

 6                  I, Mary R. Honigman, a Registered

 7   Professional Reporter, hereby certify:

 8                  THAT the foregoing proceedings were

 9   taken before me at the time and place set forth in

10   the caption hereof; that the witness was placed

11   under oath to tell the truth, the whole truth, and

12   nothing but the truth; that the proceedings were

13   taken down by me in shorthand and thereafter my

14   notes were transcribed through computer-aided

15   transcription; and the foregoing transcript

16   constitutes a full, true, and accurate record of

17   such testimony adduced and oral proceedings had, and

18   of the whole thereof.

19                  I have subscribed my name on this

20   12th day of December, 2016.

21

22                          ____________________________

                                   Mary R. Honigman

23                       Registered Professional Reporter
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		285						LN		10		16		false		          16   balance those reductions with unit efficiency				false

		286						LN		10		17		false		          17   improvements.  Along with combustion optimization,				false

		287						LN		10		18		false		          18   there are other plant processes that may benefit				false

		288						LN		10		19		false		          19   from a neural network optimization system.  For this				false

		289						LN		10		20		false		          20   project, the University of Utah will partner with				false

		290						LN		10		21		false		          21   Rocky Mountain Power and the software provider to				false

		291						LN		10		22		false		          22   install, demonstrate, and fundamentally research				false

		292						LN		10		23		false		          23   artificial intelligence technology to improve				false

		293						LN		10		24		false		          24   emissions from this unit.  If successful, this would				false

		294						LN		10		25		false		          25   be applicable to similar boilers at the Hunter and				false

		295						PG		11		0		false		page 11				false

		296						LN		11		1		false		           1   Huntington plants.				false

		297						LN		11		2		false		           2             The second project that we're proposing is				false

		298						LN		11		3		false		           3   approximately a $1.4 million project for utility				false

		299						LN		11		4		false		           4   scale demonstration of alternative NOx emission				false

		300						LN		11		5		false		           5   control technologies.  This particular clean coal				false

		301						LN		11		6		false		           6   research project is proposed to perform one or more				false

		302						LN		11		7		false		           7   slipstream or full-scale demonstration tests of one				false

		303						LN		11		8		false		           8   or more NOx emission control technologies at the				false

		304						LN		11		9		false		           9   Huntington plant.  The objective of this test				false

		305						LN		11		10		false		          10   program will be to determine if there are one or				false

		306						LN		11		11		false		          11   more emerging NOx control technologies, either on a				false

		307						LN		11		12		false		          12   standalone or combined basis, that could achieve NOx				false

		308						LN		11		13		false		          13   emission rates similar to those expected with an SCR				false

		309						LN		11		14		false		          14   system and at lower cost.  The STEP Clean Coal				false

		310						LN		11		15		false		          15   research monies would be used to fund all or a				false

		311						LN		11		16		false		          16   portion of these NOx emission demonstrations.				false

		312						LN		11		17		false		          17             In order to identify which technologies				false

		313						LN		11		18		false		          18   will be tested, a request for proposal process will				false

		314						LN		11		19		false		          19   be conducted in calendar year 2017.  Criteria that				false

		315						LN		11		20		false		          20   will be used for the technologies will include:  An				false

		316						LN		11		21		false		          21   assessment of whether the technology can be				false

		317						LN		11		22		false		          22   installed at full-scale; previous operational				false

		318						LN		11		23		false		          23   experience; permitting impacts; economics; an				false

		319						LN		11		24		false		          24   assessment of the long-term reliability of the				false

		320						LN		11		25		false		          25   technology; and the ability of the underlying				false

		321						PG		12		0		false		page 12				false

		322						LN		12		1		false		           1   technology company to provide commercially viable				false

		323						LN		12		2		false		           2   performance warranties or guarantees.  Prior to the				false

		324						LN		12		3		false		           3   distribution of the RFP, a request for information				false

		325						LN		12		4		false		           4   would be issued to determine levels of interest,				false

		326						LN		12		5		false		           5   identify technology consolidation or partnering				false

		327						LN		12		6		false		           6   companies, and prepare a short list of potential				false

		328						LN		12		7		false		           7   technology providers for the RFP.				false

		329						LN		12		8		false		           8             So that summarizes the two projects we				false

		330						LN		12		9		false		           9   have in mind.				false

		331						LN		12		10		false		          10        Q.   Does that conclude your testimony?				false

		332						LN		12		11		false		          11        A.   It does.				false

		333						LN		12		12		false		          12        Q.   Thank you.  Mr. Andrews is available for				false

		334						LN		12		13		false		          13   questions from the Commission or the other parties.				false

		335						LN		12		14		false		          14                  CHAIRMAN LEVAR:  Thank you.				false

		336						LN		12		15		false		          15   Mr. Jetter?				false

		337						LN		12		16		false		          16                  MR. JETTER:  No questions for the				false

		338						LN		12		17		false		          17   Division.  Thank you.				false

		339						LN		12		18		false		          18                  CHAIRMAN LEVAR:  Mr. Olsen?				false

		340						LN		12		19		false		          19                  MR. OLSEN:  No questions from the				false

		341						LN		12		20		false		          20   Office.				false

		342						LN		12		21		false		          21                  CHAIRMAN LEVAR:  Ms. Hayes?				false

		343						LN		12		22		false		          22                  MS. HAYES:  No questions.  Thank you.				false

		344						LN		12		23		false		          23                  CHAIRMAN LEVAR:  Thank you.				false

		345						LN		12		24		false		          24   Ms. Gardner?				false

		346						LN		12		25		false		          25                  MS. GARDNER:  No questions.				false

		347						PG		13		0		false		page 13				false

		348						LN		13		1		false		           1                  CHAIRMAN LEVAR:  Commissioner White,				false

		349						LN		13		2		false		           2   do you have any questions?				false

		350						LN		13		3		false		           3                  COMMISSIONER WHITE:  I don't now, but				false

		351						LN		13		4		false		           4   are we going to have an opportunity for potential --				false

		352						LN		13		5		false		           5   I mean, I guess part of the question with respect to				false

		353						LN		13		6		false		           6   some of the clean coal technology OMAG costs, I just				false

		354						LN		13		7		false		           7   want to make sure that we have the right or the				false

		355						LN		13		8		false		           8   ability if necessary to come back to --				false

		356						LN		13		9		false		           9                  CHAIRMAN LEVAR:  Is there any				false

		357						LN		13		10		false		          10   objection to keeping the witnesses in the room				false

		358						LN		13		11		false		          11   throughout the hearing if there's any need for				false

		359						LN		13		12		false		          12   further questions?				false

		360						LN		13		13		false		          13                  MR. SOLANDER:  Absolutely not.  Thank				false

		361						LN		13		14		false		          14   you.				false

		362						LN		13		15		false		          15                  CHAIRMAN LEVAR:  Okay.  So do you				false

		363						LN		13		16		false		          16   have any questions at this point?				false

		364						LN		13		17		false		          17                  COMMISSIONER WHITE:  No, I don't.				false

		365						LN		13		18		false		          18   Thanks.				false

		366						LN		13		19		false		          19                  CHAIRMAN LEVAR:  Commissioner Clark?				false

		367						LN		13		20		false		          20                  COMMISSIONER CLARK:  No questions.				false

		368						LN		13		21		false		          21                  CHAIRMAN LEVAR:  I don't either.				false

		369						LN		13		22		false		          22   Thank you, Mr. Andrews.  And if we have questions				false

		370						LN		13		23		false		          23   later, we'll ask you to return.  Mr. Solander?				false

		371						LN		13		24		false		          24                  MR. SOLANDER:  Thank you.  Rocky				false

		372						LN		13		25		false		          25   Mountain Power would call Mr. Douglas Marx in				false

		373						PG		14		0		false		page 14				false

		374						LN		14		1		false		           1   support of the Utah Battery and Solar Project.				false

		375						LN		14		2		false		           2                      DOUGLAS MARX,				false

		376						LN		14		3		false		           3   having been first duly sworn to tell the truth, was				false

		377						LN		14		4		false		           4            examined and testified as follows:				false

		378						LN		14		5		false		           5                       EXAMINATION				false

		379						LN		14		6		false		           6   BY MR. SOLANDER:				false

		380						LN		14		7		false		           7        Q.   Good morning.				false

		381						LN		14		8		false		           8        A.   How are you doing?				false

		382						LN		14		9		false		           9        Q.   Well, thank you.  Could you please state				false

		383						LN		14		10		false		          10   your name and spell it for the record.				false

		384						LN		14		11		false		          11        A.   Douglas Marx.  D-o-u-g-l-a-s and M-a-r-x.				false

		385						LN		14		12		false		          12        Q.   And by whom are you employed and in what				false

		386						LN		14		13		false		          13   capacity?				false

		387						LN		14		14		false		          14        A.   I'm employed by Rocky Mountain Power.  I'm				false

		388						LN		14		15		false		          15   the director of engineering standards and technical				false

		389						LN		14		16		false		          16   services.				false

		390						LN		14		17		false		          17        Q.   And as the director of engineering				false

		391						LN		14		18		false		          18   standards and technical services, did you prepare a				false

		392						LN		14		19		false		          19   testimony and a confidential Exhibit D that were				false

		393						LN		14		20		false		          20   filed in this docket?				false

		394						LN		14		21		false		          21        A.   I did.				false

		395						LN		14		22		false		          22        Q.   Do you have any corrections or additions				false

		396						LN		14		23		false		          23   to your testimony or the exhibit at this time?				false

		397						LN		14		24		false		          24        A.   I do not.				false

		398						LN		14		25		false		          25                  MR. SOLANDER:  I'd like to move the				false

		399						PG		15		0		false		page 15				false

		400						LN		15		1		false		           1   admission of Mr. Marx's testimony and confidential				false

		401						LN		15		2		false		           2   Exhibit D, which was labeled as Solar and Energy				false

		402						LN		15		3		false		           3   Storage Program.				false

		403						LN		15		4		false		           4                  CHAIRMAN LEVAR:  I'll ask any party				false

		404						LN		15		5		false		           5   that objects to that to indicate to me.  I'm not				false

		405						LN		15		6		false		           6   seeing any so that motion is granted.				false

		406						LN		15		7		false		           7   BY MR. SOLANDER:				false

		407						LN		15		8		false		           8        Q.   Thank you.  And, Mr. Marx, did you have				false

		408						LN		15		9		false		           9   the opportunity to prepare a summary of your				false

		409						LN		15		10		false		          10   testimony that you'd like to share with the				false

		410						LN		15		11		false		          11   Commission today?				false

		411						LN		15		12		false		          12        A.   I did, yes.				false

		412						LN		15		13		false		          13        Q.   Please proceed.				false

		413						LN		15		14		false		          14        A.   Pursuant to the STEP legislation, the				false

		414						LN		15		15		false		          15   Company is requesting authorization to use $5.5				false

		415						LN		15		16		false		          16   million of the STEP funding to install a stationary				false

		416						LN		15		17		false		          17   battery system, to be installed on the 12.5 kilovolt				false

		417						LN		15		18		false		          18   distribution circuits connected to a Company-owned				false

		418						LN		15		19		false		          19   substation in Utah.  In addition, the company				false

		419						LN		15		20		false		          20   proposes to utilize an additional $1.95 million from				false

		420						LN		15		21		false		          21   Blue Sky community funds to install a large-scale,				false

		421						LN		15		22		false		          22   company-owned solar project in conjunction with the				false

		422						LN		15		23		false		          23   battery installation.  The battery storage and solar				false

		423						LN		15		24		false		          24   technology is expected to defer or eliminate the				false

		424						LN		15		25		false		          25   need for traditional capital investments and will				false

		425						PG		16		0		false		page 16				false

		426						LN		16		1		false		           1   reduce the loading on the distribution power				false

		427						LN		16		2		false		           2   transformer, improve voltage conditions, and				false

		428						LN		16		3		false		           3   mitigate costs associated with connection on the 69				false

		429						LN		16		4		false		           4   kilovolt bus at the substation.				false

		430						LN		16		5		false		           5             The program will provide a number of				false

		431						LN		16		6		false		           6   benefits to the Company's customers, particularly				false

		432						LN		16		7		false		           7   those in the immediate area of the project.  The				false

		433						LN		16		8		false		           8   benefits include:  (1)  Reducing load on the				false

		434						LN		16		9		false		           9   distribution power transformer at the substation,				false

		435						LN		16		10		false		          10   ensuring the voltage in the area does not drop below				false

		436						LN		16		11		false		          11   ANSI standards; (2) providing high-speed reactive				false

		437						LN		16		12		false		          12   power support to ensure load rejection in the area				false

		438						LN		16		13		false		          13   does not impact voltage levels; (3) deferring the				false

		439						LN		16		14		false		          14   need for traditional capital investment in the form				false

		440						LN		16		15		false		          15   of poles and wires; (4) enabling the Company to				false

		441						LN		16		16		false		          16   obtain firsthand operational experience with control				false

		442						LN		16		17		false		          17   algorithms and efficiency levels associated with				false

		443						LN		16		18		false		          18   energy storage and in combination with solar;				false

		444						LN		16		19		false		          19   (5) enabling the Company to become familiar with and				false

		445						LN		16		20		false		          20   utilize innovative technologies to provide customers				false

		446						LN		16		21		false		          21   with solutions to power quality issues; and last,				false

		447						LN		16		22		false		          22   providing an opportunity for the Company to meet				false

		448						LN		16		23		false		          23   requests from its Blue Sky customers for physical				false

		449						LN		16		24		false		          24   "steel in the ground" renewable facilities in the				false

		450						LN		16		25		false		          25   form of solar generation.  The Company anticipates				false

		451						PG		17		0		false		page 17				false

		452						LN		17		1		false		           1   that it will implement similar projects in the				false

		453						LN		17		2		false		           2   future, and its experience with battery storage and				false

		454						LN		17		3		false		           3   solar will continue to provide dividends by giving				false

		455						LN		17		4		false		           4   the Company experience with and the opportunity to				false

		456						LN		17		5		false		           5   implement future projects more efficiently.				false

		457						LN		17		6		false		           6             There are no limitations or risks to the				false

		458						LN		17		7		false		           7   applicability or technological feasibility of the				false

		459						LN		17		8		false		           8   battery/solar solution for this project.  This is a				false

		460						LN		17		9		false		           9   solution that continues to mature and has been				false

		461						LN		17		10		false		          10   proven in many installations across the country.				false

		462						LN		17		11		false		          11   Due to the lack of operational data available at the				false

		463						LN		17		12		false		          12   time of the project proposal, the only uncertainty				false

		464						LN		17		13		false		          13   with this solution is the total number of operations				false

		465						LN		17		14		false		          14   that will be required of the battery on an annual				false

		466						LN		17		15		false		          15   basis.				false

		467						LN		17		16		false		          16             Since the initial study, Rocky Mountain				false

		468						LN		17		17		false		          17   Power has completed the installation of appropriate				false

		469						LN		17		18		false		          18   metering at the substation, and continuous data will				false

		470						LN		17		19		false		          19   soon be available.  While only limited data is				false

		471						LN		17		20		false		          20   available for 2016, full data will become available				false

		472						LN		17		21		false		          21   during 2017 and beyond, prior to the installation of				false

		473						LN		17		22		false		          22   the battery.  The new metering will provide all of				false

		474						LN		17		23		false		          23   the required data for proper determination of the				false

		475						LN		17		24		false		          24   battery operational metrics.				false

		476						LN		17		25		false		          25             The Company consistently implements				false

		477						PG		18		0		false		page 18				false

		478						LN		18		1		false		           1   reliability and power quality enhancements on its				false

		479						LN		18		2		false		           2   transmission and distribution systems to mitigate				false

		480						LN		18		3		false		           3   operational and performance problems.  Recognizing				false

		481						LN		18		4		false		           4   that energy storage and renewable energy will be				false

		482						LN		18		5		false		           5   major contributors to grid modernization, the				false

		483						LN		18		6		false		           6   Company has identified a logical location to pilot a				false

		484						LN		18		7		false		           7   range of technologies -- battery storage and solar,				false

		485						LN		18		8		false		           8   metering, et cetera.  This project enables us to				false

		486						LN		18		9		false		           9   correct a voltage issue for our customers in the				false

		487						LN		18		10		false		          10   area using an innovative technology in lieu of				false

		488						LN		18		11		false		          11   traditional infrastructure and concurrently provides				false

		489						LN		18		12		false		          12   a platform to objectively study and enhance the				false

		490						LN		18		13		false		          13   operational performance of a technology that will				false

		491						LN		18		14		false		          14   begin to permeate the system as more renewable and				false

		492						LN		18		15		false		          15   distributed generation systems are connected to the				false

		493						LN		18		16		false		          16   grid now and in the future.				false

		494						LN		18		17		false		          17        Q.   Thank you.  Can you explain what the				false

		495						LN		18		18		false		          18   primary goal of voltage correction measures are?				false

		496						LN		18		19		false		          19        A.   The primary application is to ensure that				false

		497						LN		18		20		false		          20   the voltage levels delivered to our end-use				false

		498						LN		18		21		false		          21   customers fall within the ANSI standards and control				false

		499						LN		18		22		false		          22   standards.  It's the end-use customer where our				false

		500						LN		18		23		false		          23   focus is.  The voltage will change on the system,				false

		501						LN		18		24		false		          24   but we are trying to ensure that the end-use				false

		502						LN		18		25		false		          25   customer gets a good quality voltage.				false

		503						PG		19		0		false		page 19				false

		504						LN		19		1		false		           1        Q.   And what would happen if the Company made				false

		505						LN		19		2		false		           2   engineering decisions on how to achieve that and				false

		506						LN		19		3		false		           3   other engineering and system balancing decisions				false

		507						LN		19		4		false		           4   based on how the costs would be allocated?				false

		508						LN		19		5		false		           5        A.   When we design systems, we do it to				false

		509						LN		19		6		false		           6   optimize the performance of the system.  If we did				false

		510						LN		19		7		false		           7   it based on economic allocations, it would lead us				false

		511						LN		19		8		false		           8   to a less -- a suboptimal -- condition in our design				false

		512						LN		19		9		false		           9   of our systems.  For example, let's take a voltage				false

		513						LN		19		10		false		          10   problem and do it in the state of Idaho.  In the				false

		514						LN		19		11		false		          11   state of Idaho, our allocation on transmission				false

		515						LN		19		12		false		          12   levels is around 6 percent.  So if I have a voltage				false

		516						LN		19		13		false		          13   problem, I can choose to do a capacitor correction				false

		517						LN		19		14		false		          14   or regulation at either the distribution level or				false

		518						LN		19		15		false		          15   the transmission level.  So if I do it at the				false

		519						LN		19		16		false		          16   distribution level, paying a 600K bar cap bank on a				false

		520						LN		19		17		false		          17   pole is relatively inexpensive.  I take it, I bring				false

		521						LN		19		18		false		          18   that up to the distribution level -- a larger				false

		522						LN		19		19		false		          19   capacitor -- do it on the 12 KUB bus -- it's not				false

		523						LN		19		20		false		          20   much more expensive than doing a pole -- but once I				false

		524						LN		19		21		false		          21   move that to the transmission side of the bus still				false

		525						LN		19		22		false		          22   within the same perimeter of the fence line, I've				false

		526						LN		19		23		false		          23   just increased my cost by about three times in that				false

		527						LN		19		24		false		          24   installation.				false

		528						LN		19		25		false		          25             So what you look at is, if I did it based				false

		529						PG		20		0		false		page 20				false

		530						LN		20		1		false		           1   on allocations and used a 6 percent allocation, in				false

		531						LN		20		2		false		           2   Idaho I'd probably spend money on the high side bus,				false

		532						LN		20		3		false		           3   because I've got 15 times more money to spend than I				false

		533						LN		20		4		false		           4   do on the low side bus.  But what that does is it				false

		534						LN		20		5		false		           5   impacts my capital budgets.  We've got a limited				false

		535						LN		20		6		false		           6   capital area and it, thus, is going to push the				false

		536						LN		20		7		false		           7   rates up for all the customers across all of our				false

		537						LN		20		8		false		           8   service territories in all states we serve.  So when				false

		538						LN		20		9		false		           9   we design, we look for conditions that economically				false

		539						LN		20		10		false		          10   drive good engineering decisions, not looking at how				false

		540						LN		20		11		false		          11   the allocation drives those engineering decisions.				false

		541						LN		20		12		false		          12                  MR. SOLANDER:  Thank you.  That				false

		542						LN		20		13		false		          13   concludes my questions for Mr. Marx.  He's available				false

		543						LN		20		14		false		          14   for questions from the Commission and the parties.				false

		544						LN		20		15		false		          15                  CHAIRMAN LEVAR:  Thank you.  Mr.				false

		545						LN		20		16		false		          16   Jetter?				false

		546						LN		20		17		false		          17                  MR. JETTER:  No questions.				false

		547						LN		20		18		false		          18                  CHAIRMAN LEVAR:  Thank you.  Mr.				false

		548						LN		20		19		false		          19   Olsen?				false

		549						LN		20		20		false		          20                       EXAMINATION				false

		550						LN		20		21		false		          21   BY MR. OLSEN:				false

		551						LN		20		22		false		          22        Q.   I guess I'd like to just follow up on what				false

		552						LN		20		23		false		          23   I understood the last statement you made.  You said				false

		553						LN		20		24		false		          24   that there are economic considerations that would				false

		554						LN		20		25		false		          25   drive these -- any of these decisions, which makes				false

		555						PG		21		0		false		page 21				false

		556						LN		21		1		false		           1   sense, but that those economic decisions are not in				false

		557						LN		21		2		false		           2   some way tied to the interjurisdictional allocation.				false

		558						LN		21		3		false		           3   Is that --				false

		559						LN		21		4		false		           4        A.   That's correct.				false

		560						LN		21		5		false		           5                  MR. OLSEN:  That's all.  Thank you.				false

		561						LN		21		6		false		           6                  CHAIRMAN LEVAR:  Thank you.				false

		562						LN		21		7		false		           7   Ms. Hayes?				false

		563						LN		21		8		false		           8                  MS. HAYES:  No questions, thanks.				false

		564						LN		21		9		false		           9                  CHAIRMAN LEVAR:  Thank you.  Ms.				false

		565						LN		21		10		false		          10   Gardner?				false

		566						LN		21		11		false		          11                  MS. GARDNER:  No questions.  Thank				false

		567						LN		21		12		false		          12   you.				false

		568						LN		21		13		false		          13                  CHAIRMAN LEVAR:  Commissioner Clark,				false

		569						LN		21		14		false		          14   do you have anything at this point?				false

		570						LN		21		15		false		          15                  COMMISSIONER CLARK:  No questions.				false

		571						LN		21		16		false		          16                  CHAIRMAN LEVAR:  Commissioner White?				false

		572						LN		21		17		false		          17                  COMMISSIONER WHITE:  The discussion				false

		573						LN		21		18		false		          18   about, you know, allocation, one particular question				false

		574						LN		21		19		false		          19   I had is what is a precise issue driving the need				false

		575						LN		21		20		false		          20   for this voltage support?  And let me tell you what				false

		576						LN		21		21		false		          21   kind of prompted this question.  It was actually				false

		577						LN		21		22		false		          22   from Mr. McDougal's rebuttal testimony where he				false

		578						LN		21		23		false		          23   talks about the missed opportunity to investigate				false

		579						LN		21		24		false		          24   the impact of distributed energy resources on Utah				false

		580						LN		21		25		false		          25   customers.  Help me understand what is actually				false

		581						PG		22		0		false		page 22				false

		582						LN		22		1		false		           1   driving the need for this voltage support on this				false

		583						LN		22		2		false		           2   circuit.				false

		584						LN		22		3		false		           3                  THE WITNESS:  There's three primary				false

		585						LN		22		4		false		           4   factors that drive voltage problems.  It's the				false

		586						LN		22		5		false		           5   impedance of the system -- and that's multiplied by				false

		587						LN		22		6		false		           6   the length of the line -- and the primary thing is				false

		588						LN		22		7		false		           7   the current flow on the conductors.  So what you				false

		589						LN		22		8		false		           8   have is a load condition -- got to be careful; I				false

		590						LN		22		9		false		           9   don't want to name the substation.  So at the				false

		591						LN		22		10		false		          10   substation, I have a voltage condition that I need				false

		592						LN		22		11		false		          11   to correct because of the load out on the				false

		593						LN		22		12		false		          12   distribution network.  So two ways I can correct				false

		594						LN		22		13		false		          13   that voltage; one is to change my conductors,				false

		595						LN		22		14		false		          14   increase them in size to lower the impedance.  The				false

		596						LN		22		15		false		          15   other one is to reduce the load.  So when you look				false

		597						LN		22		16		false		          16   at the peak levels, they only happen for short				false

		598						LN		22		17		false		          17   periods of time during the year, even though we				false

		599						LN		22		18		false		          18   build our system to handle those, because we don't				false

		600						LN		22		19		false		          19   know when that is going to occur.  With this				false

		601						LN		22		20		false		          20   technology, we can take in a very flexible, dynamic				false

		602						LN		22		21		false		          21   design to just answer the question of when those				false

		603						LN		22		22		false		          22   peaks occur.				false

		604						LN		22		23		false		          23                  When you increase your conductors,				false

		605						LN		22		24		false		          24   you do this based on some forecasts of expected load				false

		606						LN		22		25		false		          25   growth.  So you hear the question, well, let's look				false
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		608						LN		23		1		false		           1   at the economics of increasing that line because				false

		609						LN		23		2		false		           2   that line will last for fifty years.  Well, you know				false

		610						LN		23		3		false		           3   what?  The wire in there will probably last for a				false

		611						LN		23		4		false		           4   hundred years, but it depends on the load growth of				false

		612						LN		23		5		false		           5   when I might have to re-conductor that.  So when				false

		613						LN		23		6		false		           6   this area, if we get some unexpected load growth, I				false

		614						LN		23		7		false		           7   may be back re-conductoring that sooner than I would				false

		615						LN		23		8		false		           8   have if I use a scalable, short-term technology that				false

		616						LN		23		9		false		           9   I can rapidly implement without significant changes.				false

		617						LN		23		10		false		          10                  So the big driver here is the load at				false

		618						LN		23		11		false		          11   the distribution level for short periods of time				false

		619						LN		23		12		false		          12   during the year is creating voltage problems back				false

		620						LN		23		13		false		          13   into the system of the distribution level, power				false

		621						LN		23		14		false		          14   transformer, even on the transmission; it's a ripple				false

		622						LN		23		15		false		          15   effect.  So do I increase my conductors or do I				false

		623						LN		23		16		false		          16   reduce my load?  So we're seeing here that there's a				false

		624						LN		23		17		false		          17   technology we can do at a lower initial cost to hit				false

		625						LN		23		18		false		          18   that for short periods of time in the year.  It's				false

		626						LN		23		19		false		          19   scalable, and we can do that more incrementally over				false

		627						LN		23		20		false		          20   time as load grows or doesn't appear, depending on				false

		628						LN		23		21		false		          21   how good our crystal balls are at the time we make				false

		629						LN		23		22		false		          22   the installation.  Does that help?				false

		630						LN		23		23		false		          23                  COMMISSIONER WHITE:  That helps.				false

		631						LN		23		24		false		          24   Thank you.				false

		632						LN		23		25		false		          25                  COMMISSIONER CLARK:  Can I ask a				false

		633						PG		24		0		false		page 24				false

		634						LN		24		1		false		           1   follow-up question or two?  Recognizing that you				false

		635						LN		24		2		false		           2   don't have a crystal ball, but that you have some				false

		636						LN		24		3		false		           3   history with the requirements of the particular				false

		637						LN		24		4		false		           4   distribution system -- or part of your distribution				false

		638						LN		24		5		false		           5   system -- how often do you expect to call on the				false

		639						LN		24		6		false		           6   power that's stored, and for how long would it be				false

		640						LN		24		7		false		           7   called on when you need it?  Just your general sense				false

		641						LN		24		8		false		           8   of what your expectations might be.				false

		642						LN		24		9		false		           9                  THE WITNESS:  In this area, there's				false

		643						LN		24		10		false		          10   two times during the year where we see it:  In the				false

		644						LN		24		11		false		          11   dead of winter when we have a lot of heating load				false

		645						LN		24		12		false		          12   and in the middle of summer when we have a lot of				false

		646						LN		24		13		false		          13   cooling load.  And it's going to be for typically				false

		647						LN		24		14		false		          14   anywhere from an hour to four hours per day, for				false

		648						LN		24		15		false		          15   generally 30 to 45 days in each period, depending on				false

		649						LN		24		16		false		          16   local climate conditions at the time we need it.				false

		650						LN		24		17		false		          17                  So with this project, also, what				false

		651						LN		24		18		false		          18   we're looking at is by building the solar next to				false

		652						LN		24		19		false		          19   the battery, we can actually control this to say,				false

		653						LN		24		20		false		          20   okay, what happens in these different "what if"				false

		654						LN		24		21		false		          21   scenarios?  What happens if I get to a point where				false

		655						LN		24		22		false		          22   I've got more generation in a small area than I do				false

		656						LN		24		23		false		          23   have actual load?  Am I able to take that, store it				false

		657						LN		24		24		false		          24   and release it at another time?  So we can do a lot				false

		658						LN		24		25		false		          25   of "what if" scenarios with this technology by				false

		659						PG		25		0		false		page 25				false

		660						LN		25		1		false		           1   having control of the two.  So as time goes on and				false

		661						LN		25		2		false		           2   the load grows, it will change.  It could become				false

		662						LN		25		3		false		           3   more or less until such time that we do have				false

		663						LN		25		4		false		           4   significant growth that may require other				false

		664						LN		25		5		false		           5   technologies to solve those issues.				false

		665						LN		25		6		false		           6                  COMMISSIONER CLARK:  And given the				false

		666						LN		25		7		false		           7   solar profile of this area, you expect that in the				false

		667						LN		25		8		false		           8   winter the system would operate sufficiently or, in				false

		668						LN		25		9		false		           9   other words, there would be enough regeneration of				false

		669						LN		25		10		false		          10   the batteries to satisfy the needs of --				false

		670						LN		25		11		false		          11                  THE WITNESS:  In the winter				false

		671						LN		25		12		false		          12   condition, it actually works out really good.  The				false

		672						LN		25		13		false		          13   concern of the initial -- we did a fairly small				false

		673						LN		25		14		false		          14   solar installation, so we may have to augment some				false

		674						LN		25		15		false		          15   of that battery charging at night with other				false

		675						LN		25		16		false		          16   resources.  But, like I said, we did this -- we				false

		676						LN		25		17		false		          17   basically put metering up for a very short period of				false

		677						LN		25		18		false		          18   time to give us the granular data so we can make				false

		678						LN		25		19		false		          19   some assumptions to see would this technology work				false

		679						LN		25		20		false		          20   or not.  So as the new metering goes in and we start				false

		680						LN		25		21		false		          21   to see that coming in, we can refine that a little				false

		681						LN		25		22		false		          22   bit tighter.  But I think we're going to be okay				false

		682						LN		25		23		false		          23   with just what we've got for the solar and the				false

		683						LN		25		24		false		          24   install battery that it can take care of that				false

		684						LN		25		25		false		          25   charging for that.  So that local generation will				false
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		686						LN		26		1		false		           1   get released right back into the immediate area.				false

		687						LN		26		2		false		           2   There is not enough solar generation there to				false

		688						LN		26		3		false		           3   permeate back into my system at all.  It will get				false

		689						LN		26		4		false		           4   consumed there by the local load in one way or the				false

		690						LN		26		5		false		           5   other.  We're just going to try to shift the peak				false

		691						LN		26		6		false		           6   from the middle of the day generation to the evening				false

		692						LN		26		7		false		           7   when the load does occur.				false

		693						LN		26		8		false		           8                  COMMISSIONER CLARK:  Thank you.  That				false

		694						LN		26		9		false		           9   concludes my questions.				false

		695						LN		26		10		false		          10                  CHAIRMAN LEVAR:  Anything else for				false

		696						LN		26		11		false		          11   this witness?				false

		697						LN		26		12		false		          12                  MR. JETTER:  No, thank you.				false

		698						LN		26		13		false		          13                  CHAIRMAN LEVAR:  Mr. Solander?				false

		699						LN		26		14		false		          14                  MR. SOLANDER:  Thank you.  Rocky				false

		700						LN		26		15		false		          15   Mountain Power would like to call James Campbell as				false

		701						LN		26		16		false		          16   its third witness.				false

		702						LN		26		17		false		          17                     JAMES CAMPBELL,				false

		703						LN		26		18		false		          18   having been first duly sworn to tell the truth, was				false

		704						LN		26		19		false		          19            examined and testified as follows:				false

		705						LN		26		20		false		          20                       EXAMINATION				false

		706						LN		26		21		false		          21   BY MR. SOLANDER:				false

		707						LN		26		22		false		          22        Q.   Good morning, Mr. Campbell.				false

		708						LN		26		23		false		          23        A.   Good morning.				false

		709						LN		26		24		false		          24        Q.   Could you please state and spell your name				false

		710						LN		26		25		false		          25   for the record?				false
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		712						LN		27		1		false		           1        A.   James Campbell, J-a-m-e-s C-a-m-p-b-e-l-l.				false

		713						LN		27		2		false		           2        Q.   And what is your current position with				false

		714						LN		27		3		false		           3   Rocky Mountain Power?				false

		715						LN		27		4		false		           4        A.   I'm the legislative policy adviser.				false

		716						LN		27		5		false		           5        Q.   And as part of your duties as a				false

		717						LN		27		6		false		           6   legislative policy adviser, did you prepare				false

		718						LN		27		7		false		           7   testimony and Exhibit E to the application, which is				false

		719						LN		27		8		false		           8   entitled Gadsby Emissions Curtailment Program?				false

		720						LN		27		9		false		           9        A.   I did.				false

		721						LN		27		10		false		          10        Q.   Do you have any additions or corrections				false

		722						LN		27		11		false		          11   to that testimony that you would like to make at				false

		723						LN		27		12		false		          12   this time?				false

		724						LN		27		13		false		          13        A.   I do not.				false

		725						LN		27		14		false		          14        Q.   And did you prepare a summary of your				false

		726						LN		27		15		false		          15   testimony that you'd like to share with the				false

		727						LN		27		16		false		          16   Commission?				false

		728						LN		27		17		false		          17        A.   I did.				false

		729						LN		27		18		false		          18        Q.   Please proceed.				false

		730						LN		27		19		false		          19        A.   Thank you.  Pursuant to Senate Bill 115,				false

		731						LN		27		20		false		          20   the Company is requesting approval for up to				false

		732						LN		27		21		false		          21   $500,000 in STEP funding over a five-year period to				false

		733						LN		27		22		false		          22   cover the economic loss of curtailing the operation				false

		734						LN		27		23		false		          23   of Gadsby Power Plant, units 1 through 3, during				false

		735						LN		27		24		false		          24   periods of winter air quality events as defined by				false

		736						LN		27		25		false		          25   the Utah Division of Air Quality.				false
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		738						LN		28		1		false		           1             The Gadsby Power Plant is located in the				false

		739						LN		28		2		false		           2   Salt Lake PM2.5 Non-attainment area.  The power				false

		740						LN		28		3		false		           3   plant will be curtailed after a minimum of 48-hour				false

		741						LN		28		4		false		           4   notification from the Division Of Air Quality of an				false

		742						LN		28		5		false		           5   impending air quality event.  An air quality event				false

		743						LN		28		6		false		           6   is defined as when the Salt Lake non-attainment				false

		744						LN		28		7		false		           7   areas' ambient air conditions are predicted by DEQ				false

		745						LN		28		8		false		           8   to be 25 micrograms per cubic meter for PM2.5.				false

		746						LN		28		9		false		           9             Gadsby units 1 through 3 typically do not				false

		747						LN		28		10		false		          10   operate in the winter.  However, in the last five				false

		748						LN		28		11		false		          11   years, units 1 through 3 have been dispatched in the				false

		749						LN		28		12		false		          12   winter, including during periods of extremely high				false

		750						LN		28		13		false		          13   ambient pollution.  Since the units are only				false

		751						LN		28		14		false		          14   dispatched when they are economic to operate, there				false

		752						LN		28		15		false		          15   is economic impact to not operate.  The Company				false

		753						LN		28		16		false		          16   proposes using a market proxy to determine the				false

		754						LN		28		17		false		          17   replacement of power costs for not operating.  The				false

		755						LN		28		18		false		          18   Company proposes using the Four Corners market hub				false

		756						LN		28		19		false		          19   as the proxy, or if the Commission chooses, market				false

		757						LN		28		20		false		          20   pricing at either the Palo Verde or Mid-C market.				false

		758						LN		28		21		false		          21   If the method of calculating the replacement power				false

		759						LN		28		22		false		          22   is not approved as part of the Gadsby Curtailment				false

		760						LN		28		23		false		          23   Program, then the potential unrecoverable costs				false

		761						LN		28		24		false		          24   would be an unacceptable risk for the Company and				false

		762						LN		28		25		false		          25   would likely not proceed with implementing the				false

		763						PG		29		0		false		page 29				false

		764						LN		29		1		false		           1   program.				false

		765						LN		29		2		false		           2             The Company proposes budgeting a total of				false

		766						LN		29		3		false		           3   $500,000 for the Gadsby Curtailment Program, and				false

		767						LN		29		4		false		           4   once the budget is exhausted, the program will end.				false

		768						LN		29		5		false		           5   If Gadsby is not scheduled to operate during an air				false

		769						LN		29		6		false		           6   quality event, then no action is taken and there is				false

		770						LN		29		7		false		           7   no economic loss and no replacement costs will be				false

		771						LN		29		8		false		           8   requested.  Since Gadsby does not always dispatch in				false

		772						LN		29		9		false		           9   the winter and air quality events last roughly three				false

		773						LN		29		10		false		          10   weeks a year, it is believed that $500,000 is a				false

		774						LN		29		11		false		          11   sufficient budget to cover the cost of the Gadsby				false

		775						LN		29		12		false		          12   Curtailment Program.				false

		776						LN		29		13		false		          13        Q.   Does that conclude your summary?				false

		777						LN		29		14		false		          14        A.   It does.				false

		778						LN		29		15		false		          15                  MR. SOLANDER:  I move the admission				false

		779						LN		29		16		false		          16   of Mr. Campbell's direct testimony and Exhibit E to				false

		780						LN		29		17		false		          17   the application at this time.				false

		781						LN		29		18		false		          18                  CHAIRMAN LEVAR:  Thank you.  I'll ask				false

		782						LN		29		19		false		          19   anyone who objects to that to indicate to me.  I'm				false

		783						LN		29		20		false		          20   not seeing any, so that motion is granted.				false

		784						LN		29		21		false		          21                  MR. SOLANDER:  Thank you.  Mr.				false

		785						LN		29		22		false		          22   Campbell is available for questions to the parties				false

		786						LN		29		23		false		          23   and the Commission.				false

		787						LN		29		24		false		          24                  CHAIRMAN LEVAR:  Thank you.				false

		788						LN		29		25		false		          25   Mr. Jetter?				false
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		1042						LN		39		19		false		          19        Q.   I've just got a few questions.  Good				false

		1043						LN		39		20		false		          20   morning, Mr. McDougal.				false

		1044						LN		39		21		false		          21        A.   Good morning.				false

		1045						LN		39		22		false		          22        Q.   Just looking at page three of your				false

		1046						LN		39		23		false		          23   rebuttal testimony, you described the Solar				false

		1047						LN		39		24		false		          24   Generation Program.  Looking at line 64.				false

		1048						LN		39		25		false		          25        A.   Okay.				false

		1049						PG		40		0		false		page 40				false

		1050						LN		40		1		false		           1        Q.   You had described it as a program to				false

		1051						LN		40		2		false		           2   "solve the voltage issue on the transmission system				false

		1052						LN		40		3		false		           3   caused by distribution load in the area."  Is that				false

		1053						LN		40		4		false		           4   accurate?				false

		1054						LN		40		5		false		           5        A.   That is correct.				false

		1055						LN		40		6		false		           6        Q.   And is it fair to say that transmission				false

		1056						LN		40		7		false		           7   voltage problems requiring re-conductoring or				false

		1057						LN		40		8		false		           8   upgrades are practically always caused by increased				false

		1058						LN		40		9		false		           9   demand on the distribution system?				false

		1059						LN		40		10		false		          10        A.   Yes.  I think that was described by Mr.				false

		1060						LN		40		11		false		          11   Marx earlier.				false

		1061						LN		40		12		false		          12        Q.   Okay.  And you have said that the				false

		1062						LN		40		13		false		          13   investment decision should be made without regard to				false

		1063						LN		40		14		false		          14   the allocation model; you should be choosing the				false

		1064						LN		40		15		false		          15   lowest cost alternative; is that correct?				false

		1065						LN		40		16		false		          16        A.   That is correct.				false

		1066						LN		40		17		false		          17        Q.   And would it then be fair to expect the				false

		1067						LN		40		18		false		          18   similar protections for Utah customers to the extent				false

		1068						LN		40		19		false		          19   that transmission upgrades in other states might be				false

		1069						LN		40		20		false		          20   offset by local projects similar to this?				false

		1070						LN		40		21		false		          21        A.   I'm not sure I completely understand the				false

		1071						LN		40		22		false		          22   question, so I'll try to answer.  If I don't get it				false

		1072						LN		40		23		false		          23   right, correct me.  But I think that all of your				false

		1073						LN		40		24		false		          24   decisions can be done both ways, and it's just like,				false

		1074						LN		40		25		false		          25   you know, a DSM program can help to eliminate				false

		1075						PG		41		0		false		page 41				false

		1076						LN		41		1		false		           1   transmission issues and so can other items.  We				false

		1077						LN		41		2		false		           2   treat those all similar where they are				false

		1078						LN		41		3		false		           3   situs-allocated.				false

		1079						LN		41		4		false		           4        Q.   And I guess my question is, as a				false

		1080						LN		41		5		false		           5   representative looking out to some extent for the				false

		1081						LN		41		6		false		           6   interests of Utah customers, it would be fair then				false

		1082						LN		41		7		false		           7   for Utah customers to expect the Company to make				false

		1083						LN		41		8		false		           8   similar decisions in other states without regard to				false

		1084						LN		41		9		false		           9   allocation?				false

		1085						LN		41		10		false		          10        A.   Correct.  And that is what the Company				false

		1086						LN		41		11		false		          11   does.  As I mentioned in my testimony, we look at				false

		1087						LN		41		12		false		          12   the decisions based upon a total Company view.  We				false

		1088						LN		41		13		false		          13   don't say that, in Mr. Marx's example, a				false

		1089						LN		41		14		false		          14   transmission upgrade in Idaho where they only get				false

		1090						LN		41		15		false		          15   allocated 6 percent, but if they could move				false

		1091						LN		41		16		false		          16   43 percent to Utah, you don't want to make that				false

		1092						LN		41		17		false		          17   decision based upon how Idaho has allocated the cost				false

		1093						LN		41		18		false		          18   and make Utah try to bear additional costs when they				false

		1094						LN		41		19		false		          19   make a suboptimal decision.				false

		1095						LN		41		20		false		          20             Likewise, we expect that in all states, to				false

		1096						LN		41		21		false		          21   look at what's the best for the system.  It's the				false

		1097						LN		41		22		false		          22   only way that a combined system is going to be				false

		1098						LN		41		23		false		          23   optimized.				false

		1099						LN		41		24		false		          24        Q.   I think it would also be fair, probably,				false

		1100						LN		41		25		false		          25   in this specific instance to indicate that or to				false

		1101						PG		42		0		false		page 42				false

		1102						LN		42		1		false		           1   reach the conclusion that this particular project is				false

		1103						LN		42		2		false		           2   going to cost Utah customers more than it would were				false

		1104						LN		42		3		false		           3   it system-allocated.  That's accurate, isn't is?				false

		1105						LN		42		4		false		           4        A.   Yes, that is.				false

		1106						LN		42		5		false		           5                  MR. JETTER:  Okay.  That's all of my				false

		1107						LN		42		6		false		           6   questions.  Thank you.				false

		1108						LN		42		7		false		           7                  CHAIRMAN LEVAR:  Thank you.				false

		1109						LN		42		8		false		           8   Mr. Olsen?				false

		1110						LN		42		9		false		           9                       EXAMINATION				false

		1111						LN		42		10		false		          10   BY MR. OLSEN:				false

		1112						LN		42		11		false		          11        Q.   Thank you.  Good morning, Mr. McDougal.				false

		1113						LN		42		12		false		          12        A.   Good morning.				false

		1114						LN		42		13		false		          13        Q.   So based on what I understand is the				false

		1115						LN		42		14		false		          14   testimony that you have provided -- both you and				false

		1116						LN		42		15		false		          15   Mr. Marx -- these kinds of decisions regarding				false

		1117						LN		42		16		false		          16   distribution solutions or -- well, I guess what you				false

		1118						LN		42		17		false		          17   guys are characterizing as transmission solutions --				false

		1119						LN		42		18		false		          18   are not new to the system.  Thousands of miles of				false

		1120						LN		42		19		false		          19   both distribution and transmission lines, so these				false

		1121						LN		42		20		false		          20   come up more than once, I guess.				false

		1122						LN		42		21		false		          21        A.   Yes.				false

		1123						LN		42		22		false		          22        Q.   So do you know or are you aware of whether				false

		1124						LN		42		23		false		          23   or not you have a breakdown by regulatory				false

		1125						LN		42		24		false		          24   jurisdiction about how frequently -- if it's a				false

		1126						LN		42		25		false		          25   transmission, a circumstance here -- where it's a				false

		1127						PG		43		0		false		page 43				false

		1128						LN		43		1		false		           1   transmission-related issue where you say it is				false

		1129						LN		43		2		false		           2   driven by distribution when the Company has elected				false

		1130						LN		43		3		false		           3   to make a transmission decision as opposed to a				false

		1131						LN		43		4		false		           4   distribution application as you've done here.  Do				false

		1132						LN		43		5		false		           5   you have any sense of how frequently those two types				false

		1133						LN		43		6		false		           6   of decisions are made?				false

		1134						LN		43		7		false		           7        A.   No, I don't.  That would be -- you know,				false

		1135						LN		43		8		false		           8   the engineering group would look at what is the most				false

		1136						LN		43		9		false		           9   optimal decision, and I don't have any information				false

		1137						LN		43		10		false		          10   on that universe of decisions.				false

		1138						LN		43		11		false		          11        Q.   You have described some of the processes				false

		1139						LN		43		12		false		          12   that you went through here.  Can you just help me				false

		1140						LN		43		13		false		          13   understand with a little bit more specificity the				false

		1141						LN		43		14		false		          14   factors that go into deciding whether or not you				false

		1142						LN		43		15		false		          15   make a distribution decision versus a transmission				false

		1143						LN		43		16		false		          16   decision?				false

		1144						LN		43		17		false		          17        A.   I'll give it at a high level, because the				false

		1145						LN		43		18		false		          18   detailed decisions are not made by me; they're made				false

		1146						LN		43		19		false		          19   by the engineering group and the others who really				false

		1147						LN		43		20		false		          20   know the system and know what the options are.  But				false

		1148						LN		43		21		false		          21   what I do know is they will look at the range of				false

		1149						LN		43		22		false		          22   options that are available and choose the one that				false

		1150						LN		43		23		false		          23   fixes the problem and does so in the most economical				false

		1151						LN		43		24		false		          24   way possible.				false

		1152						LN		43		25		false		          25        Q.   And just to -- thank you.  Just to get --				false

		1153						PG		44		0		false		page 44				false

		1154						LN		44		1		false		           1   I want to make sure I understood something in your				false

		1155						LN		44		2		false		           2   summary testimony that you just provided -- you were				false

		1156						LN		44		3		false		           3   saying that consideration of the system allocation				false

		1157						LN		44		4		false		           4   could lead to suboptimal decisions.  Is that what				false

		1158						LN		44		5		false		           5   your concern was?				false

		1159						LN		44		6		false		           6        A.   Yes.				false

		1160						LN		44		7		false		           7        Q.   But that's not necessarily the case, that				false

		1161						LN		44		8		false		           8   it would lead to a suboptimal decision?				false

		1162						LN		44		9		false		           9        A.   As a full system, if everybody were to				false

		1163						LN		44		10		false		          10   look at allocations, it would, in my opinion.				false

		1164						LN		44		11		false		          11   Because of the examples of -- especially in the				false

		1165						LN		44		12		false		          12   smaller states.  If you can choose a decision				false

		1166						LN		44		13		false		          13   that -- Idaho is one of our smaller states close to				false

		1167						LN		44		14		false		          14   us -- if you can choose a decision that you only get				false

		1168						LN		44		15		false		          15   allocated 6 percent as opposed to a hundred percent,				false

		1169						LN		44		16		false		          16   Idaho would naturally choose the 6 percent.  And it				false

		1170						LN		44		17		false		          17   could lead to suboptimal decisions --				false

		1171						LN		44		18		false		          18        Q.   It could.				false

		1172						LN		44		19		false		          19        A.   -- if those opportunities arise, which, as				false

		1173						LN		44		20		false		          20   described by Mr. Marx, there are those decisions.				false

		1174						LN		44		21		false		          21                  MR. OLSEN:  Thank you.  I have no				false

		1175						LN		44		22		false		          22   further questions.				false

		1176						LN		44		23		false		          23                  CHAIRMAN LEVAR:  Ms. Hayes?				false

		1177						LN		44		24		false		          24                  MS. HAYES:  No.  Thank you.				false

		1178						LN		44		25		false		          25                  CHAIRMAN LEVAR:  Ms. Gardner?				false

		1179						PG		45		0		false		page 45				false

		1180						LN		45		1		false		           1                  MS. GARDNER:  No.  Thank you.				false

		1181						LN		45		2		false		           2                  CHAIRMAN LEVAR:  Any redirect?				false

		1182						LN		45		3		false		           3                       EXAMINATION				false

		1183						LN		45		4		false		           4   BY MR. SOLANDER:				false

		1184						LN		45		5		false		           5        Q.   Just one, quickly.  In that last example				false

		1185						LN		45		6		false		           6   as described by Mr. Olsen, what would happen to				false

		1186						LN		45		7		false		           7   overall system costs if each state made the decision				false

		1187						LN		45		8		false		           8   to sub-optimally assign or sub-optimally solve				false

		1188						LN		45		9		false		           9   problems by creating transmission instead of				false

		1189						LN		45		10		false		          10   distribution level investments?				false

		1190						LN		45		11		false		          11        A.   It would raise the overall costs, because				false

		1191						LN		45		12		false		          12   if the project was in Utah, Utah would only bear				false

		1192						LN		45		13		false		          13   43 percent, and 57 percent could get shifted to				false

		1193						LN		45		14		false		          14   other states.  But if it's an overall more expensive				false

		1194						LN		45		15		false		          15   option for the system, the same thing would happen				false

		1195						LN		45		16		false		          16   in Oregon and Wyoming.  They would make these				false

		1196						LN		45		17		false		          17   decisions that might cost more, and Utah would have				false

		1197						LN		45		18		false		          18   to bear 43 percent of those decisions from the				false

		1198						LN		45		19		false		          19   states of Idaho and Oregon and Wyoming.				false

		1199						LN		45		20		false		          20                  MR. SOLANDER:  Thank you.				false

		1200						LN		45		21		false		          21                  CHAIRMAN LEVAR:  Thank you.  Was				false

		1201						LN		45		22		false		          22   there any re-cross, Mr. Jetter?				false

		1202						LN		45		23		false		          23                       EXAMINATION				false

		1203						LN		45		24		false		          24   BY MR. JETTER:				false

		1204						LN		45		25		false		          25        Q.   Just briefly.  Just in relation to that				false

		1205						PG		46		0		false		page 46				false

		1206						LN		46		1		false		           1   question, in this case, can you describe why it				false

		1207						LN		46		2		false		           2   would be unfair to also expect Utah to -- if Utah is				false

		1208						LN		46		3		false		           3   paying a 100 percent of the costs of this, would it				false

		1209						LN		46		4		false		           4   be unreasonable for Utah to expect to retain				false

		1210						LN		46		5		false		           5   100 percent of the benefits if it's also situs				false

		1211						LN		46		6		false		           6   assigned?				false

		1212						LN		46		7		false		           7        A.   That is correct.  As it's described in my				false

		1213						LN		46		8		false		           8   testimony and my summary, we are proposing to do				false

		1214						LN		46		9		false		           9   that through looking at the market value and putting				false

		1215						LN		46		10		false		          10   it into the EBA where we say here is the value of				false

		1216						LN		46		11		false		          11   this energy that's being produced and give that				false

		1217						LN		46		12		false		          12   value to Utah.				false

		1218						LN		46		13		false		          13        Q.   And so is it fair to summarize that as				false

		1219						LN		46		14		false		          14   meaning that the value that you're looking at is				false

		1220						LN		46		15		false		          15   only the output of the solar facility and battery at				false

		1221						LN		46		16		false		          16   market rates and not adding any additional value for				false

		1222						LN		46		17		false		          17   Utah customers for deferring the expense of upgrade				false

		1223						LN		46		18		false		          18   to a facility?				false

		1224						LN		46		19		false		          19        A.   Correct.				false

		1225						LN		46		20		false		          20                  MR. JETTER:  Okay.  Thank you.				false

		1226						LN		46		21		false		          21                  CHAIRMAN LEVAR:  Any other re-cross,				false

		1227						LN		46		22		false		          22   Mr. Olsen?				false

		1228						LN		46		23		false		          23                  MR. OLSEN:  No.  Thank you.				false

		1229						LN		46		24		false		          24                  CHAIRMAN LEVAR:  Ms. Hayes?				false

		1230						LN		46		25		false		          25                  MS. HAYES:  No.  Thank you.				false

		1231						PG		47		0		false		page 47				false

		1232						LN		47		1		false		           1                  CHAIRMAN LEVAR:  No other re-cross?				false

		1233						LN		47		2		false		           2   Ms. Gardner?				false

		1234						LN		47		3		false		           3                  MS. GARDNER:  No.				false

		1235						LN		47		4		false		           4                  CHAIRMAN LEVAR:   Commissioner White,				false

		1236						LN		47		5		false		           5   any questions for Mr. McDougal?				false

		1237						LN		47		6		false		           6                  COMMISSIONER WHITE:  Just a couple.				false

		1238						LN		47		7		false		           7   To this issue, in terms of allocation, putting aside				false

		1239						LN		47		8		false		           8   the initial question from an engineering perspective				false

		1240						LN		47		9		false		           9   of how to address a problem based upon least cost,				false

		1241						LN		47		10		false		          10   et cetera, is there bearing or relationship between				false

		1242						LN		47		11		false		          11   a state-driven policy or statute that drives a				false

		1243						LN		47		12		false		          12   project?  And does that have any -- is that part of				false

		1244						LN		47		13		false		          13   the equation all in terms of how a project is ever				false

		1245						LN		47		14		false		          14   allocated?				false

		1246						LN		47		15		false		          15                  THE WITNESS:  It's only an issue				false

		1247						LN		47		16		false		          16   with -- related to the 2017 protocol, it does talk				false

		1248						LN		47		17		false		          17   about state-specific initiatives should be situs				false

		1249						LN		47		18		false		          18   allocated to those states starting the initiatives.				false

		1250						LN		47		19		false		          19   And that was done within the 2017 protocol largely				false

		1251						LN		47		20		false		          20   because of environmental or other restrictions or				false

		1252						LN		47		21		false		          21   other programs that -- you know, as a general rule,				false

		1253						LN		47		22		false		          22   things and decisions within a state result in those				false

		1254						LN		47		23		false		          23   costs being borne by that state, not moved to				false

		1255						LN		47		24		false		          24   others.				false

		1256						LN		47		25		false		          25                  COMMISSIONER WHITE:  The follow-up				false

		1257						PG		48		0		false		page 48				false

		1258						LN		48		1		false		           1   question, just the one I had for Mr. Marx earlier,				false

		1259						LN		48		2		false		           2   which is is there anything, you know, specific as to				false

		1260						LN		48		3		false		           3   the choice to use the Four Corners pricing hub for				false

		1261						LN		48		4		false		           4   purposes of the replacement power or -- it sounds				false

		1262						LN		48		5		false		           5   like from the testimony that the Company, the				false

		1263						LN		48		6		false		           6   difference between the three -- was there some				false

		1264						LN		48		7		false		           7   reason or rationale driving the decision to choose				false

		1265						LN		48		8		false		           8   Four Corners?				false

		1266						LN		48		9		false		           9                  THE WITNESS:  In talking with our				false

		1267						LN		48		10		false		          10   system dispatch and the people who run the system,				false

		1268						LN		48		11		false		          11   they said that the market hub that most closely				false

		1269						LN		48		12		false		          12   resembles market prices in the state of Utah is Four				false

		1270						LN		48		13		false		          13   Corners.  It's the closest proxy; it's the one				false

		1271						LN		48		14		false		          14   that's really used a lot for the balancing on this				false

		1272						LN		48		15		false		          15   side of the system.				false

		1273						LN		48		16		false		          16                  COMMISSIONER WHITE:  I have no				false

		1274						LN		48		17		false		          17   further questions.  Thank you.				false

		1275						LN		48		18		false		          18                  CHAIRMAN LEVAR:  Commissioner Clark?				false

		1276						LN		48		19		false		          19                  COMMISSIONER CLARK:  Thanks.  It				false

		1277						LN		48		20		false		          20   seems to me that one of issues in front of us is				false

		1278						LN		48		21		false		          21   that we have a relatively new technical approach to				false

		1279						LN		48		22		false		          22   an old problem, the problem being the load in the				false

		1280						LN		48		23		false		          23   given distribution area creating the need for				false

		1281						LN		48		24		false		          24   transmission augmentation.  So one question I have				false

		1282						LN		48		25		false		          25   is, I guess, is that -- I mean, tell me if you				false

		1283						PG		49		0		false		page 49				false

		1284						LN		49		1		false		           1   disagree with that characterization but -- assuming				false

		1285						LN		49		2		false		           2   it's roughly accurate, have you used this approach				false

		1286						LN		49		3		false		           3   at other locations in the PacifiCorp system?				false

		1287						LN		49		4		false		           4                  THE WITNESS:  I'm not aware of any				false

		1288						LN		49		5		false		           5   time we have used this approach.  This is more of a				false

		1289						LN		49		6		false		           6   new approach that's available, that by starting it				false

		1290						LN		49		7		false		           7   we're going to gain more information, we're going to				false

		1291						LN		49		8		false		           8   gain experience on how this can benefit and, you				false

		1292						LN		49		9		false		           9   know, if everything works out as what we hope, this				false

		1293						LN		49		10		false		          10   is something that could spread.  But it's something				false

		1294						LN		49		11		false		          11   that we need to make that initial decision to move				false

		1295						LN		49		12		false		          12   forward.  And let's, you know, try to prove out what				false

		1296						LN		49		13		false		          13   can be accomplished through this kind of a program.				false

		1297						LN		49		14		false		          14                  COMMISSIONER CLARK:  And because of				false

		1298						LN		49		15		false		          15   the allocation consequences of this planning				false

		1299						LN		49		16		false		          16   decision versus an election to augment the				false

		1300						LN		49		17		false		          17   transmission system in some way, I hear in the				false

		1301						LN		49		18		false		          18   questions that you have been asked the desire for				false

		1302						LN		49		19		false		          19   some kind of confirmation that the same decision				false

		1303						LN		49		20		false		          20   rules will apply in other jurisdictions when you've				false

		1304						LN		49		21		false		          21   faced this same kind of issue.  What are your				false

		1305						LN		49		22		false		          22   feelings about that?  Can you confirm for us that				false

		1306						LN		49		23		false		          23   you will continue to be consistent in how you look				false

		1307						LN		49		24		false		          24   at deploying this technological approach, assuming				false

		1308						LN		49		25		false		          25   that it proves beneficial in this instance?				false

		1309						PG		50		0		false		page 50				false

		1310						LN		50		1		false		           1                  THE WITNESS:  Yes.  You know, as				false

		1311						LN		50		2		false		           2   described by Mr. Marx and others, we're going to				false

		1312						LN		50		3		false		           3   look at all of our decisions based upon what's most				false

		1313						LN		50		4		false		           4   economic and what's best for the area.  And if this				false

		1314						LN		50		5		false		           5   works in other areas of the Company, we would				false

		1315						LN		50		6		false		           6   definitely propose it, if it works out and it's the				false

		1316						LN		50		7		false		           7   most economical.				false

		1317						LN		50		8		false		           8                  COMMISSIONER CLARK:  In your rebuttal				false

		1318						LN		50		9		false		           9   testimony, at line 81, you use the phrase				false

		1319						LN		50		10		false		          10   "suboptimal system operating results and increased				false

		1320						LN		50		11		false		          11   overall costs."  So my question is, is there an				false

		1321						LN		50		12		false		          12   operational element to this, too, that -- in other				false

		1322						LN		50		13		false		          13   words, what I think you would view as an improper				false

		1323						LN		50		14		false		          14   consideration of the cost allocation consequences in				false

		1324						LN		50		15		false		          15   the decision-making process, would that drive				false

		1325						LN		50		16		false		          16   suboptimal -- not just increase costs or suboptimal				false

		1326						LN		50		17		false		          17   financial results -- but suboptimal operating				false

		1327						LN		50		18		false		          18   results?  And I just want to understand what you				false

		1328						LN		50		19		false		          19   mean by that phrase.				false

		1329						LN		50		20		false		          20                  THE WITNESS:  By operating results,				false

		1330						LN		50		21		false		          21   I'm talking about our operating and maintenance				false

		1331						LN		50		22		false		          22   expenses, or our expenses as far as how we operate				false

		1332						LN		50		23		false		          23   the system.				false

		1333						LN		50		24		false		          24                  COMMISSIONER CLARK:  There wouldn't				false

		1334						LN		50		25		false		          25   be a reliability risk or some other kind of risk				false

		1335						PG		51		0		false		page 51				false

		1336						LN		51		1		false		           1   that would be also --				false

		1337						LN		51		2		false		           2                  THE WITNESS:  Not that I'm aware of.				false

		1338						LN		51		3		false		           3                  COMMISSIONER CLARK:  -- part of this				false

		1339						LN		51		4		false		           4   equation?				false

		1340						LN		51		5		false		           5                  THE WITNESS:  No.				false

		1341						LN		51		6		false		           6                  COMMISSIONER CLARK:  Those are all my				false

		1342						LN		51		7		false		           7   questions.  Thank you.				false

		1343						LN		51		8		false		           8                  CHAIRMAN LEVAR:  I don't have any				false

		1344						LN		51		9		false		           9   further ones, so thank you, Mr. McDougal.				false

		1345						LN		51		10		false		          10   Mr. Solander?				false

		1346						LN		51		11		false		          11                  MR. SOLANDER:  That's concludes Rocky				false

		1347						LN		51		12		false		          12   Mountain Power's direct case.  Thank you.				false

		1348						LN		51		13		false		          13                  CHAIRMAN LEVAR:  Thank you.				false

		1349						LN		51		14		false		          14   Mr. Jetter?				false

		1350						LN		51		15		false		          15                  MR. JETTER:  Can I request maybe a				false

		1351						LN		51		16		false		          16   15-minute recess?				false

		1352						LN		51		17		false		          17                  CHAIRMAN LEVAR:  Sure.  We'll				false

		1353						LN		51		18		false		          18   reconvene at ten after.  Thank you.				false

		1354						LN		51		19		false		          19                  (A brief recess was taken.)				false

		1355						LN		51		20		false		          20                  CHAIRMAN LEVAR:  Okay.  We're back on				false

		1356						LN		51		21		false		          21   the record.  And I'll just comment to Rocky Mountain				false

		1357						LN		51		22		false		          22   Power, in terms of follow-up questions from the				false

		1358						LN		51		23		false		          23   Commissioners, we would like to ask Mr. McDougal to				false

		1359						LN		51		24		false		          24   remain around for the rest of the hearing, but I'm				false

		1360						LN		51		25		false		          25   not sure there's a need for the other Company				false

		1361						PG		52		0		false		page 52				false

		1362						LN		52		1		false		           1   witnesses.  If there's any interest in releasing				false

		1363						LN		52		2		false		           2   those witnesses rather than keeping them for the				false

		1364						LN		52		3		false		           3   whole hearing, we'll let that be your discretion.				false

		1365						LN		52		4		false		           4   And we'll go to Mr. Jetter.				false

		1366						LN		52		5		false		           5                  MR. JETTER:  The Division -- I'm				false

		1367						LN		52		6		false		           6   sorry, are we ready?  The Division would like to				false

		1368						LN		52		7		false		           7   call and have sworn in Mr. Bob Davis.				false

		1369						LN		52		8		false		           8                     ROBERT A. DAVIS,				false

		1370						LN		52		9		false		           9   having been first duly sworn to tell the truth, was				false

		1371						LN		52		10		false		          10            examined and testified as follows:				false

		1372						LN		52		11		false		          11                       EXAMINATION				false

		1373						LN		52		12		false		          12   BY MR. JETTER:				false

		1374						LN		52		13		false		          13        Q.   Good morning, Mr. Davis.				false

		1375						LN		52		14		false		          14        A.   Good morning.				false

		1376						LN		52		15		false		          15        Q.   Would you please state your name and				false

		1377						LN		52		16		false		          16   occupation for the record?				false

		1378						LN		52		17		false		          17        A.   I'm a utility analyst for the Division of				false

		1379						LN		52		18		false		          18   Public Utilities.				false

		1380						LN		52		19		false		          19        Q.   Thank you.  In the course of your				false

		1381						LN		52		20		false		          20   employment with the Division, and with respect to				false

		1382						LN		52		21		false		          21   matters that you have testified to so far in this				false

		1383						LN		52		22		false		          22   docket, did you create and cause to be filed with				false

		1384						LN		52		23		false		          23   the Commission DPU witness Robert A. Davis direct				false

		1385						LN		52		24		false		          24   testimony filed on November 9th, 2016, along with				false

		1386						LN		52		25		false		          25   rebuttal testimony filed on November 23rd, 2016?				false

		1387						PG		53		0		false		page 53				false

		1388						LN		53		1		false		           1        A.   Yes.				false

		1389						LN		53		2		false		           2        Q.   Do you have any edits or corrections you'd				false

		1390						LN		53		3		false		           3   like to make to this?				false

		1391						LN		53		4		false		           4        A.   I do not.				false

		1392						LN		53		5		false		           5        Q.   And if you were asked the same questions				false

		1393						LN		53		6		false		           6   that are contained in those prefiled testimonies				false

		1394						LN		53		7		false		           7   today, would your answers be the same?				false

		1395						LN		53		8		false		           8        A.   They would.				false

		1396						LN		53		9		false		           9                  MR. JETTER:  I move at this time to				false

		1397						LN		53		10		false		          10   enter into the record direct and rebuttal testimony				false

		1398						LN		53		11		false		          11   from DPU witness Robert A. Davis.				false

		1399						LN		53		12		false		          12                  CHAIRMAN LEVAR:  If any parties				false

		1400						LN		53		13		false		          13   object to that, please indicate to me.  I'm not				false

		1401						LN		53		14		false		          14   seeing any, so the motion is granted.				false

		1402						LN		53		15		false		          15   BY MR. JETTER:				false

		1403						LN		53		16		false		          16        Q.   Thank you.  And, Mr. Davis, have you				false

		1404						LN		53		17		false		          17   prepared a brief statement today?				false

		1405						LN		53		18		false		          18        A.   I have.				false

		1406						LN		53		19		false		          19        Q.   Please go ahead.				false

		1407						LN		53		20		false		          20        A.   Good morning.  The Division reviewed the				false

		1408						LN		53		21		false		          21   Company's application for implementation of the STEP				false

		1409						LN		53		22		false		          22   programs and categories of programs as contained in				false

		1410						LN		53		23		false		          23   the Commission's Phase One order in this docket.				false

		1411						LN		53		24		false		          24   The Company has presented information about the				false

		1412						LN		53		25		false		          25   programs to stakeholders throughout several				false

		1413						PG		54		0		false		page 54				false

		1414						LN		54		1		false		           1   technical conferences and data requests.				false

		1415						LN		54		2		false		           2             After consideration of the proposed				false

		1416						LN		54		3		false		           3   programs, including Phase One of the STEP program,				false

		1417						LN		54		4		false		           4   the Division recommends that the Company be granted				false

		1418						LN		54		5		false		           5   approval of the following:  (1)  Establishing a line				false

		1419						LN		54		6		false		           6   item charge on customer bills for the funding of the				false

		1420						LN		54		7		false		           7   STEP program.  This category also includes				false

		1421						LN		54		8		false		           8   establishing a regulatory liability account to				false

		1422						LN		54		9		false		           9   depreciate thermal generation plant; revising tariff				false

		1423						LN		54		10		false		          10   Schedules 193 and 195; revising the Utah Solar				false

		1424						LN		54		11		false		          11   Incentive Program (USIP) Schedule 107, which will				false

		1425						LN		54		12		false		          12   close the USIP program to new customers at the end				false

		1426						LN		54		13		false		          13   of December 2016; and approving implementation of				false

		1427						LN		54		14		false		          14   the Company's Electric Vehicle infrastructure				false

		1428						LN		54		15		false		          15   incentive program; (2) approval of the Solar and				false

		1429						LN		54		16		false		          16   Storage Program; (3) approval of the Gadsby Emission				false

		1430						LN		54		17		false		          17   Curtailment Program; (4) approval of the Clean Coal				false

		1431						LN		54		18		false		          18   Technology Program for NOx reduction using Neural				false

		1432						LN		54		19		false		          19   Networks and Advanced Catalytic Reduction (SCR)				false

		1433						LN		54		20		false		          20   applications.				false

		1434						LN		54		21		false		          21             The Division recommends that the Company				false

		1435						LN		54		22		false		          22   be required to report its progress and actual				false

		1436						LN		54		23		false		          23   expenditures on these programs throughout the pilot				false

		1437						LN		54		24		false		          24   at least annually through reports and/or technical				false

		1438						LN		54		25		false		          25   conferences so the Division and other stakeholders				false

		1439						PG		55		0		false		page 55				false

		1440						LN		55		1		false		           1   have the opportunity to review the STEP initiatives.				false

		1441						LN		55		2		false		           2             The Division recommends the approval of				false

		1442						LN		55		3		false		           3   this phase of the proceeding be subject to the				false

		1443						LN		55		4		false		           4   accounting treatment and reporting requirements as				false

		1444						LN		55		5		false		           5   outlined by the Company through discussions during				false

		1445						LN		55		6		false		           6   the technical conferences, other meetings with the				false

		1446						LN		55		7		false		           7   Company, testimony and exhibits.  Mr. David Thomson				false

		1447						LN		55		8		false		           8   will address the Division's review of the Phase One				false

		1448						LN		55		9		false		           9   accounting treatment of the STEP program and revised				false

		1449						LN		55		10		false		          10   tariff sheets that are being recommended for				false

		1450						LN		55		11		false		          11   implementation.  Schedule 107 has been revised to				false

		1451						LN		55		12		false		          12   end the Utah Solar Incentive Program December 31st,				false

		1452						LN		55		13		false		          13   2016.  Tariff Sheet No. 107 has been revised to				false

		1453						LN		55		14		false		          14   remove the 2017 Program Incentive Level and				false

		1454						LN		55		15		false		          15   Available Capacity.				false

		1455						LN		55		16		false		          16             The Company is proposing to correct a				false

		1456						LN		55		17		false		          17   transmission voltage issue in Central Utah with a				false

		1457						LN		55		18		false		          18   stationary battery storage system along with a solar				false

		1458						LN		55		19		false		          19   facility funded entirely by Utah customers through				false

		1459						LN		55		20		false		          20   the STEP program.  The battery and solar project				false

		1460						LN		55		21		false		          21   will provide valuable training to Company personnel				false

		1461						LN		55		22		false		          22   which will provide benefits to all customers as				false

		1462						LN		55		23		false		          23   distributed energy resources increase on the system.				false

		1463						LN		55		24		false		          24   The Division believes that Company personnel need to				false

		1464						LN		55		25		false		          25   gain as much understanding of distributed energy				false

		1465						PG		56		0		false		page 56				false

		1466						LN		56		1		false		           1   resources as possible.  The Division's concern lies				false

		1467						LN		56		2		false		           2   in the benefits spread to all the Company's				false

		1468						LN		56		3		false		           3   customers as a result of avoiding the transmission				false

		1469						LN		56		4		false		           4   system upgrades that would otherwise be allocated				false

		1470						LN		56		5		false		           5   systemwide through the multi-state protocol.  By				false

		1471						LN		56		6		false		           6   using the STEP funds for this project, the Solar and				false

		1472						LN		56		7		false		           7   Storage Program is funded by Utah customers alone.				false

		1473						LN		56		8		false		           8   The Division recommends that at a minimum, the				false

		1474						LN		56		9		false		           9   direct cost savings of the project be retained by				false

		1475						LN		56		10		false		          10   Utah customers.  The Division proposes that the				false

		1476						LN		56		11		false		          11   benefits flow through the EBA at the market value of				false

		1477						LN		56		12		false		          12   the output to the grid.  The Division is also				false

		1478						LN		56		13		false		          13   supportive of Utah Clean Energy's request that if				false

		1479						LN		56		14		false		          14   funding, in part or full, is used from Blue Sky				false

		1480						LN		56		15		false		          15   customers for the solar array, then the Blue Sky				false

		1481						LN		56		16		false		          16   Program should receive those same proportions of the				false

		1482						LN		56		17		false		          17   net benefits from the system, provided the				false

		1483						LN		56		18		false		          18   administrative costs do not outweigh the benefits.				false

		1484						LN		56		19		false		          19   Using the EBA as a mechanism for Utah customers to				false

		1485						LN		56		20		false		          20   retain the benefits would be easier to administer.				false

		1486						LN		56		21		false		          21   Additionally, under the Division's proposal, Blue				false

		1487						LN		56		22		false		          22   Sky customers would get a benefit through the EBA				false

		1488						LN		56		23		false		          23   adjustment plus knowing Blue Sky funds were used for				false

		1489						LN		56		24		false		          24   a renewable project.				false

		1490						LN		56		25		false		          25             The Division is supportive of the Office				false

		1491						PG		57		0		false		page 57				false

		1492						LN		57		1		false		           1   of Consumer Services' treatment of Operation,				false

		1493						LN		57		2		false		           2   Maintenance, Administrative and Other (OMAG)				false

		1494						LN		57		3		false		           3   expenses relating to the STEP program.  The Division				false

		1495						LN		57		4		false		           4   does not believe unknown or known OMAG expenses				false

		1496						LN		57		5		false		           5   should be borne by customers to support the pilot				false

		1497						LN		57		6		false		           6   program outside of those covered by the STEP				false

		1498						LN		57		7		false		           7   funding.  The Division supports the Office's				false

		1499						LN		57		8		false		           8   recommendation that OMAG expenses should be				false

		1500						LN		57		9		false		           9   identified during the STEP pilot program and				false

		1501						LN		57		10		false		          10   included in STEP funding.  If STEP OMAG expenses are				false

		1502						LN		57		11		false		          11   not included in STEP funding, then they should be				false

		1503						LN		57		12		false		          12   removed from rates in the next general rate case.				false

		1504						LN		57		13		false		          13             In conclusion, the Division recommends				false

		1505						LN		57		14		false		          14   that the Commission approve the programs under				false

		1506						LN		57		15		false		          15   consideration in Phase One of this proceeding,				false

		1507						LN		57		16		false		          16   subject to the proposed reporting requirements,				false

		1508						LN		57		17		false		          17   accounting treatment, tariff sheet revisions, and				false

		1509						LN		57		18		false		          18   other concerns with the Solar and Storage program				false

		1510						LN		57		19		false		          19   and OMAG expense treatment.				false

		1511						LN		57		20		false		          20        Q.   Thank you.  I'd like to clarify a few				false

		1512						LN		57		21		false		          21   things.  As witnesses from the Company testified				false

		1513						LN		57		22		false		          22   earlier today -- and I'd like to clarify the				false

		1514						LN		57		23		false		          23   position of the Division with respect to the				false

		1515						LN		57		24		false		          24   recommendation for approval of this project -- is				false

		1516						LN		57		25		false		          25   it -- was the Division's recommendation to capture				false

		1517						PG		58		0		false		page 58				false

		1518						LN		58		1		false		           1   benefits through the EBA -- let me rephrase that				false

		1519						LN		58		2		false		           2   question.				false

		1520						LN		58		3		false		           3             Does the Division object to the decision				false

		1521						LN		58		4		false		           4   of the Company in this case to build this facility				false

		1522						LN		58		5		false		           5   on the demand side of the system if it's the lowest				false

		1523						LN		58		6		false		           6   cost alternative?				false

		1524						LN		58		7		false		           7        A.   No.				false

		1525						LN		58		8		false		           8        Q.   And can you describe, kind of briefly, why				false

		1526						LN		58		9		false		           9   the Division recommended the EBA treatment?				false

		1527						LN		58		10		false		          10        A.   The Division believes that if Utah				false

		1528						LN		58		11		false		          11   customers are going to bear the 100 percent of the				false

		1529						LN		58		12		false		          12   cost of this, then they should receive the benefits				false

		1530						LN		58		13		false		          13   from it.				false

		1531						LN		58		14		false		          14        Q.   Okay.  And do you think that the EBA				false

		1532						LN		58		15		false		          15   treatment that captures the market value of the				false

		1533						LN		58		16		false		          16   kilowatt hours delivered from this project into the				false

		1534						LN		58		17		false		          17   system captures the full benefit that is being				false
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		1782						LN		68		5		false		           5   Services.				false

		1783						LN		68		6		false		           6        Q.   Did you file any prefiled testimony in				false

		1784						LN		68		7		false		           7   this docket?				false

		1785						LN		68		8		false		           8        A.   Yes.  On November 9, 2016, I submitted ten				false

		1786						LN		68		9		false		           9   pages of direct testimony.				false

		1787						LN		68		10		false		          10        Q.   Are there any changes that you would				false

		1788						LN		68		11		false		          11   propose to that testimony at this time?				false

		1789						LN		68		12		false		          12        A.   No.				false

		1790						LN		68		13		false		          13                  MR. OLSEN:  I would ask then at this				false

		1791						LN		68		14		false		          14   time that her direct testimony filed on November 9th				false

		1792						LN		68		15		false		          15   be admitted.				false

		1793						LN		68		16		false		          16                  CHAIRMAN LEVAR:  If there is any				false

		1794						LN		68		17		false		          17   objection to that motion, please indicate to me.				false

		1795						LN		68		18		false		          18   I'm not seeing any, so the motion is granted.				false

		1796						LN		68		19		false		          19   BY MR. OLSEN:				false

		1797						LN		68		20		false		          20        Q.   Thank you.  And what was the purpose of				false

		1798						LN		68		21		false		          21   that testimony that you filed?				false

		1799						LN		68		22		false		          22        A.   My testimony introduced two other Office				false

		1800						LN		68		23		false		          23   witnesses, Bela Vastag and Danny Martinez, and				false

		1801						LN		68		24		false		          24   identified the specific areas of Company's filing to				false

		1802						LN		68		25		false		          25   be addressed by each of them.  I also addressed some				false

		1803						PG		69		0		false		page 69				false

		1804						LN		69		1		false		           1   of the Company's proposed changes to three tariffs;				false

		1805						LN		69		2		false		           2   Schedule 107, Utah Solar Incentive Program; Schedule				false

		1806						LN		69		3		false		           3   195, Solar Incentive Program Cost Adjustment; and				false

		1807						LN		69		4		false		           4   Schedule 193, Demand Side Management Cost				false

		1808						LN		69		5		false		           5   Adjustment.				false

		1809						LN		69		6		false		           6        Q.   And have you prepared a summary of your				false

		1810						LN		69		7		false		           7   testimony?				false

		1811						LN		69		8		false		           8        A.   Yes.				false

		1812						LN		69		9		false		           9        Q.   Could you please provide that summary?				false

		1813						LN		69		10		false		          10        A.   In my direct testimony, I identified				false

		1814						LN		69		11		false		          11   necessary corrections or clarifications on tariff				false

		1815						LN		69		12		false		          12   sheets 107.4, 107.1, and 195.2.  The Office also				false

		1816						LN		69		13		false		          13   noted that the Company's proposed changes to				false

		1817						LN		69		14		false		          14   Schedule 195 are so extensive, even including the				false

		1818						LN		69		15		false		          15   tariff title, that it amounts to a completely new				false

		1819						LN		69		16		false		          16   tariff.  For this reason, as well as ease of				false

		1820						LN		69		17		false		          17   reference, over time the Office recommended that the				false

		1821						LN		69		18		false		          18   Company should be required to cancel Schedule 195				false

		1822						LN		69		19		false		          19   and create a new tariff with a new schedule number				false

		1823						LN		69		20		false		          20   for the STEP surcharge tariff.  In the rebuttal				false

		1824						LN		69		21		false		          21   testimony of Company witness Steven R. McDougal,				false

		1825						LN		69		22		false		          22   filed November 23, 2016, the Company agreed to all				false

		1826						LN		69		23		false		          23   of the recommendations made by the Office related to				false

		1827						LN		69		24		false		          24   Schedule 107 and Schedule 195, including creating a				false

		1828						LN		69		25		false		          25   new tariff, Schedule 196 for the STEP surcharge.				false

		1829						PG		70		0		false		page 70				false

		1830						LN		70		1		false		           1             In addition to the recommendations related				false

		1831						LN		70		2		false		           2   to the tariffs discussed above, the Office also				false

		1832						LN		70		3		false		           3   noted that with the Company's plan to capitalize the				false

		1833						LN		70		4		false		           4   annual DSM cost as a DSM regulatory asset and				false

		1834						LN		70		5		false		           5   amortize them over a ten-year period, a sizable				false

		1835						LN		70		6		false		           6   regulatory asset will likely build up over that				false

		1836						LN		70		7		false		           7   period.  While we did not recommend any				false

		1837						LN		70		8		false		           8   modifications to the DSM accounting provisions				false

		1838						LN		70		9		false		           9   proposed by the Company at this time, we stated that				false

		1839						LN		70		10		false		          10   the Office may address this issue in a future				false

		1840						LN		70		11		false		          11   proceeding.				false

		1841						LN		70		12		false		          12             In his summary, Mr. McDougal asked that				false

		1842						LN		70		13		false		          13   the Commission specifically approve the reporting				false

		1843						LN		70		14		false		          14   plan presented by the Company.  Office witnesses				false

		1844						LN		70		15		false		          15   Mr. Martinez and Mr. Vastag will address reporting				false

		1845						LN		70		16		false		          16   in their summaries.  But the Office requests that in				false

		1846						LN		70		17		false		          17   its order on Phase One of this docket that the				false

		1847						LN		70		18		false		          18   Commission specify that they are not approving				false

		1848						LN		70		19		false		          19   reporting related to issues to be heard in Phase				false

		1849						LN		70		20		false		          20   Two.				false

		1850						LN		70		21		false		          21             That concludes my summary.				false

		1851						LN		70		22		false		          22                  MR. OLSEN:  Thank you.  Ms. Murray is				false

		1852						LN		70		23		false		          23   available for questions from the parties or the				false

		1853						LN		70		24		false		          24   Commission.				false

		1854						LN		70		25		false		          25                  CHAIRMAN LEVAR:  Thank you.				false

		1855						PG		71		0		false		page 71				false

		1856						LN		71		1		false		           1   Mr. Jetter, do you have any questions?				false

		1857						LN		71		2		false		           2                  MR. JETTER:  No questions.				false

		1858						LN		71		3		false		           3                  CHAIRMAN LEVAR:  Ms. Hayes?				false

		1859						LN		71		4		false		           4                  MS. HAYES:  No questions.  Thank you.				false

		1860						LN		71		5		false		           5                  CHAIRMAN LEVAR:  Ms. Gardner?				false

		1861						LN		71		6		false		           6                  MS. GARDNER:  No questions.  Thank				false

		1862						LN		71		7		false		           7   you.				false

		1863						LN		71		8		false		           8                  CHAIRMAN LEVAR:  Mr. Solander?				false

		1864						LN		71		9		false		           9                  MR. SOLANDER:  No questions.				false

		1865						LN		71		10		false		          10                  COMMISSIONER CLARK:  No questions.				false

		1866						LN		71		11		false		          11   Thank you.				false

		1867						LN		71		12		false		          12                  CHAIRMAN LEVAR:  Commissioner White?				false

		1868						LN		71		13		false		          13                  COMMISSIONER WHITE:  No questions.				false

		1869						LN		71		14		false		          14   Thank you.				false

		1870						LN		71		15		false		          15                  CHAIRMAN LEVAR:  Thank you,				false

		1871						LN		71		16		false		          16   Ms. Murray.  Mr.Olsen?				false

		1872						LN		71		17		false		          17                  MR. OLSEN:  Thank you.  The Office				false

		1873						LN		71		18		false		          18   would now like to call Mr. Danny Martinez and ask				false

		1874						LN		71		19		false		          19   that he be sworn.				false

		1875						LN		71		20		false		          20                     DANNY MARTINEZ,				false

		1876						LN		71		21		false		          21   having been first duly sworn to tell the truth, was				false

		1877						LN		71		22		false		          22            examined and testified as follows:				false

		1878						LN		71		23		false		          23                       EXAMINATION				false

		1879						LN		71		24		false		          24   BY MR. OLSEN:				false

		1880						LN		71		25		false		          25        Q.   Mr. Martinez, could you please state your				false

		1881						PG		72		0		false		page 72				false

		1882						LN		72		1		false		           1   name for the record, where you work, and what your				false

		1883						LN		72		2		false		           2   position is?				false

		1884						LN		72		3		false		           3        A.   Yes.  My name is Danny Martinez.  I am a				false

		1885						LN		72		4		false		           4   utility analyst for the Office of Consumer Services.				false

		1886						LN		72		5		false		           5   My business address is 160 East 300 South, Salt Lake				false

		1887						LN		72		6		false		           6   City, Utah 84111.				false

		1888						LN		72		7		false		           7        Q.   And as part of your duties as a utility				false

		1889						LN		72		8		false		           8   analyst, did you have occasion to review the STEP				false

		1890						LN		72		9		false		           9   filing under consideration here today?				false

		1891						LN		72		10		false		          10        A.   Yes.				false

		1892						LN		72		11		false		          11        Q.   And as part of that, did you file or cause				false

		1893						LN		72		12		false		          12   to be filed direct testimony on November 9th, 2016?				false

		1894						LN		72		13		false		          13        A.   Yes.				false

		1895						LN		72		14		false		          14        Q.   And did you file or cause to be filed				false

		1896						LN		72		15		false		          15   rebuttal testimony on November 23rd, 2016?				false

		1897						LN		72		16		false		          16        A.   Yes.				false

		1898						LN		72		17		false		          17        Q.   Are there any changes that you'd like to				false

		1899						LN		72		18		false		          18   make to that testimony at this time?				false

		1900						LN		72		19		false		          19        A.   No.				false

		1901						LN		72		20		false		          20                  MR. OLSEN:  I would ask that the				false

		1902						LN		72		21		false		          21   testimony -- that the direct rebuttal testimony --				false

		1903						LN		72		22		false		          22   be admitted at this time.				false

		1904						LN		72		23		false		          23                  CHAIRMAN LEVAR:  If any party has an				false

		1905						LN		72		24		false		          24   objection, please indicate to me.  I'm not seeing				false

		1906						LN		72		25		false		          25   any, so that motion is granted.				false

		1907						PG		73		0		false		page 73				false

		1908						LN		73		1		false		           1   BY MR. OLSEN:				false

		1909						LN		73		2		false		           2        Q.   Thank you.  Mr. Martinez, have you				false

		1910						LN		73		3		false		           3   provided a summary for the Commission at this time?				false

		1911						LN		73		4		false		           4        A.   Yes, I have.				false

		1912						LN		73		5		false		           5        Q.   Could you please proceed?				false

		1913						LN		73		6		false		           6        A.   Yes.  Good morning, Commissioners.  My				false

		1914						LN		73		7		false		           7   testimony addresses the Phase One Clean Coal				false

		1915						LN		73		8		false		           8   projects, related to NOx emissions reduction and the				false

		1916						LN		73		9		false		           9   Gadsby Curtailment program.  Since the Commission's				false

		1917						LN		73		10		false		          10   scheduling order allows for live surrebuttal				false

		1918						LN		73		11		false		          11   testimony, I will include a brief response to the				false

		1919						LN		73		12		false		          12   Company's rebuttal testimony in this summary.				false

		1920						LN		73		13		false		          13             With respect to the Phase One Clean Coal				false

		1921						LN		73		14		false		          14   projects, the Office raised concerns regarding				false

		1922						LN		73		15		false		          15   reporting requirements and OMAG expenses.  In				false

		1923						LN		73		16		false		          16   rebuttal testimony, the Company proposed more				false

		1924						LN		73		17		false		          17   specific reporting for all of the STEP programs.				false

		1925						LN		73		18		false		          18   The company's proposal adequately addresses the				false

		1926						LN		73		19		false		          19   Office's concerns regarding reporting requirements				false

		1927						LN		73		20		false		          20   and addresses the Office's reporting				false

		1928						LN		73		21		false		          21   recommendations.				false

		1929						LN		73		22		false		          22             Regarding OMAG expenses, the Office agrees				false

		1930						LN		73		23		false		          23   with the Division that those costs need to be				false

		1931						LN		73		24		false		          24   identified and quantified and included in the				false

		1932						LN		73		25		false		          25   Company's STEP budget.  The Office contends that the				false

		1933						PG		74		0		false		page 74				false

		1934						LN		74		1		false		           1   Company should reserve STEP funds from funds				false

		1935						LN		74		2		false		           2   authorized by the Legislature to be used for OMAG				false

		1936						LN		74		3		false		           3   expenses rather than seek recovery outside of the				false

		1937						LN		74		4		false		           4   STEP line item charge for the years during which				false

		1938						LN		74		5		false		           5   STEP is in place.				false

		1939						LN		74		6		false		           6             With respect to the Gadsby Curtailment				false

		1940						LN		74		7		false		           7   Program, my testimony indicated that Company did not				false

		1941						LN		74		8		false		           8   sufficiently explain how the value of curtailment				false

		1942						LN		74		9		false		           9   replacement power cost is calculated and why the				false

		1943						LN		74		10		false		          10   Four Corners hub would be appropriate to use as a				false

		1944						LN		74		11		false		          11   market proxy.  I further recommended that the				false

		1945						LN		74		12		false		          12   Commission approve the Gadsby Curtailment Program				false

		1946						LN		74		13		false		          13   without specifically authorizing the method of				false

		1947						LN		74		14		false		          14   calculation for replacement power costs.  Instead,				false

		1948						LN		74		15		false		          15   the Office recommended that the Commission require				false

		1949						LN		74		16		false		          16   additional supporting information in the annual EBA				false

		1950						LN		74		17		false		          17   filing if the Company seeks STEP funds for Gadsby				false

		1951						LN		74		18		false		          18   Curtailment in that year.				false

		1952						LN		74		19		false		          19             In rebuttal testimony, Mr. McDougal				false

		1953						LN		74		20		false		          20   opposed this recommendation.  He indicated that				false

		1954						LN		74		21		false		          21   determining actual replacement costs would be				false

		1955						LN		74		22		false		          22   burdensome and potentially controversial, and				false

		1956						LN		74		23		false		          23   recommended that the Commission approve the use of				false

		1957						LN		74		24		false		          24   the formula that he presented and the Four Corners				false

		1958						LN		74		25		false		          25   hub as the appropriate market proxy to use in				false

		1959						PG		75		0		false		page 75				false

		1960						LN		75		1		false		           1   replacement cost calculation.  However, Mr. McDougal				false

		1961						LN		75		2		false		           2   also offered to include in future reporting				false

		1962						LN		75		3		false		           3   requirements a justification in a future EBA filing				false

		1963						LN		75		4		false		           4   if the Company proposes to use a different hub in				false

		1964						LN		75		5		false		           5   the future.  He agreed to use a different market hub				false

		1965						LN		75		6		false		           6   as proxy if ordered by the Commission.				false

		1966						LN		75		7		false		           7             My testimony did not oppose the				false

		1967						LN		75		8		false		           8   replacement power cost estimate or the use of a				false

		1968						LN		75		9		false		           9   market proxy; rather, I was concerned that the				false

		1969						LN		75		10		false		          10   filing was confusing and did not sufficiently				false

		1970						LN		75		11		false		          11   explain the process.  The detailed explanations were				false

		1971						LN		75		12		false		          12   all obtained through the discovery process.  To be				false

		1972						LN		75		13		false		          13   clear, the Office agrees with Mr. McDougal that the				false

		1973						LN		75		14		false		          14   formula provided in response to OCS 3.4 and his				false

		1974						LN		75		15		false		          15   rebuttal testimony is a reasonable estimation for				false

		1975						LN		75		16		false		          16   curtailment replacement power costs.				false

		1976						LN		75		17		false		          17             However, the Office contends that				false

		1977						LN		75		18		false		          18   insufficient evidence has been presented in this				false

		1978						LN		75		19		false		          19   proceeding to determine the appropriate hub to be				false

		1979						LN		75		20		false		          20   used as a market proxy.  Further, it is clear that				false

		1980						LN		75		21		false		          21   the Company would like to be able to justify a				false

		1981						LN		75		22		false		          22   change in what hub is used if appropriate in future				false

		1982						LN		75		23		false		          23   years.  For these reasons, the Office continues to				false

		1983						LN		75		24		false		          24   recommend that the Commission require the Company to				false

		1984						LN		75		25		false		          25   justify what market should be used as a market proxy				false

		1985						PG		76		0		false		page 76				false

		1986						LN		76		1		false		           1   price if it requests STEP funds to reimburse the				false

		1987						LN		76		2		false		           2   Gadsby curtailment costs in a future EBA proceeding.				false

		1988						LN		76		3		false		           3   To clarify our position, the Office supports the				false

		1989						LN		76		4		false		           4   Commission approving the Gadsby Curtailment Program				false

		1990						LN		76		5		false		           5   and the general method of calculation of replacement				false

		1991						LN		76		6		false		           6   power costs but requests that the issue of the				false

		1992						LN		76		7		false		           7   appropriate hub be addressed in each relevant future				false

		1993						LN		76		8		false		           8   EBA proceeding.				false

		1994						LN		76		9		false		           9             The Office still recommends the Commission				false

		1995						LN		76		10		false		          10   require an additional filing requirement for the				false

		1996						LN		76		11		false		          11   Company in its annual EBA filing if it seeks STEP				false

		1997						LN		76		12		false		          12   funds for Gadsby curtailment in that year.				false

		1998						LN		76		13		false		          13             That's the conclusion of my summary.				false

		1999						LN		76		14		false		          14                  MR. OLSEN:  Thank you.  Mr. Martinez				false

		2000						LN		76		15		false		          15   is available for questions from the parties or the				false

		2001						LN		76		16		false		          16   Commission.				false

		2002						LN		76		17		false		          17                  CHAIRMAN LEVAR:  Thank you.  Mr.				false

		2003						LN		76		18		false		          18   Jetter?				false

		2004						LN		76		19		false		          19                  MR. JETTER:  No questions.				false

		2005						LN		76		20		false		          20                  CHAIRMAN LEVAR:  Ms. Hayes?				false

		2006						LN		76		21		false		          21                  MS. HAYES:  No questions.				false

		2007						LN		76		22		false		          22                  CHAIRMAN LEVAR:  Ms. Gardner?				false

		2008						LN		76		23		false		          23                  MS. GARDNER:  No questions.  Thank				false

		2009						LN		76		24		false		          24   you.				false

		2010						LN		76		25		false		          25                  CHAIRMAN LEVAR:  Thank you.				false

		2011						PG		77		0		false		page 77				false

		2012						LN		77		1		false		           1   Mr. Solander?				false

		2013						LN		77		2		false		           2                  MR. SOLANDER:  No questions.				false

		2014						LN		77		3		false		           3                  CHAIRMAN LEVAR:  Commissioner White?				false

		2015						LN		77		4		false		           4                  COMMMISSIONER WHITE:  So my				false

		2016						LN		77		5		false		           5   understanding -- and that was helpful, the				false

		2017						LN		77		6		false		           6   clarification on the curtailment power costs -- is				false

		2018						LN		77		7		false		           7   the Office is not necessarily opposed to using one				false

		2019						LN		77		8		false		           8   of those three -- Mid-C, Four Corners, or Palo				false

		2020						LN		77		9		false		           9   Verde -- it's just that they want to reserve the				false

		2021						LN		77		10		false		          10   right to address justification.  It's not that they				false

		2022						LN		77		11		false		          11   want to actually use the actual costs; they're okay				false

		2023						LN		77		12		false		          12   with the proxy.  They want to be able to address one				false

		2024						LN		77		13		false		          13   of those three proxies at the time.				false

		2025						LN		77		14		false		          14                  THE WITNESS:  That's correct.  Yes.				false

		2026						LN		77		15		false		          15                  CHAIRMAN LEVAR:  Commissioner Clark?				false

		2027						LN		77		16		false		          16                  COMMISSIONER CLARK:  I want to				false

		2028						LN		77		17		false		          17   express appreciation also for the clarification				false

		2029						LN		77		18		false		          18   because I had a few questions that I can eliminate				false

		2030						LN		77		19		false		          19   now.  But I am still interested to know or				false

		2031						LN		77		20		false		          20   understand better the extent to which the Office				false

		2032						LN		77		21		false		          21   specifically objects to Four Corners as the				false
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		2048						LN		78		11		false		          11   to that.  In your opinion, does that provide				false

		2049						LN		78		12		false		          12   sufficient certainty to the utility to make				false
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		2065						LN		79		2		false		           2   all I have.  Thank you, Mr. Martinez.  Mr. Olsen?				false

		2066						LN		79		3		false		           3                  MR. OLSEN:  Thank you.  The Office				false
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		2068						LN		79		5		false		           5                       BELA VASTAG,				false
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		2072						LN		79		9		false		           9   BY MR. OLSEN:				false

		2073						LN		79		10		false		          10        Q.   Mr. Vastag, could you please state your				false
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		2077						LN		79		14		false		          14   that for the court reporter.  B-e-l-a, last name				false
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		2079						LN		79		16		false		          16   Office of Consumer Services, and my business address				false
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		2082						LN		79		19		false		          19   analyst for the Office of Consumer Services, did you				false

		2083						LN		79		20		false		          20   have occasion to review the filing under				false

		2084						LN		79		21		false		          21   consideration -- the STEP filing under consideration				false

		2085						LN		79		22		false		          22   here today?				false

		2086						LN		79		23		false		          23        A.   Yes.				false

		2087						LN		79		24		false		          24        Q.   And did you file or cause to be filed				false

		2088						LN		79		25		false		          25   direct testimony on November 9th, 2016 and rebuttal				false

		2089						PG		80		0		false		page 80				false

		2090						LN		80		1		false		           1   testimony on November 23, 2016 in response to that				false

		2091						LN		80		2		false		           2   filing?				false

		2092						LN		80		3		false		           3        A.   Yes.				false

		2093						LN		80		4		false		           4        Q.   Are there any corrections or revisions				false

		2094						LN		80		5		false		           5   you'd like to make at this time?				false
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		2105						LN		80		16		false		          16        A.   Yes, I have.				false

		2106						LN		80		17		false		          17        Q.   Would you please provide the summary now?				false
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		2117						LN		81		2		false		           2   always successful, and this is a risk that one				false
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		2132						LN		81		17		false		          17   caused by how the costs of such a project would be				false
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		2278						LN		87		7		false		           7        A.   Yes.				false

		2279						LN		87		8		false		           8        Q.   So you heard his hypothetical about the				false

		2280						LN		87		9		false		           9   same exact Solar and Energy Storage project in Idaho				false

		2281						LN		87		10		false		          10   instead of in Utah?				false

		2282						LN		87		11		false		          11        A.   Yes.				false

		2283						LN		87		12		false		          12        Q.   Now, if that project was built on the				false

		2284						LN		87		13		false		          13   distribution side in Idaho, would the Office accept				false

		2285						LN		87		14		false		          14   if 43 percent of the cost of that project was				false

		2286						LN		87		15		false		          15   assigned to Utah and recommended the Company be				false

		2287						LN		87		16		false		          16   allowed recovery of 43 percent of the total cost of				false

		2288						LN		87		17		false		          17   that project in its next rate case?				false

		2289						LN		87		18		false		          18        A.   Well, that hypothetical is really				false

		2290						LN		87		19		false		          19   impossible to answer without a lot more detail.				false

		2291						LN		87		20		false		          20        Q.   No, that's the exact same project we're				false

		2292						LN		87		21		false		          21   presenting today.				false

		2293						LN		87		22		false		          22        A.   Well, if there was a process in place as				false

		2294						LN		87		23		false		          23   we propose, you know, for future projects, then of				false

		2295						LN		87		24		false		          24   course we would agree, because we would have been				false

		2296						LN		87		25		false		          25   involved in the process to determine how that would				false

		2297						PG		88		0		false		page 88				false

		2298						LN		88		1		false		           1   work.				false

		2299						LN		88		2		false		           2        Q.   So you're saying that you would support,				false

		2300						LN		88		3		false		           3   in the future, if transmission level and if				false

		2301						LN		88		4		false		           4   distribution investments to solve a transmission				false

		2302						LN		88		5		false		           5   problem were made in Idaho, you would support 43				false

		2303						LN		88		6		false		           6   percent of the cost being assigned to Utah?				false

		2304						LN		88		7		false		           7        A.   Yes.  A good example would be there are				false

		2305						LN		88		8		false		           8   several expensive transmission projects being				false

		2306						LN		88		9		false		           9   proposed in Idaho and Wyoming -- and Utah Gateway				false

		2307						LN		88		10		false		          10   comes to mind -- and if there was a less expensive				false

		2308						LN		88		11		false		          11   distribution solution, then we would see, you know,				false

		2309						LN		88		12		false		          12   merit in postponing or not investing in billions of				false

		2310						LN		88		13		false		          13   dollars of transmission, yes.				false

		2311						LN		88		14		false		          14                  MR. SOLANDER:  One moment, please.				false

		2312						LN		88		15		false		          15   No further questions.  Thank you.				false

		2313						LN		88		16		false		          16                  CHAIRMAN LEVAR:  Any redirect?				false

		2314						LN		88		17		false		          17                  MR. OLSEN:  Yes, if I may.				false

		2315						LN		88		18		false		          18                   REDIRECT EXAMINATION				false

		2316						LN		88		19		false		          19   BY MR. OLSEN:				false

		2317						LN		88		20		false		          20        Q.    Mr. Vastag, in your response to				false

		2318						LN		88		21		false		          21   Mr. Solander's question, you spoke about the				false

		2319						LN		88		22		false		          22   process.  Is that a proposed process that the Office				false

		2320						LN		88		23		false		          23   is suggesting?  A comprehensive review of all facts				false

		2321						LN		88		24		false		          24   and circumstances regarding any of those kinds of				false

		2322						LN		88		25		false		          25   decisions that would go on in the future with an				false

		2323						PG		89		0		false		page 89				false

		2324						LN		89		1		false		           1   opportunity to review and evaluate the specific				false

		2325						LN		89		2		false		           2   facts and circumstances of those decisions that are				false

		2326						LN		89		3		false		           3   made in this jurisdiction?				false

		2327						LN		89		4		false		           4        A.   Yes.  I would say that would be the				false

		2328						LN		89		5		false		           5   beginning of the process so we could understand what				false

		2329						LN		89		6		false		           6   the factors are.  And, then, of course, out of that				false

		2330						LN		89		7		false		           7   should come some method or way to handle these				false

		2331						LN		89		8		false		           8   distribution versus transmission decisions where				false

		2332						LN		89		9		false		           9   state allocation is a problem and where a state such				false

		2333						LN		89		10		false		          10   as Idaho may not approve a solar/battery project				false

		2334						LN		89		11		false		          11   when it's going to shoulder a hundred percent of the				false

		2335						LN		89		12		false		          12   costs when its allocated costs would be 6 percent.				false

		2336						LN		89		13		false		          13        Q.   And to your knowledge, a robust process as				false

		2337						LN		89		14		false		          14   you're describing now is not in existence at this				false

		2338						LN		89		15		false		          15   time?				false

		2339						LN		89		16		false		          16        A.   No, it's not.  This is new a new area of				false

		2340						LN		89		17		false		          17   analysis.				false

		2341						LN		89		18		false		          18                  MR. OLSEN:  Thank you.  I have				false

		2342						LN		89		19		false		          19   nothing further.				false

		2343						LN		89		20		false		          20                  CHAIRMAN LEVAR:  Thank you.  Any				false

		2344						LN		89		21		false		          21   recross, Mr. Solander?				false

		2345						LN		89		22		false		          22                  MR. SOLANDER:  No.  Thank you.				false

		2346						LN		89		23		false		          23                  CHAIRMAN LEVAR:  Commissioner Clark?				false

		2347						LN		89		24		false		          24                  COMMISSIONER CLARK:  No questions.				false

		2348						LN		89		25		false		          25   Thank you.				false

		2349						PG		90		0		false		page 90				false

		2350						LN		90		1		false		           1                  CHAIRMAN LEVAR:  Commissioner White?				false

		2351						LN		90		2		false		           2                  COMMMISSIONER WHITE:  I want to				false

		2352						LN		90		3		false		           3   circle back on this concept of, I guess, the				false

		2353						LN		90		4		false		           4   compensation for the generation from the solar				false

		2354						LN		90		5		false		           5   panels.  Maybe I'm confusing this, but are you				false

		2355						LN		90		6		false		           6   talking about the gross generation from those panels				false

		2356						LN		90		7		false		           7   or is that netted out for what's utilized for				false

		2357						LN		90		8		false		           8   station power and batteries?				false

		2358						LN		90		9		false		           9                  THE WITNESS:  Honestly, we haven't				false

		2359						LN		90		10		false		          10   delved into the details.  We agree on a high level,				false

		2360						LN		90		11		false		          11   you know, at a high level on the concept that Utah				false

		2361						LN		90		12		false		          12   Clean Energy proposes.  We were just concerned that				false

		2362						LN		90		13		false		          13   the value of the grant program may be overvalued if				false

		2363						LN		90		14		false		          14   it was based on a retail-type rate.				false

		2364						LN		90		15		false		          15                  COMMMISSIONER WHITE:  And the avoided				false

		2365						LN		90		16		false		          16   costs, I mean, is that something you would consider				false

		2366						LN		90		17		false		          17   just as a, you know, like the Schedule 37 feed in or				false

		2367						LN		90		18		false		          18   a Schedule 38 or a separate proceeding to determine				false

		2368						LN		90		19		false		          19   whatever the avoided cost of that specific --				false

		2369						LN		90		20		false		          20                  THE WITNESS:  I suggested in my				false

		2370						LN		90		21		false		          21   testimony since this facility would be of the size				false

		2371						LN		90		22		false		          22   that falls under Schedule 37, that we could just use				false

		2372						LN		90		23		false		          23   the Schedule 37 as -- simply as the price.				false

		2373						LN		90		24		false		          24                  COMMMISSIONER WHITE:  And earlier you				false

		2374						LN		90		25		false		          25   were discussing the concept -- I think I heard you				false

		2375						PG		91		0		false		page 91				false

		2376						LN		91		1		false		           1   correctly about, you know, this an R&D project, and				false

		2377						LN		91		2		false		           2   tell me if I'm mischaracterizing this -- is the				false

		2378						LN		91		3		false		           3   concept you were -- is the concept that because				false

		2379						LN		91		4		false		           4   there's going to be lessons learned and potential				false

		2380						LN		91		5		false		           5   intellectual property that flow from this project to				false

		2381						LN		91		6		false		           6   that, if Utah were to pay for that, they should				false

		2382						LN		91		7		false		           7   somehow be able to capture, or is that going to be,				false

		2383						LN		91		8		false		           8   you know, a benefit to all states, and so there				false

		2384						LN		91		9		false		           9   should be some kind of inverse relationship between				false

		2385						LN		91		10		false		          10   those two?				false

		2386						LN		91		11		false		          11                  THE WITNESS:  No, the concept was R&D				false

		2387						LN		91		12		false		          12   projects are unknown whether or not they will work,				false

		2388						LN		91		13		false		          13   so if we are going to invest Utah funds, we should				false

		2389						LN		91		14		false		          14   at least have the opportunity to use them -- you				false

		2390						LN		91		15		false		          15   know, the knowledge of the technology that we've				false

		2391						LN		91		16		false		          16   gained from such a project -- to benefit the entire				false

		2392						LN		91		17		false		          17   system, to benefit -- if Utah, again, or other				false

		2393						LN		91		18		false		          18   jurisdictions, and we're just concerned that if this				false

		2394						LN		91		19		false		          19   cost allocation question comes up in other states,				false

		2395						LN		91		20		false		          20   they may not approve of such a project and we've				false

		2396						LN		91		21		false		          21   lost, you know, the benefit of that knowledge in				false

		2397						LN		91		22		false		          22   that case.				false

		2398						LN		91		23		false		          23                  COMMMISSIONER WHITE:  One final				false

		2399						LN		91		24		false		          24   question.  I asked this -- and Chairman LeVar asked				false

		2400						LN		91		25		false		          25   it in a different way earlier -- but I'm wondering				false

		2401						PG		92		0		false		page 92				false

		2402						LN		92		1		false		           1   if you have a position on whether there's a				false

		2403						LN		92		2		false		           2   distinction between this type of project that flows				false

		2404						LN		92		3		false		           3   out of a legislative directive and something like,				false

		2405						LN		92		4		false		           4   for example, an RPS related project from another				false

		2406						LN		92		5		false		           5   state.  Is there a distinction or is that not a				false

		2407						LN		92		6		false		           6   factor in how projects are being allocated within a				false

		2408						LN		92		7		false		           7   system?				false

		2409						LN		92		8		false		           8                  THE WITNESS:  We really didn't				false

		2410						LN		92		9		false		           9   consider it from that perspective.  In my opinion, I				false

		2411						LN		92		10		false		          10   think an RPS project would be a different type of				false

		2412						LN		92		11		false		          11   RPS related project because it would be a mandated				false

		2413						LN		92		12		false		          12   policy related project.  To meet a specific goal				false

		2414						LN		92		13		false		          13   and, in this case, the choice of an innovative				false

		2415						LN		92		14		false		          14   technology project, there are potentially many				false

		2416						LN		92		15		false		          15   candidates for this project; not just this project.				false

		2417						LN		92		16		false		          16                  COMMMISSIONER WHITE:  That's all I've				false

		2418						LN		92		17		false		          17   got.				false

		2419						LN		92		18		false		          18                  CHAIRMAN LEVAR:  I don't have				false

		2420						LN		92		19		false		          19   anything, so thank you Mr. Vastag.  Mr. Olsen, do				false

		2421						LN		92		20		false		          20   you have any else?				false

		2422						LN		92		21		false		          21                  MR. OLSEN:  Nothing further at this				false

		2423						LN		92		22		false		          22   time.  Thank you.				false

		2424						LN		92		23		false		          23                  CHAIRMAN LEVAR:  Thank you.  I wonder				false

		2425						LN		92		24		false		          24   if you could indulge one question I have, follow up				false

		2426						LN		92		25		false		          25   for Rocky Mountain Power before we move to Ms.				false

		2427						PG		93		0		false		page 93				false

		2428						LN		93		1		false		           1   Wright's testimony.  While I see that Mr. Campbell				false

		2429						LN		93		2		false		           2   is still in the room, I don't know if this question				false

		2430						LN		93		3		false		           3   is best for him or Mr. McDougal, but I would just				false

		2431						LN		93		4		false		           4   like to ask Rocky Mountain Power if -- based on				false

		2432						LN		93		5		false		           5   Mr. Martinez's clarifications, I think we heard in				false

		2433						LN		93		6		false		           6   his testimony what your position is on the Gadsby				false

		2434						LN		93		7		false		           7   curtailment with respect to certainty if there were				false

		2435						LN		93		8		false		           8   certainty of the use of a proxy, but not certainty				false

		2436						LN		93		9		false		           9   until a following EBA docket of -- which of the				false

		2437						LN		93		10		false		          10   three proxies were going to be used.				false

		2438						LN		93		11		false		          11                  MR. SOLANDER:  I think				false

		2439						LN		93		12		false		          12   Mr. McDougal -- I don't know if you want to re-call				false

		2440						LN		93		13		false		          13   him --				false

		2441						LN		93		14		false		          14                  CHAIRMAN LEVAR:  He can just answer				false

		2442						LN		93		15		false		          15   from the stand.				false

		2443						LN		93		16		false		          16                  MR. MCDOUGAL:  I think we would be				false

		2444						LN		93		17		false		          17   okay determining the proxy, but what I don't think				false

		2445						LN		93		18		false		          18   we would be okay with is making it an issue that we				false

		2446						LN		93		19		false		          19   have to re-litigate every EBA.  One of the things we				false

		2447						LN		93		20		false		          20   would like is certainty to know that we're using a				false

		2448						LN		93		21		false		          21   certain proxy and that not every time it's the				false

		2449						LN		93		22		false		          22   lowest of the three and we're not picking and				false

		2450						LN		93		23		false		          23   choosing.  We would prefer to have the certainty of				false

		2451						LN		93		24		false		          24   a known proxy, and we would prefer for it to be				false

		2452						LN		93		25		false		          25   determined in this proceeding.  If it's not, as long				false

		2453						PG		94		0		false		page 94				false

		2454						LN		94		1		false		           1   as it is going to be one proxy and not change every				false

		2455						LN		94		2		false		           2   time, we would be okay with it.				false

		2456						LN		94		3		false		           3                  CHAIRMAN LEVAR:  Thank you.  That				false

		2457						LN		94		4		false		           4   answers my question.  Any other follow-ups while				false

		2458						LN		94		5		false		           5   we're doing this?				false

		2459						LN		94		6		false		           6                  COMMISSIONER CLARK:  I appreciate,				false

		2460						LN		94		7		false		           7   Chairman LeVar, that you've raised this, because I				false

		2461						LN		94		8		false		           8   wanted to pursue the same general subject area.				false

		2462						LN		94		9		false		           9   Could you explain why or what challenges would exist				false

		2463						LN		94		10		false		          10   for the Company if the process was simply that when				false

		2464						LN		94		11		false		          11   there's a curtailment that you then look to the				false

		2465						LN		94		12		false		          12   lowest of, say, the three hubs that have been				false

		2466						LN		94		13		false		          13   mentioned -- Mid-C, Four Corners, and Palo Verde --				false

		2467						LN		94		14		false		          14   and use the lowest of those at that time?  Are there				false

		2468						LN		94		15		false		          15   technical challenges there that I don't -- I'd like				false

		2469						LN		94		16		false		          16   to understand if --				false

		2470						LN		94		17		false		          17                  THE WITNESS:  No, there are not				false

		2471						LN		94		18		false		          18   technical challenges to that.  Because we know the				false

		2472						LN		94		19		false		          19   prices of all three, but in reality from a planning				false

		2473						LN		94		20		false		          20   perspective and from an actual perspective, what				false

		2474						LN		94		21		false		          21   we're saying is let's use a market price hub as the				false

		2475						LN		94		22		false		          22   proxy.  If we assume that we're getting the				false

		2476						LN		94		23		false		          23   replacement power from Mid-C or from Four Corners, I				false

		2477						LN		94		24		false		          24   think we ought to be consistent because the system				false

		2478						LN		94		25		false		          25   is going to operate the same.  It's going to pull				false
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		2480						LN		95		1		false		           1   replacement from that same hub all the time.  It's				false

		2481						LN		95		2		false		           2   not going to say, you know, let's always use the				false

		2482						LN		95		3		false		           3   lowest; there's transmission constraints, there's				false

		2483						LN		95		4		false		           4   other issues.  And that's why we believe Four				false

		2484						LN		95		5		false		           5   Corners is the best because of its proximity to the				false

		2485						LN		95		6		false		           6   load that we're using, its proximity to Gadsby.  And				false

		2486						LN		95		7		false		           7   that's why I think we ought to use one hub.  We				false

		2487						LN		95		8		false		           8   shouldn't change back and forth because in reality,				false

		2488						LN		95		9		false		           9   we're not changing the way we serve the load.				false

		2489						LN		95		10		false		          10                  COMMISSIONER CLARK:  That helps me				false

		2490						LN		95		11		false		          11   understand.  So it's not just a matter of -- I mean,				false

		2491						LN		95		12		false		          12   your decision as to where you go for the replacement				false

		2492						LN		95		13		false		          13   power isn't going to be driven solely by the prices				false

		2493						LN		95		14		false		          14   at the hub.  There's a number of factors that you'll				false

		2494						LN		95		15		false		          15   be considering.  Is that what you're saying?				false

		2495						LN		95		16		false		          16                  THE WITNESS:  That's correct, because				false

		2496						LN		95		17		false		          17   we're continually trading at multiple hubs, not				false

		2497						LN		95		18		false		          18   just, you know, at one hub.  And we do it because of				false

		2498						LN		95		19		false		          19   constraints of where we can find the power.				false

		2499						LN		95		20		false		          20                  COMMISSIONER CLARK:  Thank you.  That				false

		2500						LN		95		21		false		          21   concludes my questions.				false

		2501						LN		95		22		false		          22                  COMMMISSIONER WHITE:  One final				false

		2502						LN		95		23		false		          23   follow-up on that concept.  Is there a reason that				false

		2503						LN		95		24		false		          24   the Company couldn't utilize a blended proxy rate?				false

		2504						LN		95		25		false		          25   In other words, if there's really no specific -- it				false

		2505						PG		96		0		false		page 96				false

		2506						LN		96		1		false		           1   sounds like in the testimony, there was a choice				false

		2507						LN		96		2		false		           2   between Palo Verde, Mid-C, and Four Corners.  And if				false

		2508						LN		96		3		false		           3   you're looking for consistency, would that be more				false

		2509						LN		96		4		false		           4   complicated or less complicated than just picking				false

		2510						LN		96		5		false		           5   one of those three?				false

		2511						LN		96		6		false		           6                  THE WITNESS:  I had not thought of				false

		2512						LN		96		7		false		           7   that option, but there would not be a lot of				false

		2513						LN		96		8		false		           8   additional complexity.  We would just have to throw				false

		2514						LN		96		9		false		           9   the three prices into a spreadsheet and take a third				false

		2515						LN		96		10		false		          10   of each of whatever the proposed methodology is.				false

		2516						LN		96		11		false		          11   Like I said, we would like to have it determined				false

		2517						LN		96		12		false		          12   ahead of time so that we don't have that fight in				false

		2518						LN		96		13		false		          13   every EBA, saying, well, let's use this proxy this				false
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		3013						LN		115		14		false		          14   question -- and I understand you probably don't have				false

		3014						LN		115		15		false		          15   the calculations readily available, but, I mean,				false

		3015						LN		115		16		false		          16   what are we talking about in terms of -- and I know				false

		3016						LN		115		17		false		          17   there's three different concepts.  There's the				false

		3017						LN		115		18		false		          18   Schedule 37 and some other compensation.  Is there				false

		3018						LN		115		19		false		          19   any kind of rough estimate of what the total				false

		3019						LN		115		20		false		          20   value -- based upon your gross generation -- of what				false

		3020						LN		115		21		false		          21   that would be in terms of dollars?				false

		3021						LN		115		22		false		          22                  THE WITNESS:  I could probably				false

		3022						LN		115		23		false		          23   quickly do it.  I looked at the total in my direct				false

		3023						LN		115		24		false		          24   testimony; I calculated the total output, I believe.				false

		3024						LN		115		25		false		          25   Sophie, if you're looking at it and you can point me				false

		3025						PG		116		0		false		page 116				false

		3026						LN		116		1		false		           1   to the right page --				false

		3027						LN		116		2		false		           2                  MS. HAYES:  My screen just went to				false

		3028						LN		116		3		false		           3   sleep.				false

		3029						LN		116		4		false		           4                  THE WITNESS:  Okay.  So the PV watts				false

		3030						LN		116		5		false		           5   calculator online -- I just did that simple, online				false

		3031						LN		116		6		false		           6   calculation -- that showed the entire system would				false

		3032						LN		116		7		false		           7   generate about 1,118,000-kilowatt hours a year.  And				false

		3033						LN		116		8		false		           8   divide that annual output by 12, and let's see, let				false

		3034						LN		116		9		false		           9   me -- sorry, I have to follow through my math				false

		3035						LN		116		10		false		          10   again -- it would be approximately 466-200 kilowatt				false

		3036						LN		116		11		false		          11   hour blocks.  And I didn't really -- so we would				false

		3037						LN		116		12		false		          12   multiply that times whatever value that the				false

		3038						LN		116		13		false		          13   Commission determines -- the value and the				false

		3039						LN		116		14		false		          14   Subscriber Solar program I think are part of a				false

		3040						LN		116		15		false		          15   confidential docket, so I probably shouldn't say				false

		3041						LN		116		16		false		          16   that right now -- avoided costs, Schedule 37, I'm				false

		3042						LN		116		17		false		          17   not sure where that lands right now, but you would				false

		3043						LN		116		18		false		          18   multiply 466 -- if someone has a calculator they can				false

		3044						LN		116		19		false		          19   do this -- times 200 times the different values.  So				false

		3045						LN		116		20		false		          20   it's not a huge value, but it could provide really				false

		3046						LN		116		21		false		          21   meaningful benefits to organizations in Utah.  And				false

		3047						LN		116		22		false		          22   it would also align -- I think when people -- I				false

		3048						LN		116		23		false		          23   mean, right now the Blue Sky Program is way				false

		3049						LN		116		24		false		          24   overpriced, and when we filed our last comments, we				false

		3050						LN		116		25		false		          25   said if the benefits still flow to the community,				false

		3051						PG		117		0		false		page 117				false

		3052						LN		117		1		false		           1   we're okay with it being overpriced.  But if the				false

		3053						LN		117		2		false		           2   benefits are not going to flow to the community, I				false

		3054						LN		117		3		false		           3   think we need to reduce the Blue Sky price to maybe				false

		3055						LN		117		4		false		           4   $.50 per kilowatt or block.  But, sorry I don't have				false

		3056						LN		117		5		false		           5   the math; I don't have a calculator.				false

		3057						LN		117		6		false		           6                  COMMISSIONER WHITE:  I guess the				false

		3058						LN		117		7		false		           7   final question is, putting aside, I guess, the				false

		3059						LN		117		8		false		           8   philosophical benefits versus who should be				false

		3060						LN		117		9		false		           9   entitled, is there anything in your opinion that is				false

		3061						LN		117		10		false		          10   contrary to the Blue Sky Program as written by law,				false

		3062						LN		117		11		false		          11   rule, et cetera, tariff, that would prohibit the use				false

		3063						LN		117		12		false		          12   of the funds for this project?				false

		3064						LN		117		13		false		          13        A.   For the project?  So there's nothing by				false

		3065						LN		117		14		false		          14   law -- and I was involved in the changes that				false

		3066						LN		117		15		false		          15   allowed them to do demonstration projects or do				false

		3067						LN		117		16		false		          16   projects, but it was -- and I guess I failed in not				false

		3068						LN		117		17		false		          17   saying that those benefits should flow to Blue Sky				false

		3069						LN		117		18		false		          18   customers or grant programs, because the law				false

		3070						LN		117		19		false		          19   definitely allows it.  It's just a big deviation				false

		3071						LN		117		20		false		          20   from what Blue Sky customers have supported in the				false

		3072						LN		117		21		false		          21   past.				false

		3073						LN		117		22		false		          22                  COMMISSIONER WHITE:  Thank you.  I				false

		3074						LN		117		23		false		          23   have no further questions.				false

		3075						LN		117		24		false		          24                  CHAIRMAN LEVAR:  Commissioner Clark?				false

		3076						LN		117		25		false		          25                  COMMISSIONER CLARK:  No questions.				false

		3077						PG		118		0		false		page 118				false

		3078						LN		118		1		false		           1   Thank you.				false

		3079						LN		118		2		false		           2                  CHAIRMAN LEVAR:  Thank you.  I don't				false

		3080						LN		118		3		false		           3   have anything else either, so Ms. Hayes?				false

		3081						LN		118		4		false		           4                  MS. HAYES:  No further questions.				false

		3082						LN		118		5		false		           5                  CHAIRMAN LEVAR:  Thank you,				false

		3083						LN		118		6		false		           6   Ms. Wright.				false

		3084						LN		118		7		false		           7                  THE WITNESS:  Thank you.				false

		3085						LN		118		8		false		           8                  CHAIRMAN LEVAR:  Ms. Gardner?				false

		3086						LN		118		9		false		           9                  MS. GARDNER:  Before I call my				false

		3087						LN		118		10		false		          10   witness, would anybody object to me moving so that				false

		3088						LN		118		11		false		          11   my witness's back isn't to me during direct?				false

		3089						LN		118		12		false		          12                  CHAIRMAN LEVAR:  No.  I think we've				false

		3090						LN		118		13		false		          13   got two chairs right here.				false

		3091						LN		118		14		false		          14                     KENNETH WILSON,				false

		3092						LN		118		15		false		          15   having been first duly sworn to tell the truth, was				false

		3093						LN		118		16		false		          16            examined and testified as follows:				false

		3094						LN		118		17		false		          17                       EXAMINATION				false

		3095						LN		118		18		false		          18   BY MS. GARDNER:				false

		3096						LN		118		19		false		          19        Q.   Good morning.  Will you please state your				false

		3097						LN		118		20		false		          20   name, position, and business address for the record.				false

		3098						LN		118		21		false		          21        A.   My name is Kenneth Wilson.  I'm				false

		3099						LN		118		22		false		          22   representing Western Resource Advocates.  I'm an				false

		3100						LN		118		23		false		          23   engineering fellow, and my office address is 2260				false

		3101						LN		118		24		false		          24   Baseline Road, Boulder, Colorado.				false

		3102						LN		118		25		false		          25        Q.   Thank you.  And Mr. Wilson, did you file				false

		3103						PG		119		0		false		page 119				false

		3104						LN		119		1		false		           1   direct testimony as well as your CV in this docket				false

		3105						LN		119		2		false		           2   on November 9, 2016 marked as WRA Exhibit 1.0 and				false

		3106						LN		119		3		false		           3   1.1 respectively?				false

		3107						LN		119		4		false		           4        A.   Yes, I did.				false

		3108						LN		119		5		false		           5        Q.   And to the best of your knowledge, is				false

		3109						LN		119		6		false		           6   everything in your testimony and CV still true				false

		3110						LN		119		7		false		           7   correct?				false

		3111						LN		119		8		false		           8        A.   Yes, it is.				false

		3112						LN		119		9		false		           9                  MS. GARDNER:  I'd like to move the				false

		3113						LN		119		10		false		          10   admission of Mr. Wilson's testimony and CV into				false

		3114						LN		119		11		false		          11   evidence at this time.				false

		3115						LN		119		12		false		          12                  CHAIRMAN LEVAR:  Thank you.  If any				false

		3116						LN		119		13		false		          13   party objects to the motion, please indicate to me.				false

		3117						LN		119		14		false		          14   And I'm not seeing any, so the motion is granted.				false

		3118						LN		119		15		false		          15   BY MS. GARDNER:				false

		3119						LN		119		16		false		          16        Q.   Mr. Wilson, at this time, will you please				false

		3120						LN		119		17		false		          17   summarize your direct testimony for the Commission?				false

		3121						LN		119		18		false		          18        A.   Yes.  Thank you.  Commissioners, I'd like				false

		3122						LN		119		19		false		          19   to focus on some technical issues in this case.  I				false

		3123						LN		119		20		false		          20   find the proposal by Rocky Mountain Power to be very				false

		3124						LN		119		21		false		          21   solid technically.  This is a typical non-wire				false

		3125						LN		119		22		false		          22   solution to a voltage problem, and I have been				false

		3126						LN		119		23		false		          23   testifying in Nevada, Colorado, Arizona on similar				false

		3127						LN		119		24		false		          24   proposals by utilities there.  We find these to be				false

		3128						LN		119		25		false		          25   very reasonable first steps for utilities to start				false

		3129						PG		120		0		false		page 120				false

		3130						LN		120		1		false		           1   testing battery storage technology.  While that				false

		3131						LN		120		2		false		           2   technology is still a little expensive today, we				false

		3132						LN		120		3		false		           3   believe that within a few years it will be more				false

		3133						LN		120		4		false		           4   economical than typical wired solutions.  And you've				false

		3134						LN		120		5		false		           5   heard some testimony about non-wire solutions, but I				false

		3135						LN		120		6		false		           6   will just add to my testimony on that non-wire				false

		3136						LN		120		7		false		           7   solutions are being looked at in states all across				false

		3137						LN		120		8		false		           8   the country.  This is not a new solution.  These				false

		3138						LN		120		9		false		           9   technologies have been in use for five or six years.				false

		3139						LN		120		10		false		          10             Each utility really needs to get some				false

		3140						LN		120		11		false		          11   experience with this technology to see how it works,				false

		3141						LN		120		12		false		          12   how do they manage, how do they operate a battery				false

		3142						LN		120		13		false		          13   storage system by itself with solar, with other				false

		3143						LN		120		14		false		          14   distributed generation, because each utility system				false

		3144						LN		120		15		false		          15   is different.  And I think maybe one				false

		3145						LN		120		16		false		          16   misperception -- non-wire solutions can solve				false

		3146						LN		120		17		false		          17   problems that are strictly in the distribution grid;				false

		3147						LN		120		18		false		          18   they don't have to be related to transmission.  You				false

		3148						LN		120		19		false		          19   can avoid putting in a new transformer at a				false

		3149						LN		120		20		false		          20   substation, you can avoid re-conductoring feeders,				false

		3150						LN		120		21		false		          21   which are totally in the distribution side.  So I				false

		3151						LN		120		22		false		          22   don't find it rings true to say that this would				false

		3152						LN		120		23		false		          23   always involve an allocation issue because it would				false

		3153						LN		120		24		false		          24   always be on the transmission side.  There are many				false

		3154						LN		120		25		false		          25   examples across the country where these non-wires,				false

		3155						PG		121		0		false		page 121				false

		3156						LN		121		1		false		           1   battery storage and solar solutions are being used				false

		3157						LN		121		2		false		           2   at the substation and feeder level and have nothing				false

		3158						LN		121		3		false		           3   to do with transmission.  So I wanted to clear that				false

		3159						LN		121		4		false		           4   up a bit.				false

		3160						LN		121		5		false		           5             We find this a very good use for STEP				false

		3161						LN		121		6		false		           6   funds.  We think that this type of pilot project was				false

		3162						LN		121		7		false		           7   contemplated and that the R&D purpose for this is				false

		3163						LN		121		8		false		           8   quite sound.  As I mentioned, the Company needs to				false

		3164						LN		121		9		false		           9   get experience.  It's like you have a new type of				false

		3165						LN		121		10		false		          10   car; you need to drive it, you need to drive it on				false

		3166						LN		121		11		false		          11   your roads in your neighborhood to see how it works,				false

		3167						LN		121		12		false		          12   how does it work for you, and that's very important.				false

		3168						LN		121		13		false		          13   And as I said, this will be an important choice that				false

		3169						LN		121		14		false		          14   the Utility and the Commission needs to have in its				false

		3170						LN		121		15		false		          15   portfolio of solutions for distribution problems,				false

		3171						LN		121		16		false		          16   for transmission problems, for mixes of those				false

		3172						LN		121		17		false		          17   problems.  And I would hate to see an allocation				false

		3173						LN		121		18		false		          18   issue stop a good project like this.				false

		3174						LN		121		19		false		          19             I have been involved in R&D for 40 years				false

		3175						LN		121		20		false		          20   in a variety of technologies and have evaluated				false

		3176						LN		121		21		false		          21   hundreds of projects, and I would say this is a very				false

		3177						LN		121		22		false		          22   good example of what we should be promoting as				false

		3178						LN		121		23		false		          23   choices for utilities.				false

		3179						LN		121		24		false		          24             One other thing that I mention in my				false

		3180						LN		121		25		false		          25   testimony that I think needs to be added to the				false

		3181						PG		122		0		false		page 122				false

		3182						LN		122		1		false		           1   conversation are the additional benefits that a				false

		3183						LN		122		2		false		           2   battery storage system can bring to the customers in				false

		3184						LN		122		3		false		           3   Utah.  While the Company is proposing this project				false

		3185						LN		122		4		false		           4   strictly to solve a voltage problem, as you heard in				false

		3186						LN		122		5		false		           5   testimony earlier today, the battery will only be				false

		3187						LN		122		6		false		           6   used a couple of months a year for that purpose.				false

		3188						LN		122		7		false		           7   That leaves a large part of the year available to				false

		3189						LN		122		8		false		           8   use this battery storage system to solve other				false

		3190						LN		122		9		false		           9   problems and essentially to make money for the				false

		3191						LN		122		10		false		          10   customers of Utah.  Two examples of that are energy				false

		3192						LN		122		11		false		          11   shifting.  In a month like April when there's no				false

		3193						LN		122		12		false		          12   voltage problem, they could use the battery to store				false

		3194						LN		122		13		false		          13   up excess energy at night and then discharge it in				false

		3195						LN		122		14		false		          14   the daytime when they would have had to add				false

		3196						LN		122		15		false		          15   additional generation into the mix.  So that's a				false

		3197						LN		122		16		false		          16   definite economic advantage.				false

		3198						LN		122		17		false		          17             And the second advantage or example is				false

		3199						LN		122		18		false		          18   frequency regulation.  The Company has to provide a				false

		3200						LN		122		19		false		          19   steady frequency of 60 Hertz 24-hours a day, seven				false

		3201						LN		122		20		false		          20   days a week to the second -- to the millisecond,				false

		3202						LN		122		21		false		          21   really.  And a battery system has been shown to be				false

		3203						LN		122		22		false		          22   very good at helping to balance the frequency on the				false

		3204						LN		122		23		false		          23   system.  And what I'm saying is that once the				false

		3205						LN		122		24		false		          24   Company learns how to use this system to solve the				false

		3206						LN		122		25		false		          25   voltage problem, they can start using the same				false

		3207						PG		123		0		false		page 123				false

		3208						LN		123		1		false		           1   battery to get economic benefits for the customers,				false

		3209						LN		123		2		false		           2   and that will be very important for this project;				false

		3210						LN		123		3		false		           3   but more so in the future, when batteries are much				false

		3211						LN		123		4		false		           4   cheaper and will be in the running to replace				false

		3212						LN		123		5		false		           5   (inaudible), to replace burning fuel wastefully,				false

		3213						LN		123		6		false		           6   just to do this frequency balancing.  You can store				false

		3214						LN		123		7		false		           7   the excess energy and ramp the battery up and down				false

		3215						LN		123		8		false		           8   and balance the frequency.  So there are a lot of				false

		3216						LN		123		9		false		           9   benefits to this project that I see, and it is				false

		3217						LN		123		10		false		          10   typical of other projects that I'm supporting in				false

		3218						LN		123		11		false		          11   other states.  Thank you very much.				false

		3219						LN		123		12		false		          12        Q.   Thank you.  Does that conclude your				false

		3220						LN		123		13		false		          13   summary of your direct testimony?				false

		3221						LN		123		14		false		          14        A.   It does.				false

		3222						LN		123		15		false		          15        Q.   And did any parties file rebuttal to your				false

		3223						LN		123		16		false		          16   direct testimony?				false

		3224						LN		123		17		false		          17        A.   They did not.				false

		3225						LN		123		18		false		          18        Q.   Do you have any other recommendation that				false

		3226						LN		123		19		false		          19   you'd like to share with the Commission today?				false

		3227						LN		123		20		false		          20        A.   I think all of my recommendations are in				false

		3228						LN		123		21		false		          21   my direct testimony.				false

		3229						LN		123		22		false		          22        Q.   And finally, does that conclude your				false

		3230						LN		123		23		false		          23   summary and conclusions?				false

		3231						LN		123		24		false		          24        A.   Yes, it does.				false

		3232						LN		123		25		false		          25                  MS. GARDNER:  Mr. Wilson is now				false
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		3234						LN		124		1		false		           1   available for questions from the parties as well as				false

		3235						LN		124		2		false		           2   from the Commission.				false

		3236						LN		124		3		false		           3                  CHAIRMAN LEVAR:  Thank you.				false

		3237						LN		124		4		false		           4   Ms. Hayes, any questions?				false

		3238						LN		124		5		false		           5                  MS. HAYES:  No questions.  Thank you.				false

		3239						LN		124		6		false		           6                  CHAIRMAN LEVAR:  Thank you.  Mr.				false

		3240						LN		124		7		false		           7   Jetter?				false

		3241						LN		124		8		false		           8                  MR. JETTER:  I have no questions.				false

		3242						LN		124		9		false		           9                  CHAIRMAN LEVAR:  Mr. Olsen?				false

		3243						LN		124		10		false		          10                  MR. OLSEN:  No questions.  Thank you.				false

		3244						LN		124		11		false		          11                  CHAIRMAN LEVAR:  Mr. Solander?				false

		3245						LN		124		12		false		          12                  MR. SOLANDER:  No questions.  Thank				false

		3246						LN		124		13		false		          13   you.				false

		3247						LN		124		14		false		          14                  CHAIRMAN LEVAR:  Commissioner White?				false

		3248						LN		124		15		false		          15                  COMMISSIONER WHITE:  No questions.				false

		3249						LN		124		16		false		          16                  CHAIRMAN LEVAR:  Thank you.				false

		3250						LN		124		17		false		          17   Commissioner Clark?				false

		3251						LN		124		18		false		          18                  COMMISSIONER CLARK:  I have a				false

		3252						LN		124		19		false		          19   question or two.  If you're conversant enough with				false

		3253						LN		124		20		false		          20   battery technology to take these on, I'd be grateful				false

		3254						LN		124		21		false		          21   for your thoughts.  The additional uses of the				false
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           1                       PROCEEDINGS



           2                  CHAIRMAN LEVAR:  Good morning.  We're



           3   here for Public Service Commission Docket 16-035-36



           4   in the Matter of the Application of Rocky Mountain



           5   Power to implement programs authorized by the



           6   Sustainable Transportation and Energy Plan Act.



           7   This is the hearing on Phase One of this docket and



           8   as noticed in the schedule.  Why don't we start with



           9   appearances.  For the Utility?



          10                  MR. SOLANDER:  Thank you, Chairman



          11   LeVar.  Daniel Solander, representing Rocky Mountain



          12   Power.  I have with me at counsel table Steve



          13   McDougal, who will be one of the Company's witnesses



          14   today.



          15                  MR. JETTER:  Good morning.  I'm



          16   Justin Jetter, and I'm here representing the Utah



          17   Division of Public Utilities today.  With me at



          18   counsel table is Division witness Bob Davis, and the



          19   Division also intends to call David Thomson as an



          20   additional witness today.



          21                  MR. OLSEN:  Rex Olsen on behalf of



          22   the Office of Consumer Services.  And at the table



          23   with me is Bela Vastag, and we will also be calling



          24   Danny Martinez and Cheryl Murray as well.



          25                  CHAIRMAN LEVAR:  Okay.  Thank you.

�                                                                           5











           1   Ms. Hayes?



           2                  MS. HAYES:  Good morning.  Sophie



           3   Hayes on behalf of Utah Clean Energy, and we will be



           4   calling Ms. Sarah Wright as our witness.



           5                  CHAIRMAN LEVAR:  Thank you.



           6                  MS. GARDNER:  Good morning.  Jennifer



           7   Gardner representing Western Resource Advocates, and



           8   we will be calling Kenneth Wilson as our witness.



           9                  CHAIRMAN LEVAR:  Thank you.  That



          10   appears to be all the appearances we have this



          11   morning.  Does anyone have any preliminary matters



          12   before we move on with the Utilities presentation?



          13   Mr. Solander?



          14                  MR. SOLANDER:  I just have a



          15   question.  We filed with the application several



          16   exhibits that aren't necessarily part of the Phase



          17   One proceeding, so I don't know if it's cleaner to



          18   enter the application and all of the exhibits into



          19   the record or if you would like me to, as we go



          20   through, move the exhibits that correspond to the



          21   individual witnesses' testimony today.



          22                  CHAIRMAN LEVAR:  That might be the



          23   cleanest way to go because look around the room and



          24   see if any other party wants to weigh in on the



          25   issue.  I'm not seeing that anybody has any
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           1   preference, but since we have some testimony that is



           2   not relevant to today's hearing, it might be cleaner



           3   just to introduce them as the witnesses present



           4   them.  Any other preliminary matters?  Okay.



           5   Mr. Solander.



           6                  MR. SOLANDER:  Rocky Mountain Power



           7   would like to call Ian Andrews as its first witness



           8   in support of the Clean Coal Research Projects.



           9                       IAN ANDREWS,



          10   having been first duly sworn to tell the truth, was



          11            examined and testified as follows:



          12                       EXAMINATION



          13   BY MR. SOLANDER:



          14        Q.   Good morning, Mr. Andrews.



          15        A.   Good morning.



          16        Q.   Could you please state and spell your name



          17   for the record.



          18        A.   My name is Ian Andrews.  I-a-n



          19   A-n-d-r-e-w-s.



          20        Q.   And by whom are you employed?



          21        A.   Rocky Mountain Power.  I'm the director of



          22   resource development.



          23        Q.   And as the directer of resource



          24   development, did you prepare and file in this



          25   proceeding direct testimony and Exhibit B to the
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           1   Company's application which it titled The Clean Coal



           2   Program?



           3        A.   I did.



           4                  MR. SOLANDER:  At this time, I'd move



           5   that the prefiled testimony of Mr. Andrews and



           6   Exhibit B to the Company's application be moved into



           7   the record.



           8                  CHAIRMAN LEVAR:  I'll ask anyone who



           9   has an objection to that motion to indicate to me.



          10   I'm not seeing any, so that motion is granted.



          11                  MR. SOLANDER:  And I'd also move the



          12   entry of the application into the record as well.



          13                  CHAIRMAN LEVAR:  I'll ask if anyone



          14   has any opposition to that, and I'm not seeing any



          15   so that motion will be granted also.



          16   BY MR. SOLANDER:



          17        Q.   After you filed the testimony in this



          18   proceeding, did you have to opportunity to



          19   participate in technical conferences with the



          20   parties?



          21        A.   We did.  We had a technical conference on



          22   October 18 on the two topics we'll discuss today.



          23        Q.   And at the end of that technical



          24   conference, did you believe that there were any



          25   outstanding questions from the parties that have yet
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           1   to be answered?



           2        A.   I believe we answered all the questions



           3   that were asked.



           4        Q.   And have you prepared a summary of your



           5   testimony that you would like to share with the



           6   Commission?



           7        A.   I have.



           8        Q.   Please, proceed.



           9        A.   I apologize for reading this, but I don't



          10   want to miss any points.  So pursuant to our STEP



          11   legislation, the Company is requesting approval to



          12   apply $5 million in STEP funding over a five-year



          13   period to investigate, analyze and research clean



          14   coal technology.



          15             As defined in the legislation, clean coal



          16   technology means a technology that may be



          17   researched, developed, or used for reducing



          18   emissions or the rate of emissions from a thermal



          19   electric generating plant that uses coal as a fuel



          20   source.  To meet that objective, the Company



          21   proposes to allocate these funds across a number of



          22   projects that focus on the capture, reduction, and



          23   sequestration of carbon dioxide and the reduction of



          24   nitrogen oxides, also known as NOx.



          25             Funding will go toward these specific
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           1   projects that will be performed or assisted by Utah



           2   universities, Utah technology firms that process



           3   woody waste and CO2 capture technologies that may



           4   result in lower capture costs in comparison to



           5   traditional methods.



           6             The selected projects are intended to meet



           7   multiple objectives.  And these are the four



           8   objectives:  To demonstrate projects that result in



           9   measurable emission reductions; to invest in



          10   promising technologies and applications that may



          11   advance technologies when fully developed and



          12   applied at utility scale that will allow for coal



          13   for our generating resources to operate with reduced



          14   carbon dioxide emissions; provide funding and



          15   opportunities for industry targeted areas of



          16   research that can be performed by Utah's



          17   universities; and to promote Utah's clean energy



          18   technologies.



          19             We have seven projects that are proposed



          20   under the Clean Coal Research Program.  The two that



          21   I'll discuss today -- which were the Phase One



          22   projects that we submitted on our October 18



          23   meeting -- are the application of a neural network



          24   control system at Huntington Unit 2 for the



          25   reduction of NOx and the implementation of a utility
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           1   scale demonstration of an alternative for decreasing



           2   NOx emissions without the use of Selective Catalytic



           3   Reduction System, also known as an SCR.  Both of



           4   these projects were presented at our technical



           5   conference on October 18th.



           6             The first project I'd like to discuss



           7   briefly is approximately a $1 million project that



           8   would be applied over the five-year period, and that



           9   is for an advanced neural network control system at



          10   Huntington Unit 2.  For this project, it is proposed



          11   to install a neural network optimization control



          12   system on that unit with the objective of targeting



          13   NOx reductions followed by a reduction in other



          14   emissions associated with combustion.  Subsequent to



          15   this effort will be an additional objective to



          16   balance those reductions with unit efficiency



          17   improvements.  Along with combustion optimization,



          18   there are other plant processes that may benefit



          19   from a neural network optimization system.  For this



          20   project, the University of Utah will partner with



          21   Rocky Mountain Power and the software provider to



          22   install, demonstrate, and fundamentally research



          23   artificial intelligence technology to improve



          24   emissions from this unit.  If successful, this would



          25   be applicable to similar boilers at the Hunter and

�                                                                          11











           1   Huntington plants.



           2             The second project that we're proposing is



           3   approximately a $1.4 million project for utility



           4   scale demonstration of alternative NOx emission



           5   control technologies.  This particular clean coal



           6   research project is proposed to perform one or more



           7   slipstream or full-scale demonstration tests of one



           8   or more NOx emission control technologies at the



           9   Huntington plant.  The objective of this test



          10   program will be to determine if there are one or



          11   more emerging NOx control technologies, either on a



          12   standalone or combined basis, that could achieve NOx



          13   emission rates similar to those expected with an SCR



          14   system and at lower cost.  The STEP Clean Coal



          15   research monies would be used to fund all or a



          16   portion of these NOx emission demonstrations.



          17             In order to identify which technologies



          18   will be tested, a request for proposal process will



          19   be conducted in calendar year 2017.  Criteria that



          20   will be used for the technologies will include:  An



          21   assessment of whether the technology can be



          22   installed at full-scale; previous operational



          23   experience; permitting impacts; economics; an



          24   assessment of the long-term reliability of the



          25   technology; and the ability of the underlying
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           1   technology company to provide commercially viable



           2   performance warranties or guarantees.  Prior to the



           3   distribution of the RFP, a request for information



           4   would be issued to determine levels of interest,



           5   identify technology consolidation or partnering



           6   companies, and prepare a short list of potential



           7   technology providers for the RFP.



           8             So that summarizes the two projects we



           9   have in mind.



          10        Q.   Does that conclude your testimony?



          11        A.   It does.



          12        Q.   Thank you.  Mr. Andrews is available for



          13   questions from the Commission or the other parties.



          14                  CHAIRMAN LEVAR:  Thank you.



          15   Mr. Jetter?



          16                  MR. JETTER:  No questions for the



          17   Division.  Thank you.



          18                  CHAIRMAN LEVAR:  Mr. Olsen?



          19                  MR. OLSEN:  No questions from the



          20   Office.



          21                  CHAIRMAN LEVAR:  Ms. Hayes?



          22                  MS. HAYES:  No questions.  Thank you.



          23                  CHAIRMAN LEVAR:  Thank you.



          24   Ms. Gardner?



          25                  MS. GARDNER:  No questions.
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           1                  CHAIRMAN LEVAR:  Commissioner White,



           2   do you have any questions?



           3                  COMMISSIONER WHITE:  I don't now, but



           4   are we going to have an opportunity for potential --



           5   I mean, I guess part of the question with respect to



           6   some of the clean coal technology OMAG costs, I just



           7   want to make sure that we have the right or the



           8   ability if necessary to come back to --



           9                  CHAIRMAN LEVAR:  Is there any



          10   objection to keeping the witnesses in the room



          11   throughout the hearing if there's any need for



          12   further questions?



          13                  MR. SOLANDER:  Absolutely not.  Thank



          14   you.



          15                  CHAIRMAN LEVAR:  Okay.  So do you



          16   have any questions at this point?



          17                  COMMISSIONER WHITE:  No, I don't.



          18   Thanks.



          19                  CHAIRMAN LEVAR:  Commissioner Clark?



          20                  COMMISSIONER CLARK:  No questions.



          21                  CHAIRMAN LEVAR:  I don't either.



          22   Thank you, Mr. Andrews.  And if we have questions



          23   later, we'll ask you to return.  Mr. Solander?



          24                  MR. SOLANDER:  Thank you.  Rocky



          25   Mountain Power would call Mr. Douglas Marx in
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           1   support of the Utah Battery and Solar Project.



           2                      DOUGLAS MARX,



           3   having been first duly sworn to tell the truth, was



           4            examined and testified as follows:



           5                       EXAMINATION



           6   BY MR. SOLANDER:



           7        Q.   Good morning.



           8        A.   How are you doing?



           9        Q.   Well, thank you.  Could you please state



          10   your name and spell it for the record.



          11        A.   Douglas Marx.  D-o-u-g-l-a-s and M-a-r-x.



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



          13   capacity?



          14        A.   I'm employed by Rocky Mountain Power.  I'm



          15   the director of engineering standards and technical



          16   services.



          17        Q.   And as the director of engineering



          18   standards and technical services, did you prepare a



          19   testimony and a confidential Exhibit D that were



          20   filed in this docket?



          21        A.   I did.



          22        Q.   Do you have any corrections or additions



          23   to your testimony or the exhibit at this time?



          24        A.   I do not.



          25                  MR. SOLANDER:  I'd like to move the
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           1   admission of Mr. Marx's testimony and confidential



           2   Exhibit D, which was labeled as Solar and Energy



           3   Storage Program.



           4                  CHAIRMAN LEVAR:  I'll ask any party



           5   that objects to that to indicate to me.  I'm not



           6   seeing any so that motion is granted.



           7   BY MR. SOLANDER:



           8        Q.   Thank you.  And, Mr. Marx, did you have



           9   the opportunity to prepare a summary of your



          10   testimony that you'd like to share with the



          11   Commission today?



          12        A.   I did, yes.



          13        Q.   Please proceed.



          14        A.   Pursuant to the STEP legislation, the



          15   Company is requesting authorization to use $5.5



          16   million of the STEP funding to install a stationary



          17   battery system, to be installed on the 12.5 kilovolt



          18   distribution circuits connected to a Company-owned



          19   substation in Utah.  In addition, the company



          20   proposes to utilize an additional $1.95 million from



          21   Blue Sky community funds to install a large-scale,



          22   company-owned solar project in conjunction with the



          23   battery installation.  The battery storage and solar



          24   technology is expected to defer or eliminate the



          25   need for traditional capital investments and will
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           1   reduce the loading on the distribution power



           2   transformer, improve voltage conditions, and



           3   mitigate costs associated with connection on the 69



           4   kilovolt bus at the substation.



           5             The program will provide a number of



           6   benefits to the Company's customers, particularly



           7   those in the immediate area of the project.  The



           8   benefits include:  (1)  Reducing load on the



           9   distribution power transformer at the substation,



          10   ensuring the voltage in the area does not drop below



          11   ANSI standards; (2) providing high-speed reactive



          12   power support to ensure load rejection in the area



          13   does not impact voltage levels; (3) deferring the



          14   need for traditional capital investment in the form



          15   of poles and wires; (4) enabling the Company to



          16   obtain firsthand operational experience with control



          17   algorithms and efficiency levels associated with



          18   energy storage and in combination with solar;



          19   (5) enabling the Company to become familiar with and



          20   utilize innovative technologies to provide customers



          21   with solutions to power quality issues; and last,



          22   providing an opportunity for the Company to meet



          23   requests from its Blue Sky customers for physical



          24   "steel in the ground" renewable facilities in the



          25   form of solar generation.  The Company anticipates
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           1   that it will implement similar projects in the



           2   future, and its experience with battery storage and



           3   solar will continue to provide dividends by giving



           4   the Company experience with and the opportunity to



           5   implement future projects more efficiently.



           6             There are no limitations or risks to the



           7   applicability or technological feasibility of the



           8   battery/solar solution for this project.  This is a



           9   solution that continues to mature and has been



          10   proven in many installations across the country.



          11   Due to the lack of operational data available at the



          12   time of the project proposal, the only uncertainty



          13   with this solution is the total number of operations



          14   that will be required of the battery on an annual



          15   basis.



          16             Since the initial study, Rocky Mountain



          17   Power has completed the installation of appropriate



          18   metering at the substation, and continuous data will



          19   soon be available.  While only limited data is



          20   available for 2016, full data will become available



          21   during 2017 and beyond, prior to the installation of



          22   the battery.  The new metering will provide all of



          23   the required data for proper determination of the



          24   battery operational metrics.



          25             The Company consistently implements
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           1   reliability and power quality enhancements on its



           2   transmission and distribution systems to mitigate



           3   operational and performance problems.  Recognizing



           4   that energy storage and renewable energy will be



           5   major contributors to grid modernization, the



           6   Company has identified a logical location to pilot a



           7   range of technologies -- battery storage and solar,



           8   metering, et cetera.  This project enables us to



           9   correct a voltage issue for our customers in the



          10   area using an innovative technology in lieu of



          11   traditional infrastructure and concurrently provides



          12   a platform to objectively study and enhance the



          13   operational performance of a technology that will



          14   begin to permeate the system as more renewable and



          15   distributed generation systems are connected to the



          16   grid now and in the future.



          17        Q.   Thank you.  Can you explain what the



          18   primary goal of voltage correction measures are?



          19        A.   The primary application is to ensure that



          20   the voltage levels delivered to our end-use



          21   customers fall within the ANSI standards and control



          22   standards.  It's the end-use customer where our



          23   focus is.  The voltage will change on the system,



          24   but we are trying to ensure that the end-use



          25   customer gets a good quality voltage.
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           1        Q.   And what would happen if the Company made



           2   engineering decisions on how to achieve that and



           3   other engineering and system balancing decisions



           4   based on how the costs would be allocated?



           5        A.   When we design systems, we do it to



           6   optimize the performance of the system.  If we did



           7   it based on economic allocations, it would lead us



           8   to a less -- a suboptimal -- condition in our design



           9   of our systems.  For example, let's take a voltage



          10   problem and do it in the state of Idaho.  In the



          11   state of Idaho, our allocation on transmission



          12   levels is around 6 percent.  So if I have a voltage



          13   problem, I can choose to do a capacitor correction



          14   or regulation at either the distribution level or



          15   the transmission level.  So if I do it at the



          16   distribution level, paying a 600K bar cap bank on a



          17   pole is relatively inexpensive.  I take it, I bring



          18   that up to the distribution level -- a larger



          19   capacitor -- do it on the 12 KUB bus -- it's not



          20   much more expensive than doing a pole -- but once I



          21   move that to the transmission side of the bus still



          22   within the same perimeter of the fence line, I've



          23   just increased my cost by about three times in that



          24   installation.



          25             So what you look at is, if I did it based
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           1   on allocations and used a 6 percent allocation, in



           2   Idaho I'd probably spend money on the high side bus,



           3   because I've got 15 times more money to spend than I



           4   do on the low side bus.  But what that does is it



           5   impacts my capital budgets.  We've got a limited



           6   capital area and it, thus, is going to push the



           7   rates up for all the customers across all of our



           8   service territories in all states we serve.  So when



           9   we design, we look for conditions that economically



          10   drive good engineering decisions, not looking at how



          11   the allocation drives those engineering decisions.



          12                  MR. SOLANDER:  Thank you.  That



          13   concludes my questions for Mr. Marx.  He's available



          14   for questions from the Commission and the parties.



          15                  CHAIRMAN LEVAR:  Thank you.  Mr.



          16   Jetter?



          17                  MR. JETTER:  No questions.



          18                  CHAIRMAN LEVAR:  Thank you.  Mr.



          19   Olsen?



          20                       EXAMINATION



          21   BY MR. OLSEN:



          22        Q.   I guess I'd like to just follow up on what



          23   I understood the last statement you made.  You said



          24   that there are economic considerations that would



          25   drive these -- any of these decisions, which makes

�                                                                          21











           1   sense, but that those economic decisions are not in



           2   some way tied to the interjurisdictional allocation.



           3   Is that --



           4        A.   That's correct.



           5                  MR. OLSEN:  That's all.  Thank you.



           6                  CHAIRMAN LEVAR:  Thank you.



           7   Ms. Hayes?



           8                  MS. HAYES:  No questions, thanks.



           9                  CHAIRMAN LEVAR:  Thank you.  Ms.



          10   Gardner?



          11                  MS. GARDNER:  No questions.  Thank



          12   you.



          13                  CHAIRMAN LEVAR:  Commissioner Clark,



          14   do you have anything at this point?



          15                  COMMISSIONER CLARK:  No questions.



          16                  CHAIRMAN LEVAR:  Commissioner White?



          17                  COMMISSIONER WHITE:  The discussion



          18   about, you know, allocation, one particular question



          19   I had is what is a precise issue driving the need



          20   for this voltage support?  And let me tell you what



          21   kind of prompted this question.  It was actually



          22   from Mr. McDougal's rebuttal testimony where he



          23   talks about the missed opportunity to investigate



          24   the impact of distributed energy resources on Utah



          25   customers.  Help me understand what is actually
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           1   driving the need for this voltage support on this



           2   circuit.



           3                  THE WITNESS:  There's three primary



           4   factors that drive voltage problems.  It's the



           5   impedance of the system -- and that's multiplied by



           6   the length of the line -- and the primary thing is



           7   the current flow on the conductors.  So what you



           8   have is a load condition -- got to be careful; I



           9   don't want to name the substation.  So at the



          10   substation, I have a voltage condition that I need



          11   to correct because of the load out on the



          12   distribution network.  So two ways I can correct



          13   that voltage; one is to change my conductors,



          14   increase them in size to lower the impedance.  The



          15   other one is to reduce the load.  So when you look



          16   at the peak levels, they only happen for short



          17   periods of time during the year, even though we



          18   build our system to handle those, because we don't



          19   know when that is going to occur.  With this



          20   technology, we can take in a very flexible, dynamic



          21   design to just answer the question of when those



          22   peaks occur.



          23                  When you increase your conductors,



          24   you do this based on some forecasts of expected load



          25   growth.  So you hear the question, well, let's look
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           1   at the economics of increasing that line because



           2   that line will last for fifty years.  Well, you know



           3   what?  The wire in there will probably last for a



           4   hundred years, but it depends on the load growth of



           5   when I might have to re-conductor that.  So when



           6   this area, if we get some unexpected load growth, I



           7   may be back re-conductoring that sooner than I would



           8   have if I use a scalable, short-term technology that



           9   I can rapidly implement without significant changes.



          10                  So the big driver here is the load at



          11   the distribution level for short periods of time



          12   during the year is creating voltage problems back



          13   into the system of the distribution level, power



          14   transformer, even on the transmission; it's a ripple



          15   effect.  So do I increase my conductors or do I



          16   reduce my load?  So we're seeing here that there's a



          17   technology we can do at a lower initial cost to hit



          18   that for short periods of time in the year.  It's



          19   scalable, and we can do that more incrementally over



          20   time as load grows or doesn't appear, depending on



          21   how good our crystal balls are at the time we make



          22   the installation.  Does that help?



          23                  COMMISSIONER WHITE:  That helps.



          24   Thank you.



          25                  COMMISSIONER CLARK:  Can I ask a

�                                                                          24











           1   follow-up question or two?  Recognizing that you



           2   don't have a crystal ball, but that you have some



           3   history with the requirements of the particular



           4   distribution system -- or part of your distribution



           5   system -- how often do you expect to call on the



           6   power that's stored, and for how long would it be



           7   called on when you need it?  Just your general sense



           8   of what your expectations might be.



           9                  THE WITNESS:  In this area, there's



          10   two times during the year where we see it:  In the



          11   dead of winter when we have a lot of heating load



          12   and in the middle of summer when we have a lot of



          13   cooling load.  And it's going to be for typically



          14   anywhere from an hour to four hours per day, for



          15   generally 30 to 45 days in each period, depending on



          16   local climate conditions at the time we need it.



          17                  So with this project, also, what



          18   we're looking at is by building the solar next to



          19   the battery, we can actually control this to say,



          20   okay, what happens in these different "what if"



          21   scenarios?  What happens if I get to a point where



          22   I've got more generation in a small area than I do



          23   have actual load?  Am I able to take that, store it



          24   and release it at another time?  So we can do a lot



          25   of "what if" scenarios with this technology by
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           1   having control of the two.  So as time goes on and



           2   the load grows, it will change.  It could become



           3   more or less until such time that we do have



           4   significant growth that may require other



           5   technologies to solve those issues.



           6                  COMMISSIONER CLARK:  And given the



           7   solar profile of this area, you expect that in the



           8   winter the system would operate sufficiently or, in



           9   other words, there would be enough regeneration of



          10   the batteries to satisfy the needs of --



          11                  THE WITNESS:  In the winter



          12   condition, it actually works out really good.  The



          13   concern of the initial -- we did a fairly small



          14   solar installation, so we may have to augment some



          15   of that battery charging at night with other



          16   resources.  But, like I said, we did this -- we



          17   basically put metering up for a very short period of



          18   time to give us the granular data so we can make



          19   some assumptions to see would this technology work



          20   or not.  So as the new metering goes in and we start



          21   to see that coming in, we can refine that a little



          22   bit tighter.  But I think we're going to be okay



          23   with just what we've got for the solar and the



          24   install battery that it can take care of that



          25   charging for that.  So that local generation will
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           1   get released right back into the immediate area.



           2   There is not enough solar generation there to



           3   permeate back into my system at all.  It will get



           4   consumed there by the local load in one way or the



           5   other.  We're just going to try to shift the peak



           6   from the middle of the day generation to the evening



           7   when the load does occur.



           8                  COMMISSIONER CLARK:  Thank you.  That



           9   concludes my questions.



          10                  CHAIRMAN LEVAR:  Anything else for



          11   this witness?



          12                  MR. JETTER:  No, thank you.



          13                  CHAIRMAN LEVAR:  Mr. Solander?



          14                  MR. SOLANDER:  Thank you.  Rocky



          15   Mountain Power would like to call James Campbell as



          16   its third witness.



          17                     JAMES CAMPBELL,



          18   having been first duly sworn to tell the truth, was



          19            examined and testified as follows:



          20                       EXAMINATION



          21   BY MR. SOLANDER:



          22        Q.   Good morning, Mr. Campbell.



          23        A.   Good morning.



          24        Q.   Could you please state and spell your name



          25   for the record?
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           1        A.   James Campbell, J-a-m-e-s C-a-m-p-b-e-l-l.



           2        Q.   And what is your current position with



           3   Rocky Mountain Power?



           4        A.   I'm the legislative policy adviser.



           5        Q.   And as part of your duties as a



           6   legislative policy adviser, did you prepare



           7   testimony and Exhibit E to the application, which is



           8   entitled Gadsby Emissions Curtailment Program?



           9        A.   I did.



          10        Q.   Do you have any additions or corrections



          11   to that testimony that you would like to make at



          12   this time?



          13        A.   I do not.



          14        Q.   And did you prepare a summary of your



          15   testimony that you'd like to share with the



          16   Commission?



          17        A.   I did.



          18        Q.   Please proceed.



          19        A.   Thank you.  Pursuant to Senate Bill 115,



          20   the Company is requesting approval for up to



          21   $500,000 in STEP funding over a five-year period to



          22   cover the economic loss of curtailing the operation



          23   of Gadsby Power Plant, units 1 through 3, during



          24   periods of winter air quality events as defined by



          25   the Utah Division of Air Quality.
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           1             The Gadsby Power Plant is located in the



           2   Salt Lake PM2.5 Non-attainment area.  The power



           3   plant will be curtailed after a minimum of 48-hour



           4   notification from the Division Of Air Quality of an



           5   impending air quality event.  An air quality event



           6   is defined as when the Salt Lake non-attainment



           7   areas' ambient air conditions are predicted by DEQ



           8   to be 25 micrograms per cubic meter for PM2.5.



           9             Gadsby units 1 through 3 typically do not



          10   operate in the winter.  However, in the last five



          11   years, units 1 through 3 have been dispatched in the



          12   winter, including during periods of extremely high



          13   ambient pollution.  Since the units are only



          14   dispatched when they are economic to operate, there



          15   is economic impact to not operate.  The Company



          16   proposes using a market proxy to determine the



          17   replacement of power costs for not operating.  The



          18   Company proposes using the Four Corners market hub



          19   as the proxy, or if the Commission chooses, market



          20   pricing at either the Palo Verde or Mid-C market.



          21   If the method of calculating the replacement power



          22   is not approved as part of the Gadsby Curtailment



          23   Program, then the potential unrecoverable costs



          24   would be an unacceptable risk for the Company and



          25   would likely not proceed with implementing the
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           1   program.



           2             The Company proposes budgeting a total of



           3   $500,000 for the Gadsby Curtailment Program, and



           4   once the budget is exhausted, the program will end.



           5   If Gadsby is not scheduled to operate during an air



           6   quality event, then no action is taken and there is



           7   no economic loss and no replacement costs will be



           8   requested.  Since Gadsby does not always dispatch in



           9   the winter and air quality events last roughly three



          10   weeks a year, it is believed that $500,000 is a



          11   sufficient budget to cover the cost of the Gadsby



          12   Curtailment Program.



          13        Q.   Does that conclude your summary?



          14        A.   It does.



          15                  MR. SOLANDER:  I move the admission



          16   of Mr. Campbell's direct testimony and Exhibit E to



          17   the application at this time.



          18                  CHAIRMAN LEVAR:  Thank you.  I'll ask



          19   anyone who objects to that to indicate to me.  I'm



          20   not seeing any, so that motion is granted.



          21                  MR. SOLANDER:  Thank you.  Mr.



          22   Campbell is available for questions to the parties



          23   and the Commission.



          24                  CHAIRMAN LEVAR:  Thank you.



          25   Mr. Jetter?
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           1                  MR. JETTER:  No questions.



           2                  CHAIRMAN LEVAR:  Thank you.  Mr.



           3   Olsen?



           4                  MR. OLSEN:  No questions from the



           5   Office.  Thank you.



           6                  CHAIRMAN LEVAR:  Ms. Hayes?



           7                  MS. HAYES:  No questions.



           8                  CHAIRMAN LEVAR:  Ms. Gardner?



           9                  MS. GARDNER:  No questions.



          10                  CHAIRMAN LEVAR:  Commissioner White?



          11                  COMMISSIONER WHITE:  Is there any



          12   reason or preference between the three; the Four



          13   Corners, the Palo Verde, or the Mid-C?  What was, I



          14   guess, the rationale for choosing one or the other?



          15                  THE WITNESS:  Mr. McDougal addressed



          16   this issue in his rebuttal testimony.  Is it okay if



          17   I refer to him in that?



          18                  COMMISSIONER WHITE:  That's fine.



          19   That's all I have.



          20                  CHAIRMAN LEVAR:  Commissioner Clark?



          21                  COMMISSIONER CLARK:  No questions.



          22                  CHAIRMAN LEVAR:  I don't have any.



          23   Thank you, Mr. Campbell.



          24                  MR. SOLANDER:  Rocky Mountain Power



          25   would like to call Mr. Steven McDougal as its final
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           1   witness today.



           2                     STEVEN MCDOUGAL,



           3   having been first duly sworn to tell the truth, was



           4            examined and testified as follows:



           5                       EXAMINATION



           6   BY MR. SOLANDER:



           7        Q.   Good morning, Mr. McDougal.



           8        A.   Good morning.



           9        Q.   Would you please state and spell your name



          10   for the record?



          11        A.   Yes.  My name is Steven McDougal,



          12   S-t-e-v-e-n M-c-d-o-u-g-a-l.



          13        Q.   And what is your current position with



          14   Rocky Mountain Power?



          15        A.   I'm currently employed as the director of



          16   revenue requirement.



          17        Q.   And as the director of revenue



          18   requirement, did you prepare and cause to be filed



          19   in this docket supplemental and rebuttal testimony,



          20   as well as Attachment 1 to the Company's



          21   application, which is the proposed tariff sheets?



          22        A.   Yes.



          23        Q.   And does your rebuttal testimony contain



          24   seven exhibits; is that correct?



          25        A.   I believe so.  Let me look real quick.
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           1   Yes.



           2        Q.   Do you have any additions or corrections



           3   to your testimony or the exhibits attached thereto



           4   at this time?



           5        A.   No, I do not.



           6                  MR. SOLANDER:  Thank you.  I'd move



           7   the admission of Attachment 1 to the Company's



           8   application, RMP supplement testimony filed by Steve



           9   McDougal, and RMP rebuttal testimony of Steven



          10   McDougal and the exhibits thereto at this time.



          11                  CHAIRMAN LEVAR:  Thank you.  I'll ask



          12   any party who objects to indicate.  I'm not seeing



          13   any, so that motion is granted.



          14   BY MR. SOLANDER:



          15        Q.   Thank you.  Have you prepared a summary of



          16   both your supplemental and rebuttal testimony that



          17   you'd like to share today?



          18        A.   Yes, I have.  Before we get started, I was



          19   thinking I had one exhibit on my direct testimony



          20   also.  I attached the Utah STEP Pilot Program



          21   instructions, which I believe was an exhibit.  Just



          22   when you moved for admission --



          23                  MR. SOLANDER:  Thank you for that



          24   clarification.  I'd also move the admission that I



          25   did not have it tabbed as a separate exhibit.
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           1                  CHAIRMAN LEVAR:  Any objection from



           2   anyone?  I'm not seeing any.  That motion is



           3   granted.



           4                  MR. SOLANDER:  Thank you.



           5        A.   As mentioned, I filed both supplemental



           6   and rebuttal testimony in this proceeding.  I'll



           7   provide a brief summary of both filings.



           8             In my supplemental testimony, I basically



           9   cover three items.  First, I cover the proposed



          10   changes in accounting for the Utah Demand Site



          11   Management, or DSM programs.  Basically, effective



          12   January 1st, 2017, PacifiCorp will begin to defer



          13   the monthly DSM expenditures.  Each monthly deferral



          14   will carry a ten-year amortization period.  The



          15   difference between the DSM expenditures and the



          16   amortization expenses related to the deferred DSM



          17   expenditures will create a regulatory asset.  That's



          18   very similar, almost identical, to how we do all



          19   other capital assets.



          20             The second item I discuss is the



          21   accounting related to the new plant accelerated



          22   depreciation fund, which is, that the difference



          23   between the customer collections from the surcharge



          24   attributable to DSM programs and the monthly



          25   amortization expense from the monthly deferred DSM
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           1   expenditures will create a plant accelerated



           2   depreciation fund for a regulatory liability that



           3   may be used to depreciate thermal generation plants



           4   as described in my testimony.



           5             Consistent with the legislation, the



           6   Commission needs to determine that the accelerated



           7   depreciation is in the public interest.  Therefore,



           8   the Company will make a filing with the Commission



           9   requesting the use of the funds and response to



          10   environmental regulation or for another purpose the



          11   Company believes is in the public interest.  The



          12   final authorization to use the funds will come from



          13   the Commission.



          14             Third, I discuss the Company's proposed



          15   STEP accounting and reporting, which I then



          16   clarified in my rebuttal testimony.  In my rebuttal



          17   testimony, I discussed various issues raised by the



          18   DPU, the Office, and the Utah Clean Energy.  My



          19   testimony includes a background on the Company



          20   decision to propose the Solar and Energy Storage



          21   Program as part of STEP.  As mentioned by



          22   Mr. Douglas Marx, the Company projects that by 2019



          23   the distribution load in the designated area will



          24   reach a point that will cause nominal voltage on the



          25   transmission lines serving the area of this project
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           1   to drop below the required industry standards.  In



           2   evaluating solutions to this problem, the Company



           3   considered both transmission and distribution fixes.



           4   The Company analyzes all of these investment option



           5   decisions based on total Company results.



           6             Some parties proposed and mentioned



           7   looking at the Utah allocated portions.  But by



           8   looking at the Utah allocated costs as discussed by



           9   the parties, only a portion of the transmission



          10   costs would be included in the analysis, creating an



          11   incorrect investment comparison that could lead to



          12   suboptimal decisions for the Company and its



          13   customers.  The Company agrees that the benefits of



          14   the Solar and Energy Storage Program should be



          15   passed to Utah customers through the EBA.  This will



          16   be done similar to the treatment of the Black Cap



          17   Solar Program in Oregon, such that Utah will be



          18   credited for the market value of the solar



          19   production as described in my testimony.  No other



          20   adjustments, other than those described above, are



          21   needed to give Utah the benefit of the Solar and



          22   Energy Storage Program.



          23             The second item I discussed was Blue Sky



          24   funding.  The Company believes the use of Blue Sky



          25   funding should be approved and is consistent with
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           1   the purpose of the Blue Sky Program.  The energy



           2   generated by the solar installation should benefit



           3   all Utah customers and not just select community



           4   organizations.  The administrative costs to create a



           5   grant program that applies credits to customer bills



           6   would require additional funding, including the



           7   creation of a new rate schedule, billing system



           8   modifications, and ongoing program management, none



           9   of which were contemplated or requested in the



          10   Company's application.



          11             Third, I discuss the Gadsby Emissions



          12   Curtailment Program.  I describe the Company's



          13   proposed accounting and measurement of the costs



          14   associated with the Gadsby Emissions Curtailment



          15   Program.  The Company's proposal provides a



          16   reasonable, quantifiable, and transparent approach



          17   to determining the replacement power costs for the



          18   Gadsby Emission Curtailment Program.  This is also



          19   consistent with the approach used for Utah's benefit



          20   related to the Solar and Energy Storage Program.



          21             Fourth, I provided tariff sheet



          22   modifications.  And the last item, I provided



          23   additional details on the Company's proposed STEP



          24   accounting and reporting plan.



          25   BY MR. SOLANDER:
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           1        Q.   And did you have a final request and



           2   recommendation?



           3        A.   Yes.  As supported by the Company's



           4   application in this docket, the testimony of the



           5   Company witnesses accompanying the application and



           6   in my testimony, the Company recommends that the



           7   Commission find as follows:  (1)  The Company has



           8   properly evaluated the Solar Energy and Storage



           9   Program; (2) the Company proposed accounting



          10   treatment will properly allocate to Utah customers



          11   the benefits of the Solar Energy and Storage Program



          12   through the EBA; (3) it is appropriate to allow Blue



          13   Sky funding for the solar portion of the Solar



          14   Energy and Storage Program; (4) it is not



          15   appropriate or feasible to establish a grant program



          16   to benefit community service organizations based on



          17   the kilowatt hours generated by the solar portion of



          18   the Solar and Energy Storage Program; (5) the



          19   replacement power costs resulting from operation of



          20   the Gadsby Emissions Curtailment Program should be



          21   calculated using the Four Corners trading market;



          22   (6) the various tariff sheets filed with my



          23   supplemental testimony reflecting the modifications



          24   and needed corrections addressed by the parties are



          25   approved; and (7) the Company-proposed reporting
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           1   plan provides all appropriate STEP reporting



           2   information.



           3             The Company further respectfully



           4   recommends the Commission approve all issues under



           5   consideration in Phase 1 of this docket as outlined



           6   in my rebuttal testimony and the application and



           7   testimony of other Company witnesses in this docket.



           8        Q.   Does that conclude your summary?



           9        A.   Yes, it does.



          10        Q.   Mr. McDougal, does the Company support the



          11   alternative proposal put forth by Ms. Wright on



          12   behalf of UCE for creating a creditor grant program



          13   with the energy generated by the Solar and Battery



          14   Storage Program?



          15        A.   No, we do not.



          16        Q.   And why not?



          17        A.   One, there isn't excess energy, as



          18   mentioned by Mr. Marx.  The energy will all be used



          19   there locally.  Two, as I mentioned in my summary



          20   and my testimony, the solar program is going to



          21   benefit all Utah customers, not just select



          22   customers, and, therefore, we believe that the



          23   benefit should flow to all Utah customers through



          24   the EBA by giving them that market benefit.



          25        Q.   And my final question, if the Commission
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           1   ordered that the cost of the Solar and Battery



           2   Storage Program were to be system allocated, would



           3   the Company be more or less likely in the future to



           4   pursue distributed generation projects?



           5        A.   Less likely, because what we would be



           6   saying is that those kind of decisions should be



           7   based upon allocations.  And if you look at



           8   allocations, the distributed generation are a



           9   situs-type program, and they're benefiting systems



          10   that should be directly allocated to that state.



          11                  MR. SOLANDER:  Thank you.  That



          12   concludes my questions for Mr. McDougal.  He is



          13   available for cross-examination or questions from



          14   the Commission.



          15                  CHAIRMAN LEVAR:  Thank you.



          16   Mr. Jetter?



          17                       EXAMINATION



          18   BY MR. JETTER:



          19        Q.   I've just got a few questions.  Good



          20   morning, Mr. McDougal.



          21        A.   Good morning.



          22        Q.   Just looking at page three of your



          23   rebuttal testimony, you described the Solar



          24   Generation Program.  Looking at line 64.



          25        A.   Okay.
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           1        Q.   You had described it as a program to



           2   "solve the voltage issue on the transmission system



           3   caused by distribution load in the area."  Is that



           4   accurate?



           5        A.   That is correct.



           6        Q.   And is it fair to say that transmission



           7   voltage problems requiring re-conductoring or



           8   upgrades are practically always caused by increased



           9   demand on the distribution system?



          10        A.   Yes.  I think that was described by Mr.



          11   Marx earlier.



          12        Q.   Okay.  And you have said that the



          13   investment decision should be made without regard to



          14   the allocation model; you should be choosing the



          15   lowest cost alternative; is that correct?



          16        A.   That is correct.



          17        Q.   And would it then be fair to expect the



          18   similar protections for Utah customers to the extent



          19   that transmission upgrades in other states might be



          20   offset by local projects similar to this?



          21        A.   I'm not sure I completely understand the



          22   question, so I'll try to answer.  If I don't get it



          23   right, correct me.  But I think that all of your



          24   decisions can be done both ways, and it's just like,



          25   you know, a DSM program can help to eliminate
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           1   transmission issues and so can other items.  We



           2   treat those all similar where they are



           3   situs-allocated.



           4        Q.   And I guess my question is, as a



           5   representative looking out to some extent for the



           6   interests of Utah customers, it would be fair then



           7   for Utah customers to expect the Company to make



           8   similar decisions in other states without regard to



           9   allocation?



          10        A.   Correct.  And that is what the Company



          11   does.  As I mentioned in my testimony, we look at



          12   the decisions based upon a total Company view.  We



          13   don't say that, in Mr. Marx's example, a



          14   transmission upgrade in Idaho where they only get



          15   allocated 6 percent, but if they could move



          16   43 percent to Utah, you don't want to make that



          17   decision based upon how Idaho has allocated the cost



          18   and make Utah try to bear additional costs when they



          19   make a suboptimal decision.



          20             Likewise, we expect that in all states, to



          21   look at what's the best for the system.  It's the



          22   only way that a combined system is going to be



          23   optimized.



          24        Q.   I think it would also be fair, probably,



          25   in this specific instance to indicate that or to
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           1   reach the conclusion that this particular project is



           2   going to cost Utah customers more than it would were



           3   it system-allocated.  That's accurate, isn't is?



           4        A.   Yes, that is.



           5                  MR. JETTER:  Okay.  That's all of my



           6   questions.  Thank you.



           7                  CHAIRMAN LEVAR:  Thank you.



           8   Mr. Olsen?



           9                       EXAMINATION



          10   BY MR. OLSEN:



          11        Q.   Thank you.  Good morning, Mr. McDougal.



          12        A.   Good morning.



          13        Q.   So based on what I understand is the



          14   testimony that you have provided -- both you and



          15   Mr. Marx -- these kinds of decisions regarding



          16   distribution solutions or -- well, I guess what you



          17   guys are characterizing as transmission solutions --



          18   are not new to the system.  Thousands of miles of



          19   both distribution and transmission lines, so these



          20   come up more than once, I guess.



          21        A.   Yes.



          22        Q.   So do you know or are you aware of whether



          23   or not you have a breakdown by regulatory



          24   jurisdiction about how frequently -- if it's a



          25   transmission, a circumstance here -- where it's a
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           1   transmission-related issue where you say it is



           2   driven by distribution when the Company has elected



           3   to make a transmission decision as opposed to a



           4   distribution application as you've done here.  Do



           5   you have any sense of how frequently those two types



           6   of decisions are made?



           7        A.   No, I don't.  That would be -- you know,



           8   the engineering group would look at what is the most



           9   optimal decision, and I don't have any information



          10   on that universe of decisions.



          11        Q.   You have described some of the processes



          12   that you went through here.  Can you just help me



          13   understand with a little bit more specificity the



          14   factors that go into deciding whether or not you



          15   make a distribution decision versus a transmission



          16   decision?



          17        A.   I'll give it at a high level, because the



          18   detailed decisions are not made by me; they're made



          19   by the engineering group and the others who really



          20   know the system and know what the options are.  But



          21   what I do know is they will look at the range of



          22   options that are available and choose the one that



          23   fixes the problem and does so in the most economical



          24   way possible.



          25        Q.   And just to -- thank you.  Just to get --
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           1   I want to make sure I understood something in your



           2   summary testimony that you just provided -- you were



           3   saying that consideration of the system allocation



           4   could lead to suboptimal decisions.  Is that what



           5   your concern was?



           6        A.   Yes.



           7        Q.   But that's not necessarily the case, that



           8   it would lead to a suboptimal decision?



           9        A.   As a full system, if everybody were to



          10   look at allocations, it would, in my opinion.



          11   Because of the examples of -- especially in the



          12   smaller states.  If you can choose a decision



          13   that -- Idaho is one of our smaller states close to



          14   us -- if you can choose a decision that you only get



          15   allocated 6 percent as opposed to a hundred percent,



          16   Idaho would naturally choose the 6 percent.  And it



          17   could lead to suboptimal decisions --



          18        Q.   It could.



          19        A.   -- if those opportunities arise, which, as



          20   described by Mr. Marx, there are those decisions.



          21                  MR. OLSEN:  Thank you.  I have no



          22   further questions.



          23                  CHAIRMAN LEVAR:  Ms. Hayes?



          24                  MS. HAYES:  No.  Thank you.



          25                  CHAIRMAN LEVAR:  Ms. Gardner?
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           1                  MS. GARDNER:  No.  Thank you.



           2                  CHAIRMAN LEVAR:  Any redirect?



           3                       EXAMINATION



           4   BY MR. SOLANDER:



           5        Q.   Just one, quickly.  In that last example



           6   as described by Mr. Olsen, what would happen to



           7   overall system costs if each state made the decision



           8   to sub-optimally assign or sub-optimally solve



           9   problems by creating transmission instead of



          10   distribution level investments?



          11        A.   It would raise the overall costs, because



          12   if the project was in Utah, Utah would only bear



          13   43 percent, and 57 percent could get shifted to



          14   other states.  But if it's an overall more expensive



          15   option for the system, the same thing would happen



          16   in Oregon and Wyoming.  They would make these



          17   decisions that might cost more, and Utah would have



          18   to bear 43 percent of those decisions from the



          19   states of Idaho and Oregon and Wyoming.



          20                  MR. SOLANDER:  Thank you.



          21                  CHAIRMAN LEVAR:  Thank you.  Was



          22   there any re-cross, Mr. Jetter?



          23                       EXAMINATION



          24   BY MR. JETTER:



          25        Q.   Just briefly.  Just in relation to that
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           1   question, in this case, can you describe why it



           2   would be unfair to also expect Utah to -- if Utah is



           3   paying a 100 percent of the costs of this, would it



           4   be unreasonable for Utah to expect to retain



           5   100 percent of the benefits if it's also situs



           6   assigned?



           7        A.   That is correct.  As it's described in my



           8   testimony and my summary, we are proposing to do



           9   that through looking at the market value and putting



          10   it into the EBA where we say here is the value of



          11   this energy that's being produced and give that



          12   value to Utah.



          13        Q.   And so is it fair to summarize that as



          14   meaning that the value that you're looking at is



          15   only the output of the solar facility and battery at



          16   market rates and not adding any additional value for



          17   Utah customers for deferring the expense of upgrade



          18   to a facility?



          19        A.   Correct.



          20                  MR. JETTER:  Okay.  Thank you.



          21                  CHAIRMAN LEVAR:  Any other re-cross,



          22   Mr. Olsen?



          23                  MR. OLSEN:  No.  Thank you.



          24                  CHAIRMAN LEVAR:  Ms. Hayes?



          25                  MS. HAYES:  No.  Thank you.
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           1                  CHAIRMAN LEVAR:  No other re-cross?



           2   Ms. Gardner?



           3                  MS. GARDNER:  No.



           4                  CHAIRMAN LEVAR:   Commissioner White,



           5   any questions for Mr. McDougal?



           6                  COMMISSIONER WHITE:  Just a couple.



           7   To this issue, in terms of allocation, putting aside



           8   the initial question from an engineering perspective



           9   of how to address a problem based upon least cost,



          10   et cetera, is there bearing or relationship between



          11   a state-driven policy or statute that drives a



          12   project?  And does that have any -- is that part of



          13   the equation all in terms of how a project is ever



          14   allocated?



          15                  THE WITNESS:  It's only an issue



          16   with -- related to the 2017 protocol, it does talk



          17   about state-specific initiatives should be situs



          18   allocated to those states starting the initiatives.



          19   And that was done within the 2017 protocol largely



          20   because of environmental or other restrictions or



          21   other programs that -- you know, as a general rule,



          22   things and decisions within a state result in those



          23   costs being borne by that state, not moved to



          24   others.



          25                  COMMISSIONER WHITE:  The follow-up
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           1   question, just the one I had for Mr. Marx earlier,



           2   which is is there anything, you know, specific as to



           3   the choice to use the Four Corners pricing hub for



           4   purposes of the replacement power or -- it sounds



           5   like from the testimony that the Company, the



           6   difference between the three -- was there some



           7   reason or rationale driving the decision to choose



           8   Four Corners?



           9                  THE WITNESS:  In talking with our



          10   system dispatch and the people who run the system,



          11   they said that the market hub that most closely



          12   resembles market prices in the state of Utah is Four



          13   Corners.  It's the closest proxy; it's the one



          14   that's really used a lot for the balancing on this



          15   side of the system.



          16                  COMMISSIONER WHITE:  I have no



          17   further questions.  Thank you.



          18                  CHAIRMAN LEVAR:  Commissioner Clark?



          19                  COMMISSIONER CLARK:  Thanks.  It



          20   seems to me that one of issues in front of us is



          21   that we have a relatively new technical approach to



          22   an old problem, the problem being the load in the



          23   given distribution area creating the need for



          24   transmission augmentation.  So one question I have



          25   is, I guess, is that -- I mean, tell me if you
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           1   disagree with that characterization but -- assuming



           2   it's roughly accurate, have you used this approach



           3   at other locations in the PacifiCorp system?



           4                  THE WITNESS:  I'm not aware of any



           5   time we have used this approach.  This is more of a



           6   new approach that's available, that by starting it



           7   we're going to gain more information, we're going to



           8   gain experience on how this can benefit and, you



           9   know, if everything works out as what we hope, this



          10   is something that could spread.  But it's something



          11   that we need to make that initial decision to move



          12   forward.  And let's, you know, try to prove out what



          13   can be accomplished through this kind of a program.



          14                  COMMISSIONER CLARK:  And because of



          15   the allocation consequences of this planning



          16   decision versus an election to augment the



          17   transmission system in some way, I hear in the



          18   questions that you have been asked the desire for



          19   some kind of confirmation that the same decision



          20   rules will apply in other jurisdictions when you've



          21   faced this same kind of issue.  What are your



          22   feelings about that?  Can you confirm for us that



          23   you will continue to be consistent in how you look



          24   at deploying this technological approach, assuming



          25   that it proves beneficial in this instance?
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           1                  THE WITNESS:  Yes.  You know, as



           2   described by Mr. Marx and others, we're going to



           3   look at all of our decisions based upon what's most



           4   economic and what's best for the area.  And if this



           5   works in other areas of the Company, we would



           6   definitely propose it, if it works out and it's the



           7   most economical.



           8                  COMMISSIONER CLARK:  In your rebuttal



           9   testimony, at line 81, you use the phrase



          10   "suboptimal system operating results and increased



          11   overall costs."  So my question is, is there an



          12   operational element to this, too, that -- in other



          13   words, what I think you would view as an improper



          14   consideration of the cost allocation consequences in



          15   the decision-making process, would that drive



          16   suboptimal -- not just increase costs or suboptimal



          17   financial results -- but suboptimal operating



          18   results?  And I just want to understand what you



          19   mean by that phrase.



          20                  THE WITNESS:  By operating results,



          21   I'm talking about our operating and maintenance



          22   expenses, or our expenses as far as how we operate



          23   the system.



          24                  COMMISSIONER CLARK:  There wouldn't



          25   be a reliability risk or some other kind of risk
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           1   that would be also --



           2                  THE WITNESS:  Not that I'm aware of.



           3                  COMMISSIONER CLARK:  -- part of this



           4   equation?



           5                  THE WITNESS:  No.



           6                  COMMISSIONER CLARK:  Those are all my



           7   questions.  Thank you.



           8                  CHAIRMAN LEVAR:  I don't have any



           9   further ones, so thank you, Mr. McDougal.



          10   Mr. Solander?



          11                  MR. SOLANDER:  That's concludes Rocky



          12   Mountain Power's direct case.  Thank you.



          13                  CHAIRMAN LEVAR:  Thank you.



          14   Mr. Jetter?



          15                  MR. JETTER:  Can I request maybe a



          16   15-minute recess?



          17                  CHAIRMAN LEVAR:  Sure.  We'll



          18   reconvene at ten after.  Thank you.



          19                  (A brief recess was taken.)



          20                  CHAIRMAN LEVAR:  Okay.  We're back on



          21   the record.  And I'll just comment to Rocky Mountain



          22   Power, in terms of follow-up questions from the



          23   Commissioners, we would like to ask Mr. McDougal to



          24   remain around for the rest of the hearing, but I'm



          25   not sure there's a need for the other Company
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           1   witnesses.  If there's any interest in releasing



           2   those witnesses rather than keeping them for the



           3   whole hearing, we'll let that be your discretion.



           4   And we'll go to Mr. Jetter.



           5                  MR. JETTER:  The Division -- I'm



           6   sorry, are we ready?  The Division would like to



           7   call and have sworn in Mr. Bob Davis.



           8                     ROBERT A. DAVIS,



           9   having been first duly sworn to tell the truth, was



          10            examined and testified as follows:



          11                       EXAMINATION



          12   BY MR. JETTER:



          13        Q.   Good morning, Mr. Davis.



          14        A.   Good morning.



          15        Q.   Would you please state your name and



          16   occupation for the record?



          17        A.   I'm a utility analyst for the Division of



          18   Public Utilities.



          19        Q.   Thank you.  In the course of your



          20   employment with the Division, and with respect to



          21   matters that you have testified to so far in this



          22   docket, did you create and cause to be filed with



          23   the Commission DPU witness Robert A. Davis direct



          24   testimony filed on November 9th, 2016, along with



          25   rebuttal testimony filed on November 23rd, 2016?
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           1        A.   Yes.



           2        Q.   Do you have any edits or corrections you'd



           3   like to make to this?



           4        A.   I do not.



           5        Q.   And if you were asked the same questions



           6   that are contained in those prefiled testimonies



           7   today, would your answers be the same?



           8        A.   They would.



           9                  MR. JETTER:  I move at this time to



          10   enter into the record direct and rebuttal testimony



          11   from DPU witness Robert A. Davis.



          12                  CHAIRMAN LEVAR:  If any parties



          13   object to that, please indicate to me.  I'm not



          14   seeing any, so the motion is granted.



          15   BY MR. JETTER:



          16        Q.   Thank you.  And, Mr. Davis, have you



          17   prepared a brief statement today?



          18        A.   I have.



          19        Q.   Please go ahead.



          20        A.   Good morning.  The Division reviewed the



          21   Company's application for implementation of the STEP



          22   programs and categories of programs as contained in



          23   the Commission's Phase One order in this docket.



          24   The Company has presented information about the



          25   programs to stakeholders throughout several
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           1   technical conferences and data requests.



           2             After consideration of the proposed



           3   programs, including Phase One of the STEP program,



           4   the Division recommends that the Company be granted



           5   approval of the following:  (1)  Establishing a line



           6   item charge on customer bills for the funding of the



           7   STEP program.  This category also includes



           8   establishing a regulatory liability account to



           9   depreciate thermal generation plant; revising tariff



          10   Schedules 193 and 195; revising the Utah Solar



          11   Incentive Program (USIP) Schedule 107, which will



          12   close the USIP program to new customers at the end



          13   of December 2016; and approving implementation of



          14   the Company's Electric Vehicle infrastructure



          15   incentive program; (2) approval of the Solar and



          16   Storage Program; (3) approval of the Gadsby Emission



          17   Curtailment Program; (4) approval of the Clean Coal



          18   Technology Program for NOx reduction using Neural



          19   Networks and Advanced Catalytic Reduction (SCR)



          20   applications.



          21             The Division recommends that the Company



          22   be required to report its progress and actual



          23   expenditures on these programs throughout the pilot



          24   at least annually through reports and/or technical



          25   conferences so the Division and other stakeholders
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           1   have the opportunity to review the STEP initiatives.



           2             The Division recommends the approval of



           3   this phase of the proceeding be subject to the



           4   accounting treatment and reporting requirements as



           5   outlined by the Company through discussions during



           6   the technical conferences, other meetings with the



           7   Company, testimony and exhibits.  Mr. David Thomson



           8   will address the Division's review of the Phase One



           9   accounting treatment of the STEP program and revised



          10   tariff sheets that are being recommended for



          11   implementation.  Schedule 107 has been revised to



          12   end the Utah Solar Incentive Program December 31st,



          13   2016.  Tariff Sheet No. 107 has been revised to



          14   remove the 2017 Program Incentive Level and



          15   Available Capacity.



          16             The Company is proposing to correct a



          17   transmission voltage issue in Central Utah with a



          18   stationary battery storage system along with a solar



          19   facility funded entirely by Utah customers through



          20   the STEP program.  The battery and solar project



          21   will provide valuable training to Company personnel



          22   which will provide benefits to all customers as



          23   distributed energy resources increase on the system.



          24   The Division believes that Company personnel need to



          25   gain as much understanding of distributed energy
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           1   resources as possible.  The Division's concern lies



           2   in the benefits spread to all the Company's



           3   customers as a result of avoiding the transmission



           4   system upgrades that would otherwise be allocated



           5   systemwide through the multi-state protocol.  By



           6   using the STEP funds for this project, the Solar and



           7   Storage Program is funded by Utah customers alone.



           8   The Division recommends that at a minimum, the



           9   direct cost savings of the project be retained by



          10   Utah customers.  The Division proposes that the



          11   benefits flow through the EBA at the market value of



          12   the output to the grid.  The Division is also



          13   supportive of Utah Clean Energy's request that if



          14   funding, in part or full, is used from Blue Sky



          15   customers for the solar array, then the Blue Sky



          16   Program should receive those same proportions of the



          17   net benefits from the system, provided the



          18   administrative costs do not outweigh the benefits.



          19   Using the EBA as a mechanism for Utah customers to



          20   retain the benefits would be easier to administer.



          21   Additionally, under the Division's proposal, Blue



          22   Sky customers would get a benefit through the EBA



          23   adjustment plus knowing Blue Sky funds were used for



          24   a renewable project.



          25             The Division is supportive of the Office
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           1   of Consumer Services' treatment of Operation,



           2   Maintenance, Administrative and Other (OMAG)



           3   expenses relating to the STEP program.  The Division



           4   does not believe unknown or known OMAG expenses



           5   should be borne by customers to support the pilot



           6   program outside of those covered by the STEP



           7   funding.  The Division supports the Office's



           8   recommendation that OMAG expenses should be



           9   identified during the STEP pilot program and



          10   included in STEP funding.  If STEP OMAG expenses are



          11   not included in STEP funding, then they should be



          12   removed from rates in the next general rate case.



          13             In conclusion, the Division recommends



          14   that the Commission approve the programs under



          15   consideration in Phase One of this proceeding,



          16   subject to the proposed reporting requirements,



          17   accounting treatment, tariff sheet revisions, and



          18   other concerns with the Solar and Storage program



          19   and OMAG expense treatment.



          20        Q.   Thank you.  I'd like to clarify a few



          21   things.  As witnesses from the Company testified



          22   earlier today -- and I'd like to clarify the



          23   position of the Division with respect to the



          24   recommendation for approval of this project -- is



          25   it -- was the Division's recommendation to capture
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           1   benefits through the EBA -- let me rephrase that



           2   question.



           3             Does the Division object to the decision



           4   of the Company in this case to build this facility



           5   on the demand side of the system if it's the lowest



           6   cost alternative?



           7        A.   No.



           8        Q.   And can you describe, kind of briefly, why



           9   the Division recommended the EBA treatment?



          10        A.   The Division believes that if Utah



          11   customers are going to bear the 100 percent of the



          12   cost of this, then they should receive the benefits



          13   from it.



          14        Q.   Okay.  And do you think that the EBA



          15   treatment that captures the market value of the



          16   kilowatt hours delivered from this project into the



          17   system captures the full benefit that is being



          18   provided by this project?



          19        A.   Probably not.  But based on the



          20   information that we have currently, it's probably



          21   the best way to do it.



          22        Q.   Okay.  And in light of that, is it still



          23   the Division's recommendation that the Commission



          24   approve this project with the modifications that you



          25   have recommended in your brief opening statement?
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           1        A.   Yes.



           2                  MR. JETTER:  Thank you.  I have no



           3   further questions.  And Mr. Davis is available for



           4   questions from other parties or the Commission.



           5                  CHAIRMAN LEVAR:  Thank you.



           6   Mr. Olsen?



           7                  MR. OLSEN:  Thank you.  No.



           8                  CHAIRMAN LEVAR:  Ms. Hayes, any



           9   questions for Mr. Davis?



          10                  MS. HAYES:  No.  Thank you.



          11                  CHAIRMAN LEVAR:  Thank you.



          12   Ms. Gardner?



          13                  MS. GARDNER:  No.  Thank you.



          14                  CHAIRMAN LEVAR:  Thank you.



          15   Mr. Solander?



          16                  MR. SOLANDER:  One moment.



          17                       EXAMINATION



          18   BY MR. SOLANDER:



          19        Q.   Just one question, Mr. Davis.  With your



          20   recommendation regarding the STEP OMAG coming from



          21   the STEP funding, is it your recommendation at the



          22   end of the pilot program period that the OMAG would



          23   then be in base rates after the five years?



          24        A.   No.  I think my position is that any OMAG



          25   expenses that are outside of the STEP programs that
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           1   are either known or unknown at this time would not



           2   be included in base rates.



           3        Q.   So you're saying they would not be



           4   collected by the Company after the five-year pilot



           5   program period?



           6        A.   No.  I don't think if the expenses, if



           7   they're outside of the projects, I don't believe



           8   they should be collected.  It's an additional burden



           9   to the customers.



          10        Q.   I guess what I'm asking is, is the ongoing



          11   OMAG cost -- for instance, of the Solar and Battery



          12   Storage program -- will continue after the five-year



          13   period?



          14        A.   I understand your question better now.



          15   Thanks.  Those would probably, in my opinion, would



          16   probably be okay to collect those.



          17                  MR. SOLANDER:  Thank you.  No further



          18   questions.



          19                  CHAIRMAN LEVAR:  Any redirect?



          20                  MR. JETTER:  No redirect at this



          21   time.  Thanks.



          22                  CHAIRMAN LEVAR:  Commissioner Clark?



          23                  COMMISSIONER CLARK:  No questions.



          24                  CHAIRMAN LEVAR:  Commissioner White?



          25                  COMMISSIONER WHITE:  One question.
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           1   This question may be more properly addressed by



           2   Mr. Vastag or Martinez, but with respect to the OMAG



           3   costs, if I recall, the Office addressed this



           4   specifically with respect to the Clean Coal



           5   Technology program.  Is it the Division's position



           6   that those are applicable to all STEP OMAG --



           7                  THE WITNESS:  Yes, that would be our



           8   position.



           9                  COMMISSIONER WHITE:  Thanks.  That's



          10   all I've got.



          11                  CHAIRMAN LEVAR:  A couple of



          12   clarifying questions.  First, does the proposed



          13   reporting program presented in Mr. McDougal's



          14   rebuttal satisfy your concerns with respect to



          15   reporting?



          16                  THE WITNESS:  I believe so.  I mean,



          17   it's kind of dynamic, so we'll see how that goes.



          18   But I think it does address -- and our other



          19   witness, Mr. David Thomson, will address that a



          20   little bit as well.



          21                  CHAIRMAN LEVAR:  I'd like to follow



          22   up or to ask your thoughts on a question that



          23   Commissioner White asked Mr. McDougal earlier.  If



          24   you look at the Solar and Battery Storage Project,



          25   how would you describe the similarities or
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           1   differences between that project and something, for



           2   example, that were built in another state solely to



           3   satisfy that state's RPS or solely to satisfy a



           4   legislative directive in another state?



           5                  THE WITNESS:  Like, for example, the



           6   Black Cap Solar where it was built specifically to



           7   address the portfolio standard versus this, which is



           8   tackling a transmission problem?



           9                  CHAIRMAN LEVAR:  Yes, for allocation



          10   purposes.



          11                  THE WITNESS:  They're different.  The



          12   weird thing about the solar and storage is it is at



          13   the distribution level, but it is correcting a



          14   transmission problem.



          15                  CHAIRMAN LEVAR:  Okay.  Thank you.  I



          16   think that's all I have.



          17                  COMMISSIONER CLARK:  Can I ask one



          18   more?  And I think you have probably said it



          19   somewhere, Mr. Davis, but just to refresh me, the



          20   use of the Four Corners price as a reference in



          21   relation to the Gadsby replacement power, what is



          22   your view of that?  Would you refresh me as to



          23   whether or not the Division's position is that's



          24   appropriate?



          25                  THE WITNESS:  I think we're okay with
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           1   that.  It's based on lower costs, so we made the



           2   assumption that the Company would use the lowest



           3   cost, whether that's Four Corners or one of the



           4   others.



           5                  COMMISSIONER CLARK:  Thanks.  That's



           6   all my questions.



           7                  CHAIRMAN LEVAR:  Thank you, Mr.



           8   Davis.  Mr. Jetter?



           9                  MR. JETTER:  Thank you.  The Division



          10   would like to call and have sworn in Mr. David



          11   Thomson.



          12                      DAVID THOMSON,



          13   having been first duly sworn to tell the truth, was



          14            examined and testified as follows:



          15                       EXAMINATION



          16   BY MR. JETTER:



          17        Q.   Good morning, Mr. Thomson.  Would you



          18   please state your name and occupation for the



          19   record?



          20        A.   My name is David Thomson.  T-h-o-m-s-o-n.



          21   That's without a "P."  And I work for the Division



          22   of Public Utilities as a technical consultant.



          23        Q.   Thank you.  In the course of your



          24   employment, have you had the opportunity to review



          25   the filings made by the Company in this docket that
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           1   are relevant to the testimony that you have



           2   prefiled?



           3        A.   I have.



           4        Q.   And did you create and cause to be filed



           5   with the Commission DPU witness David Thomson



           6   Direct, dated November 9th, 2016 along with DPU



           7   Exhibit 2.1 which is also titled Exhibit A?



           8        A.   Yes.



           9        Q.   Do you have any corrections or changes



          10   that you would like to make to that?



          11        A.   No.



          12        Q.   And if you're asked the same questions



          13   that were asked and answered in your prefiled direct



          14   testimony today, would you have the same answers?



          15        A.   Yes.



          16                  MR. JETTER:  Thank you.  I'd like to



          17   move at this time to enter the direct testimony and



          18   Exhibit A or DPU Exhibit 2.1 Direct for Mr. Thomson



          19   into the record.



          20                  CHAIRMAN LEVAR:  Thank you.  If any



          21   party objects to that motion, please indicate to me.



          22   I'm not seeing any, so that motion is granted.



          23   BY MR. JETTER:



          24        Q.   Thank you.  Mr. Thomson, do you have a



          25   brief opening statement you'd like to give?
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           1        A.   I do.  Thank you.  Good morning,



           2   Commissioners, and thank you for the opportunity to



           3   summarize the Divisions review of the Company's



           4   proposed STEP accounting and certain proposed STEP



           5   tariff sheets and schedules.



           6             In its direct testimony, the Division



           7   accepted the Company's proposed reporting plan.  In



           8   its rebuttal testimony, Mr. Steven R. McDougal



           9   provided an update on the Company's STEP reporting



          10   plan, including the recommended additional reporting



          11   requirements supported by the Company.  The Division



          12   will accept the reporting plans as outlined in



          13   Mr. McDougal's direct testimony and rebuttal



          14   testimony.



          15             The Division supports the Company's



          16   proposal to cancel Schedule 195 and call it Schedule



          17   196.  The Division also supports the proposed



          18   changes made by the Company to Electric Service



          19   Schedules Sheet B.1 and Schedule 80.  In his



          20   rebuttal testimony, Mr. McDougal accepted the



          21   Division's recommendations that the carrying charge



          22   by updated annually.  He also accepted the



          23   Division's recommendation that Schedule 195, which



          24   is now 196, include the term pilot program and that



          25   it make no other program period of five years.  The
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           1   Division knows that these changes were made to the



           2   new proposed Schedule 196.



           3             The Company also, during rebuttal, made a



           4   change to the cost adjustment percentages on



           5   proposed Schedule 196.  They were updated to reflect



           6   the price change on November 1, 2016 per Schedule 94



           7   Energy Balancing Account pilot program.  It appears



           8   to the Division that the revised sheets as discussed



           9   above support the Company's application implementing



          10   programs authorized by the STEP.



          11             Finally, the overall accounting process



          12   proposed by the Company in its implementation of



          13   S.B. 115 has been reviewed by the Division.  After



          14   review at this time, nothing came to the Division's



          15   attention that would indicate the overall accounting



          16   process as proposed by the Company as improper or



          17   inadequate.  And that concludes my summary.



          18                  MR. JETTER:  Thank you.  I have no



          19   further questions for Mr. Thomson.  And he's



          20   available for questions.



          21                  CHAIRMAN LEVAR:  Thank you.



          22   Mr. Olsen?



          23                  MR. OLSEN:  Nothing at this time.



          24   Thank you.



          25                  CHAIRMAN LEVAR:  Ms. Hayes?
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           1                  MS. HAYES:  No.  Thank you.



           2                  CHAIRMAN LEVAR:  Ms. Gardner?



           3                  MS. GARDNER:  No questions.



           4                  CHAIRMAN LEVAR:  Mr. Solandar?



           5                  MR. SOLANDER:  No questions.



           6                  CHAIRMAN LEVAR:  Commissioner White,



           7   any questions?



           8                  COMMISSIONER WHITE:  No questions.



           9                  CHAIRMAN LEVAR:  Mr. Clark?



          10                  COMMISSIONER CLARK:  No questions.



          11                  CHAIRMAN LEVAR:  Thank you,



          12   Mr. Thomson.



          13                  MR. JETTER:  Those were the only two



          14   witness from the Division.  So I guess that



          15   concludes our testimony today.



          16                  CHAIRMAN LEVAR:  Thank you.



          17   Mr. Olsen?



          18                  MR. OLSEN:  Thank you.  The Office



          19   would like to call Cheryl Murray, please.



          20                      CHERYL MURRAY,



          21   having been first duly sworn to tell the truth, was



          22            examined and testified as follows:



          23                       EXAMINATION



          24   BY MR. OLSEN:



          25        Q.   Could you state your name and business
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           1   address and by whom you're employed?



           2        A.   My name is Cheryl Murray.  My business



           3   address is 160 East 300 South, Salt Lake City, Utah.



           4   I'm a utility analyst with the Office of Consumer



           5   Services.



           6        Q.   Did you file any prefiled testimony in



           7   this docket?



           8        A.   Yes.  On November 9, 2016, I submitted ten



           9   pages of direct testimony.



          10        Q.   Are there any changes that you would



          11   propose to that testimony at this time?



          12        A.   No.



          13                  MR. OLSEN:  I would ask then at this



          14   time that her direct testimony filed on November 9th



          15   be admitted.



          16                  CHAIRMAN LEVAR:  If there is any



          17   objection to that motion, please indicate to me.



          18   I'm not seeing any, so the motion is granted.



          19   BY MR. OLSEN:



          20        Q.   Thank you.  And what was the purpose of



          21   that testimony that you filed?



          22        A.   My testimony introduced two other Office



          23   witnesses, Bela Vastag and Danny Martinez, and



          24   identified the specific areas of Company's filing to



          25   be addressed by each of them.  I also addressed some
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           1   of the Company's proposed changes to three tariffs;



           2   Schedule 107, Utah Solar Incentive Program; Schedule



           3   195, Solar Incentive Program Cost Adjustment; and



           4   Schedule 193, Demand Side Management Cost



           5   Adjustment.



           6        Q.   And have you prepared a summary of your



           7   testimony?



           8        A.   Yes.



           9        Q.   Could you please provide that summary?



          10        A.   In my direct testimony, I identified



          11   necessary corrections or clarifications on tariff



          12   sheets 107.4, 107.1, and 195.2.  The Office also



          13   noted that the Company's proposed changes to



          14   Schedule 195 are so extensive, even including the



          15   tariff title, that it amounts to a completely new



          16   tariff.  For this reason, as well as ease of



          17   reference, over time the Office recommended that the



          18   Company should be required to cancel Schedule 195



          19   and create a new tariff with a new schedule number



          20   for the STEP surcharge tariff.  In the rebuttal



          21   testimony of Company witness Steven R. McDougal,



          22   filed November 23, 2016, the Company agreed to all



          23   of the recommendations made by the Office related to



          24   Schedule 107 and Schedule 195, including creating a



          25   new tariff, Schedule 196 for the STEP surcharge.
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           1             In addition to the recommendations related



           2   to the tariffs discussed above, the Office also



           3   noted that with the Company's plan to capitalize the



           4   annual DSM cost as a DSM regulatory asset and



           5   amortize them over a ten-year period, a sizable



           6   regulatory asset will likely build up over that



           7   period.  While we did not recommend any



           8   modifications to the DSM accounting provisions



           9   proposed by the Company at this time, we stated that



          10   the Office may address this issue in a future



          11   proceeding.



          12             In his summary, Mr. McDougal asked that



          13   the Commission specifically approve the reporting



          14   plan presented by the Company.  Office witnesses



          15   Mr. Martinez and Mr. Vastag will address reporting



          16   in their summaries.  But the Office requests that in



          17   its order on Phase One of this docket that the



          18   Commission specify that they are not approving



          19   reporting related to issues to be heard in Phase



          20   Two.



          21             That concludes my summary.



          22                  MR. OLSEN:  Thank you.  Ms. Murray is



          23   available for questions from the parties or the



          24   Commission.



          25                  CHAIRMAN LEVAR:  Thank you.
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           1   Mr. Jetter, do you have any questions?



           2                  MR. JETTER:  No questions.



           3                  CHAIRMAN LEVAR:  Ms. Hayes?



           4                  MS. HAYES:  No questions.  Thank you.



           5                  CHAIRMAN LEVAR:  Ms. Gardner?



           6                  MS. GARDNER:  No questions.  Thank



           7   you.



           8                  CHAIRMAN LEVAR:  Mr. Solander?



           9                  MR. SOLANDER:  No questions.



          10                  COMMISSIONER CLARK:  No questions.



          11   Thank you.



          12                  CHAIRMAN LEVAR:  Commissioner White?



          13                  COMMISSIONER WHITE:  No questions.



          14   Thank you.



          15                  CHAIRMAN LEVAR:  Thank you,



          16   Ms. Murray.  Mr.Olsen?



          17                  MR. OLSEN:  Thank you.  The Office



          18   would now like to call Mr. Danny Martinez and ask



          19   that he be sworn.



          20                     DANNY MARTINEZ,



          21   having been first duly sworn to tell the truth, was



          22            examined and testified as follows:



          23                       EXAMINATION



          24   BY MR. OLSEN:



          25        Q.   Mr. Martinez, could you please state your
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           1   name for the record, where you work, and what your



           2   position is?



           3        A.   Yes.  My name is Danny Martinez.  I am a



           4   utility analyst for the Office of Consumer Services.



           5   My business address is 160 East 300 South, Salt Lake



           6   City, Utah 84111.



           7        Q.   And as part of your duties as a utility



           8   analyst, did you have occasion to review the STEP



           9   filing under consideration here today?



          10        A.   Yes.



          11        Q.   And as part of that, did you file or cause



          12   to be filed direct testimony on November 9th, 2016?



          13        A.   Yes.



          14        Q.   And did you file or cause to be filed



          15   rebuttal testimony on November 23rd, 2016?



          16        A.   Yes.



          17        Q.   Are there any changes that you'd like to



          18   make to that testimony at this time?



          19        A.   No.



          20                  MR. OLSEN:  I would ask that the



          21   testimony -- that the direct rebuttal testimony --



          22   be admitted at this time.



          23                  CHAIRMAN LEVAR:  If any party has an



          24   objection, please indicate to me.  I'm not seeing



          25   any, so that motion is granted.

�                                                                          73











           1   BY MR. OLSEN:



           2        Q.   Thank you.  Mr. Martinez, have you



           3   provided a summary for the Commission at this time?



           4        A.   Yes, I have.



           5        Q.   Could you please proceed?



           6        A.   Yes.  Good morning, Commissioners.  My



           7   testimony addresses the Phase One Clean Coal



           8   projects, related to NOx emissions reduction and the



           9   Gadsby Curtailment program.  Since the Commission's



          10   scheduling order allows for live surrebuttal



          11   testimony, I will include a brief response to the



          12   Company's rebuttal testimony in this summary.



          13             With respect to the Phase One Clean Coal



          14   projects, the Office raised concerns regarding



          15   reporting requirements and OMAG expenses.  In



          16   rebuttal testimony, the Company proposed more



          17   specific reporting for all of the STEP programs.



          18   The company's proposal adequately addresses the



          19   Office's concerns regarding reporting requirements



          20   and addresses the Office's reporting



          21   recommendations.



          22             Regarding OMAG expenses, the Office agrees



          23   with the Division that those costs need to be



          24   identified and quantified and included in the



          25   Company's STEP budget.  The Office contends that the
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           1   Company should reserve STEP funds from funds



           2   authorized by the Legislature to be used for OMAG



           3   expenses rather than seek recovery outside of the



           4   STEP line item charge for the years during which



           5   STEP is in place.



           6             With respect to the Gadsby Curtailment



           7   Program, my testimony indicated that Company did not



           8   sufficiently explain how the value of curtailment



           9   replacement power cost is calculated and why the



          10   Four Corners hub would be appropriate to use as a



          11   market proxy.  I further recommended that the



          12   Commission approve the Gadsby Curtailment Program



          13   without specifically authorizing the method of



          14   calculation for replacement power costs.  Instead,



          15   the Office recommended that the Commission require



          16   additional supporting information in the annual EBA



          17   filing if the Company seeks STEP funds for Gadsby



          18   Curtailment in that year.



          19             In rebuttal testimony, Mr. McDougal



          20   opposed this recommendation.  He indicated that



          21   determining actual replacement costs would be



          22   burdensome and potentially controversial, and



          23   recommended that the Commission approve the use of



          24   the formula that he presented and the Four Corners



          25   hub as the appropriate market proxy to use in
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           1   replacement cost calculation.  However, Mr. McDougal



           2   also offered to include in future reporting



           3   requirements a justification in a future EBA filing



           4   if the Company proposes to use a different hub in



           5   the future.  He agreed to use a different market hub



           6   as proxy if ordered by the Commission.



           7             My testimony did not oppose the



           8   replacement power cost estimate or the use of a



           9   market proxy; rather, I was concerned that the



          10   filing was confusing and did not sufficiently



          11   explain the process.  The detailed explanations were



          12   all obtained through the discovery process.  To be



          13   clear, the Office agrees with Mr. McDougal that the



          14   formula provided in response to OCS 3.4 and his



          15   rebuttal testimony is a reasonable estimation for



          16   curtailment replacement power costs.



          17             However, the Office contends that



          18   insufficient evidence has been presented in this



          19   proceeding to determine the appropriate hub to be



          20   used as a market proxy.  Further, it is clear that



          21   the Company would like to be able to justify a



          22   change in what hub is used if appropriate in future



          23   years.  For these reasons, the Office continues to



          24   recommend that the Commission require the Company to



          25   justify what market should be used as a market proxy
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           1   price if it requests STEP funds to reimburse the



           2   Gadsby curtailment costs in a future EBA proceeding.



           3   To clarify our position, the Office supports the



           4   Commission approving the Gadsby Curtailment Program



           5   and the general method of calculation of replacement



           6   power costs but requests that the issue of the



           7   appropriate hub be addressed in each relevant future



           8   EBA proceeding.



           9             The Office still recommends the Commission



          10   require an additional filing requirement for the



          11   Company in its annual EBA filing if it seeks STEP



          12   funds for Gadsby curtailment in that year.



          13             That's the conclusion of my summary.



          14                  MR. OLSEN:  Thank you.  Mr. Martinez



          15   is available for questions from the parties or the



          16   Commission.



          17                  CHAIRMAN LEVAR:  Thank you.  Mr.



          18   Jetter?



          19                  MR. JETTER:  No questions.



          20                  CHAIRMAN LEVAR:  Ms. Hayes?



          21                  MS. HAYES:  No questions.



          22                  CHAIRMAN LEVAR:  Ms. Gardner?



          23                  MS. GARDNER:  No questions.  Thank



          24   you.



          25                  CHAIRMAN LEVAR:  Thank you.
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           1   Mr. Solander?



           2                  MR. SOLANDER:  No questions.



           3                  CHAIRMAN LEVAR:  Commissioner White?



           4                  COMMMISSIONER WHITE:  So my



           5   understanding -- and that was helpful, the



           6   clarification on the curtailment power costs -- is



           7   the Office is not necessarily opposed to using one



           8   of those three -- Mid-C, Four Corners, or Palo



           9   Verde -- it's just that they want to reserve the



          10   right to address justification.  It's not that they



          11   want to actually use the actual costs; they're okay



          12   with the proxy.  They want to be able to address one



          13   of those three proxies at the time.



          14                  THE WITNESS:  That's correct.  Yes.



          15                  CHAIRMAN LEVAR:  Commissioner Clark?



          16                  COMMISSIONER CLARK:  I want to



          17   express appreciation also for the clarification



          18   because I had a few questions that I can eliminate



          19   now.  But I am still interested to know or



          20   understand better the extent to which the Office



          21   specifically objects to Four Corners as the



          22   identified market proxy hub.



          23                  THE WITNESS:  We didn't -- my intent



          24   was not to object specifically to the Four Corners.



          25   We just didn't understand why that specific hub was
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           1   chosen over other hubs that could have been.  And so



           2   that was the intent of trying to figure out which



           3   one would be the appropriate hub.  We didn't see



           4   that in the application by the Company, and so we



           5   asked discovery on that, and that's where we got our



           6   response.  In one of the responses, they said it was



           7   just basically a geographical proximity.



           8                  COMMISSIONER CLARK:  Thanks very



           9   much.



          10                  CHAIRMAN LEVAR:  Just one follow-up



          11   to that.  In your opinion, does that provide



          12   sufficient certainty to the utility to make



          13   curtailment decisions if there's not certainty on



          14   which of the three hubs might be the proxy in the



          15   next EBA case?



          16                  THE WITNESS:  I think the choice of



          17   the hub, given the formula the Company put forth as



          18   described in Mr. McDougal's testimony as well as my



          19   own, there needs to be a market proxy in place for



          20   the calculations to work.  Again, we're not



          21   concerned which one it is as long as it's one that



          22   is prudent for determining those costs.  I think in



          23   my testimony I indicated we would presume that would



          24   be the least cost purchase of power that would be



          25   used in that calculation.
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           1                  CHAIRMAN LEVAR:  Thank you.  That's



           2   all I have.  Thank you, Mr. Martinez.  Mr. Olsen?



           3                  MR. OLSEN:  Thank you.  The Office



           4   would like to call Mr. Bela Vastag.



           5                       BELA VASTAG,



           6   having been first duly sworn to tell the truth, was



           7           examined and testified as follows:



           8                       EXAMINATION



           9   BY MR. OLSEN:



          10        Q.   Mr. Vastag, could you please state your



          11   name for the record, your place of employment, and



          12   what you do, what your position is?



          13        A.   Yes.  My name is Bela Vastag.  I'll spell



          14   that for the court reporter.  B-e-l-a, last name



          15   V-a-s-t-a-g.  I'm a utility analyst for the Utah



          16   Office of Consumer Services, and my business address



          17   is here in this building, 160 East 300 South.



          18        Q.   And as part of your work as a utility



          19   analyst for the Office of Consumer Services, did you



          20   have occasion to review the filing under



          21   consideration -- the STEP filing under consideration



          22   here today?



          23        A.   Yes.



          24        Q.   And did you file or cause to be filed



          25   direct testimony on November 9th, 2016 and rebuttal
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           1   testimony on November 23, 2016 in response to that



           2   filing?



           3        A.   Yes.



           4        Q.   Are there any corrections or revisions



           5   you'd like to make at this time?



           6        A.   I have no changes to my testimony.



           7                  MR. OLSEN:  The Office would move



           8   that those filings be admitted into evidence at this



           9   time.



          10                  CHAIRMAN LEVAR:  Thank you.  If



          11   anyone objects to that motion, please indicate to



          12   me.  And the motion is granted.



          13   BY MR. OLSEN:



          14        Q.   Mr. Vastag, have you prepared a summary of



          15   your testimony?



          16        A.   Yes, I have.



          17        Q.   Would you please provide the summary now?



          18        A.   Yes.  My testimony in this proceeding has



          19   addressed the Company's proposed Solar and Energy



          20   Storage technology project, which I usually refer to



          21   as the solar/battery project.  This project falls



          22   under the Innovative Utility Programs section of the



          23   Sustainable Transportation and Energy Plan or STEP



          24   Act.  So in other words, the solar/battery project



          25   is a research and development or an R&D project.
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           1             Research and development projects are not



           2   always successful, and this is a risk that one



           3   assumes when pursuing an R&D project.  However, the



           4   risk is worth taking if this solar battery R&D



           5   project gives the Company some knowledge that will



           6   enable it to provide service to its customers in the



           7   future in a more effective and less costly manner.



           8             Utah ratepayers are funding the entire



           9   solar/battery project.  Therefore, given the



          10   inherent risks of an R&D project, the Office



          11   believes that the solar/battery project would only



          12   be in the interest of Utah ratepayers if the R&D



          13   knowledge could be used for the benefit of rate



          14   payers in the future.  Unfortunately, the Office



          15   sees a barrier to this technology being used in the



          16   future.  This barrier is caused by -- the barrier is



          17   caused by how the costs of such a project would be



          18   allocated.  Because the Company's solar/battery



          19   project is on the distribution side of the system,



          20   all of the costs would be assigned to Utah even



          21   though the project is solving a problem on a



          22   transmission line.  The costs associated with



          23   transmission assets are allocated among all the



          24   states that Rocky Mountain Power's parent company,



          25   PacifiCorp, serves.  As described in my written

�                                                                          82











           1   testimony, the Utah-allocated costs of a



           2   transmission solution to the transmission line



           3   problem are significantly lower than the



           4   Utah-allocated costs of the solar/battery project.



           5   The solar/battery project that is at issue today



           6   would be funded according to the STEP Act, but in



           7   the future, an implementation of this technology



           8   would have its costs allocated through a different



           9   process, usually a general rate case including a



          10   Multi-State Protocol or MSP-type process.



          11   Therefore, the Office sees cost allocation as a



          12   barrier to the future use of this R&D knowledge



          13   because a state jurisdiction may not approve another



          14   solar/battery project where all the costs are



          15   state-assigned when an alternative transmission



          16   based solution would be cheaper because its costs



          17   were allocated among all PacifiCorp states.



          18             Therefore, the Office does not recommend



          19   that the Commission authorize this project unless



          20   the Company can propose a solution to this cost



          21   allocation problem or this barrier.  This cost



          22   allocation method that they would propose or the



          23   solution to the cost problem would need to be



          24   incorporated in any future implementation of the



          25   solar/battery technology.  If the proposed
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           1   solar/battery project is authorized by the



           2   Commission, the Office supports the concept from the



           3   Utah Division of Public Utilities that the value or



           4   benefit of the energy from the solar facility be



           5   credited back to Utah through the EBA.  Also, if the



           6   project is authorized, the Office does not oppose



           7   Utah Clean Energy's proposal for a Blue Sky grant



           8   program based on the output of a Blue Sky funded



           9   solar facility, that is, as long as the energy from



          10   the solar facility is valued at the Company's



          11   avoided costs and also the costs of running the



          12   grant program are charged to the Blue Sky program.



          13             That concludes my summary statement.



          14                  MR. OLSEN:  Mr. Vastag, as you know,



          15   the order allowed for the possibility of live



          16   surrebuttal.  Would you like to provide any of that



          17   at this time?



          18                  THE WITNESS:  Yes.  Today I'd like to



          19   respond to Rocky Mountain Power witness Steven R.



          20   McDougal.  Mr. McDougal's rebuttal testimony was



          21   filed on November 23rd.



          22   BY MR. OLSEN:



          23        Q.   Thank you.  Would you please proceed then



          24   with the surrebuttal?



          25        A.   Yes.  In his rebuttal testimony, Mr.
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           1   McDougal states that the Company does not agree with



           2   the Office's approach in evaluating project costs on



           3   a state allocated basis.  He says that the Company



           4   analyzes all transmission and distribution



           5   investment options on a total Company basis.  This



           6   implies that the Company is regularly making



           7   transmission versus distribution investment



           8   decisions, like the one it proposes to make for this



           9   solar/battery project, without consideration of the



          10   cost allocation impacts on the various



          11   jurisdictions.  This raises a red flag for the



          12   Office and indicates that in the future, state



          13   jurisdictions need to devote more resources in



          14   future rate cases to evaluating the Company's



          15   investments and situs assigned distribution assets.



          16   Furthermore, going forward, the Company should be



          17   required to provide a comprehensive explanation of



          18   how decisions are made for both transmission and



          19   distribution investments including how it evaluates



          20   the tradeoffs between a transmission versus a



          21   distribution solution.  This explanation should also



          22   explore how these investment decisions distort or do



          23   not distort the Multi-State Protocol or MSP



          24   allocation process.



          25             In another area, if the solar/battery
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           1   project is to be authorized, Mr. McDougal also



           2   states in his rebuttal testimony that the energy



           3   benefits that Utah would receive from the project



           4   should be calculated using the same methodology as



           5   for the Black Cap solar project in Oregon.  However,



           6   the Company does not provide sufficient detail in



           7   this docket for parties to understand how the Black



           8   Cap benefits are calculated and credited back to



           9   Oregon.  If the Commission authorizes this project



          10   and approves such a benefit crediting program, the



          11   Commission should require the Company to submit a



          12   compliance filing.  In this filing, it should show



          13   how the Oregon crediting system is done for the



          14   Black Cap project and allow parties to submit



          15   comments on the Company's filing to ensure that the



          16   accounting is done in a way that properly credits



          17   Utah ratepayers.



          18             Finally, Mr.McDougal implies in his



          19   rebuttal testimony that a demand-side management or



          20   DSM program could be implemented in an area to solve



          21   a transmission line loading problem and notes that



          22   DSM program costs are situs assigned.  However, this



          23   is not a fair analogy to the proposed solar/battery



          24   project because DSM programs reduce load in the



          25   state that they are implemented in, which in turn
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           1   reduces the state's share of system costs that are



           2   allocated based on load.



           3             That concludes my surrebuttal testimony.



           4                  MR. OLSEN:  Thank you.  Mr. Vastag is



           5   available for questions from the parties or the



           6   Commission.



           7                  CHAIRMAN LEVAR:  Thank you.



           8   Mr. Jetter, any questions for Mr. Vastag?



           9                  MR. JETTER:  No questions.  Thank



          10   you.



          11                  CHAIRMAN LEVAR:  Thank you.  Ms.



          12   Hayes?



          13                  MS. HAYES:  No questions.



          14                  CHAIRMAN LEVAR:  Thank you.  Ms.



          15   Gardner?



          16                  MS. GARDNER:  No questions.  Thank



          17   you.



          18                  CHAIRMAN LEVAR:  Mr. Solander?



          19                       EXAMINATION



          20   BY MR. SOLANDER:



          21        Q.   Yes.  Thank you.  Good morning, Mr.



          22   Vastag.



          23        A.   Good morning.



          24        Q.   You would agree, wouldn't you, with



          25   Mr. Marx's assertion that if the Company is incented
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           1   either way, one way or another, to make system or



           2   situs investments, that it could lead to suboptimal



           3   planning decisions?



           4        A.   There is that possibility, yes.



           5        Q.   Now, let's -- you were here when Mr. Marx



           6   was testifying earlier?



           7        A.   Yes.



           8        Q.   So you heard his hypothetical about the



           9   same exact Solar and Energy Storage project in Idaho



          10   instead of in Utah?



          11        A.   Yes.



          12        Q.   Now, if that project was built on the



          13   distribution side in Idaho, would the Office accept



          14   if 43 percent of the cost of that project was



          15   assigned to Utah and recommended the Company be



          16   allowed recovery of 43 percent of the total cost of



          17   that project in its next rate case?



          18        A.   Well, that hypothetical is really



          19   impossible to answer without a lot more detail.



          20        Q.   No, that's the exact same project we're



          21   presenting today.



          22        A.   Well, if there was a process in place as



          23   we propose, you know, for future projects, then of



          24   course we would agree, because we would have been



          25   involved in the process to determine how that would
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           1   work.



           2        Q.   So you're saying that you would support,



           3   in the future, if transmission level and if



           4   distribution investments to solve a transmission



           5   problem were made in Idaho, you would support 43



           6   percent of the cost being assigned to Utah?



           7        A.   Yes.  A good example would be there are



           8   several expensive transmission projects being



           9   proposed in Idaho and Wyoming -- and Utah Gateway



          10   comes to mind -- and if there was a less expensive



          11   distribution solution, then we would see, you know,



          12   merit in postponing or not investing in billions of



          13   dollars of transmission, yes.



          14                  MR. SOLANDER:  One moment, please.



          15   No further questions.  Thank you.



          16                  CHAIRMAN LEVAR:  Any redirect?



          17                  MR. OLSEN:  Yes, if I may.



          18                   REDIRECT EXAMINATION



          19   BY MR. OLSEN:



          20        Q.    Mr. Vastag, in your response to



          21   Mr. Solander's question, you spoke about the



          22   process.  Is that a proposed process that the Office



          23   is suggesting?  A comprehensive review of all facts



          24   and circumstances regarding any of those kinds of



          25   decisions that would go on in the future with an
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           1   opportunity to review and evaluate the specific



           2   facts and circumstances of those decisions that are



           3   made in this jurisdiction?



           4        A.   Yes.  I would say that would be the



           5   beginning of the process so we could understand what



           6   the factors are.  And, then, of course, out of that



           7   should come some method or way to handle these



           8   distribution versus transmission decisions where



           9   state allocation is a problem and where a state such



          10   as Idaho may not approve a solar/battery project



          11   when it's going to shoulder a hundred percent of the



          12   costs when its allocated costs would be 6 percent.



          13        Q.   And to your knowledge, a robust process as



          14   you're describing now is not in existence at this



          15   time?



          16        A.   No, it's not.  This is new a new area of



          17   analysis.



          18                  MR. OLSEN:  Thank you.  I have



          19   nothing further.



          20                  CHAIRMAN LEVAR:  Thank you.  Any



          21   recross, Mr. Solander?



          22                  MR. SOLANDER:  No.  Thank you.



          23                  CHAIRMAN LEVAR:  Commissioner Clark?



          24                  COMMISSIONER CLARK:  No questions.



          25   Thank you.
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           1                  CHAIRMAN LEVAR:  Commissioner White?



           2                  COMMMISSIONER WHITE:  I want to



           3   circle back on this concept of, I guess, the



           4   compensation for the generation from the solar



           5   panels.  Maybe I'm confusing this, but are you



           6   talking about the gross generation from those panels



           7   or is that netted out for what's utilized for



           8   station power and batteries?



           9                  THE WITNESS:  Honestly, we haven't



          10   delved into the details.  We agree on a high level,



          11   you know, at a high level on the concept that Utah



          12   Clean Energy proposes.  We were just concerned that



          13   the value of the grant program may be overvalued if



          14   it was based on a retail-type rate.



          15                  COMMMISSIONER WHITE:  And the avoided



          16   costs, I mean, is that something you would consider



          17   just as a, you know, like the Schedule 37 feed in or



          18   a Schedule 38 or a separate proceeding to determine



          19   whatever the avoided cost of that specific --



          20                  THE WITNESS:  I suggested in my



          21   testimony since this facility would be of the size



          22   that falls under Schedule 37, that we could just use



          23   the Schedule 37 as -- simply as the price.



          24                  COMMMISSIONER WHITE:  And earlier you



          25   were discussing the concept -- I think I heard you
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           1   correctly about, you know, this an R&D project, and



           2   tell me if I'm mischaracterizing this -- is the



           3   concept you were -- is the concept that because



           4   there's going to be lessons learned and potential



           5   intellectual property that flow from this project to



           6   that, if Utah were to pay for that, they should



           7   somehow be able to capture, or is that going to be,



           8   you know, a benefit to all states, and so there



           9   should be some kind of inverse relationship between



          10   those two?



          11                  THE WITNESS:  No, the concept was R&D



          12   projects are unknown whether or not they will work,



          13   so if we are going to invest Utah funds, we should



          14   at least have the opportunity to use them -- you



          15   know, the knowledge of the technology that we've



          16   gained from such a project -- to benefit the entire



          17   system, to benefit -- if Utah, again, or other



          18   jurisdictions, and we're just concerned that if this



          19   cost allocation question comes up in other states,



          20   they may not approve of such a project and we've



          21   lost, you know, the benefit of that knowledge in



          22   that case.



          23                  COMMMISSIONER WHITE:  One final



          24   question.  I asked this -- and Chairman LeVar asked



          25   it in a different way earlier -- but I'm wondering
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           1   if you have a position on whether there's a



           2   distinction between this type of project that flows



           3   out of a legislative directive and something like,



           4   for example, an RPS related project from another



           5   state.  Is there a distinction or is that not a



           6   factor in how projects are being allocated within a



           7   system?



           8                  THE WITNESS:  We really didn't



           9   consider it from that perspective.  In my opinion, I



          10   think an RPS project would be a different type of



          11   RPS related project because it would be a mandated



          12   policy related project.  To meet a specific goal



          13   and, in this case, the choice of an innovative



          14   technology project, there are potentially many



          15   candidates for this project; not just this project.



          16                  COMMMISSIONER WHITE:  That's all I've



          17   got.



          18                  CHAIRMAN LEVAR:  I don't have



          19   anything, so thank you Mr. Vastag.  Mr. Olsen, do



          20   you have any else?



          21                  MR. OLSEN:  Nothing further at this



          22   time.  Thank you.



          23                  CHAIRMAN LEVAR:  Thank you.  I wonder



          24   if you could indulge one question I have, follow up



          25   for Rocky Mountain Power before we move to Ms.
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           1   Wright's testimony.  While I see that Mr. Campbell



           2   is still in the room, I don't know if this question



           3   is best for him or Mr. McDougal, but I would just



           4   like to ask Rocky Mountain Power if -- based on



           5   Mr. Martinez's clarifications, I think we heard in



           6   his testimony what your position is on the Gadsby



           7   curtailment with respect to certainty if there were



           8   certainty of the use of a proxy, but not certainty



           9   until a following EBA docket of -- which of the



          10   three proxies were going to be used.



          11                  MR. SOLANDER:  I think



          12   Mr. McDougal -- I don't know if you want to re-call



          13   him --



          14                  CHAIRMAN LEVAR:  He can just answer



          15   from the stand.



          16                  MR. MCDOUGAL:  I think we would be



          17   okay determining the proxy, but what I don't think



          18   we would be okay with is making it an issue that we



          19   have to re-litigate every EBA.  One of the things we



          20   would like is certainty to know that we're using a



          21   certain proxy and that not every time it's the



          22   lowest of the three and we're not picking and



          23   choosing.  We would prefer to have the certainty of



          24   a known proxy, and we would prefer for it to be



          25   determined in this proceeding.  If it's not, as long
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           1   as it is going to be one proxy and not change every



           2   time, we would be okay with it.



           3                  CHAIRMAN LEVAR:  Thank you.  That



           4   answers my question.  Any other follow-ups while



           5   we're doing this?



           6                  COMMISSIONER CLARK:  I appreciate,



           7   Chairman LeVar, that you've raised this, because I



           8   wanted to pursue the same general subject area.



           9   Could you explain why or what challenges would exist



          10   for the Company if the process was simply that when



          11   there's a curtailment that you then look to the



          12   lowest of, say, the three hubs that have been



          13   mentioned -- Mid-C, Four Corners, and Palo Verde --



          14   and use the lowest of those at that time?  Are there



          15   technical challenges there that I don't -- I'd like



          16   to understand if --



          17                  THE WITNESS:  No, there are not



          18   technical challenges to that.  Because we know the



          19   prices of all three, but in reality from a planning



          20   perspective and from an actual perspective, what



          21   we're saying is let's use a market price hub as the



          22   proxy.  If we assume that we're getting the



          23   replacement power from Mid-C or from Four Corners, I



          24   think we ought to be consistent because the system



          25   is going to operate the same.  It's going to pull
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           1   replacement from that same hub all the time.  It's



           2   not going to say, you know, let's always use the



           3   lowest; there's transmission constraints, there's



           4   other issues.  And that's why we believe Four



           5   Corners is the best because of its proximity to the



           6   load that we're using, its proximity to Gadsby.  And



           7   that's why I think we ought to use one hub.  We



           8   shouldn't change back and forth because in reality,



           9   we're not changing the way we serve the load.



          10                  COMMISSIONER CLARK:  That helps me



          11   understand.  So it's not just a matter of -- I mean,



          12   your decision as to where you go for the replacement



          13   power isn't going to be driven solely by the prices



          14   at the hub.  There's a number of factors that you'll



          15   be considering.  Is that what you're saying?



          16                  THE WITNESS:  That's correct, because



          17   we're continually trading at multiple hubs, not



          18   just, you know, at one hub.  And we do it because of



          19   constraints of where we can find the power.



          20                  COMMISSIONER CLARK:  Thank you.  That



          21   concludes my questions.



          22                  COMMMISSIONER WHITE:  One final



          23   follow-up on that concept.  Is there a reason that



          24   the Company couldn't utilize a blended proxy rate?



          25   In other words, if there's really no specific -- it
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           1   sounds like in the testimony, there was a choice



           2   between Palo Verde, Mid-C, and Four Corners.  And if



           3   you're looking for consistency, would that be more



           4   complicated or less complicated than just picking



           5   one of those three?



           6                  THE WITNESS:  I had not thought of



           7   that option, but there would not be a lot of



           8   additional complexity.  We would just have to throw



           9   the three prices into a spreadsheet and take a third



          10   of each of whatever the proposed methodology is.



          11   Like I said, we would like to have it determined



          12   ahead of time so that we don't have that fight in



          13   every EBA, saying, well, let's use this proxy this



          14   year and another proxy the next year.  I don't see



          15   there would be a lot of additional work putting all



          16   three and taking an average.



          17                  COMMMISSIONER WHITE:  That's all the



          18   questions I have.



          19                  CHAIRMAN LEVAR:  Thank you,



          20   Mr. McDougal.  Ms. Hayes?



          21                  MS. HAYES:  Thank you.  Utah Clean



          22   Energy will call Sarah Wright to the stand, and she



          23   needs to be sworn.



          24                      SARAH WRIGHT,



          25   having been first duly sworn to tell the truth, was
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           1            examined and testified as follows:



           2                       EXAMINATION



           3   BY MS. HAYES:



           4        Q.   Good morning.



           5        A.   Good morning.



           6        Q.   Will you please state your name, position,



           7   and business address for the record?



           8        A.   Certainly.  My name is Sarah Wright.  I'm



           9   the executive director and founder of Utah Clean



          10   Energy, which is located at 1014 2nd Avenue, Salt



          11   Lake City, Utah 84103.



          12        Q.   Is your mike on?



          13        A.   I think so.



          14        Q.   Did you file direct testimony in this



          15   docket on November 9th, 2016 marked as Utah Clean



          16   Energy Exhibit 1.0?



          17        A.   Yes.



          18        Q.   To the best of your knowledge, is



          19   everything in your testimony true and correct?



          20        A.   Yes.



          21                  MS. HAYES:  At this point, I would



          22   like to move the admission of this testimony.



          23                  CHAIRMAN LEVAR:  Thank you.  Please



          24   indicate to me if there's any objection to that



          25   motion.  And the motion is granted.
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           1   BY MS. HAYES:



           2        Q.   Thank you.  Will you please provide a



           3   summary of your direct testimony?



           4        A.   Yes.  Utah Clean Energy is generally



           5   supportive of Rocky Mountain Power's pilot project



           6   to utilize solar and storage to avoid distribution



           7   and transmission upgrades.  We believe that in



           8   addition to the deferral benefits, the project will



           9   help the Company and others to understand the



          10   potential of these technologies.  We support this



          11   study to further utilize "non-wires" alternatives



          12   and options in transmission and distribution system



          13   planning and maintenance.



          14             So while Utah Clean Energy is supportive



          15   of the project, we offer some recommendations for



          16   the Commission's consideration with regard to the



          17   solar component of the project.  First, because



          18   solar PV is an extremely cost effective resource,



          19   there is likely no need to utilize Blue Sky funds to



          20   pay for this project.  I have been involved in



          21   shaping and the early promotion of the Blue Sky



          22   Program since 2001.  And to date, the benefits from



          23   the program have flowed to Blue Sky customers or



          24   grant recipients that were deemed worthy of the Blue



          25   Sky grant project.  The Company's proposal to have
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           1   the benefits flow to all ratepayers is a significant



           2   deviation from the Blue Sky Program.  However,



           3   should the Commission authorize the use of Blue Sky



           4   funds, I recommend that a grant program similar to



           5   the workings of the Solar Subscriber Program be



           6   developed, the main differences being (1) that the



           7   program is funded by Blue Sky funding; (2) that



           8   customers receive a bill credit based upon solar



           9   energy rate as determined in the Solar Subscriber



          10   Program, and (3) that the benefits flow to



          11   recipients deemed worthy by the Blue Sky grant



          12   program, such as food banks, homeless shelters, et



          13   cetera.



          14             Specifically, I propose that the value of



          15   the energy credit established in the Solar



          16   Subscriber be utilized as an offset on grant



          17   recipients' bills.  And I understand this portion of



          18   my proposal was not very clear, so I'll trying to



          19   clarify that now before providing live surrebuttal.



          20             In my proposal, I gave the example of a



          21   200-kilowatt hour monthly block that could be



          22   awarded to community service organizations.  And



          23   rather than offsetting 200-kilowatt hours of usage



          24   directly, a set value for those 200-kilowatt hours,



          25   as established in the Solar Subscriber docket, would
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           1   be used to offset the energy portion of a customer's



           2   bills.  So in the Subscriber Solar docket, an energy



           3   value was used as a component of the Solar



           4   Generation Block Charge.  Also included in that



           5   charge was marketing and administrative costs.



           6   Given that my proposal is a grant program, it is not



           7   appropriate to include a credit for those marketing



           8   and administrative charges in the bill credit.  So



           9   my proposal is to compensate grant recipients with



          10   an energy value associated with the kilowatt hours



          11   generated by the granted capacity of the solar PV



          12   facility -- I know this is probably confusing -- as



          13   an offset to the energy portion of the grantee's



          14   rate as determined by the Solar Subscriber Program.



          15             And, finally, in my direct testimony, I



          16   made a statement about the importance of using this



          17   pilot project as an opportunity to learn about



          18   allocating costs associated with distributed or



          19   non-wires transmission alternatives across



          20   jurisdictional lines.  And that's been a common



          21   theme today.



          22        Q.   Does that conclude your summary of your



          23   direct testimony?



          24        A.   Yes.



          25        Q.   Did parties file rebuttals to your direct
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           1   testimony?



           2        A.   Yes.  The Division -- yes.  The Division



           3   and the Office did not oppose my proposal for a Blue



           4   Sky grant program and provided additional questions



           5   and recommendations.  The Company does not support



           6   my recommendations.



           7        Q.   Will you review the Division's response to



           8   your proposal?



           9        A.   Yes.  The Division's primary response with



          10   regard to the solar facility is that the market



          11   value of the energy output flow to Utah ratepayers



          12   via the EBA.  This recommendation would ensure that



          13   benefits flow to Utah ratepayers.  The Division



          14   highlighted some additional details that, if



          15   addressed in my proposal, could permit both the



          16   Division's and Utah Clean Energy's recommendations



          17   to be implemented.



          18             First, the Division proposes allocating



          19   Blue Sky grants based on capacity rather than



          20   energy, then using the actual energy output to



          21   allocate bill offsets proportionately to grant



          22   recipients.  In a way, customers cannot by credited



          23   for more energy than is actually produced by the



          24   facility.  This is similar to how the Solar



          25   Subscriber is structured for customers with interval
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           1   meters now where customers receive one kilowatt



           2   blocks, and their bills are offset by the actual



           3   energy generated by the solar facility.



           4             Second, the Division proposes that grants



           5   have a limited duration.  The Division notes that



           6   grant recipients under Utah Clean Energy's proposal



           7   are not leveraging their own funds, unlike other



           8   Blue Sky grant recipients, nor are they responsible



           9   for ongoing operations, maintenance, or capital



          10   expenses.  The Division proposes the length of the



          11   pilot period as the duration of the grant period.



          12             Finally, the Division makes some



          13   additional comparisons between the Subscriber Solar



          14   and Utah Clean Energy's Blue Sky grant program.



          15        Q.   Would you please respond as to Division's



          16   recommendations?



          17        A.   Well, firstly, I sincerely appreciate the



          18   Division's thoughtful recommendations on my



          19   proposal.  I'm not opposed to allocating grants



          20   based upon capacity and offsetting bills based on



          21   actual generation.  It is an appropriate way to



          22   protect ratepayers from the potential negative



          23   impact of granting more energy PV system produces.



          24   However, I am concerned that it would increase the



          25   administrative burden of the program, and I think
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           1   there's a simple way to decrease administrative



           2   burden while simultaneously avoiding oversubscribing



           3   the PV system.



           4             The grant program could withhold capacity



           5   from the system -- say 10 percent of the PV system



           6   capacity -- thereby providing a cushion to protect



           7   ratepayers in --



           8                  MR. SOLANDER:  Your Honor, I'm going



           9   to object.  This isn't rebutting.  This is direct



          10   testimony that wasn't filed as direct testimony.



          11   This isn't rebutting any assertion made by the



          12   Division.  It's just additional detail that could



          13   have been included in Ms. Wright's direct testimony.



          14                  CHAIRMAN LEVAR:  Well, let's see if



          15   Ms. Hayes wants to respond to the objection.



          16                  MS. HAYES:  Well, it's a fair



          17   objection.  It is a sincere response to -- I mean, a



          18   sincere attempt to respond to the Division's



          19   rebuttal testimony.  And I will leave it to the



          20   Commission to decide.



          21                  CHAIRMAN LEVAR:  Let me ask



          22   Mr. Jetter to weigh in on this.



          23                  MR. JETTER:  I don't think that the



          24   Division has a ton of passion on the nuance of this



          25   and, I guess, this is something that I think would
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           1   show up in the surrebuttal potentially, so I don't



           2   think I have any objection to Ms. Wright providing



           3   her proposal to the extent that it's, I guess,



           4   limited to a response to our critique or



           5   suggestions.  I know that's kind of a long-winded



           6   answer, but I suppose my real answer is we don't



           7   object to the question.



           8                  CHAIRMAN LEVAR:  Mr. Olsen or Ms.



           9   Gardner, do either of you have any input or any



          10   interest in this objection?



          11                  MS. GARDNER:  No, we have nothing to



          12   add.



          13                  CHAIRMAN LEVAR:  Mr. Olsen?



          14                  MR. OLSEN:  I believe that it seems



          15   to be a logical consequence of surrebuttal to



          16   provide alternatives, so we would not object to the



          17   continuation of that.



          18                  CHAIRMAN LEVAR:  I think the



          19   objection is well noted.  This does tend to seem



          20   like the type of thing that generally would be



          21   allowed in a written surrebuttal, the kind of thing



          22   we typically see, so we'll allow a little more



          23   leeway on this issue.  Ms. Wright?



          24        A.   Thank you.  So with this cushion, if the



          25   PV system -- but if the PV system generates energy
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           1   in excess of the granted energy, then the market



           2   value could flow through the EBA to all ratepayers,



           3   and this would ensure that benefits stay in Utah.



           4             And regarding the Division's



           5   recommendations to set a time limit on the grant,



           6   I'm also not opposed to this recommendation.



           7   However, given that the project will not come online



           8   until 2018, I recommend setting a duration longer



           9   than the STEP pilot period, perhaps five to ten



          10   years from the online date of the project, with a



          11   review of the grant program scheduled as part of the



          12   Blue Sky Program and in determination of whether the



          13   program should be continued, continued with



          14   modifications, or discontinued.



          15   BY MS. HAYES:



          16        Q.   Will you please describe the Office's



          17   response to your proposal?



          18        A.   Yes.  The Office sees merit in the concept



          19   of using the output of the Blue Sky funded project



          20   for the benefit of the Blue Sky Program instead of



          21   for the benefit of all ratepayers.  However, the



          22   Office is concerned with the complexity of the



          23   program and the potential administrative costs, as



          24   well as whether the compensation level is too high.



          25   As I indicated before, my initial proposal was not
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           1   clear, and the Office and Division responded as



           2   though I was proposing a kilowatt hour for kilowatt



           3   hour credit as compensation.  The Office proposed



           4   compensation at Schedule 37 avoided cost rates.  The



           5   Office also proposed that administrative costs be



           6   charged to the Blue Sky Program.



           7        Q.   What is your response to the Office's



           8   recommendations?



           9        A.   I support charging the administrative



          10   costs to the Blue Sky Program.  And perhaps the



          11   simplest and least costly way to administer this



          12   program would be an annual bill credit awarded at



          13   the beginning of the year based upon the projected



          14   energy output associated with the awarded capacity



          15   grant.  A credit based on the determined value of



          16   the energy could be applied to the grant recipient's



          17   bill and thus carried forward every month for which



          18   the value remains.  This greatly decreases the



          19   administrative burden.  And it may take up to



          20   multiple months to use this credit.



          21             And with regard to the matter of



          22   compensation, there are currently three options



          23   before the Commission:  Utah Clean Energy's proposal



          24   to use the energy value that was recently



          25   established in the Solar Subscriber docket; DPU's
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           1   proposal to use the market value of the solar



           2   output; or OCS's proposal to value using Schedule 37



           3   avoided costs.



           4             Given that the project does not come



           5   online until 2018, if the Commission finds merit in



           6   Utah Clean Energy's recommendation to create a Blue



           7   Sky grant program for the energy output of the solar



           8   facility, I believe there is time to evaluate these



           9   options.



          10        Q.   Will you describe the Company's response



          11   UCE's proposal?



          12        A.   Yes.  Steve McDougal, in his rebuttal



          13   testimony, raises two primary concerns.  First, Mr.



          14   McDougal argues that the energy generated by the



          15   solar facility is not excess generation that can be



          16   counted on for use in a grant program because it is



          17   needed to reduce loading on the distribution



          18   circuit.  Second, Mr. McDougal argues that the grant



          19   program will create an administrative burden.



          20        Q.   What is your response?



          21        A.   With regard to the administrative burden,



          22   I believe it is appropriate to charge the Blue Sky



          23   Program with the cost of administering this grant



          24   program.  The Blue Sky Program already has the



          25   infrastructure for managing the grant program, and
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           1   the Subscriber Solar Program already has the billing



           2   infrastructure.



           3             And regarding Mr. McDougal's other



           4   assertion that the PV system is not excess



           5   generation, I accept and applaud that the energy



           6   from the solar PV system will be used in conjunction



           7   with battery storage to provide system benefits to



           8   avoid transmission and distribution upgrades in the



           9   project area.  However, the fact that the energy



          10   from the PV system will work in conjunction with



          11   batteries to reduce line loading is not mutually



          12   exclusive to providing energy benefits to Utah



          13   ratepayers through the Blue Sky Program.  I'm not



          14   sure if I articulated that well -- is not mutually



          15   exclusive to the energy having value for use in the



          16   Blue Sky grant Program.



          17             If you consider a Subscriber Solar



          18   project, if it's built on an area of the system that



          19   provides benefits and reduces line loading, that



          20   isn't mutually exclusive to providing those energy



          21   benefits to the Subscriber Solar program.



          22             So they're very much two different issues,



          23   and my proposal is that the energy benefits funneled



          24   by Blue Sky customers be conveyed to deserving



          25   grantees, such as food banks, homeless shelters,
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           1   et cetera, to a grant program operated from the Blue



           2   Sky Program.  And that they're not -- because



           3   they're providing line benefits and system benefits



           4   doesn't mean that the energy benefits can't go to



           5   the Blue Sky grant program.



           6        Q.   What is your recommendation to the



           7   Commission based on your review of the party's



           8   positions?



           9        A.   I recommend that if Blue Sky funds are



          10   used for this project, that the Commission approve



          11   the creation of a Blue Sky grant program for the



          12   energy output associated with the solar facility.



          13   The grant should be awarded the same way other Blue



          14   Sky grants are awarded but with grant recipients



          15   receiving bill credits based on the value of the



          16   energy produced from their granted capacity



          17   allocation.



          18             Utah Clean Energy recommends that the



          19   energy value be based upon the energy value and the



          20   Commission-approved Solar Subscriber Program.



          21   Grants can be time limited but should not last less



          22   than five years from the online date of the solar



          23   facility, with a review prior to the expiration date



          24   of the grant within the Blue Sky docket to determine



          25   whether the current grant program should continue in
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           1   its current form, be modified, or end.



           2             Grants could be awarded based on capacity



           3   allocations, but bill credits should be allocated



           4   based on either actual generation or estimated



           5   generation.  If there is concern that using



           6   estimated generation may result in granting more



           7   energy than is produced by the system, the program



           8   could limit its grant allocation to a portion of



           9   system capacity, reserving a cushion to protect



          10   ratepayers in the event that the system does not



          11   produce as projected.



          12             Administrative costs should be charged to



          13   the Blue Sky Program, and I recommend that the



          14   Commission set up a technical conference or a Blue



          15   Sky work group meeting to receive comments on this



          16   program, elements and design, and compensation prior



          17   to the online date of the solar facility.



          18        Q.   Do you have any other recommendations for



          19   the Commission?



          20        A.   Yes.  I recommend that the Commission host



          21   a technical conference on distribution-sited,



          22   non-wires transmission alternatives and cost



          23   allocation issues.  Given that one of the main



          24   objectives of this pilot program -- that one of the



          25   main objectives of this pilot program is
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           1   educational, it would be a missed opportunity not to



           2   try to learn how to replicate projects without



           3   stumbling over this critical cost allocation issue.



           4        Q.   Does that conclude your summary,



           5   surrebuttal testimony and conclusions?



           6        A.   Yes.  Thank you very much.



           7                  MS. HAYES:  Ms. Wright is now



           8   available for questions.



           9                  CHAIRMAN LEVAR:  Thank you.



          10   Ms. Gardner, do you have any questions for



          11   Ms. Wright?



          12                  MS. GARDNER:  No.  Thank you.



          13                  CHAIRMAN LEVAR:  Mr. Olsen, do you?



          14                  MR. OLSEN:  No questions.  Thank you.



          15                  CHAIRMAN LEVAR:  Thank you.



          16   Mr. Jetter?



          17                  MR. JETTER:  I have no questions.



          18   Thank you.



          19                  CHAIRMAN LEVAR:  Mr. Solander?



          20                       EXAMINATION



          21   BY MR. SOLANDER:



          22        Q.   Yes, thank you.  Would you agree that your



          23   proposed grant program is essentially setting up an



          24   offsite or virtual net metering program?



          25        A.   I would disagree.  It's very similar to
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           1   your Solar Subscriber Program.



           2        Q.   But the energy generated in one area by



           3   this project would then by used to offset usage by



           4   other parties.



           5        A.   Just as it is in your Solar Subscriber



           6   Program.



           7        Q.   Who would determine who receives the



           8   benefits of your grant program?



           9        A.   The Blue Sky Program has a current grant



          10   program, and I'm not sure how you decide on the



          11   grant recipients, but a number of applications are



          12   received every year.  And the Company, I assume,



          13   unless you have a committee that works with you,



          14   determines the grant recipients.



          15        Q.   Do you have any idea who you would want to



          16   be eligible for this program?



          17        A.   It could be very similar to the grant



          18   recipients that you now give.  Community



          19   organizations, schools apply, churches apply, a



          20   number of different -- and as a company, you could



          21   set up a steering committee to decide.  You know, I



          22   think that food banks and, you know, homeless



          23   shelters would be an excellent idea.



          24        Q.   So more administrative costs?



          25        A.   No.  Just it's just a matter of
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           1   applying -- just as they do now, they apply for



           2   grants and the Company reviews those proposals, and



           3   they make a decision on who should receive those



           4   grants.



           5        Q.   Isn't this awfully similar to a



           6   repackaging of the USEP program?



           7        A.   No.  Do understand the grant program that



           8   you currently have for the Blue Sky grant program?



           9        Q.   Yes.  I participate in it.



          10        A.   No, the Blue Sky grant program.



          11        Q.   Yes.  I participate in the evaluation



          12   phase, so yes.



          13        A.   I don't see it as a repackaging.  I see



          14   that it is a grant program, but the companies are



          15   not putting the solar on site.  You are granting the



          16   energy just as you would through the Subscriber



          17   Solar.



          18        Q.   How is it then a public benefit to the



          19   Solar Energy Storage program if the benefits are



          20   repackaged to benefit a select group of customers?



          21        A.   The benefits of this -- the main benefits



          22   of this -- this is a small solar project; it's 650



          23   kilowatts.  The main benefits are in the



          24   transmission deferral.



          25        Q.   Are you aware of whether the Commission
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           1   has ever previously ordered the Company to implement



           2   a program that it didn't propose and didn't support



           3   and for which the costs are totally speculative?



           4        A.   I'm not aware.  I've been involved with



           5   the Blue Sky Program for a long time, and you have



           6   done grant programs for a long time.



           7                  MR. SOLANDER:  Thank you.



           8                  CHAIRMAN LEVAR:  Is that all you



           9   have, Mr. Solander?



          10                  MR. SOLANDER:  It is.  Thank you.



          11                  CHAIRMAN LEVAR:  Any redirect?



          12                  MS. HAYES:  No.  Thank you.



          13                  CHAIRMAN LEVAR:  Commissioner White,



          14   anything for Ms. Wright?



          15                  COMMISSIONER WHITE:  You may have



          16   described this but I may have missed it.



          17                  THE WITNESS:  It's confusing.  I'm



          18   sorry.



          19                  COMMISSIONER WHITE:  It was helpful.



          20   With respect to the output, were you saying you're



          21   talking, like, gross generation or talking, like, a



          22   net excess based upon what's the generation left



          23   after the use of the batteries or what's the --



          24                  THE WITNESS:  There are two different



          25   issues.  I would say gross, you would probably do
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           1   something for line losses, to remove line losses,



           2   but it would be the gross generation because this



           3   project is providing dual benefits.  Energy is a



           4   secondary benefit, whereas the primary benefit, as



           5   Mr. Marx explained, is to reduce the peak loading on



           6   the grid.  And so it's providing that benefit, but



           7   then there's also an added energy benefit.  So it's



           8   just a matter of because you sited that project in a



           9   location, it provides benefits.  Just like if you



          10   built a Solar Subscriber project in a location that



          11   provided grid benefits, those kilowatt hours would



          12   still be available for the Solar Subscriber Program.



          13                  COMMISSIONER WHITE:  One other



          14   question -- and I understand you probably don't have



          15   the calculations readily available, but, I mean,



          16   what are we talking about in terms of -- and I know



          17   there's three different concepts.  There's the



          18   Schedule 37 and some other compensation.  Is there



          19   any kind of rough estimate of what the total



          20   value -- based upon your gross generation -- of what



          21   that would be in terms of dollars?



          22                  THE WITNESS:  I could probably



          23   quickly do it.  I looked at the total in my direct



          24   testimony; I calculated the total output, I believe.



          25   Sophie, if you're looking at it and you can point me
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           1   to the right page --



           2                  MS. HAYES:  My screen just went to



           3   sleep.



           4                  THE WITNESS:  Okay.  So the PV watts



           5   calculator online -- I just did that simple, online



           6   calculation -- that showed the entire system would



           7   generate about 1,118,000-kilowatt hours a year.  And



           8   divide that annual output by 12, and let's see, let



           9   me -- sorry, I have to follow through my math



          10   again -- it would be approximately 466-200 kilowatt



          11   hour blocks.  And I didn't really -- so we would



          12   multiply that times whatever value that the



          13   Commission determines -- the value and the



          14   Subscriber Solar program I think are part of a



          15   confidential docket, so I probably shouldn't say



          16   that right now -- avoided costs, Schedule 37, I'm



          17   not sure where that lands right now, but you would



          18   multiply 466 -- if someone has a calculator they can



          19   do this -- times 200 times the different values.  So



          20   it's not a huge value, but it could provide really



          21   meaningful benefits to organizations in Utah.  And



          22   it would also align -- I think when people -- I



          23   mean, right now the Blue Sky Program is way



          24   overpriced, and when we filed our last comments, we



          25   said if the benefits still flow to the community,

�                                                                         117











           1   we're okay with it being overpriced.  But if the



           2   benefits are not going to flow to the community, I



           3   think we need to reduce the Blue Sky price to maybe



           4   $.50 per kilowatt or block.  But, sorry I don't have



           5   the math; I don't have a calculator.



           6                  COMMISSIONER WHITE:  I guess the



           7   final question is, putting aside, I guess, the



           8   philosophical benefits versus who should be



           9   entitled, is there anything in your opinion that is



          10   contrary to the Blue Sky Program as written by law,



          11   rule, et cetera, tariff, that would prohibit the use



          12   of the funds for this project?



          13        A.   For the project?  So there's nothing by



          14   law -- and I was involved in the changes that



          15   allowed them to do demonstration projects or do



          16   projects, but it was -- and I guess I failed in not



          17   saying that those benefits should flow to Blue Sky



          18   customers or grant programs, because the law



          19   definitely allows it.  It's just a big deviation



          20   from what Blue Sky customers have supported in the



          21   past.



          22                  COMMISSIONER WHITE:  Thank you.  I



          23   have no further questions.



          24                  CHAIRMAN LEVAR:  Commissioner Clark?



          25                  COMMISSIONER CLARK:  No questions.
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           1   Thank you.



           2                  CHAIRMAN LEVAR:  Thank you.  I don't



           3   have anything else either, so Ms. Hayes?



           4                  MS. HAYES:  No further questions.



           5                  CHAIRMAN LEVAR:  Thank you,



           6   Ms. Wright.



           7                  THE WITNESS:  Thank you.



           8                  CHAIRMAN LEVAR:  Ms. Gardner?



           9                  MS. GARDNER:  Before I call my



          10   witness, would anybody object to me moving so that



          11   my witness's back isn't to me during direct?



          12                  CHAIRMAN LEVAR:  No.  I think we've



          13   got two chairs right here.



          14                     KENNETH WILSON,



          15   having been first duly sworn to tell the truth, was



          16            examined and testified as follows:



          17                       EXAMINATION



          18   BY MS. GARDNER:



          19        Q.   Good morning.  Will you please state your



          20   name, position, and business address for the record.



          21        A.   My name is Kenneth Wilson.  I'm



          22   representing Western Resource Advocates.  I'm an



          23   engineering fellow, and my office address is 2260



          24   Baseline Road, Boulder, Colorado.



          25        Q.   Thank you.  And Mr. Wilson, did you file
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           1   direct testimony as well as your CV in this docket



           2   on November 9, 2016 marked as WRA Exhibit 1.0 and



           3   1.1 respectively?



           4        A.   Yes, I did.



           5        Q.   And to the best of your knowledge, is



           6   everything in your testimony and CV still true



           7   correct?



           8        A.   Yes, it is.



           9                  MS. GARDNER:  I'd like to move the



          10   admission of Mr. Wilson's testimony and CV into



          11   evidence at this time.



          12                  CHAIRMAN LEVAR:  Thank you.  If any



          13   party objects to the motion, please indicate to me.



          14   And I'm not seeing any, so the motion is granted.



          15   BY MS. GARDNER:



          16        Q.   Mr. Wilson, at this time, will you please



          17   summarize your direct testimony for the Commission?



          18        A.   Yes.  Thank you.  Commissioners, I'd like



          19   to focus on some technical issues in this case.  I



          20   find the proposal by Rocky Mountain Power to be very



          21   solid technically.  This is a typical non-wire



          22   solution to a voltage problem, and I have been



          23   testifying in Nevada, Colorado, Arizona on similar



          24   proposals by utilities there.  We find these to be



          25   very reasonable first steps for utilities to start
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           1   testing battery storage technology.  While that



           2   technology is still a little expensive today, we



           3   believe that within a few years it will be more



           4   economical than typical wired solutions.  And you've



           5   heard some testimony about non-wire solutions, but I



           6   will just add to my testimony on that non-wire



           7   solutions are being looked at in states all across



           8   the country.  This is not a new solution.  These



           9   technologies have been in use for five or six years.



          10             Each utility really needs to get some



          11   experience with this technology to see how it works,



          12   how do they manage, how do they operate a battery



          13   storage system by itself with solar, with other



          14   distributed generation, because each utility system



          15   is different.  And I think maybe one



          16   misperception -- non-wire solutions can solve



          17   problems that are strictly in the distribution grid;



          18   they don't have to be related to transmission.  You



          19   can avoid putting in a new transformer at a



          20   substation, you can avoid re-conductoring feeders,



          21   which are totally in the distribution side.  So I



          22   don't find it rings true to say that this would



          23   always involve an allocation issue because it would



          24   always be on the transmission side.  There are many



          25   examples across the country where these non-wires,
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           1   battery storage and solar solutions are being used



           2   at the substation and feeder level and have nothing



           3   to do with transmission.  So I wanted to clear that



           4   up a bit.



           5             We find this a very good use for STEP



           6   funds.  We think that this type of pilot project was



           7   contemplated and that the R&D purpose for this is



           8   quite sound.  As I mentioned, the Company needs to



           9   get experience.  It's like you have a new type of



          10   car; you need to drive it, you need to drive it on



          11   your roads in your neighborhood to see how it works,



          12   how does it work for you, and that's very important.



          13   And as I said, this will be an important choice that



          14   the Utility and the Commission needs to have in its



          15   portfolio of solutions for distribution problems,



          16   for transmission problems, for mixes of those



          17   problems.  And I would hate to see an allocation



          18   issue stop a good project like this.



          19             I have been involved in R&D for 40 years



          20   in a variety of technologies and have evaluated



          21   hundreds of projects, and I would say this is a very



          22   good example of what we should be promoting as



          23   choices for utilities.



          24             One other thing that I mention in my



          25   testimony that I think needs to be added to the
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           1   conversation are the additional benefits that a



           2   battery storage system can bring to the customers in



           3   Utah.  While the Company is proposing this project



           4   strictly to solve a voltage problem, as you heard in



           5   testimony earlier today, the battery will only be



           6   used a couple of months a year for that purpose.



           7   That leaves a large part of the year available to



           8   use this battery storage system to solve other



           9   problems and essentially to make money for the



          10   customers of Utah.  Two examples of that are energy



          11   shifting.  In a month like April when there's no



          12   voltage problem, they could use the battery to store



          13   up excess energy at night and then discharge it in



          14   the daytime when they would have had to add



          15   additional generation into the mix.  So that's a



          16   definite economic advantage.



          17             And the second advantage or example is



          18   frequency regulation.  The Company has to provide a



          19   steady frequency of 60 Hertz 24-hours a day, seven



          20   days a week to the second -- to the millisecond,



          21   really.  And a battery system has been shown to be



          22   very good at helping to balance the frequency on the



          23   system.  And what I'm saying is that once the



          24   Company learns how to use this system to solve the



          25   voltage problem, they can start using the same
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           1   battery to get economic benefits for the customers,



           2   and that will be very important for this project;



           3   but more so in the future, when batteries are much



           4   cheaper and will be in the running to replace



           5   (inaudible), to replace burning fuel wastefully,



           6   just to do this frequency balancing.  You can store



           7   the excess energy and ramp the battery up and down



           8   and balance the frequency.  So there are a lot of



           9   benefits to this project that I see, and it is



          10   typical of other projects that I'm supporting in



          11   other states.  Thank you very much.



          12        Q.   Thank you.  Does that conclude your



          13   summary of your direct testimony?



          14        A.   It does.



          15        Q.   And did any parties file rebuttal to your



          16   direct testimony?



          17        A.   They did not.



          18        Q.   Do you have any other recommendation that



          19   you'd like to share with the Commission today?



          20        A.   I think all of my recommendations are in



          21   my direct testimony.



          22        Q.   And finally, does that conclude your



          23   summary and conclusions?



          24        A.   Yes, it does.



          25                  MS. GARDNER:  Mr. Wilson is now
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           1   available for questions from the parties as well as



           2   from the Commission.



           3                  CHAIRMAN LEVAR:  Thank you.



           4   Ms. Hayes, any questions?



           5                  MS. HAYES:  No questions.  Thank you.



           6                  CHAIRMAN LEVAR:  Thank you.  Mr.



           7   Jetter?



           8                  MR. JETTER:  I have no questions.



           9                  CHAIRMAN LEVAR:  Mr. Olsen?



          10                  MR. OLSEN:  No questions.  Thank you.



          11                  CHAIRMAN LEVAR:  Mr. Solander?



          12                  MR. SOLANDER:  No questions.  Thank



          13   you.



          14                  CHAIRMAN LEVAR:  Commissioner White?



          15                  COMMISSIONER WHITE:  No questions.



          16                  CHAIRMAN LEVAR:  Thank you.



          17   Commissioner Clark?



          18                  COMMISSIONER CLARK:  I have a



          19   question or two.  If you're conversant enough with



          20   battery technology to take these on, I'd be grateful



          21   for your thoughts.  The additional uses of the



          22   battery capacity that you described, avoiding having



          23   to transmit certain amounts of energy to that area



          24   because it's been produced and stored and is



          25   available in the month and days when it's not doing
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           1   its primary -- fulfilling its primary purpose -- is



           2   that going to affect the longevity of the battery's



           3   life in any material way as far as you know?  In



           4   other words, if this battery were used ten months a



           5   year instead of two, have we reduced the life of the



           6   battery by 5 or not at all or 50 percent or --



           7                  THE WITNESS:  That's an excellent



           8   question, because this is an issue that utilities



           9   and commissions and the battery providers are



          10   looking at across the country, and electric vehicles



          11   is a good example of this.  It turns out that if you



          12   use battery storage, for instance, frequency



          13   regulation, what you're going to do is set it kind



          14   of in the half-filled, and sometimes you have to



          15   store energy because there's too much on the system,



          16   sometimes you discharge.  If you keep a battery



          17   around the 50 percent charged level, it lasts a lot



          18   longer than if you deeply discharge and then fully



          19   charge.  And I don't think that your question on



          20   cycles would concern me.  I'd almost say that it's



          21   better to use it than to let it sit, because, you



          22   know, you'll be letting it sit there fully charged



          23   in case you have a problem.  I'd really rather see



          24   it used in a sensible way, and I would not worry



          25   about the cycle issue.  I have not see where that
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           1   has significantly reduced the life.



           2                  COMMISSIONER CLARK:  Thank you.



           3                  CHAIRMAN LEVAR:  I don't have any



           4   further questions, so thank you, Mr. Wilson.



           5   Anything else, Ms. Gardner?



           6                  MS. GARDNER:  No.  Thank you.



           7                  CHAIRMAN LEVAR:  Any final matters



           8   from any party?



           9                  MR. SOLANDER:  Rocky Mountain Power



          10   would request that we call Douglas Marx as a



          11   rebuttal witness.  I have three questions for him



          12   just to clarify some issues that have been raised



          13   during this session today.



          14                  CHAIRMAN LEVAR:  We are at a point



          15   where I probably ought to give our court reporter a



          16   short break, so maybe a five-minute break and then



          17   come back and do that.



          18                  MR. SOLANDER:  That would be great.



          19   Thank you.



          20                  (A brief recess was taken.)



          21                  CHAIRMAN LEVAR:  Mr. Solander?



          22                  MR. SOLANDER:  Thank you.  We'd like



          23   to call Douglas Marx as our rebuttal witness.



          24                  CHAIRMAN LEVAR:  Okay.  And you're



          25   still under oath, Mr. Marx.
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           1                       EXAMINATION



           2   BY MR. SOLANDER:



           3        Q.   Mr. Marx, were you here during



           4   Mr. Vastag's testimony regarding the Company's



           5   process for evaluating whether to make transmission



           6   or distribution level decisions?



           7        A.   Yes, I was.



           8        Q.   And can you describe for the Commission's



           9   benefit the process that the Company uses to



          10   evaluate where to invest and what type of



          11   investments to make?



          12        A.   Yes.  I'll give kind of a high level



          13   overview, and I'll also answer a question that also



          14   came up with Commissioner Clark earlier, too.



          15             When we look at system issues, we look at



          16   it kind of holistic, and we look for the least cost



          17   economic decision to upgrade that.  So we will look



          18   at distribution, transmission investments from an



          19   economic standpoint.



          20             Two years ago, in 2014, we recognized that



          21   these nontraditional investments would be coming



          22   into their own in the near future, so inside our



          23   decision matrix for all of our planning, that's



          24   actually one of the first line items our engineers



          25   who are doing the planning are required to look at

�                                                                         128











           1   is will a nontraditional solution solve this.  So



           2   they look at battery storage, they look at issues



           3   like -- we have looked at electromechanical battery



           4   systems, which are basically giant gyroscopes that



           5   we can use for frequency regulation, so that's part



           6   of the decision matrix now in all states to look at.



           7   Because as the costs started to come down -- and as



           8   Mr. Wilson mentioned, they are coming down very fast



           9   in the battery world -- as the energy densities get



          10   greater, the costs are collapsing fast.  So when you



          11   look at the decision thing, unless there's a



          12   physical component to require a conductor to be



          13   changed out, i.e., it's completely overloaded, you



          14   may not do that if you can do something else to



          15   relieve that.



          16             So as we looked at this whole process, we



          17   have looked at this in several concepts.  We've



          18   looked at these in different states, different



          19   areas, but this is the first project that came real



          20   close to being a very economic decision.  And it's



          21   actually the first time it came down to be the



          22   lowest first cost for a solution on a system.  So



          23   again, we're talking here in this aspect about a



          24   radial transmission line that does no other purpose



          25   except to serve my distribution substation.
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           1             So when you start to say how do I solve



           2   this problem, we looked at many things.  And one of



           3   the alternatives in the testimony was basically



           4   increasing another substation in the area.  So we



           5   can put another substation in, we can expand the



           6   transmission line, we can increase the regulation on



           7   the distribution.  So I think when we start to look



           8   at a fully optimized system, we look at it



           9   holistically and not just say I've got a little



          10   problem.  Do I solve with it the transmission



          11   because I know my allocation levels are lower, or do



          12   I do it on distribution because it's a lower cost.



          13             I think you've got to do it on a full



          14   economic analysis over the life cycle of the



          15   projects, too.  And as I mentioned, the life cycles



          16   are tough because you're looking at some future



          17   projections.  And I know my estimates are pretty



          18   much wrong as soon as the ink dries on the paper, so



          19   that's kind of the problem you're looking at when



          20   you're trying to do this kind of planning stuff.



          21             What we believe is with these newer



          22   technologies, the battery technologies,



          23   electromechanical batteries, whether we use



          24   synchrophasors on transmission lines, all of these



          25   come into play when you're starting to do your
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           1   analysis.  And how quickly can you put them in and



           2   at what cost can you put them in, and is there a



           3   need to do it.  Does that answer that?



           4                  MR. SOLANDER:  I believe it does.



           5   Mr. Marx is available for additional questions from



           6   the Commission or the parties.



           7                  CHAIRMAN LEVAR:  Thank you.  Mr.



           8   Jetter?



           9                  MR. JETTER:  I don't have any



          10   additional questions.



          11                  CHAIRMAN LEVAR:  Mr. Olsen?



          12                  MR. OLSEN:  No additional questions.



          13   Thank you.



          14                  CHAIRMAN LEVAR:  Ms. Hayes?



          15                  MS. HAYES:  No questions.  Thank you.



          16                  CHAIRMAN LEVAR:  Ms. Gardner?



          17                  MS. GARDNER:  Also no questions.



          18                  CHAIRMAN LEVAR:  Commissioner White?



          19                  COMMISSIONER WHITE:  No questions.



          20   Thanks.



          21                  CHAIRMAN LEVAR:  Commissioner Clark?



          22                  COMMISSIONER CLARK:  No questions.



          23   Thank you.



          24                  CHAIRMAN LEVAR:  I don't have



          25   anything further either.  Thank you.  Anything
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           1   further from any party before we adjourn?  I'm not



           2   seeing any indication, so we're adjourned.  Thank



           3   you all.



           4                  (The hearing concluded at 11:55 a.m.)



           5



           6



           7



           8



           9



          10



          11



          12



          13



          14



          15



          16



          17



          18



          19



          20



          21



          22



          23



          24



          25

�                                                                         132











           1



           2                  REPORTER'S CERTIFICATE



           3        STATE OF UTAH    )



           4        COUNTY OF SUMMIT )



           5



           6                  I, Mary R. Honigman, a Registered



           7   Professional Reporter, hereby certify:



           8                  THAT the foregoing proceedings were



           9   taken before me at the time and place set forth in



          10   the caption hereof; that the witness was placed



          11   under oath to tell the truth, the whole truth, and



          12   nothing but the truth; that the proceedings were



          13   taken down by me in shorthand and thereafter my



          14   notes were transcribed through computer-aided



          15   transcription; and the foregoing transcript



          16   constitutes a full, true, and accurate record of



          17   such testimony adduced and oral proceedings had, and



          18   of the whole thereof.



          19                  I have subscribed my name on this



          20   12th day of December, 2016.



          21



          22                          ____________________________

                                             Mary R. Honigman

          23                       Registered Professional Reporter



          24



          25

�

