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ndary 23, 1995

B a.m.

PROCEEDINSG

CHAIRMAN MECHAM: Good ming. Let's go

on the record in Docket Number 98203, which is
captioned in the matter of the aggilon of
PacifiCorp for an order approvingatvoided cost
rates, and take appearances faetteed, please.

MS. NODA: Laurie Noda tbe Division of
Public Utilities.

MR. NIELSEN: John T. Nieh on behalf of
Chevron USA Products Company, irgror.

MR. HUNTER: Edward Huntespresenting
PacifiCorp.

CHAIRMAN MECHAM: Okay. éneva Steel
apparently filed a position statemdnoes anyone
know if Mr. Dodge intends to parpate today?

MR. HUNTER: | have notineé from Mr.

Dodge.
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CHAIRMAN MECHAM: Okay. Wo witnesses have
filed testimony. Shall we take Dteaver first?

MR. HUNTER: Yes.

CHAIRMAN MECHAM: s themything

preliminarily we need to take up?
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MR. NIELSEN: Only thaeti@ommission
should be advised that we intendogrto listen.

We don't anticipate any cross examm today.

CHAIRMAN MECHAM: Okay. hiank you.

MR. NIELSEN: Except ascimment on the

invitation of the Commission to diss the expanded

nature of the docket, which | unteemd will happen

later.

CHAIRMAN MECHAM: I'm surat will be of

interest. It won't be that mucletat'm

confident. Dr. Weaver.

RODGER WEAVER

called as a witness, having beest diuly sworn,

was examined and testified as fadlow

DIRECT EXAMINATION

BY MR. HUNTER:

Q Mr. Weaver, would you @eatate your

name and business address for tdoede

A My name is Rodger Weawiely business

address is 825 -- which directioit?s| knew |
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was going to do this -- Northeasttiiamah,

Portland, Oregon. Multnomah is M-tJ-N-O-M-A-H.
Q And by whom are you emply
A PacifiCorp.

Q And what's your positiothaPacifiCorp?
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A My position is regulatagministration
manager.
Q Have you caused to beilpcktlirect
testimony that consists of 22 pagfasarrative and
eight exhibits, numbered 1.1 throadsf?
A Yes.
Q Do you have any correaion additions
you'd like to make to that prefildidect testimony?
A No.
MR. HUNTER: Mr. Chairmame request that
Mr. Weaver's testimony, narrativ&itaony be marked
PacifiCorp Exhibit No. 1 and thas kihibits be
marked 1.1 through 1.8.
CHAIRMAN MECHAM: Okay.
Q (BY MR.HUNTER) Mr. Weayéave you also
filed supplemental testimony in threceeding?
A Yes, | have.
Q And does that supplemetgstimony
consist of five pages of narratined ane exhibit?

A Yes.
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Q Do you have any correctionadditions
you'd like to make to that suppletaktestimony?
A No, I don't.
MR. HUNTER: Mr. Chairmame request that

Mr. Weaver's supplemental testimoaynarked
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PacifiCorp Exhibit Number 1S andtttiee exhibit
attached to that exhibit be mark8dl1

Q Mr. Weaver, have you dlkm rebuttal
testimony in this proceeding?

A Yes, | have.

Q And does that consistioempages of
narrative and one exhibit?

A Yes.

MR. HUNTER: Mr. Chairmarm request that
Mr. Weaver's narrative testimonynaked PacifiCorp
Exhibit 1R and that the exhibit eltted thereto be
marked 1R.1

CHAIRMAN MECHAM: Okay.

MR. HUNTER: We move tlibrassion of
PacifiCorp Exhibits 1, 1.1 througB,11S, 1S.1, 1R
and 1R.1.

CHAIRMAN MECHAM: Are therany objections?

MR. NIELSEN: No objectmn

CHAIRMAN MECHAM: They'r&dmitted.

(Whereupon PacifiCorp Bits 1, 1.1 -
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1.8, 1S, 1S.1, 1R and 1R.1 were athfér
identification and received in evide.)

Q (BY MR. HUNTER) Mr. Weayé&ave you
reviewed the surrebuttal testimohile. Wilson in

this proceeding?
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A Yes, | have.

Q Based on that surrebuétsiimony, it
appears that the issues in thisggding are
relatively defined at this stage oW you please
identify what those issues are ahdtvthe Company's
position is on those issues?

A Yes, I will. First, theision has
requested that the Company fileriéf @mbodying
its avoided costs. We've agreeadbtthat. We've
recommended that the Division ardGompany and
other interested parties designifi ta
accomplishing that purpose upon detign of this
case, and the Division, | think,esg with that
proposal, and so we intend to pro@eng those
lines.

Second, the Division hesommended that
we investigate an alternative metihagly to that.
We've proposed in this case for aastng avoided
costs, that alternative would besldasn the

Company's integrated resource pianprocess, call
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RAMPP, and the model to be used d/belthe IPM
model.

We've agreed that we wiitlertake that
investigation. My testimony expkiwhy the Company

thinks that that's not necessahnigydppropriate
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model to use or approach to useweuagree with
the Division that we'll conduct tkiad of
investigation that's needed uponpletion of the
RAMPP-4 process and that, whenithebmpleted,
we'll make a filing evaluating timéthodology, and
| believe the Division agrees witlattapproach and
so that will be the way we will pesd on that
issue.

The third issue is whetter short-run
avoided cost should be based onmégawatt zero
running cost resource or a 10-metfaxeso running
cost resource. The Company propd8eslhat's the
method we use in all states exaapiontana at
this time. The Division preferstthal 0-megawatt
zero running cost resource be useddmputing
short-run avoided cost. As | sthe, state of
Montana now uses that.

| believe that the advagetaf the
50-megawatt zero running cost resoig that it

supports use of the resulting awbiciest for a
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variety of purposes, including a D&Rservation
cost effectiveness analysis, ndtrimgenue
calculation and so on.

The Division's purposd.thmegawatts is

to use that cost for just the resesithat are 10
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megawatts -- I'm sorry, 1 megawatess in size,
and the Division's position seembeédhat if we --
appears to me to be that if we aragyto have
other purposes that an avoided calsulation
should serve, then an additionatudation of
another avoided cost should be nfiaid#hose other
purposes.

We recommend that thera bae-size
avoided cost calculation. If then@oission agrees
with that, then | think we both agréhe Division
and we, that 50 megawatts shouldseel. If the
Commission decides that it wante@asate
calculation for just the one megawatl smaller
avoided cost and separate additiavalded cost
calculations for other purposesnitiee Commission
should probably, for this purposss the 10
megawatts. | think we agree on.that

Those, I think, are theuiss between the
Division and the Commission and th#tink, is the

current status of those issues.
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A

Cross.

Does that complete yostiteony?
Yes, it does.

MR. HUNTER: Mr. Weaveragailable for

CHAIRMAN MECHAM: Ms. No@a

10
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Mr. Dodge, did you wantake an
appearance?
MR. DODGE: |do, Mr. Chaian. |
apologize for being late. Gary Dedg behalf of
Geneva Steel.
(Discussion off the recfrd
CHAIRMAN MECHAM: Ms. Noda
CROSS EXAMINATION
BY MS. NODA:
Q Just one question. Ittioado with
whether or not you'd be able to ppipé 50-megawatt
number for all applications. Arauyable to bind
other departments or other usesinitite Company on
that 50 megawatt?
A Yes. Our standard practar all those
other applications is the 50 meg#syaind we would
just continue with that approach.

MS. NODA: That's all Msa

CHAIRMAN MECHAM: Mr. Dodg were you going

to engage in cross examinationiatdtage?
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MR. DODGE: No.

COMMISSIONER BYRNE: Dr.a&ver, when was

your original testimony filed?

THE WITNESS: April of '94 can't

remember the date.

11
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COMMISSIONER BYRNE: Whesas it prepared?
Was it based on RAMPP-3?

THE WITNESS: It was basgdRAMPP-3 with
updates that became known duringpéred that
RAMPP-3 was being carried out. Ehopdates are
clarified in the testimony itself.

COMMISSIONER BYRNE: Givarhat I'l
characterize as the conventionatlons in the
industry is that costs are coming/ador
alternative resources and what $yomee is the

position of the Company as stateGbgrge Galloway
last week that costs continue toeadiown, does the
Company not feel it necessary tasestheir
testimony ten months or so aftevas produced,
given the fact that there seemseta decline in
cost curve in the industry?

THE WITNESS: I'm glad yasked that
question. We, in fact, recognize aasts are
declining, and we considered whetbeevise the

testimony in this case or not.
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By way of background, [@kursday,
following the rules of the Oregonn@uission relating
to filing avoided costs within 30ydafter we get
an acknowledgement letter from tlwenthe most

recently completed RAMPP, which \RasMPP-3, we, in

12
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fact, did file updated avoided cpatsd those
updated avoided costs, using exaledysame method
as is proposed here, but updatung, dut to be, on
a present value basis, 25 percevedohan these.
Our expectation is thatwik submit a
new filing in the state of Utah reasbly soon after
completion of this case to updateew
circumstances rather than updatirigat is to say,
rather than refiling in this casecs we were so
near the time of hearing in thisecas
COMMISSIONER BYRNE: A pgrcent
reduction. Is this filing a redactifrom the rates
that were previously in effect?
THE WITNESS: That werevaously in
effect in Oregon, and by way of lrckind, also,
those are exactly the same rateseagroposed here

in this case.

COMMISSIONER BYRNE: Bletrates proposed

in this case are also a reductiomfthe rates that

were previously in place in Utah?
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THE WITNESS: Yes.

COMMISSIONER BYRNE: Isathalso a 25
percent figure or something likettha

THE WITNESS: It's subgialn | can't

remember exactly what it is. Wednam exhibit. |

13
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think it's Exhibit 1.8. Yes. Whidoes a
comparison against the currentlyraped Utah rates
and those that are being appliedrfdinis case,

and on a 20-year present value pasisinal
levelized, that reduction is fromM X cents per
kilowatt hour down to 3.52, so thamething on
the order of 25 percent, yes.

COMMISSIONER BYRNE: Anlere hasn't been
a flood of requests for one megawatéss avoided
cost treatment in Utah on the presip existing
rates?

THE WITNESS: No, not fame megawatt or
less. There's been a pretty subatamount of
interest for large projects.

COMMISSIONER BYRNE: SownE were to adopt
the Company's current proposal, @geagnizing that
the Company has already revisedetnosnbers in
Oregon downward, you don't thinkéheill be any
particular dramatic impact of dothgt?

THE WITNESS: | think tleewon't be really
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dramatic impact because of the ntagaiof the
response in the small QF categorg,as | said, we
anticipate filing again quite soorhere won't be a
lot of time elapse, either, in whaclood could

come out.

14
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COMMISSIONER BYRNE: InyoExhibit 1.7,
you're assuming there, | guessjce prhich, if |
had to guess, is probably high #®4.and then a
Six percent increase, escalatidaast for what,
ten or fifteen years?

THE WITNESS: 6.15 for @8ars and then
5.1 for the remaining ten.

COMMISSIONER BYRNE: Dogsur filing in
Oregon revise those figures downward

THE WITNESS: In fact, ygsdoes and,
in fact, that's one of the two m@aasons why the
newly filed Oregon avoided costssrenuch lower
than these.

COMMISSIONER BYRNE: Anchwdid the
Company choose to use a combinelé cgenbustion
turbine, rather than a cogeneratiafy such as
Hermiston?

THE WITNESS: The primaeason is we
needed a resource whose timing wé&ldee in charge

of, so to speak. A cogeneratiomflaf course,
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requires the existence and coopmerati a steam
host. We can't be sure that, adegrib our own
schedule, a steam host may show tipdime we'd
need one.

COMMISSIONER BYRNE: Aniden basically the

15
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Company had indicated that it difketl that was a
major problem, given that we're itagkhere, at
least, about one-megawatt resowrndghat that
Isn't going have a lot of impacttba Company's
overall costs.

THE WITNESS: Yes; thaight. And, in
addition, the combined cycle CThis tesource of
choice for cogeneration projectséhdays as well.

COMMISSIONER BYRNE: Atdliop of page
six of your testimony --

THE WITNESS: This is dite

COMMISSIONER BYRNE: Ye®/hich way does
that 1994 seasonal exchange gohdtrsure | can
tell from the bullet paragraph there

THE WITNESS: Oh. We bduym Water Power
summer capacity and they buy frorwurger
capacity.

COMMISSIONER BYRNE: Thessculations,
are they based on levelized treatrokeach part of

the cost that goes into the avoitest calculation?
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THE WITNESS: The actubd for avoided
costs escalate yearly, and thegtdavelized.
Our anticipation would be that, ggotiating with a
particular developer, we could depdkvelized

pricing based on these avoided costs

16
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COMMISSIONER BYRNE: Sovings the capacity
cost calculated, then, on a nonleedlbasis?

THE WITNESS: Let me fitite spot here.
Looking at, for example, Exhibit 1gages two and
three of three, they are levelizadying charges,
when [ finally get around to answgrthe question
in the form that you meant it. Tdapital costs are
based on levelized carrying chafgeshe capital
costs.

COMMISSIONER BYRNE: Okagaiven the
changes that are occurring in tideistry, perhaps
dramatic changes, does the Compagittiat it's
reasonable to sign contracts foelieed payments
when, in the future, the Company metybe around in
the same business and the ratepaarsot be
treated the same and presumablyanedized
contract the ratepayers end up gayiare early on
and with the idea that they'll berlater? Does
the Company feel that the contrd@s it would

have in place will be sufficientgmtect the
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ratepayer through whatever restrugguscenarios
result?

THE WITNESS: That's kioida broad
ranging question. By way of backgrd, what we're

talking about here is pricing for @ntracts, QFs

17
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being producers from which we haveudy. In the
event that we were to negotiatevalized payment
stream, front loaded payment stréam a given QF,
we would require security provisippsoject

security provisions in order to amsthat any
prepayments that -- early overpaysdrshould say,
compare to real current avoidedsostuld be --
we'd get protection from those & tteveloper were

to walk away later on.

COMMISSIONER BYRNE: Do Company have

some standard procedure developedrire other state

so we wouldn't have to go through$unnyside
nightmares for a less than one matjgwoject?
THE WITNESS: The mosbrigusly, if you
will, spelled out set of proceduaes those in
place in the state of Idaho reqgianset of
milestones and other provisions tleatelopers have
to go through in order to qualify @Fs, payments
under QF contracts.

In our standard QF neduigacontract,
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the sort of draft that we start negmns from, a
series of milestones were includeatd for the
purpose of ensuring that projectscanly paid if
they, in fact, come on and developrapriately

provisions for certification of opéility.

18
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Commercial operation date provisj@re required to
be met before front loaded capguityments would
be made. In other words, we'vetgahake sure that
the machines will work right.

And, in addition, anotloere of the ways
in which we protect against earlgigpayment
followed by subsequent nonperforneaisachrough
financial protection in the way ofn the form of
letters of credit for overpaymersdttivould protect
us against that overpayment.

But formal provisions,la&sid, the most
clearly spelled out ones are thogte state of

Idaho.

COMMISSIONER BYRNE: | ggethose are all

the questions | have, except thamag need Dr.
Weaver to also comment on the grehasn one
megawatt when we get to that.

CHAIRMAN MECHAM: Yeah,ehrly. Dr.
Weaver, let me make sure | undedstaitith respect

to the two conditions that Ms. Wiidor the
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Division recommends, the Compargoisig to maintain
the data necessary to compute tbeled cost under
the integrated planning model?

THE WITNESS: Yes.

CHAIRMAN MECHAM: And thelfm not sure

19
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that | either heard or perhaps ustded with
respect to the second conditionfan it's computed
whether the assumption is 50 megaveaterage of QF
power or 10. Is there some sodagrEement there
between the two now or not?

THE WITNESS: Basicalljggtagreement is a
functional one. If the Commissicetdies that, for
its own regulatory purposes, thatdakioided costs
established here are to be limitelg t pricing
for QFs less than a megawatt, therlD-megawatt
number is appropriate.

If the Commission, on diker hand,
believes that the avoided costs hexdor other
purposes, particular to DSR issureks® on, then it
should be the 50.

CHAIRMAN MECHAM: Okay. wy redirect, Mr.
Hunter?

REDIRECT EXAMINATION

BY MR. HUNTER:

Q Just on that last poiki.. Weaver, is it
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accurate to say that the crux ofdispute is

whether or not the Company has andad cost which
can then be modified -- startingwhtat basic
avoided cost, modified by addingngsi like

off-system sales credits to malapjlicable to

20
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other purposes?

A Yes. |think that's thesse, and, in
fact, the question is whether weehaveiling
avoided cost reflecting resources #re fully
integrated into the system or whethe have a
variety of ceiling avoided costsiarthis case,
different size resources, but agaflecting
resources that are fully integrated the system.

Q And the distinction -- dmer distinction,
or the calculation distinction isitlhhe Division
has assumed that there will be 1gawatts of
qualifying facilities under a megdtand they've
used that number in their calcutatend the
Company has made an assumption lmasadhat's a
reasonable assumption for all Qégardless of
size, that will come on the systamy the same
period of time?

A That's basically true,.yes

MR. HUNTER: Thank youhaf's all |

have.
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COMMISSIONER BYRNE: Leenust -- to
clarify on the issue of further stuoh the IPM
model and RAMPP-4, | think there \adstter from
Mr. Powell about a revised schedullenow it was

getting shortened and then it wasrge

21
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lengthened. Mr. Powell is here.n@au tell us
what the latest schedule is, or wkoelse is
participating in the RAG group?
MR. POWELL: The targetaléor completion
of RAMPP-4 is October, '95 with pbss extension as
late as December, '95 as an absbhakdate.
COMMISSIONER BYRNE: And the idea would
be that, during that period anchiea RAMPP and RAG
process, the Utah parties would kds& at the IPM
model type calculation for avoidedts versus the
Company's proposed method?
MR. POWELL: More immedibt superceding
or following that process.
THE WITNESS: Yes. | lesle what's the
case is the RAMPP process is alregaite fully
loaded. Our intent is that, after RAMPP-4
process is completed, then we'd dakie the
investigation of computing avoidedts using IPM.
COMMISSIONER BYRNE: Seth's no need for

an interactive approach on this ke what the
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RAMPP-4 produces and then look asdrow that would
work for --
THE WITNESS: That's ootent, yes.
COMMISSIONER BYRNE: Okapnd then,

finally, the Land and Water Fund hadrvened. Has

22
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anyone heard from them, specificatiythis issue of
50 megawatts versus 10 and whethlemtp in the
DSR? It seems like that was thaemgypal issue,
is the use of the avoided cost datmn for
comparing DSM projects. Has anyloeard from them
or does anyone know about their eomg?
(No response.)
CHAIRMAN MECHAM: Thank yo Any redirect
beyond that?
MR. HUNTER: No redirect.
CHAIRMAN MECHAM: Thank yo Dr. Weaver.
Ms. Wilson.
REBECCA L. WILSON
called as a witness, having beest diuly sworn,
was examined and testified as fatlow
DIRECT EXAMINATION
BY MS. NODA:
Q Would you please stateryame for the
record.

A Rebecca Wilson.
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Q And by whom are you emphbyand in what
capacity?

A I'm with the Utah Divisia@i Public
Utilities and I'm employed as aitytieconomist.

Q And did you cause to bedfidirect

23
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testimony in this case on Novembliby 2994,
testimony consisting of 22 page$aitached
exhibits? | should probably haveérked 1.1 and
1.2.

A Yes.

Q And do you have any chargemake to this
testimony?

A No.

MS. NODA: We would aslatlit be marked
as DPU 1 with attached Exhibitsdndl 1.2, and we
would move for its admission.

CHAIRMAN MECHAM: Objectis? They are
admitted.

(Whereupon DPU Exhibitd 1, and 1.2 were
marked for identification and re@hinto
evidence.)

Q (BY MS. NODA) And did yalso cause to
be filed surrebuttal testimony onuky 9th, 19957
A Yes, I did.

Q And this consists of eighges of
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testimony, no exhibits. Do you hawg corrections

to this exhibit?

A No.

MS. NODA: And we probaklyould have this

marked as DPU 1SR.

24
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CHAIRMAN MECHAM: Any ob@ions? Oh. You
hadn't moved for its admission. donry. Are
there objections to its admissid#@aring none,
it's admitted.
(Whereupon DPU Exhibit 1&Rs marked for
identification and received in evide.)
Q (BY MS. NODA) Do you haary comments to
make to Dr. Weaver's statement?
A No. Ithink he accurateharacterized
our agreement in terms of some ksyas. One thing
| think I'd like to add is it's myderstanding -- |
was not at the prehearing confergmgeit's my
understanding that the Commissianagk that we
focus our attentions on the appliidsof the
standard rates for the use of Q&sale less than
one megawatt, rather than for otbsres such as
DSR, and so | did take that perspeathen |
reviewed the Company's proposedrate
Q Does that conclude yostiteony?

A Yes, it does.
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MS. NODA: Miss Wilsonasailable for

Cross examination.

I

I

CHAIRMAN MECHAM: Mr. Huet?

25
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CROSS EXAMINATION
BY MR. HUNTER:

Q You probably have alreatyde it clear, so
I'll just go over it very brieflyThe Division's
perspective is that the modelingedosing the IPM
model is for analysis purposes on¥@u haven't
made a decision about whether thetodel is the
appropriate way to calculate avoidests?

A That is correct. We'ddito reserve our
recommendation that this methodolbgy the Company
has proposed, the proxy methodobmggidopted until
we have a chance to look at theltesticomputing
avoided costs through the IPM maliedugh that
approach.

Q And from your perspectiweuld it be
possible to develop an avoided to#tis
proceeding which then could be at #ingle avoided
cost then could be adapted for thergourposes
you've discussed in your testimony?

A |think that's probabletbase. | think
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I'd like to wait until we see thesués.
MR. HUNTER: Okay. Thaytu.
COMMISSIONER BYRNE: Ms.idbn, on page 13
of your testimony, you talk aboug tmalysis that

the Division is carrying forward tre realized
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marginal cost method for estimatngided energy
costs. Is there a schedule for dnatysis to be
completed?

THE WITNESS: Yes. Waedréttle behind
schedule. We had hoped to get ymemorandum this
month. Originally we had hoped & gou some
feedback by November, but due toesdelays the
Company had in being able to preparae additional
analysis we've requested, we samtaymemo saying
we'd be late and we'd be gettingspaonse in by
January.

We just got a copy of thaalysis that
the Company performed about threek&@go or so, so
we're about ready to conclude thegstigation, and
| expect we'll get a report to yauFebruary.

COMMISSIONER BYRNE: Dide Division have
any contacts from the purchaseth®fSunnyside
project about this analysis?

THE WITNESS: That's whag still have yet

to do, is to discuss -- | talkedha®trian Burnett
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and he was pretty concerned abouesaf the results
of the analysis and so we're goinlgave some
discussions.

COMMISSIONER BYRNE: Wathy question was:

Did the purchasers of the Sunnyprdgect contact
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the Division about this study?
THE WITNESS: Oh. No.
COMMISSIONER BYRNE: Dok Division
support the adoption of the Commanymbers as
filed in this case, even given thettthat they've
already filed revised numbers in goire?
THE WITNESS: | think wesdpport the
numbers that are presented inhinktit's Exhibit
1R.1. I don't think we're that cerreed for the
narrow scope, for the less thanroagawatt users of
this tariff, that there will be aostantial
problem.
COMMISSIONER BYRNE: Okay.
CHAIRMAN MECHAM: Any reckct, Ms. Noda?
MS. NODA: None.
CHAIRMAN MECHAM: Thank yo Ms. Wilson.
Let's go off the record just a momen
(Discussion off the recprd
CHAIRMAN MECHAM: Okay. dt's go back on

the record.
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We have had statemenrgsl filith the
Commission from Chevron, from Gen8teel and from
the Division on treatment above oregawatt.

COMMISSIONER BYRNE: Anditional

statement from the Company as well.
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CHAIRMAN MECHAM: Yeah, #his true.
Let's go off the record.

(Discussion off the recfrd

(Whereupon PacifiCorp Bbih2, Geneva
Exhibit 1, Chevron Exhibits 1 anchd DPU Exhibit
2 were marked for identification.)

CHAIRMAN MECHAM: Let's goack on the
record. While off the record, werkesl comments of
the parties concerning treatmentvatlmme megawatt.
The Company's comment was markedi@arp 2.
Geneva submitted a comment as walthwve marked
Geneva 1. Chevron submitted a comtywehich we
marked Chevron 1, and a clarifiaatihich we marked
Chevron 2.

Is there any objectiorthie admission of
these exhibits?
MS. NODA: Did you inclutiee Division?

CHAIRMAN MECHAM: | perhaplid not. The
Division's comment we marked DPUch we would

also be admitting with this admissidiearing none,
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we will admit those comments, P&wfip 2, DPU 2,
Geneva 1, Chevron 1 and Chevron 2.

(Whereupon PacifiCorp Brh2, Geneva
Exhibit 1, Chevron Exhibits 1 andri DPU Exhibit 2

were received in evidence.)
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CHAIRMAN MECHAM: Mr. Nigken, have you
given consideration as to how ydilkel to proceed?

MR. NIELSEN: | havente would
certainly proceed at the pleasurgnefCommission.
| have with me Mr. Rick Andersoniafergy
Strategies, Incorporated, who ispghecipal author
of our comments.

| don't know whether then@mission would
choose to do this formally by havimg take the
stand or whether we could just syntalve him make
his comments from his seat herethed respond to
any questions any party has. Tlaatlévcertainly be
preferable to us and acceptablesio u

| could make some brig¢faductory
comments and then let Mr. Anderdesifthose out
for the benefit of everyone concdrnkthat's what
the Commission would desire.

CHAIRMAN MECHAM: Okay.f you want to
make a brief statement, that woddie. | think

what I'll do, though, is have Mr.d&rson stand and
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I'll swear him in, but you can stagre. | know
that there are questions for yomd Aave'd have you
do a brief introduction.

And, Mr. Dodge, you migtdint to just give

a succinct statement on where Gerseas well, and
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we'll have the other parties dowise, so, Mr.
Anderson, why don't you stand andl wake care of
that.

(Whereupon Mr. Rick Andmrsvas sworn.)

MR. NIELSEN: Thank youyMhairman.
John Nielsen on behalf of Chevrvee did not file
any formal comments or prefileditasny with
respect to the initial docket. Theestions
propounded by Commissioner Byrn®toWeaver, |
think, properly set the stage for cancerns; that
is, it is the Company's view thavided cost
calculations with respect to QF$est than one
megawatt are essentially irrelevargnything that
our company would be interestecdid certainly the
comments that the demand for less tne megawatt
energy from those QFs is reallyvesy common and
that the Company would really seedrgy from
sources greater than that.

It's at that point thate®fon's concerns

become relevant to this considenatmd that is,
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we believe that the Commission stidwalve some way,
and we have suggested one that Mdefson will talk
about in a moment, of having somersight or some
ability to determine if, in factetlacquisitions

being made by the Company from QFatleer alternate
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energy sources are, in fact, thstleast resource
available to the Company.

We think that the proctsst we've just
seen, the docket which deals wisis khan a
megawatt, is certainly transparemugh that
everyone, including potential deypels, have a
fairly good notion as to how thossts are
calculated, and that same processewer, we
believe is not available for thegkrtypes of
projects, so with that brief intration, I'd like
Mr. Anderson to flesh out the compsar when | say
company's, Chevron's view -- andtvitha we have
proposed and why we think that psgaaay make sense
to the Commission.

MR. ANDERSON: | think oposition is that
there seems to be a gap in theweprecess between
the smaller projects, the thousaMd &F, and what is
really the major acquisitions thet Company,
PacifiCorp, undertakes. There wge@l number of

us in this room in attendance Wedag$n San
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Francisco at a meeting in which @edgalloway,
PacifiCorp counsel, spoke, and hdarthe note that
PacifiCorp is now the largest whaleautility --
largest utility in the wholesale ketrin the nation

with revenues annually over $60Qianil
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Most of that is coming fmi@m QFs. Most
of that is coming from an acquisitgtrategy that
centers around the acquisition afda projects.
That acquisition strategy of thaagér projects
for wholesale purposes, on the offaed, is
dismissed in the RAMPP processsingle sentence
that says it can't be modeled bexafithe
uncertainties of markets in the fatu

There seems to be somethiissing.
You've got a utility that is verytiae in
competitive markets. You don't hay&ocess where
those acquisitions seem to be filitgussed and
evaluated with regard to whethey there effective
as least costs, and so with thatiimd, Chevron's
concern is that we move -- we'vethjetparties
really who are of interest at thaean this
particular docket -- that we use thpportunity to
move forth a discussion on how -atkind of
process could be put in place wikiggeCommission

and all interested parties wouldenswme assurances
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that those acquisitions are, in,feast cost and

are cost effective in terms of atepayers.
Chevron suggested in thgitements, both

the original and the clarifying, tipgrhaps the

best way to move that forward andhaps the best
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method to do that would be to adphe form of
competitive bidding process, andhsa is a
suggestion that we would put outlentable for
discussion.

One thing that | do wamttarify, and
this is really the purpose of tharifying comments
themselves, is it was never theninté Chevron to
suggest that we should move baekstandard
avoided cost for large projects faet, just the
opposite. The purpose should badwe the
competitive process forward, notely on some
generic formula, and so it is net @hevron's
position is not one of a reluctatcase
competitive forces or backing awayt the market.
In fact, it would like to see thenket used more

effectively in evaluating those neses.

COMMISSIONER BYRNE: Thesmamne issues have

been raised in the RAG group, thgi&teal Advisory
Group, for the RAMPP process, antvevbad some

earlier discussions of this issuthancontext, |
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guess, of the RAMPP docket, andXivision has
indicated that it is concerned alibatanalysis of
these large projects, and this gdidbe way from
Choya to Colorado Ute to Hermistmd is proceeding

with some kind of analysis, so yan ask Mr. Powell
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to comment about that.
| believe that Chevron pasticipated in
the past in those discussions inestorm or
another. Is that the case? Inrd¢lgeonal process?
THE WITNESS: We are papating now in
the RAMPP-4 process, the monthlytmgs. We
commented on the RAMPP-3 documé&vié did not
participate -- | think one or two @tiegs up in the
Portland area, the Portland meettmgRAMPP-3, but
today we consider ourselves atab&eton RAMPP-4.
COMMISSIONER BYRNE: Indition, the
Commission has had informal meetihgsnk, with
Chevron and Geneva, and perhapssotimethis very
issue of resource acquisition, dredfact that
we're in a changing industry andhaee to figure a
way to deal with that, at times @@mmission has
felt that the parties who were iasted in building
new resources, third parties, fedt PacifiCorp
had an unfair advantage due todbethat it had

all of the information about its®m. The other
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parties didn't have that.

On the other hand, the @ussion has felt
that it's not in the best interdshe ratepayer
to have the Company negotiate intfod the

Commission or have to lay all ofaésds out on the
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table in a regulatory process whsmreally
dealing with a competitive one, sbihk the issues
that you have raised probably gaobeythis avoided
cost docket and, as you know, wkea@ some informal
meetings on the issue of changdisarelectric
power industry and I'm actually sote at this
point whether all the parties hagerbnoticed of
the meeting at one o'clock this &yidith Dr.
Malko. Judith Johnson with the Bign set this
meeting up, but it is looking at kweds of
restructuring and future of the glegpower
industry issues that we're talkibgwt, and that
meeting is in Room 205 at one olcliis Friday.

In addition, both mysatidaDr. Anderson
have mentioned that George Gallosymke last week
in San Francisco about PacifiCorjgss of the
changing industry, and we have atmgacheduled on
the 1st of February at two o'clodteve Dennis
Steinberg is going to come andebpme, talk about

many of the same things that Gallpmantioned last
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week.

Would the parties feelttitia sufficient
to go forward with an informal preseat least for
a little while, and see how thateleps, or are you

asking for something more formahat point?
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CHAIRMAN MECHAM: The Dision propounded
an informal process.

MR. NIELSEN: We don'trtkithe informal
process would be inappropriate st ploint. |
think there are sufficient issuest theed to be on
the table and perhaps we can comectinsensus as
to what they are through that precesit at some
point, at least it would be my ialtthinking that
it ought to be formalized beyondt iperhaps in the
nature of an additional new doct@tiscuss them
in a formal process.

COMMISSIONER BYRNE: Leenust ask, also,
then -- we have -- in the past, tmaybe three
years ago, the Washington Utiliaesl
Transportation Commission requiradiffCorp to
issue an RFP for both demand anglgside
resources for 50 megawatts. At tinag, the
Commission issued an order basith#y said, "me,
too," that we wanted to participat¢he state of

Utah, both in the supply and the dedrside resource
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acquisition in that docket.

The Washington UTC hasessanother -- or
required PacifiCorp to issue anofREP which |
think has just gone out recentlye ave talked

informally in the past about whether ought to deal
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specifically with that. | think tfteewas a general
feeling that we didn't have to papate in their
process, but we could go forwarcepehdently and
deal with an RFP.

| would presume, from #tandpoint of
Chevron and Geneva, that that kina process where
we're talking about a competitive far a limited
resource like 50 megawatts is probabt -- doesn't
meet all the concerns that you havaind, but |
guess -- let me ask if that's somgtthat we ought
to go forward with on a formal basssto whether to
deal in an expeditious basis on H@amegawatt type
bid or are you asking for somethmgye than that?

MR. WEAVER: | don't thinke knew who you
were asking that question to.

COMMISSIONER BYRNE: I'slkang Chevron
and --

CHAIRMAN MECHAM: He didayg "parties"” but

he kept looking over here to thétig

COMMISSIONER BYRNE: Chewrand Geneva.
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MR. ANDERSON: Well, | ttki you have to be
careful here if you go to the Waghim Commissions.
The quest is not to force a bid wadnd is really
not timely. We don't want the CompaPacifiCorp,

to have to be forced to go intortieeket and
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acquire resources under a competiid process
when it's not timely to do so, angl rave --
actually, we have some concerns tihati coming out
of the utility, the Washington utli

On the other side, wheis timely for
the Commission to -- | mean, wheis timely for
the Company to go forth and acqresources, that
Is when we would like to see sonmaltome about
that is more than what we have noverms of
acquisition strategy.

COMMISSIONER BYRNE: Buwbuld presume
from your filings that a processtthad a
50-megawatt competitive bid everg tears is not
exactly what Chevron is looking for.

THE WITNESS: That wouleifg correct.

COMMISSIONER BYRNE: Mrodge, did you
want to --

MR. DODGE: Our reactionwd be
essentially the same. The 50-metdwa process

provides some interesting informatiout otherwise,
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in our view, doesn't do a whole IBtankly, we
concur and follow Chevron's commeintisost
completely, except maybe at the tahi@y turn to
the RFP process, and our view isttied, in the

context of PURPA and large indepahgewer
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projects, or QFs or whatever, igtke Ibit
unwieldy and difficult to use becaumsatching the
size of a QF to the companies dtgheen time
perceive needs in an RFP processnsdifficult.
We do believe that thdrewdd be an open
process that encourages active reggot between
the Company and the QF or indepetnpewer producer
but that also involves a componédmtisclosure and
involvement by the Commission, sygia, we follow
their comments up to the point wheseiggests the
RFP and at that point we part corgpan
COMMISSIONER BYRNE: Anldetrein lies the
problem, Mr. Dodge, when you encgaractive
negotiation and then this processisflosure
somehow through a public procesh thie Commission,
and, you know, | think we probablyuid all agree
that therein lies the crux of thguis and the
difficulty, because | see everyondding their head
yes, that we all recognize this pg@blem, and we

also recognize that Congress isifgpht at least
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revising PURPA, removing the requieat to purchase
QF power.

We also know that theaiton in the
industry in the West is changingyast. One of

the issues that both Chevron ance@Gemised in
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informal processes prior to thithisir lack of
ability to understand the Compaitrgasmission
system and the limits of that systbat would cause
the Company to offer a cogeneragianect in Oregon
at a considerably higher figure tkizey were
willing to offer a Utah project.
The Company has indicdbed it's going

to file comparable service tarifféhin the next
couple of months and post the aladitg of its
transmission system on an electrbuaitetin board.

| don't know whether that, in andtsélf, is going

to be sufficient to level the playifreld in
negotiations, but at this pointaésis to me that
we have to continue to addressi$sise informally
for a little while further before \aee ready to get

into some kind of a formal process.

CHAIRMAN MECHAM: Well, tes hear from the

Division and PacifiCorp.
MS. WILSON: I just hagauple of

comments. One is on the Washingtogess. |
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believe -- it's my understanding tleaen though
this Commission hasn't taken anypaatn that RFP,
that any QF or any developer indygem can still
make a bid.

COMMISSIONER BYRNE: | tH that's just on
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the supply side, isn't it?

MS. WILSON: Right. ExfgctAnd the
second point is Washington state hls an inquiry
open right now for comments on théiiding
process. It's on a number of issae® with
restructuring of the electric indysand one of
the items on their list is commenrtstheir
competitive bidding process, and thay be a
starting point for an informal presenere in Utah.
Perhaps we should talk about comswetmight want
to make, since their rules do dtheentire
competitive bidding process.

Even the Oregon has agsscalso. |
don't believe theirs is driving's he scheduling
requirements of -- the timing anbdestuling
requirements of the Washington psedbat are
driving it right now and they're ey small piece
of the puzzle. Is that right?

CHAIRMAN MECHAM: Dr. Weav?

MR. WEAVER: Yes, thatsd. Three
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states have either rules or guigslithat affect

our RFP process, those being Mont@nagon and
Washington. Montana has statedi@iplthat their
guidelines are guidelines and tiratesPacific is a

real small player in their statet tiney weren't
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interested in us being rigidly reedito follow
those.

Oregon's rules are rules they're clear,
but they're rules that we shouldbfiwlwhen we do an
RFP, but there are no rules abownthat should
happen. You just have to do it adew to the
rules if we do it.

Washington's rules finally have a time
attachment, particularly, they fallo Six months
after completion of a RAMPP repsertbmission of a
final RAMPP report, we have to haneRFP out, and
that's the timing that drives therent one out
under the Washington rules.

Those rules do call fayatem-wide RFP
on the supply side and that's the khat we have
out right now. Geneva and ChevKemnecott, other
Utah -- large Utah customers hawenh@ovided with
copies of the RFP. They're opepatdicipate and
bid into it if they wish.

The RFP explicitly statieat it's a
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50-megawatt RFP, but there's nagalibn to buy up
to 50 or any. There's also no ktndin on the
amount that we could buy if a biggegject came in
and were cost effective.

| believe that the Comnurs --
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characterized as Commissioner Byide- "me, too,"
vote on the '91 RFP, we viewed thd@he Company as
sort of continuing. As long as vl do something
drastically different between twoHR®E-we sort of
are thinking that we are complyinghwithe Utah
Commission's wishes as well whercamply with the
Washington wishes.

| should point out theseone important
difference between this RFP undesNifegton rules
and the old one. They made a chaipat specific
difference is that prices of progeate now
negotiable. They weren't before gre Company was
sort of the lead driver in gettihg Commission
to -- the Washington Commission takethat change,
and that came about as a resultiofezognition
that the informal, nonsolicitatioased market for
new generation resources has matig@dreliable
source of low cost generation akéwues, and
negotiation with non-RFP resouragquts always

involves prices.
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If a project looks pregiyod but we can
make changes that change the codttha prices can
change, either up or down, thagswhy
negotiations are carried out betwberutility and

non-RFP based approaches to usbalieve that's
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the appropriate way for negotiatiomgo forward,
and | guess our view is that thergith of the
independent power supply industs/rebustness,
leads us to believe that a formaPRI¥Focess,
especially one that has timing reguients saying we
have to go out -- and | appreciateAhderson's
statements on this point -- thathaee to go out
for bids whether or not we havesotgce need,
maybe that's something that wasulgethe past
and probably played a significar¢ iia the
development of the independent ntalké maybe
isn't as necessary from the pointi@eiv of
providing utilities with the lowesbst resources to
provide power to their customersifras it was in
the past.

COMMISSIONER BYRNE: Appgrate those
comments. If this Commission maddunther action
on the issue of competitive biddimgresources,

would the Company accept, undestiedule it has

going forward under the WashingtarQUtequirements,
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would it accept demand side resobids from the
state of Utah?

MR. WEAVER: | hesitateanswer because
I'm not sure what the practice wdugd | can say,

| don't think without any fear ofilbg wrong, that a
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bid into the RFP from the state ¢dltyon the demand
side would be treated openly andyfaivhether or
not it was carried inside of the RERs itself or
just as an approach by a developbat's a long
way of saying that | don't reallyokmthe answer.
COMMISSIONER BYRNE: Youdw, | thought
you said something about you thoygltwere
continuing under the previous orafethe Commission
and | -- so | guess | would liken@mve an answer to
that question because | suspect ayevery well face
that issue, and we need to know sowhat we can
act one way or another if we need to
MR. WEAVER: We'll findadhout.
MR. HUNTER: As a practioaatter, | think
it's not currently established tlvay in the RFP.
If you wanted a change, you'd havisgue an order
and tell PacifiCorp that's what yeanted them to
do.
COMMISSIONER BYRNE: Waeh,that then the

response of the Company or --
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MR. HUNTER: | know, apmactical matter,

that the RFP does not include denségel resources

from any --

COMMISSIONER BYRNE: | kndhat's the case

in the Washington order.
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MR. HUNTER: It's the caseéhe RFP
that's gone out, so if you want stimimg different,
you have to tell the Company so ttey implement
it.

Could | extend the Compsicpmments on
just a couple of other things?

CHAIRMAN MECHAM: Go aheahlr. Hunter.

MR. HUNTER: From our paestive, this is
not a novel question. The Compaaptwhrough over
a year process, 92-2035-01 thatnobably all
remember, to look at issues like twbeor not the
Company would take a prescriptivie o resource
acquisition decisions.

People hired consultawes did reports,
and at the end of that processCiramission
decided that they were going tothsenformation
exchange model instead of sometimage formal, like
the Nevada approach or the competiidding
approaches that New Jersey and stinee

jurisdictions had adopted, that@wenmpany was going
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to retain its traditional role as fflanner and

acquirer of resources, and thatg@mad decisions

would be made in the context ofrtite case.
We're unaware of anythimat's happened

over the last four years that waulgke it less
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desirable to follow that process.

COMMISSIONER BYRNE: Thed@pany will be
perfectly happy about going forwauiith the
traditional regulatory approach #mat changes
aren't happening in this industryaothaily basis
that might force them and us to geaour minds?

MR. HUNTER: What woulcetbhanges be that
would make the Company or the ratepaor the
Commission happier about having thags an arm's
length bargaining relationship witle potential

providers of resources? The cortipetbidding
process became more attractive &vfdim and to
Geneva at remarkably the same tiveg tame to the
Company with 600 megawatts of resednat wasn't
attractively priced.

The Company has found dtefsjawatt
qualifying facility project that'slilng to provide
resources to the Company at theepghat Chevron
and Geneva rejected. This is nobaess that's

broken. This is not a process tbqtires
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attention from the Commission, froor perspective.
If the industry does change, if Kalloway's view

of the future where generation resesiare
separated from the LDC, at that tinveould be

appropriate to look at those kindssties.
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Right now we don't seeason to go
forward with that kind of process.

CHAIRMAN MECHAM: Okay. dt's go off the
record just a moment.

(Discussion off the recfrd

CHAIRMAN MECHAM: Let's goack on the
record. Apparently there is at tease outstanding
question to you, Mr. Powell. Yowkotoo
comfortable back there.

COMMISSIONER BYRNE: It w@ust on the
issue of -- that Chevron has rassout the
analysis of large projects and weethere is a
process in place to determine whethey are indeed
least cost since, as Dr. Andersditates, the
RAMPP -- says that the RAMPP proaasst deal with
those directly.

Are there any recent upddhat we ought
to have from the Division on thaue? | know that
the last time we talked about tths, Division had

indicated it was going ahead omvs to perform
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analysis on the major acquisitidreg the Company

has done over the last few yeamsn@bsent a rate

case.

MR. POWELL: The Divisioma few weeks
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away from filing with the Commissiarrecommendation

for a standard filing requirement RacifiCorp or
other utilities for that because gwhthey acquire a
new resource, that will enable usualuate them as
a least cost resource in light af s@miannual
reviews, so the Company's finanstalcture, if
other interested parties would likeeview those
before we finalize them for the Coissron, we have
no objection to them doing thathaltgh our
purposes in obtaining the informative are not
eager to disclose competitive infation to other
parties as well.

Least cost is sometimes biecause you
can negotiate in private and wetdeaht to lose
that advantage with PacifiCorp betdo need more
information than we're getting abacquisition of
resources and we've been working draft set of
standards of the data that we neeld that
evaluation and we're just a few vgemkay from

finalizing that.
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COMMISSIONER BYRNE: Wouliat data then
be -- would you be able to proteet idata under
grandma? Are you not asking fos thata that would
relate directly to competitive iss@eHave you been

through that issue with counsel?
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MR. POWELL: We've not hdbrough that
iIssue yet, no.

CHAIRMAN MECHAM: Mr. Huet gave a
vigorous negative head shaking wilieequestion was
being asked.

MR. HUNTER: There's a sfien, at least
in our mind and the Division's coelfssmind whether
or not you can protect anything uralgrandma, but
we could at least make an arguntettit fell
within the proprietary provisionsgghndma and then
wait for a district court to detenaiwhether that
was an accurate appraisal or natwmelre less
excited about providing that kindsapersensitive
data than we have in the past becaihe industry
changes that we've talked about.

COMMISSIONER BYRNE: Onktbe things we

might ask as a specific questiotiig informal
process is for a discussion, perloaphe 1st of
February, but not necessarily tti¢hat doesn't

work for the Company, but on theiessf when the
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Company files its comparable sertacdf and
begins to publish on electronic &titi board its
transmission availability, will thatovide some of
the information that the partiessh&eneva and

Chevron, have said they didn't hawbe past and
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were disadvantaged thereby?

CHAIRMAN MECHAM: Okay. Wle we were off
the record the last round, the Cossioin concluded
that it would approve the Compaayplication and
ask you, Mr. Hunter, to draft a pyeed order that
would reflect the statements of Weaver as they
concern the Division's conditions.

Additionally, clearly, Clren and Geneva
have raised an issue that we neeelview, but |
don't believe that we're prepareda@nything more
than review that through an informmadcess at this
point.

Let's go off the recordtja moment.

(Discussion off the recprd

CHAIRMAN MECHAM: Let's doack on the
record. | think we'll hold to wHagaid. Are
there other matters we need to tgkinis morning?

MR. NIELSEN: I'd just aalquestion of
clarification. I'm assuming whee thommission is

talking about an informal processdasider these
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greater resource issues, it's theitthe

Commission's view that this is tihegess that
Commissioner Byrne has alreadyatetl or something
in addition to that? And, secondliy, assuming by

that statement the Commission idaratclosing the
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possibility of sometime at a laieré doing
something more formalized.

CHAIRMAN MECHAM: | can gwantee we're not

foreclosing that possibility. Witkspect to the
process, Commissioner Byrne outliae@duple of
meetings that are happening fairlyninently here
and we'll just have to see how ttheyelop. | know
that's rather vague, but I'm noppared to get more
specific.

COMMISSIONER BYRNE: Atyatime the
parties feel like the informal preses not making
progress or at least not making mEsgjon the time
frame that you think it ought to pksase return to
the Commission with some sort ofrfal request.

CHAIRMAN MECHAM: We trptnever foreclose
things that we can't anticipate.. Powell?

MR. POWELL: The Divisievould like to
volunteer to formalize the infornpabcess a little
bit more by meeting with the pareesl setting up a

timetable and list of objectivedvaccomplished
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and looking at the broader issuaagjuisition of
resources by the utilities in thereat venue and
the mode of transitioning from oaette other.
We'd volunteer to chair it.

MR. HUNTER: | wasn't awdhat was a task
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force that the Commission was settip.
COMMISSIONER BYRNE: We'get to be
careful about using the word taskdo

MR. HUNTER: The informalocess that the

Commission was talking about | thotugas to discuss
whether or not competitive biddingsrone of the
appropriate methods by which reseaauisition
should be handled and whether itld/be for QFs or
all resources. Now we're talkingasomething
broader than that?

COMMISSIONER BYRNE: Thdarmal process
is the future of the electric powetustry, much
broader than just competitive biddi\nd, you
know, we certainly know that the Qxamy is looking
at that as well and they have oebently revised
the magic slate again to put them position to be
ready to move forward in the newustty.

MR. HUNTER: Based on thauggest that
we do let -- we've got these mesticgming up.

Let's see what comes out of thatgss before we
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try and formalize it more and idgnthe issues
we're going to address.

CHAIRMAN MECHAM: That'stually my
position. I'm not checking with ylleagues, but |

would at least like to see whatribgt couple of
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discussions produce and then, giliahit's
informal, at that point we could elebine whether we
accept your offer. And | do avdie tword task
force. That's sort of the equivaleina black
hole.
Are there any other thingsneed to take
up beyond that? Thank you. Weljbarn.
(Whereupon the hearing e@scluded at

11:30 a.m.)
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