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1 Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

2 A. My name is Dennis E. Peseau. My business address is Suite 250, 1500

3 Libert Street, S.E., Salem, Oregon 97302.

4 Q. BY WHOM AND IN WHAT CAPACITY ARE YOU EMPLOYED?

5 A. I am President of Utilty Resources, Inc. The firm has consulted on a number

6 of economic, financial and engineering matters for various private and public

7 entities since 1985.

8 Q. ON WHOSE BEHALF ARE YOU TESTIFYING IN THESE PROCEEDINGS?

9 A. i am testifying on behalf of Monsanto Company.

10 Q. DOES ATTACHMENT DEp.A ACCURATELY DESCRIBE YOUR

11 BACKGROUND AND EXPERIENCE?

12 A. Yes.

13 Q. - WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY?

14 A. The purpose of my testimony is to recommend that the Commission defer its

15 decision on PacifiCorp's requested rate base addition of $801.5 millon for

16 the Segment B portion of the Gateway Central, approximately $45 milion of

17 which is allocated to Idaho, until PacifiCorp's next general rate case. As I
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1 explain below, this Gateway Central transmission project is but an initial leg

2 of a very speculative and massive undertaking, Energy Gateway that mayor

3 may not be built by the end of the next decade. As a result of the over sizing

4 to accommodate a planned larger "Gateway South" 500 kV line, that may be

5 completed in 2020, the requested rate base of Segment Bfrom Populus

6 (near Downey, 10) to Terminal (NW Utah) is far greater than that necessary

7 to Upgrade this path on a stand-alone basis.

8 Q. WHAT IS THE GENERAL BASIS FOR YOUR RECOMMENDATIONS?

9 A. As explained very clearly by PacifiCorp in its direct testimony and exhibits,

10 and also its 2008 IRP and in multiple company documents, Gateway Central

11 is but a 135 mile line that is the initial segment of perhaps the most ambitious

12 and expensive planned transmission network expansion ever attempted in

13 the United States. PacifiCorp estimates that the entire 2,000 mile network, if

14 completed as Energy Gateway, wil have project costs exceeding $6 billon.

15 Most of the actual legal, environmental, permitting, rights of way, etc. has

16 only just begun on the remaining 1,865 miles of proposed facilities.

17 For perspective, if the entire $6 billon Energy Gateway project is ever

18 completed, Idaho's allocation would be approximately 6%, or $360 milion of

19 rate base addition. The Energy Gateway transmission project alone will have

20 increased the total Idaho rate base (generation, transmission and distribution
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1 plant) by over 60% compared with the year end 2009 rate base. The

2 magnitude of this project's impact on Idaho customers' rates warrants careful

3 and cautious scrutiny by this Commission. My proposal to defer the

4 proposed rate base treatment of Gateway Central is the best means to

5 protect both customers and shareholders of PacifiCorp. As I argue below,

6 most of the Gateway Central rate base wil not be used and useful at the

7 outset due to its over sizing. I believe that shareholders as well as

8 customers would be best served by holding open the issue of rate base

9 treatment of Gateway Central until the larger issues of the entire Energy

10 Gateway project are better known.

11 Q. WHAT ARE YOUR SPECIFIC RECOMMENDATIONS IN THIS CASE WITH

12 RESPECT TO THE COMMISSION'S TREATMENT OF THE REQUESTED

13 APPROXIMATE $45 MILLION GATEWAY CENTRAL RATE BASE

14 ADDITION?

15 A. I recommend that the Commission:

16
17
18

1. Not make a determination regarding the degree of "used and
usefulness," if any, of the proposed Gateway Central project in
this case even if it does come online December 31, 2010.

19
20

2. Defer the consideration of Gateway Central as an Idaho rate
base component until the next general rate case.

21
22

3. Remove $5.9 milion (reduced by power cost offset) from
PacifiCorp's requested rate increase.
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9
10
11

12
13
14

15

4. Order PacifiCorp to place all Gateway Central plant into Plant
Held for Future Use, with no carrying charge until such time as
the degree of used and usefulness can be determined.

5. Require PacifiCorp to submit a specific progress report on the
status of the proposed Gateway South project as the proposed
Gateway Central project makes sense only when Gateway South
is completed.

6. Require PacifiCorp to hold an open season or nomination

process for capacity on Gateway Central as a means to gauge
the degree of excess rate base that Idaho's network customers
will be required to pay for until OATT customers develop.

7. Require PacifiCorp to revisit its 2008 IRP justification of system
load forecast and the proposed Energy Gateway project in light
of the prolonged recession and economic uncertainty.

OVERVIEW OF GATEWAY CENTRAL AND ENERGY GATEWAY

16 Q. PLEASE DESCRIBE THE PROPOSED GATEWAY CENTRAL PROJECT.

17 A. PacifiCorp's filing in this case, particularly the testimonies of Messrs.

18 Gerrard, Cupparo and McDougal, provides detailed descriptions of the

19 proposed Gateway Central, or "Populus to Terminal" transmission line. I

20 summarize those aspects of the proposed line that bear on the

21 recommendation I make in this case. As a considerable portion of Gateway

22 Central's description has been labeled "CONFIDENTIAL," I will only generally

23 summarize these elements in relation to the much larger plan to construct

24 Energy Gateway.
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1 Q. WHAT IS ENERGY GATEWAY?

2 A.

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

Energy Gateway is PacifiCorp's program to invest over $6 billon for

approximately 2,000 miles of high voltage transmission lines, primarily 500

kV, throughout the western United States. If completed as planned, the

project would have a total capacity of 6,000 MW with the intention of

transmitting electricity generated primarily from wind energy planned in

Wyoming and elsewhere, to markets in California, southern Nevada and to a

lesser extent Utah and the Pacific Northwest. My Exhibit 221 (DEP-1), taken

from PacifiCorp's website on Energy Gateway Transmission Project's

"Frequently Asked Questions," Page 5, provides a schematic of the proposed

project.

The proposed "Gateway West" segment of Energy Gateway, with an

estimated in-service date in the 2014-2018 timeframe,1 would connect areas

of Wyoming that have potential for wind-generated power, to the Captain

Jack substation near Malin, Oregon. My Exhibit 222 (DEP-2) is a copy of

PacifiCorp's website description of Gateway West, with. key milestones. The

Captain Jack substation is the hub or connection between the California-

Oregon transmission intertie and provides access to several 500 kV lines

running south throughout California.

1 Recent deferral of draft EIS may push timeframe back. See Bureau of Land Management
announcement at http://ww.blm.gov/wy/stlen/info/news_room/2010/july/22gatewaywest.html
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1 The proposed "Gateway South" segment of Energy Gateway, with an

2 in-service date in the 2017 -2019 timeframe,2 would connect potential

3 Wyoming wind generators to the Crystal substation in Nevada Power's

4 service territory. My Exhibit 223(DEP-3) is a copy of PacifiCorp's website

5 description of Gateway South, with key milestones. The Crystal substation

6 connects a number of transmission lines and provides access to several 500

7 kV, 345 kV, and 230 kV lines running through Las Vegas Valley and west

8 into California.

9 Q.

10

11

12 A.

13

14
15

16
17
18
19

20

21

22

HOW DOES PACIFICORP DESCRIBE PLANNING ASPECTS OF THE

PROPOSED ENERGY GATEWAY AND GATEWAY CENTRAL

PROJECTS?

PacifiCorp differentiates this over $6 billon project from more conventional

resource planning approaches. The Company states:

Unlike the conventional "generation before transmission"

approach, this transmission project (Energy Gateway) is a
relatively new approach, constructing transmission ahead of
specific generation resources. With increasing development of
location - constrained renewable resources, one project often
can no longer form an anchor for transmIssion.

(Page 1, "Frequently Asked Questions")

Elsewhere, PacifiCorp characterizes the Energy Gateway project as more of

an overall strategy rather than one single transmission project. PacifCorp is

2According to the Company's response to Monsanto Data Request 4.4, Energy Gateway is now

anticipated to be completed in the 2018-2020 time frame.
PESEAU 01 - Page 6



1 proposing to construct Energy Gateway in anticipation of future development

2 of generation resources, and future markets for such resources.

3 Q. WHAT IS THE COMPANY'S OVERALL STRATEGY WITH THE

4 PROPOSED ENERGY GATEWAY?

5 A. If PacifiCorp succeeds in completing the entire Energy Gateway project by

6 2020, the Company will dominate transmission services throughout the

7 western U.S. This circumstance would place shareholders in the enviable

8 position of earning a return on over $6 billion in new rate base, as well as

9 providing the "highway" to California and southern Nevada for sales of

10 PacifiCorp's existing and developing wind projects. The reason I say

11 "enviable" is because, unlike unregulated third party developers of new

12 transmission facilties, PacifiCorp is attempting to earn on Energy Gateway

13 immediately by placing the large, initially over-built segments into rate base

14 as each is completed. Private third party developers are not, of course, able

15 to earn on the excess investment prior to the facilities reaching full capacity

16 and coming on line, when they then can charge OATT wheeling tariff rates.

17 Q. PLEASE EXPLAIN.

18 A. The proposed Gateway Central project for which PacifiCorp is requesting

19 rate base treatment in these proceedings is a good example of this enviable
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1 position. The overwhelming amount of this $801.5 million investment is for

2 interconnection with planned future Energy Gateway segments. Thus, in this

3 docket, Idaho customers, by virtue of PacifiCorp's request to place the Idaho

4 allocation of the entire $801.5 milion into rate base, are being asked to fund

5 the carrying costs of this initially over built segment B until this path will

6 become functional with later segments, particularly Gateway South.

7 Q. WHEN IS GATEWAY SOUTH PREDICTED TO BE COMPLETED?

8 A. Gateway South is in the early planning, siting and permitting stages. Rights

9 of way and EIS are not expected to be completed until 2015. The Company

10 projects an in-service date in the 2017-2020 timeframe. As this particular

11 segment of Energy Gateway is the principal driver for the over-building of

12 Gateway Central, this late date and eady stage of development causes major

13 concern for the equity and reasonableness to Idaho customers funding and

14 carrying the over built Gateway Central for so many years. Most of this

15 Gateway Central wil not be "used and useful" unless and until Gateway

16 South is energized.

17 Q. WHAT IS THE BASIS FOR YOUR CONCLUSION THAT THE INITIAL LEG

18 OF ENERGY GATEWAY, WHICH IS GATEWAY CENTRAL, IS OVER

19 BUILT?
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1 A. I base my conclusion on a number of factors. First, as a part of the approval

2 of MEHC's acquisition of PacifiCorp in 2005, both Companies agreed to

3 upgrade this same Path C by the 300 MW required to enhance reliability,

4 facilitate the receipt of renewable resources and to enable further

5 optimization on this segment of Path C. The Path C upgrade was an

6 important commitment to get from MEHC/PacifiCorp because this segment

7 had been previously identified as a potential congested transmission path.

8 Prior to the conception of Energy Gateway, the 300 MW Path C upgrade

9 committed to by MEHC/PacifiCorp was seen as sufficient for this path.

10 Q. WHAT WAS PACIFICORP'S ESTIMATE OF THE COSTS OF THE

11 REQUIRED UPGRADE TO THE PATH C SEGMENT BETWEEN
-

12 SOUTHWEST IDAHO AND NORTHERN UTAH?

13 A. The Company indicated that this upgrade would cost approximately $78

14 milion, or less than 1/10 of the $801.5 milion requested in these

15 proceedings for the Path C upgrade. Clearly this ambitious request is for the

16 benefit of interconnecting to the planned Gateway South. This is explained

17 on Page 6 of Order No. 29973 approving the acquisition, attached as my

18 Exhibit 224 (DEP-4).
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1 Q.

2

3

4 A.

5

6
7
8

9

10

11

12
13

14

15 Q.

16

17

18

19

20 A.

21

22

23

24

IS THE ANTICIPATED CAPACITY RATING FOR THE POPULUS TO

TERMINAL SEGMENT B OF PATH C DIFFERENT BEFORE AND AFTER

THE PLANNED GATEWAY SOUTH?

Yes. PacifiCorp's response to Monsanto Data Request 4.4 indicates:

Monsanto Data Request 4.4

Reference Testimony of Mr. John Cupparo. What is the expected
megawatt line rating or capacity of the 345 kV Populus to Terminal
facility before and after completion of the Gateway West and Gateway
South segments?

Response to Monsanto Data Request 4.4

The incremental capacity is expected to be 700 MW in the southbound
direction and 350 MW in the northbound direction prior to completion of
Gateway South in 2018-2020. Once Gateway South is completed the
capacity in both directions is expected to increase to 1400 MW.

DOES THE FACT THAT THIS SEGMENT WILL HAVE ITS CAPACITY

INCREASED BY 1,050 MW (1400-350) WITHOUT MATERIAL

ADDITIONAL INVESTMENT DEMONSTRATE THAT IT IS OVER-BUILT

TODAY IN ANTICIPATION OF TtlE 2018-2020 PLANNED GATEWAY

SOUTH?

Yes. Let me state that my characterization of Segment B as "over-built" here

is not to suggest that this line may not someday become fully used and

usefuL. It is not unusual for a utility to "over-build" facilities at the outset in

order to accommodate a near-term expansion of other facilities. What is

unusual with PacifiCorp's request is to include a rate base addition, and
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1 charge Idaho ratepayers initially, at a level that is approximately ten times its

2 previously approved commit level ($79 million compared to $801.5 million)

3 ten years in advance of the transmission line being fully used and usefuL.

4 And, if the planned Gateway South segment faces the hurdles typical of

5 siting and constructing 500 kV transmission lines in the western U.S., there is

6 a real possibility that Gateway South may be delayed or disapproved by

7 virtue of other competing high voltage transmission line servicing similar

8 markets.

9 Q. ARE YOU SUGGESTING THAT THE $801.5 MILLION INVESTMENT IN

10 SEGMENT B IS IMPRUDENT?

11 A. No. i cannot conclude on the prudence or not of the level of investment

12 absent a more thorough understanding of the segment in relation to the

13 uncertainty and risk associated with Gateway South. My recommendation to

14 defer any rate base treatment of the $801.5 millon investment is to better

15 understand these issues, and avoid any decision at present as to how much

16 of the $801.5 millon investment is "used and useful" in the traditional

17 regulatory sense.

18 Q. IS YOUR RECOMMENDATION FAIR AND EQUITABLE TO IDAHO

19 CUSTOMERS AND PACIFICORP SHAREHOLDERS?
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1 A. Yes, I believe it is the most equitable position to take in these proceedings.

2 Ratepayers are being requested to carry a huge investment made for a

3 future planned project that would ordinarily be borne by shareholders. And,

4 in my opinion, shareholders are better served by having the Commission

5 defer full approval rather than force it to determine what degree of present

6 "used and usefulness" Segment B serves in 2011. The latter decision could

7 be viewed negatively by financial markets and should be avoided in favor of

8 a more comprehensive, integrative review of the Segment B Gateway South

9 Gateway West projects.

i 0 Q. DID YOU CONDUCT ADDITIONAL ANALYSES TO DETERMINE

11 WHETHER THE POPULUS TO TERMINAL SEGMENT B IS BEING OVER

12 BUILT?

13 A. Yes. There are a number of other high voltage transmission projects in the

14 western U.S. in both the planning and construction phase. A simple

15 comparison of the investment per transmission mile serves as a rough check

16 of the investment per mile of Segment B if completed as a stand-alone

17 project.

18 Q. PLEASE EXPLAIN.
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1 A. A simple and straightforward manner in which the Segment B investment

2 costs can be benchmarked is to compare its investment per mile with the

3 remainder of the Energy Gateway planned projects. This is a conservative,

4 but not completely comparable basis for comparison because the 135 mile

5 Segment B line is 345 kV, while the majority of the remaining 1,865 miles of

6 the planned Energy Gateway project is the higher voltage, higher cost 500

7 kV transmission line. As such, the comparison is conservative.

8 My Exhibit 225 (DEP-5) shows the simple calculations comparing the

9 investment costs of Segment B with the remainder of Energy Gateway. The

10 assumptions shown include the total investment in the planned Energy

11 Gateway of (over) $6 billon for the 2,000 mile project. The 135 segment

12 from Populus to Terminal is $801.5 millon.

13 Q. WHAT ARE THE RELATIVE INVESTMENT COSTS PER MILE OF THE

14 GATEWAY CENTRAL PROJECT COMPARED WITH THE REMAINING

15 SEGMENTS OF ENERGY GATEWAY?

16 A. As shown on my exhibit, the requested investment for Gateway Central is

17 $5.94 million per mile. The remaining Energy Gateway project is estimated

18 to be $2.79 millon per mile. The fact that the proposed Gateway Central

19 project investment is well more than twice as expensive as the remaining,
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1 higher voltage Energy Gateway transmission system is a further indication

2 that Gateway Central is being over-built to accommodate Gateway South.

3 If Gateway South was a certain project that was expected to come on-

4 line at a time similar to the expected December 2010 on-line date of Gateway

5 Central and there was true demand for that amount of transmission, this

6 investment mismatch would not be a problem. However, this is not the case.

7 Gateway Sbuth wil not even be permitted in the near future and wil not be

8 energized before 2020, if indeed it is constructed at all.

9 Q. HAVE YOU PARTICIPATED RECENTLY IN THE SITING AND APPROVAL

10 OF OTHER SIMILAR AND COMPETITIVE HIGH VOLTAGE

11 TRANSMISSION PROJECTS IN THE U.S.?

12 A. Yes. i have for many years participated in some of the financial planning for

13 the Southwest Intertie Project, or "SWIP" as it has been called. This project,

14 originally proposed by Idaho Power Company, has been planned in various

15 stages since as early as 1992. Today, SWIP is a similar and competing

16 project with Gateway South and is owned jointly by NV Energy and Great

17 Basin Transmission, LLC. The project originates at Midpoint, Idaho and

18 terminates initially in Nevada Power's territory, similar to Gateway South

19 plans. The SWI P project is being constructed in two phases, the first being

20 called "ON Line" and will originate in Sierra Pacific Power's service territory in
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1 eastern Nevada (Robinson Summit substation) and run south for 235 miles

2 to major markets in the southern Nevada and California markets. ON Line is

3 a 500 kV transmission line approved and under construction.

4 Q. WHAT ARE THE INVESTMENT COSTS FOR ON LINE THAT HAVE BEEN

5 APPROVED BY THE PUBLIC UTILITIES COMMISSION OF NEVADA?

6 A. $509.6 millon. The investment cost per mile for this 500 kV, 235 mile line is:

7 $509.6/235 = $2.17 millon/mile

8 The ON Line 500 kV line is below, but in line with $2.79 million/mile

9 investment in the remaining Energy Gateway project, but vastly below the

10 $5.94 milion/mile investment cost estimate for the proposed Gateway

11 Central segment.

12 Q. IS THE ON LINE TRANSMISSION PROJECT IN COMPETITION WITH THE

13 PROPOSED GATEWAY SOUTH PROJECT?

14 A. Yes. The ON Line project is being built to serve renewable energy projects in

15 northern Nevada, Idaho and Wyoming. The 2000 MW project is well ahead

16 of and in direct competition with Gateway South.

17 Q. DOES THE ON LINE PROJECT PRECLUDE GATEWAY SOUTH FROM

18 EVER BEING BUILT ECONOMICALLY?
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1 A. No. But clearly the current clamor for renewable resources in southern

2 . Nevada and in California is moderating and would have to grow significantly

3 in order to accommodate and justify a second major 500 kV project such as

4 Gateway South.

5 Q. BESIDES ON LINE, WHICH IS APPROVED AND UNDER

6 CONSTRUCTION, ARE THERE OTHER PLANNED HIGH VOLTAGE

7 TRANSMISSION PROJECTS DESIGNED TO SIMILARLY CONNECT AND

8 DELIVER POTENTIAL WIND GENERATION IN WYOMING TO THE

9 DESERT SOUTHWEST?

10 A. Yes, there are severaL. While I make no attempt here to rank the

11 probabilties of each being completed in relation to the proposed Gateway

12 South project, the mere existence of several proposed competing

13 transmission projects demonstrates the inherent uncertainty attached to any

14 single project's success.

15 Q. WHAT OTHER COMPETING PROJECTS ARE UNDER DEVELOPMENT?

16 A. My Exhibit 226 (DEP-6) provides a map of a number of competing 500kV

17 and above projects currently being proposed and developed. i have not

18 studied the progress of each, but have generally been aware of their

19 intentions in industry press. Most of these projects have been proposed prior
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1 to Gateway South and as such are competitors to it. If one or more of these

2 competitor projects advances prior to Gateway South, there is a distinct

3 possibility that Gateway Central would become a largely stranded

4 investment. My testimony anticipates this, and requests that the Commission

5 guard today against the potential for Gateway Central to be carried by

6 ratepayers in the event that Gateway South never develops. This complex

7 issue is best considered in future proceedings where the risks and rewards of

8 this investment can be analyzed.

9 Q. ARE YOU CHALLENGING PACIFICORP'S PROPOSED RATE BASE

10 TREATMENT OF IDAHO'S SHARE OF THE $801.5 MILLION GATEWAY

11 CENTRAL INVESTMENT BECAUSE YOU BELIEVE THAT THIS

12 SEGMENT WILL SERVE NO PURPOSE FOR THE FORESEEABLE

13 FUTURE?

14 A. No, I am not. Even if Gateway South is never completed, the Populus to

15 Terminal segment will relieve congestion on this transmission path. In

16 response to Monsanto Data Request 4.5, PacifiCorp listed a number of

17 potential benefits that would derive from an upgrade to this path. i attach the

18 one page response as my Exhibit 227 (DEP-7). I do not challenge this

19 response. I do challenge the proposed decade long inclusion of the $801.5

20 millon investment in rate base, and its associated large increase in revenue
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1 requirements, so long in advance of it being used and useful for Gateway

2 South.

9 Q. HAS THIS COMMISSION SPECIFICALLY CONSIDERED PACIFICORP

10 RATE BASE ADDITIONS PREVIOUSLY THAT WERE REQUESTED

11 EITHER OUT;.OF-PERIOD OR MUCH LONGER THAN CURRENTLY

12 NECESSARY?

13 A. I do not believe so. It is my understanding that the Commission has not

14 issued an order pertaining to PacifiCorp in a fully contested rate case since

15 sometime in the 1980s.

16 Q. PLEASE SUMMARIZE

17 RECOMMENDATIONS.

YOUR CONCLUSIONS AND
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1 A. I conclude that the Commission should defer consideration of Pacificorp's

2 proposed Gateway Central rate base addition to the next general rate case,

3 for the reasons developed in my testimony.

4 Q.

5

6

7 A.

8

9

10

11

12

13

14

15

16

17

18

19

20

DO YOU HAVE CONCLUDING REMARKS REGARDING THE COURSE

OF IDAHO WITH REGARD TO MULTI-STATE ALLOCATORS FOR THIS

COMMISSION?

Yes I do. I have participated in numerous studies and proceedings in Idaho

since the early 1980s. My preparation for the testimony I sponsor here has

raised major concerns in regard to my assessment of how the new era of

renewable resource development and major speculative transmission

investments in the western United States will affect this state, and especially

the Idaho service territory served by PacifiCorp. We all know that Idaho is

less than 6% of PacifiCorp's total customer base. We further know that

certain of PacifiCorp's larger state jurisdictions are "driving" the surge for

more expensive and potentially excess resources through ambitious

resource portolio standards ("RPS"). The fact that PacifiCorp is driven to

serve these requirements, and potentially to profi greatly from them, will not

in my opinion, bode well for the State of Idaho. I say this because of the

multi-state protocols and resulting costly allocations that are headed Idaho's

way as a result these multi-bilion dollar investments that would likely not
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1 arise in the absence of such requirements. The largest drivers of the need

2 for these investments are those large states that either are not rich in

3 generation resources, or simply wil not allow such development in their own

4 back yard. Idaho, on the other hand, can independently pursue its rich

5 renewable and other generation resource potential largely without the aid of

6 the massive type projects such as Energy Gateway and wind generation.

7 Idaho ratepayers T fear may be in for indefinite rate increases that could be

8 avoided if the state would opt out of the multi-state policies. These rate

9 increases are certainly disastrous not only for Monsanto, but for the general

10 livelihood of eastern Idaho. I urge the Commission to consider whether it

11 wishes to adopt a more parochial view of the western U.S. energy future and

12 focus on what is best for Idaho.

13 Q. WOULDN'T IDAHO'S OPTING OUT OF MANY OF PACIFICORP'S

14 EXPANSION PROGRAMS HURT THE COMPANY?

15 A. No, not at alL. Idaho is such a small percentage of PacifiCorp that neither the

16 Company nor other states would necessarily be affected.

17 Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

18 A. Yes.
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Attachment DEP-A

QUALIFICATIONS OF
DENNIS E. PESEAU

1985 - Present President of Utilty Resources, Inc., a firm that provides
consulting and technical services on economic and financial
matters. Dr. Peseau has conducted numerous studies on
economic, energy and competitive and regulated markets,
including complex litigation. .

1978 -1985

1974 -1978

1972 -1974

Education

His regulatory experience includes studies and
testifying on a number of regulatory revenue requirement, cost
of service, rate of return and rate design issues in more than
100 civil and administrative proceedings.

Vice President, Zinder Companies, Inc. Dennis headed the
west coast office of the national consulting organization
headquartered in Washington, D.C. His primary responsibilties
included marginal and incremental cost of service studies, rate
of return and rate design for a number of public utilities
companies.

Senior Economist, Oregon Public Utilty Commissioner. Dr.
Peseau conducted numerous studies on behalf of the
Commissionets staff on various financial capital structure, rate
of return, econometric and forecasting issues.

Senior Economic Analyst, Southern California Edison
Company. Dennis worked in Southern California Edison's
economics department on matters of economic growth and
energy pricing, cost of service and econometric and statistical
analysis.

PhD, M.A., Claremont Graduate School



B.A., California State University, Chico

Dr. Peseau has conducted studies on regulatory revenue requirements, cost of
service, rate of return, system planning and resource plans and general financial
feasibilty analyses in the states of

Alaska
California
Colorado
Idaho'
Maryland

Minnesota
Montana
Nevada
New York
Oregon

Virginia
Washington
Washington, DC
Wyoming

He has participated in energy matters before the Federal Energy Regulatory
Commission, the federal Bonnevile Power Administration, and in Alberta, Canada
and Pemex in Mexico City.
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Enørgy Gatøwav

Bringing New Transmission to the West

Attention 15 focusIng on our nation's electrical transmIssIon system, especially In the West where there has been very little
Investment In new transmIssion Infrastructure for nearly 20 years. DurIng that time, population, communities and electricity
demand In the region have aii grown slgnIßeantly. The transmission system Is reachlnø capacity In many places and Is
boltenecked In others.

PaclßCrp Is leading the way to change that. In May 2007, PaclnCorp launched the Energy Gateway TransmlS$lon Expansion -
an ambitious, mufl-year $6 bIllon-piu Investment plan that wil add approxImately 2,000 miles of new transmission line

aCrOSS the West. Energy Gateway, lind projects planned by other entities, vill lIlIevlate constraints and address current and
future grovith of many kinds.

Todiiy, construction Is underway on one Energy Gateway segment and outreach, siting lind permlltng processes continue for
several others. Major segmeiits are scheduled to be In service by 2014.

Among Its bcnents, Energy Gateway \vllI provide access to conventIonal energy sources and connect areas where renewable
energy development posslblftles are strong, as shown In these regionai maps of \'iliid (PDn, SOlM, bloJlùsS and gcolherilill
(PDF) potential. Learn moe about hovi Energy Gateway supports renewable rcsourcè development (PDF).

Along \vlth population and energy demand growth, Investment In our transmIssIon system also Is drIven by our Iniegraled
Resource Plan. This plan IdentlRes a need for mOle transmIssion lines to deliver electrIcity from ne\"I generating resources -
either from rievi generatIng plants, or to provIde a path for additional eiiergy purchases from other entities In the regIon.

The Energy Gateway map shows the IndivIdual segment additions to the transnilssl()n system to complete the expansion at Its
potential fulf build. Depending on regIonal, third-party and local participation, the ßnal /lnes may vary somewhat. PaclRCorp Is
taking every reasonable step to accommodate broad regIonal transmission needs but wil, at minimum, build Energy Gateway
to Orst meet our commitment to provide our customers with safe, reliable and reasonably priced electrical service.

Reod more about this Important Investment In the Energy Gal,~l'ilY (ad sheel (POn, or get answers to rrequcnl/y asked
qiicstlons (PDF).

LInks to Energy Gate\vay and loal transmIssIon project segment Information can be found below. We update tlicse pages
regularly as nevi Information becomcs available.

Energy Gateway Segments

Segment A - W"lIil Willi,) 10 NeNilry

Gateway Ccntml

Segmcnt 0 - Populus to lcrnililill

Segment C - Nonil to Oquirrh

Segment C - Oquin hlo Teniilmil

Gateway West
Segment D. Wlndslar to Populus

Segment E - Populus 10 lIenilil\II'I¡¡y

Gateway South

Segment F - Aeolus 10 l.lol1a

Segment G' Noiia to Crystal
Monsanto Company
Exhibit 221 (DEP-1)
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Segment G - Sigurd 10 Red ßulle:

Segment H. Hcniln!JwilY 10 Caplaln Jilek

!/
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Gateway West Page lof2

~ P~£trr;Q!!P

Gateway VVest

Energy usc Is on the rise and demand Is fast approachIng the limits of the existing electrIcal system. This growth comes from
boh new and existing customers. IndIVually, consumers today are using 26 percent moroelectrlclty than they dId 20 years
ago. To meet this Increasing demand, nevi fadlltles are needed. -

As part of PacifiCorp's Ener!JV Gilleway Transmission ExpansIon Project, Idaho Power and Rocky MountaIn Power are planning
to build a new hIgh-voltage transmission line across sothern WyomIng and southern Idaho. This. project, called Gateway
\./est ¡ \'1111 stretch approximately 1,100 miles and supply present and future needs of customrs. The project als will
enhance electrIc system rellabillty In Uie service areas 0' boUi copanies. In addition, Gateway West ",~i enable electricity
generated fro existIng and new resrces, Including wInd, to be delivered to customer throughout the regio.

The proposed route for Gateway West's Wliidslar 10 Populus segment extends from eastern WyomIng to a hub near Downe,
Idaho, where It wil conet with a seent that will continue through to western Idaho. The proposed rote for the Populus 10

lleoilli!)l'ay segment runs fro a planned transmission hub near Downey, IdahO acros the state to a point southwes of
Boise, Idaho.

Project Tlmeline
. Public Scoplng - lune 2008

. Environmental Impact Statement proess - 2008 . 2012

a Public outreach - lune 2008 . project copletion
a Permittng and obtaining rights of way - 2011 - 2014

. Estimated line In servIce for customers - 2014 - 2018

'\

Addilonallnformat/on About the Project
Under the National Environmental Policy Act, the Bureau of Land r-tanagement Is currently developing an Environmental Impact
Statement on Gateway West - a process that began In June 2008 with open house PublIc Scoplng meetings. BUt has oversight
of this process and hosted these meetings to coiled orncJal public commenls. For more Information, please vIsit Oll.l's Weh
site.

Gatoway Wost maps can be viewed below:

ø Pwjei.t ovef\'lcw map

D SI!lJnienl maps

.. taniJ ol'lershlp maps

Further Information also can be found on our G,ite\'ay \'esl ne\'sldlcr (PDF) or at our GalewilY West Weh site

Public Participation
Public Input is an Important part of the transmissio line development proess and 15 welcomed at all stages. In addition to
public, group and Individual meetings, project materils and news/elters also have been sent to landowners and other
Interested parties.

The Bureau of Land r-Ianagement held open house meetings June 2008 as part of the environmental revlc,,1 proces for this
project. Rocky Mountain Power and Idaho Povicr hosted addItional meetings In December 2008 to gather Input from
landowners and other Interested parties In r-Iontpeller, r-turphy, Pocatello and Twin Falls, Idaho, and In Glenrock, Kemmerer,
Rawlins and RokSprings, Wyoming. FoUow-up landovmer meetings were then held in Doglas, Glenrock and Sinclair,
WyomIng, and In Amcrkan Falls, Brunea, Burle, Gong, Gra View, Kuna, r-telba and Twin Fall Idaho. For a more
comprehensive Ilsllng of the vaious outreach efforts, please see the medill!J list (POF).

To submit an omcial public comment on the Gateway West Transmission Une Project, please contact Uie BUt dIrectly at:

Bureau of Land ,.tanagement
Gateway West Project
P. O. Do 20879
Cheyenne, WY 82003
Ore-mall Galewily.West. WY/.laiir¡blll.gov

To cotact us abot this transmissio project, please call 801-220-4221 or e-mail ConstriictionPloJccls(¡..paclllcoq..coli. Plase
be sure to Inclue the project name --Gateway West- - In your Inquiry.

Monsanto Company
Exhibit 222
Page 1 of 1
Case No. PAC-E-10-07
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Willi energy use on the rise and electrical demand fast approachIng the limits of the exIsting transmissIon system, new
facilties are needed to meet the growing needs. This growth In demand for electrIcal energy comes from both new and exIsting
customers. Individually, consumers today are usIng 26 percent more electrIcity than they did 20 years ago.

As part of PacinCorp's Energy Gateway Transmission ExpansIon Project, the còmpany Is planning to build a high-voltage
transmIssIon line project across southern WyomIng, potentially crossing northwest Colorado, through Utah to a point north of
Las Vegas, Nevada. This line segment, Gateway South, wil be approximately 800 miles long, supplying present and future
needs of customers and enhall(:lng electric system reliability throughout the region. In add Ilion, the project \vll enable delivery
of existing and new generating resources, Including \'ilnd, to more customers.

The proposed route for Gateway South, lIeolus 10 ~Ionil, extends from eastern Wyornlnô toa hub near "'ona, Utah, where It
\,~i ceinnect with another segment that continues through southern Utah.

The proposed route for Gateway South, NOllll 1.0 Clysllll, Is from a new substation that wil be built ncar Mona, Utah,
connecting to multiple substations through southwest Utah to a poInt north of Las Vegas, Nevada.

SIgurd 10 Red Bulle, another transmIssIon lIne that Is part of the Gateway South project, \vll start In SIgurd, Utah, and
continue south to the Red Bulte Substation norlh of St. George, Utah.

Gateway South maps \,~i be available followIng Public Scoplngln SprIng 2010.

Project Timeline
. Public Scoplng - August/September 2010

. Informational "'eellngs - August/September 2010

. Environmental Impact St.atement - December 2008-2015
o Estimated line In service for customers - 2017-2019

Public Participation
Public Input Is a very Important part of this process and wil be welcomed at all stages of this transmissIon line development.
Public Scoplng meetings are expected to be held as part of Ihe environmental revIew process. The ßureau of Land "'anagement
wil oversee thIs proce~s under the National Environmental Policy Act and \vii host these meetings 10 coiled ortclal public
comments on the project for the dran Environmental Impact Statement.

Additional Information About the Project
The company welcomes your comments alall stages of this transmission line development. For more Information, please call
us at (801) 220-4221 or e-mail COIISlructlonl'roJccIS~l\Pil(inCorp.coni. Please be sure to Include the project name -"EnerGY
Gateway SouthH - In your Inquiry.

(UIJdalod Januarv 14, 2010)

cg20io PaciRCorp, II subSIdiary 01 r~j¡J!\inp.(¡c~1i ¡'ner\ly IIi)IIIII1(lo, (;orip~ny

Monsanto Company
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OflcòoflJie S~ie
ServiCe Oaio

Pe~iUar 13,2(R6

!
¡

JJFORE THE IDAHO PUBL1CUTILITlES COMMSSION

IN TßEMAttEROF 'llIJOl1l'
APPI.ICitTIONOF MIDAMRlCAN
.~NERGYIIOI.DÍNGSPÔMPAN (MElle)
ANDPACIFIPORPDBA U'Al POWER&
IilGRTèôl\ANJlOlt AN ORDER
AU'HQRlZING MEllU'lOACQUIR
PAêIICÖRP

)
) CAS~ NO. PAC;;E.OS..8
)
)
)
) ORDERNO. 29973.
)

On'JuiyiS,L005jPacifïCorpdbaUt8h PØwer&:LighfCoinPllY (1IpacifiCo~l?and

Mla:Aéd~EiiçrgYR()ldings Conipany("Ml~Aiet1tal')'fl~J"J()it1tApPI¡cafion..~ußlt¡ng

that theCoini$sion åuUíøtizê MldAiei'ìCá~sacqUisitiohôtPâcjllcorp.. la~itiCorp .isnpublic

utility subject to íhe Coniission's jurisdiction and provides retail ~lé(itrinslirýiceto .nenrly

60,OOOçust9mers hi sO\1thertei:nldaho. Atpreseiit.PaèifCørp Is R\ýhollY"owned s\ibsidiaryof

ScottshPo"\rplc,

If the Joint Application lsapproved, PacifCorp wotl1d. becoß1éänJndirectJwbolly~

óWned~ubsidifûör~d.A.erlcll.lvidAerlCattsptitîpâl()wnedš BerksliHathaw~y, .Inè~

The Allplicants.J1iistóbtaIil appi;ovâl lTomthe Idaliö ConissÎoii roul tlte reRUl!!tor)

commissions oftlieotlierfivesmtes wher¿PaciñCorp provides elecbÍc service for MidAnerican

to aC!l"il'ePäcHiCQtp. liiiiddition, the acquisition must RIso be approved by severâl federal

agencies Iiicludhig tÍem:dèl"'l BiiergyRegulatol' ConlUs$iol1 (FERC).I

On' August 18, 2005; the Commission issued its. Notice of Applicatlonsetting this

matter for h~ring; Onl)eceìnber 16,200$. most of the päres in tlùsproceedirigcKecnted l.

settlenieiit Stipúlntiòl1 iïfgblgtheCoriunssiOJi to approve thèJomtApplicålióncOJ1ditioiïèd\ipòi

76 "commitments.nOii Jaiiuar 17, 2006, the Commission convened a technical IielUiug tò

tönsider the8lÎPlllatiøJl.Based up()nöut review of the JoÎiitApplicationithe settlement

ŠtlpùiatioIl. thèløsdinoiïy of thepiuies an:dthe pubiic cOIleiits, the Col1ssio~i 'approves tlje

acqnisiton coiiditionedupollt1iecollmitinents incorporate iIltlûs o.rder.

I

i

.. ~

I TJ~ \VYlJìnÍJgan~Q.fáh.CnillÙll$sioillliipptov(ld fhèacquIsllio!lon J;~Ull~6~d21~2QØ6lr~pe9tiV(ll)'.lJ3RC

outhödzetlietral'ßclionon Dcccni1)er 20, 200Sln DocketN:o.BCOS-lll),IOO, H3FBRC'61,298(200S),
røliøâ"riig grmiied(for liited pUiosco( f\rtherconslderatIoii). 113 FERC, _(Feb. 6. iOÒ6). ...

Monsanto OQrnpany
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30) PacifCorp ,\1m continue t9pi-oduce Integrated Resoure Ptanaø,ccording to the then
current schednleál thetheii currentCommissioll rules aiidórders~

"

31) When acquirignëw generation resourc in excess oflOO MWand with å
dependable.lifeofJO 91" more years, PaoifiCorpandMBllC wil isuêRequèSts for
Proposals (RPs)orotJienvise cOnipIy witJislafe)aws.re8Uiations and ordersthl.t
pertahi to pl'öpiírementöfrtwgel1eÎl\tlonrëSourc;es fòt Pi!cifiCörp.

32) Nothng in theseacauisition commilmentssÍ1nllbe interpreted asawaiverof
PaçifiCOrp'$örMBaC's riglitsto tequestcønfdential fiatient Îorinonnation thatist1ie subject öfiifi1 Corntnent$. .

33) Unless. anotherPrøçeS$lsprovi4~~Y st~Jl.tc;, ComnasionreK\tlatiQns'or appröved
Paci~Çörp. t¡qIt riRGai4façiilGQxp:.enèourngeJhe (;oiniRsioJl t().\ls~tbø
foUoWinil'ProCÇss for ådmiöisterlng the tCinUttmeiits. . TheConuissionsholìldgive
fvfiG aidPl.cifÇorpwtitten noti,fcation ofanyviôJafÎonbY either ~n:pany,Qfthe
c0uUibnentllJíädoìnthi$~Jlplioátìon~ lfsucb failur iscoitectedwith ten(W)

bùsii~(JY$ ((II: ttìibttet() ttíei:epoi1jòr fivø (5) hti~Lnøs aaysfot()th,(ltyiolatipns,
theCornislIlon slitildtâken:o,aölÍon.. .. The COJMis$ioDshallbäve Ui~:áùtb()rilYJ()
determne ifthecoriectivc'actionhas .$atìsfied or corrected the viØlâtion.MERCor
PaëifiCoipmayreauest¡ forcRus~janexteiision òftbese lime periods. IfMEHCor
PRøifiGøtp faUs tOtlD,ettspçh viølatìons \\jthiii.fbel!p~ifedtnnefrat~í as

modifedbyany.Commissi()D-approved.extensions, thcCOnu$$i01I mayseelctp
assC$spenaitèSforviolatlonof.äConitssiøn order, .agaisttitherMEHCØr
PacìfiCorpt as aU()\Vedurtderstlte laws aud regulations.

34) '1raÌlsmissiôn mvèshnenll. . MERe IDiUPaøitîCoip have identified ÙíèreJíental

mqtslrussionprÓjects thåteiihancerelläbiHty, faciltllte thereceiptot renewable
r~oui~,ore.l)tlble-fuiiliersysterroptÙlizRtioii. .$ubject t9perìUingmidthe
availábiJity of niaterinìs, C(lttipmentaJ.dÛg1its-of-WllY, MEHC niìd,Paç¡fiÇài;
çoirit tóus~tliéir ~est ~ffQrl$toàchievetJie føllowingiransmission system

infrasmicture .jinpróveiiertlsii

.:

n) Path C Upgrade (...$'18 ini1lon)-fuorelÏse:Pallì C cnpaoitybý 30J) lv,(tr()m S.E,
¡daM toNorihenitJtàh).'lhê tID'get coinplètiØn date fortlsprojettis 20i O. This
pîôject: .....
. enhartt~retitihîltYbécaiiseltincrènsès. transfereapâbîlity bètweeiÚJie elttJUid

west controlllèas,

~:--

lWbilèMßHChtls¡iimérse~llselt In thôdelälls ofPacifiCorp'sbusbi~saCtlviilèJlinlhe sbòl1 tinle
since 'Iheanòlluceincntòrthelrall.actlon, Ii Ispossibledll1tupon fuher review a parcular invesbnent
,iúghi not beCòst.efflÏvc¡oplimalforcuslonielS or abíe to bBçOmpleted by the target date. If thai sbould
nCC\ll....i3HCplédg~tøproloeanallernajivoJo tbe C:mmssiòliwitl acòmparablllbenefít.. The

CøiJIJi!ssiiiiiniY biYesligatèlhe rëas.o)ialilènesòfa'íydet~lt1tllJlï by MBHClacifiCoi: thatoneotmore
nf full identified. transmlssioninv~li:eni..is.notcost.erri:ctiV6oroplimat foreustonifS.
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".

, facilitntesthe delivery of~()werfroin wind projccts in JdRhø. and

, providesPacìfCoip with greaier flexillilty 
aid the opportnity to consider

Rdditionaloptions regardingpllUmed generation çapacityadditions.

b) Mona -Ogíirth (..$196miUion) -Iiicrease theiniport capabUity frmMonåinto the
Wasatch Front (frotn Wasatch Front Sonfti tò Wasntcli Fiont Nort). Tms project

would eJUancetbe.abilty to import power fro1l neW resources deJiveredat or to
Monn. Mel to import fronl Solilhêti Ci1IlfQinia by "wnoolitig" over the Adelllto DC
tie. Tbe target completion date for this project ¡s20t 1. This project~

I enJiänêes reliabilty byertablingthe import öfpowetfiom Southeti CaUrornii
entities during enlergencysititltiöns.

, facilitates theacecptlll1Ce Qf:reiiCiwable resonrc~.and
, eJUalices fuer systeinoptÛÏizatiori sin~JtenåbiesJlie fUrleii)\~èh!lseor

excbäilgenfseasonal I'esoures fiompiu1ies. capable ofdeliveni:gto Mona.

c:)Wallä Walla .¥a1dihá orMid-G(",$llSmiUionl-lltablls1ialinkbetWc:enthe iiW81Ja

Wala. bubble"and the ciYåkmahubble"nnd/orreìnforee thel ¡11 betweentbe "Walla
Walla bub.blc"a:dthe Mid.Columbìa (at Vantage). ;Bithetof.tlesc'¡jrôjectspreseöts
opportities to eiiiiaiicePacifCorp's~bility to~ccepttbe()atpútfromwìnd
gei.eratoí'sl:iel"\alåJlce tbesystentcósleffêctivelyin a regicmalen:ii:rteiit. The
targeLcornpletion diiteforthisproJecHs201 o. .

()iher Transmission and Distribution Matters;~FIC andllacifiCoipmake the
fóíiöwiiig ~initinëntstoiinprovesystëinrèUäbility: .

35)

a)

b)

c)

el)

eJ

iiiveslient in the Asset Risk Progrni of$75 million overtlic thiee years, 2007-2009,

inveshneiit ihlocállránslliissianrisk j)rojêcts.äCIÖ$säl1statesof$69 milUol1over
eight yearsaftertlie close ofthetriiiisaction,

0& M expense for Ute Accelerateci DistributiOii(;il'çllit Fl1sIiigPlQgnii across iiU
. states \vil be increased by $1 ~5niilion per yeai:for five years äfter tlieclose ófthe
transaction,..Jmd

extenslon of the O&M investment across allst¡ites for the Saving SAIDI Inithitive for
thrceadditional years atan estiuiatedcost of $2miJlonperyeari

.MBHC and PacifCorp wil supporUheBomievilePoWerAdminislralionin its
deVe1opmentof short-tennproductssuchasCoiiditionaifirm. .Based on the.outcome
frolflJPNsefforts,PacifCorp will inItiate AproceSs tóc:llaboratlvelydesign similar
prodnctsal Pac¡tCoip. PiicifiGorp wilcoiilÙ1uøits PärtialInterini SerVice prodtict
and its tariff provision that allows transmission .Ciistomers to Atterpre-schediiled
transactiotis up to tWenty Jliinlltes bl\fore nnyhour~ lind \villnötifyparties to dÛii
proceeding ifitproposeschangesto t1iese hVo elements ofItsOATI.

1.~
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£xhlblt2xx(D£P-5)

ENEMy GATEWAY

Comparative Costs pet Mile

Gateway Central

345kV

Remall1lng Energy Gatew¡iy

SOOkV

Nevadc: flower's ONLIne
SOOk\,

$801.5/135 z: $5.94mllltm Per mile

$509.6/235 = $2.17 milion pernill

Ässumptlöns:
1. Gatewayc:e.ntrc:IJtivëstmentof$801.S mUllon
2.Seg1'ant.1etigthofi35 miles

3. EnenW GatéWäy Investmentof$li billion

4. Ener8Y ßi)teVJ~lYlengthc:fiQoo miles

s. Nevada PowerìsONlinel!westmentof$SÒ9.6 million
6. On LIne segmentlength of23S miles

. MOhsantoCompany
.Exhibit225 (DËP-5)
Page 1 pf1
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Exhlblt_(OEP)

Western U.S. Proposed 500kV+ Transmission lines
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Gntciway West
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PAC-E-IO-07/Rocky Mountain Power
July 8, 2010
Monsanto Data Request 4.5

Monsanto Datii Request 4.5

What function would the Gateway Central serve if either or both ofthe South and
West segments are not c;ompleted?

Response to Monsanto Data Request 4.5
...

If Gateway South and/or Gateway West were not completed, Gateway Central wil

continue to provide signficat benefits to the Company's customers. Please refer to
pages Di-3 and Di-4 in tie direct testimony of Darll T. Gerrard below,

. Increase the overall transmission capacit)in the existing transmission corridor

betwèen southeasndatö aid nõrthern Utah, where the existirig system has
limited capacity and demonstrted operationallimitations.

. Meet the inediate need to: (I) Improve system reJiabilty in the area and

maintain compliance with national electrcal system reliability standards by
instaîling neW tranmission capacity to ensure the system can sustain
tranSßssion outages northofTeriinal Substation without curiling loads,
generation or impactig PacifiCorp's East Control Area and neighboring

transmission batancingauthorit) areas; and (2) Improve die Company's abilty to
perform mamtenance on trsmission facilties between Populus mid Tennnal
by havhig alternative tranmission path that allow facilties to be taen offline

and maintaied.

. Meet the transmission capacit) and reliabilty requirements to deliver resources

to loads.
. Provide PacifiCorp with greater flexibilt) when considering future planed

resources to meet customers' growmg demands for energy wlnle meeting current
and futue energy requirements that may be mandated by state and federal
regulation.

. Faciltate the integration of potential new energy resources in Wyoming, Utah,

Idatio and Oregon, and help support economic development in those states.

Furher, Gateway Central wil reduce the impacts to customers during system
distubances. Please refer to pages Di-9, Di-l0, Di-Il in the direct testhnony of
Darell T. Gerrard.

Recordolder:
Sponsor:

Darell T. Gerrard

Darell T. Gerrard

Monsanto Company
Exhibit 227 (DEP-7)
Page 1 of 1
Case No. PAC-E-10-07
Witness: Dennis E. Peseau
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1 Q. Please state your name and business address for

2 the record.

3 A. My name is Randy Lobb and my business address is

4 472 West Washington Street, Boise, Idaho.

5 Q. By whom are you employed?

6 A. I am employed by the Idaho Public Utilities

7 Commission as Utilities Division Administrator.

8 Q. What is your educational and professional

9 background?

10 A. I received a Bachelor of Science Degree in

11 Agricultural Engineering from the University of Idaho in
12 1980 and worked for the Idaho Department of Water Resources

13 from June of 1980 to November of 1987. I received my Idaho

14 license as a registered professional Civil Engineer in 1985
15 and began work at the Idaho Public Utilities Commission in
16 December of 1987. My duties at the Commission currently

17 include case management and oversight of all technical
18 Staff assigned to Commission filings. I have conducted

19 analysis of utility rate applications, rate design,
2 a proposed tariffs and customer petitions. I have testified

21 in numerous proceedings before the Commission including

22 cases dealing with rate structure, cost of service, power
23 supply, line extensions, regulatory policy ànd facility
24 acquisi tions .
25 Q. What is the purpose of your testimony in this
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1 case?

2 A. The purpose of my testimony is to summarize the

3 Staff revenue requirement recommendation, introduce Staff

4 witnesses and describe the issues that each will address.

5 i will also discuss treatment of costs associated with the

6 Irrigation Load Control program, rate base treatment of

7 investment associated with the Populus to Terminal

8 transmission line and recovery_ of costs associated with

9 wind resource acquisition.

10 Q. Could you please summarize your testimony?

11 A. Yes. Staff will sponsor ten witnesses in this

12 case to support its recommendation for an overall revenue

13 increase of $14.8 million or 7.3% based on an Idaho

14 jurisdictional rate base of $682.3 million. Staff proposes
15 an overall rate of return of 8.025% and a return on equity

16 of 10%.

17 I will show that the costs of the Irrigation Load
18 Control program assigned to Idaho customers is inequitable
19 when compared to the program benefits received.. I will
20 show that 50% or approximately $401 million of the $802

21 million cost incurred for the Populus to Terminal
22 transmission line is not currently used and useful and
23 should be placed in plant held for future use rather than
24 included in rate base as proposed by the Company. Finally,

25 I will discuss Staff's review of the Company's wind
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acquisition process and my recommendation to include the

cost in rate base as proposed by the Company.

Q. How is your testimony organized?

A. My testimony is organized as follows:

I . Recommenda t ion Summary

II. Introduction of Staff witnesses

III. Case Evaluation

IV. The Irrigation Load Control Program

V. The Populus to Terminal Transmission Line

VI. Wind Resource Acquisition

Recommenda tion Sumary

Q. Could you please summarize Staff's

recommendations in this case?

A. Yes, Staff recommends an Idaho jurisdictional

revenue requirement increase of $14.8 million or 7.3% with

an overall rate of return of 8.025% and a return on equity

of 10% (Company proposed 10.6%). Staff accepts the

Company's proposed historic test year of January 1, 2009

through December 31, 2009 with reasonable proforma

adjustments through December 31, 2010.

Staff rate base adjustments include placing a

portion of the Populus to Terminal transmission line and

the Dunlap I wind project cost in plant held for future use

on the basis that the facilities are not fully used and

useful. Recommended expense adjustments include
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1 elimination of all salary increases and bonuses for 2009

2 and 2010, reductions in pension cost, reductions in annual

.3 power supply costs, removal of costs associated with wind

4 integration and a variety of other smaller adjustments.

5 Staff's recommended revenue requirement adjustments reduce

6 the Company's annual request by $12.89 million.

7 Staff accepts the Company proposed jurisdictional

8 allocation methodology with the exception of the proposed

9 treatment of Idaho Irrigation Load Control program costs.

10 Staff also accepts the Company proposed class cost of

11 service methodology. Based on the Staff revenue

12 requirement proposal, Staff recommends a class revenue

13 spread that largely follows cost of service with revenue
14 increases of 3.06% for irrigation customers, 4.78% increase

15 for residential customers and a 12.94% increase for

16 Monsanto. Staff does not separate Schedule 1 from Schedule
i 7 36 Residential customers for the purposes of class revenue

18 spread.
19 Staff supports the Company's proposed two tiered
20 commodity rate for Residential Schedule 1 customers but

21 proposes seasonal block sizes and a limited increase in the
22 customer charge. Staff recommends an increase in the rate
23 components of other customer classes by the percentage
24 increase in the overall class revenue requirement.

25 Staff recommends that Company DSM expenditures
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1 for 2008 and 2009 be found prudent and that the Commission

2 consider a modification to the base rate/tariff rider
3 method of DSM cost recovery. Staff recommends that costs

4 associated with the Idaho Irrigation Load Control program

5 be treated as system power supply expenses instead of being

6 directly assigned to the Idaho Jurisdiction.

7 Finally, Staff recommends that the Company read

8 electrical meters and disconnect when service at a customer

9 location is discontinued to avoid the loss of revenue for

10 unilled electrical consumption.

11 Introduction of Staff Witnesses
12 Q. Could you please describe Staff's filing in this

13 case?

14 A. Yes. Senior Staff Auditor Cecily Vaughn provides

15 the summary exhibits reflecting Staff's case. She begins
16 with actual audited PacifiCorp system data for the
17 historical 12-month test period of January 1, 2009 through

18 December 31, 2009 with known and measurable changes in and

19 adj ustments to investment and expense levels through
20 December 31, 2010 (the Company case). Ms. Vaughn then

21 shows Staff adjustments and allocates the system adjusted
22 costs to the Idaho Jurisdiction. The resulting Idaho
23 revenue requirement increase is $14.8 million or
24 approximately 7.3%.

25 The revenue requirement proposal provided in
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1 Ms. Vaughn's testimony is based on rate base adjustments,

2 expense adjustments and jurisdictional allocation

3 modifications that she recommends and that are provided to

4 her by other Staff witnesses.

5 Senior Staff Auditor Joe Leckie reviewed a broad

6 cross section of Company investments included in the test

7 year and the Company's proPQsed plant additions through

8 December 31, 2010. Mr. Leckie makes aàjustments to

9 proforma rate base additions, removes a portion of the

10 Dunlop I wind project costs that are not used and useful,
11 reduces the value of the Company's coal stockpile inventory
12 and recommends an adjustment for the Bridger #2 overhaul.

13 Mr. Leckie also makes an expense adj ustment for wind

14 project O&M expenses and supports tax adjustments proposed

15 by the Company.

16 Senior Staff Auditor Donn English addresses
17 revenue requirement adjustments for salaries, pensions,
18 property taxes and office lease expense . He recommends

19 that salaries be adjusted to January 1, 2009 levels to

20 reflect appropriate cost control measures in a weak

21 economy. He further recommends that all bonuses included

22 in revenue requirement be removed. Mr. English recommends

23 an adjustment in pension costs to reflect the appropriate
24 amortization of contributions. Finally, he recommends

25 adjustments to reflect a more appropriate accounting of
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1 property taxes and office lease revenues.

2 Deputy Administrator and Audit Section Supervisor

3 Terri Carlock addresses cost of capital and return on

4 equity. Ms. Carlock recommends a return on equity of 10%,

5 updates the cost of debt and preferred equity, and

6 recommends an overall rate of return of 8.025%. Ms.

7 ~arlock ~lso addresses the Staff's recommended allocation

8 of the Idaho Irrigation Load Control program costs with

9 respect to the Revised Protocol jurisdictional allocation

10 methodology.

11 Senior Staff Engineer Keith Hessing addresses
12 class cost of service and revenue spread among the classes.

13 Mr. Hessing accepts the Company's class cost of service
14 methodology and recommends that all classes, except the

15 lighting classes, be moved to full cost of service as
16 proposed by the Company. Based on the Staff's recommended

17 revenue requirement, Mr. Hessing recommends class revenue

18 changes ranging from a 3.06% increase for irrigation
19 customers, to a 12.94% increase for Monsanto . Residential

20 customers will see an increase of 4.78%.
21 Staff Economist Bryan Lanspery addresses power

22 supply expense including the Company's proposed wind

23 integration adjustment and rate design. Mr. Lanspery
24 recommends that system power supply costs be reduced to

25 reflect removal of uneconomical contracts, modified
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1 treatment of non-firm transmission revenue and

2 recalculation of Bear River hydro generation. He also

3 recommends the Company's proposed expense addition to

4 reflect wind integration cost be removed. The basis for

5 this adjustment is his position that even if these costs

6 were known and measurable, they already flow through and

7 are recovered as part of underlying test year expenses or

8 energy cost adjustment mechanisms. The total revenue

9 requirement impact of these adjustments is $2.65 million on

10 an Idaho jurisdictional basis.
11 With respect to rate design, Mr. Lanspery
12 supports the Company's proposal to implement a two tiered

13 commodity rate design for Schedule 1, residential
14 customers. Rather than the Company proposed year round

15 first block, Mr. Lanspery proposes seasonal first blocks of

16 900 kWh and 700 kWh for summer and winter, respectively.

17 Mr. Lanspery also proposes a $5 Schedule 1 customer charge

18 rather than the $12 customer charge proposed by the

19 Company. Mr. Lanspery proposes a uniform increase in the

20 rate components for all other customer classes.

21 Staff Utility Analyst Gary Grayson addresses the
22 prudency of 2008 and 2009 DSM expenditures and recommends

23 that they be found to have been prudently incurred.

24 Mr. Grayson also addresses the Company's level of anual

25 DSM expenditures and discusses whether the method of cost
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1 recovery through base rates or tariff rider is appropriate.

2 Finally Utilities Compliance Investigators

3 Marilyn Parker and Curtis Thaden address a variety of

4 consumer issues. Ms. Parker recommends that the Company

5 implement a policy of 'meter reading and disconnect when

6 customer accounts close to eliminate unbilled electrical

7 consumption. Mr. Thaden addresses the impact of the

8 economy on the customers of the Company and how customers

9 might better cope with increased utility bills.
10 Case Evaiuation

11 Q. What has been your role in this case?

12 A. My role as Utilities Division Administrator is to

13 oversee the preparation of the Staff case with respect to
14 identification of issues, coordination of Staff position on
15 those issues and development of Staff policy.
16 Q. What are the important policy issues in this

17 case?

18 A. In my opinion the most important policy issues
19 deal with identifying revenue requirement adjustments,

20 assuring that customer benefits properly match assigned

21 costs and customer rates are properly established.
22 Q. How did Staff take the weakened economy, the

23 impact of rate increases on the Company's customers and

24 customer comments into account in preparing for this case?

25 A. The impact of rate increases on customers is
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1 always a consideration of Staff in the preparation of its

2 case. The Staff obj ective is to always obtain the best
3 deal possible for customers. With the weakened economy,

4 the expectation of customers and the approach of Staff is

5 to more aggressively evaluate the Company's request.

6 Staff's recommendations on equity return, elimination of
7 salary increases and bonuses and reasonably limiting cost

~ recovery of investment demonstrates this approach.

9 Q. How did Staff identify its adjustments?

10 A. Staff focused its review on cost of capital,

11 large capital additions and the level of increased
12 operation and maintenance including employee compensation

13 over the last two years. Based on an audit of actual costs

1~ booked during the test year, an evaluation of expense

15 increases as compared to economic cohdi tions and a thorough

16 review of large capital additions, Staf f identi f ied costs
17 that it believed were inappropriate.

18 Q. What policy issues fall into the category of

19 customer ben~fits matching assigned customer costs?

20 A. The issues that I believe fall into this category

21 are the treatment of Idaho Irrigation Load Control program

22 costs and benefits, and the determination of what is "used
23 and useful" with respect to large plant additions. Staff
24 wi tness Carlock and I will address the treatment of
25 Irrigation Load Control program costs and Staff witness
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1 Leckie and I will address the issue of cost recovery

2 associated with the Dunlop I wind project and the Populus

3 to Terminal transmission line , respectively.

4 Q. What are the most important policy issues in this

5 case with respect to rate design?

6 A. I believe there are two important rate design

7 issues in this case. The first is revenue spread to the

8 various customer claSSes and the second is the tiered rate

9 design for Residential Schedule 1 customers. It is

10 important that class revenue requirement reflects class
11 cost of service and rate design reflects cost of service
12 within customer classes. With cost of service in mind and
13 in response to customer concerns, Staff maintained the

14 differential between Residential Schedule 1 and Residential

15 Schedule 36. Staff witness Hessing discusses revenue

16 spread and Staff wit~ess Lanspery discusses rate design.
17 Idaho Irrigation Load Control Program

18 Q. Please explain'. the Idaho Irrigation Load Control

19 program.

20 A. The Idaho Irrigation Load Control program is

21 offereã to Idaho irrigation customers receiving retail
22 electric service under Schedule 10. Participants agree to

23 allow the Company to curtail their electricity usage, and
24 in exchange participants receive credits valued on a per kW

25 basis. The Idaho Irrigation Load Control Program is
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4

1 provided under Schedules 72 and 72A. Schedule 72 is a pre-

2 scheduled service interruption, whereas Schedule 72A is a

3 dispatchable service interruption.

Q. How many Schedule 10 irrigation customers

5 participate in the program?

6 A. In 2009 there were 938 customers participating in

7 the program, or nearly 46% of those eligible.

8 Q. How many Schedule 10 irrigation customers

9 participate in the dispatchable Schedule 72A option?

10 A. In 2009 there were 826 customers participating in

11 the dispatchable option, or approximately 88% of eligible
12 participants. Most of the customers participate under

13 Schedule 72A.

14 Q. Has t~e Idaho Irrigation Load Control program

15 (Schedules 72 & 72A) grown?

16 A. Yes. According to the Company's annual DSM

18

17 reports, the program participation has grown as follows:

19

20

21

Year
2006
2007
2008
2009

Participation
478
405
609
938

Annual MW
51
78

215
276

Q. How have program costs grown since the Company

23

22 started reporting results?
A. According to the Company's annual DSM reports,

24 program costs have increased as follows:
25
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1

2
Year
2006
2007
2008
2009

Program Cost
$ 1,299,129
$ 2,584,508
$ 8,908,216
$11,114,948

Anual % Increase

3
99%

245%
25%

4

5 Q. Has the Company calculated the system benefit of

6 the Idaho Irrigation Load Control program?

7 A. Yes. In its 2009 DSM Report, the Company

8 calculates a system benefit value of over _$20 million for

9 the Idaho Irrigation Load Control program over ten years.

10 Q. Is the Idaho Irrigation Load Control program

11 deemed to be cost effective?
12 A. Yes. According to the Company's 2009 DSM report

13 the Idaho Irrigation Load Control program meets all cost

L4 effectiveness tests including the Total Resource Cost Test

15 (TRC), the Ratepayer Impact Test (RIM) and the Utility Cost
16 Test (UCT).

17 Q. How does the Company propose to treat costs and

18 benefits associated with the Idaho Irrigation Load Control
19 program?

20 A. The Company proposes to directly assign all $11.4

21 million in program cost to customers in the Idaho
22 jurisdiction. The Company then credits or decrements the

23 Idaho jurisdictional demand allocator used in the
24 allocation of system costs to Idaho. The reduced
25 jurisdictional allocat~on factor, reflecting the demand
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1 reducing affect of the Idaho Irrigation Load Control

2 program, benefits Idaho customers by reducing the Idaho

3 jurisdictional revenue requirement.

4 Q. What is the revenue requirement impact of this

5 allocation methodology on Idaho?

6 A. The total proforma cost of the Irrigation Load

7 Control program directly assigned to Idaho is $11.4

8 million. These costs include $7.6 million in program

9 incentive credits paid to customers participating in the

10 Irrigation Load Control program, and $3.82 million in

11 administrative costs. The cost of the incentive payments

12 are recovered through Idaho base rates and the

13 administrative costs are recovered trom Idaho customers

14 through the Customer Efficiency Service Rate Adjustment

15 (Schedule 191, tariff rider).
16 The revenue requirement benefit to Idaho is
17 captured by reducing Idaho's jurisdictional allocation of
18 PacifiCorp system costs. This is accomplished by reducing

19 Idaho's share of system demand to reflect the impact on
20 system demand of the Idaho Irrigation Load Control program.

21 When this demand decrement is applied, Idaho's

22 jurisdictionally allocated revenue requirement is reduced

23 by approximately $7.48 million. The net effect is that
24 directly assigned Idaho program costs of $11.4 million

25 exceed allocated Idaho revenue requirement benefits of
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1 $7.48 million by approximately $3.9 million a year.

2 Q. Is this reasonable?

3 A. No. Idaho receives a reduction of system costs
4 that equate to a program benefit of approximately 66% ($7.5

5 million/$II. 4 million) of the costs. This is unfair when
6 100% of the program costs are directly assigned to Idaho.

7 Q. Does the Company assign any program costs to the

8 system to reflect benefits derived to the system from the

9 Irrigation Load Control program?

10 A. No program costs are directly allocated to the

11 system or other jurisdictions under the Company method.

12 Through the decrement in the demand allocator used to

13 jurisdictionally allocate system costs, other PacifiCorp

14 jurisdictions do receive $7.48 million more in other system

15 costs due to the shift in load responsibility. This amount

16 represents about 66% of total Idaho Irrigation Load Control
17 program costs.

is However, all other PacifiCorp system production

19 costs and thereby production costs avoided by implementing

20 the Idaho Irrigation Load Control Program are normally

21 allocated to jurisdictions other than Idaho at the rate of
22 approximately 94%. Consequently, non Idaho jurisdictions
23 are receiving 94% of the program benefits but only pick up
24 additional system costs equal to 66% of the program costs.

25 Q. How do you propose to treat the Idaho Irrigation
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1 Load Control program costs?

2 A. I propose that the Company treat the program

3 costs as system purchase power cost and allocate them just.

4 as it would any other system power supply expense. This

5 will assure that the costs allocated to each jurisdiction

6 follow the benefits received by each jurisdiction.

7 Q. How does the Company view the capacity provided

8 from the Idaho Irrigation Load Control program in

9 comparison to existing supply side resources?

10 A. The Company identifies the Idaho Irrigation Load

11 Control program as a Class 1 DSM resource defined as

12 follows:
13 Class 1 DSM: Resources from fully dispatchable or

scheduled firm capacity product offerings/programs -
14 Class 1 programs are those for which capacity savings

occur as a result of active Company control or
15 advanced scheduling. Once customers agree to

participate in a Class 1 DSM program, the timing and
16 persistence of the load reduction is involuntary on

their part within the agreed limits and parameters of
17 the program. In most cases, loads are shifted rather

than avoided.
18

19 The Company goes on to identify Class 1 DSM as a

20 resource type with its other supply side resources in
21 Table 5.6 - Capacity Ratings of ~xisting Resources, as part
22 of its 2008 IRP.

23 Q. What is the revenue requirement effect of

24 treating Idaho Irrigation Load Control program costs as a

25
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1 system power supply expense in jurisdictional cost

~ allocation?

3 A. Idaho's net revenue requirement would be reduced

4 . by approximately $3.25 million when Idaho Irrigation Load

5 Control program costs previously collected through the

6 tariff rider are included. The reduction in revenue

7 requirement collected from Idaho would be collected from

8 PacifiCorp's other jurisdictions through the dynamic system

9 cost allocation of additional system power supply expenses

10 under the Staff's proposal. This proposed distribution of
11 Class 1 Irrigation Load Control program costs more

12 accurately and fairly matches system benefits with system

13 costs.
14 Q. Does your recommended treatment of the Irrigation

15 Load Control program costs violate the Revised Protocol

16 jurisdictional allocation methodology?

17 A. I do not believe treating these Idaho Irrigation

18 Load Control Class 1 DSM expenditures as system prqduction

19 costs violates the intent of the jurisdictional allocation
20 methodology. The Company views this program as comparable

21 to production resources in its IRP and the size of this
22 program has grown by 300% since Revised Protocol was

23 approved. Moreover, I believe that the magnitude of the
24 program costs relative to the size of the Idaho
25 jurisdiction makes situs cost recovery difficult when
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1 benefits are based on reduced allocation of unrelated

2 system costs. Staff witness Carlock provides additional

3 testimony regarding treatment of Idaho Irrigation Load

4 Control program costs in conjunction with the Revised

5 Protocol Allocation methodology.

6 Populus to Terminal Transmission

7 Q. What is the Populus to Terminal Transmission

8 line?

9 A. The Populus to Terminal transmission line is the

10 first of eight proposed new high voltage transmission

11 segments that will make up PacifiCorp's Energy Gateway

12 Transmission Expansion proj ect. Energy Gateway consists of

13 Gateway West, Gateway South and Gateway Central. Populus

14 to Terminal is one of three segments that make up Gateway

15 Central. It is a dual circuit 345 kV, 135 mile long high

16 voltage transmission line stretching from Downey, Idaho to

17 Salt Lake City, Utah.
18 Q. What is the cost of the Populus to Terminal

19 project and how does it compare to the overall estimated

20 cost of Energy Gateway and the transmission plant in

21 service of PacifiCorp?
22 A. The total cost of the 135 mile Populus to

23 Terminal proj ect is $802 million. In 2008, the 1700 mile
24 Energy Gateway project was estimated at over $4 billion.
25 In 2010, Energy Gateway is described as a 2000 mile long
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1 proj ect at an estimated cost of approximately $6.6 billion.

2 pacifiCorp currently has only $2.2 billion in transmission

3 plant in service.
4 Q. What does the Company request in terms of cost

5 recovery for Populus to Terminal in this case?

6 A. The Company requests that the entire cost of the

7 Populus to Terminal project, or approximately $802 million,

8 be placed in rate base as part of this case.
9 Q. How does the Company justify construction of the

10 Populus to Terminal transmission line and including all of
11 the project cost in rate base in this case?
12 A. The Company describes the Populus to Terminal

13 transmission segment as a "key element in Gateway Central",

14 which is described as an "essential reliability backbone
15 allowing Gateway West and Gateway South to operate at a

16 higher reliability and an overall higher capacity". The
17 Company maintains that the Energy Gateway investment will

18 support future generation resource development. Cupparo

19 Di., p. 7, line 8
20 Q. What is the Company's estimated time frame for

21 completion of the Energy Gateway Transmission expansion

22 project?
23 A. The original estimate in February of 2008 was for

24 completion of Gateway South in 2013 and Gateway West in

25 2014. 2010 estimates now show completion of Gateway South
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1 in the 2018 to 2020 time frame and Gateway West in the 2014

2 to 2018 time frame.

3 Q. Does the Company provide other justification for

4 its proposed treatment of the Populus to Terminal

5 transmission costs?

6 A. Yes. The Company maintains that the proj ect

7 satisfies a Mid American Energy Holdings Company (MEHC)

9 Path C. The Company also maintains that overall

8 merger commitment to improve the transfer capability over

10 reliability is improved and the Company can cover reserve

12

11 requirements without building new generation.
What was the commitment by PacifiCorp to improveQ.

13 transfer capability over Path C as part of the MEHC merger?

14 A. The Path C upgrade commitment as stated in

15 Commission Order No. 29998 (Case No. PAC-E-05-08) issued in

16 March of 2006 was as follows:

18

17 Path C Upgrade (-$78 million) - Increase Path C
Capacity by 300 MW (from S.E. Idaho to Northern Utah) .

19

20

21-

22

23

24

25

The target completion date is 2010.
· Enhances reliability because it increases

transfer capability between the east and west
control areas,

· facilitates the delivery of power from wind
proj ects in Idaho, and

· provides PacifiCorp with greater flexibility and
the opportunity to consider additional options
regarding planned generation capacity additions.

Q. As constructed, does the Populus to Terminal

Transmission line simply fulfill the Path C Commitment?

A. No. The Populus to Terminal proj ect was
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1 oversized to satisfy the future requirements of the Energy

2 Gateway Transmission Expansion project. Rather than the

3 300 MW specified in the MEHC merger commitment, the Populus

4 to Terminal project provides 700 MW of immediate additional

5 capacity and 1400 MW of additional future capacity. Rather

6 than $78 million, the project actually cost $802 million or

7 over ten times the estimated cost identified in the MEHC

8 merger commitment.
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3

4

5

6 Q. What is your recommendation in this case for

7 treating the costs of the Populus to Terminal transmission

8 line?

9 A. As Staff stated in its comments filed in

10 Certificate Case No. PAC-E-08-03, Uthe actual costs subject

11 to recovery from Idaho ratepayers (related to the Populus

12 to Terminal 345 kV transmission line proj ectJ will not be

13 determined until the proj ect is completed, costs are fully
14 known and proj ect usefulness is fully quantified." I
15 recommend that 50% or approximately $401 million of the

16 investment in the Populus to Terminal transmission line be
17 allowed in rate base as part of this case and 50% or the
18 remaining $401 million be classified as capacity not yet
19 uused and useful" and placed in plant held for future use.

20 This recommendation is justified based on the undisputed
21 fact that the project is oversized and will not be fully
22 utilized unless or until Energy Gateway is completed.

23 Given the changing economic conditions and the planned

24 delays in completion dates of future Energy Gateway

25 segments, it is unclear and speculative when or if the full
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1 benefits of the Populus to Terminal investment will accrue

2 to Idaho customers.

3 The 50% distribution between rate base and plant

4 held for future use was determined based on a usable

5 capacity of 700 MW out of a total design capacity of 1400

6 MW. Additional justification for the distribution includes
7 a cost per mile that is twice that of the remaining Energy

8 Gateway segments and a standalone economic analysis that I

9 believe over estimates the cost of transmission

10 alternatives. The rate base and reve~ue requirement impact

11 of this adjustment is presented in the testimony of Staff

12 witness Vaughn.

13 Q. Could you please summarize your testimony on

14 Populus to Terminal cost recovery?
15 A. Yes. The Company has made it clear through the

16 testimony of Mr. CUpparo and Mr. Gerrard and responses to

17 numerous production requests that Populus to Terminal was

18 constructed in large part to provide the potential future
19 benefits that only completion of Energy Gateway can

20 ultimately ensure. The capacity oversizing of Populus to

21 Terminal i$ designed for future use and that oversized
22 portion of the Company's investment is not presently "used

23 and useful". Under Idaho Code § 61-502A, rate basing of

24 investment that is not presently "used and useful" in
25 providing utility service is prohibited. While some of the
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1 project costs are justified by benefits customers receive

2 today, 50% of the costs incurred do not generate current

3 benefits. It is unfair and inappropriate for current Idaho

4 customers to pay today for benefits that may only become

5 available when Energy Gateway is completed and Populus to

6 Terminal is fully utilized. Therefore, approximately $401

7 million of the Populus to Terminal project costs should be

8 placed in an account containing plant held for future use,

9 Account No. ios.

10 Wind Resource Acquisition

11 Q. Has Staff reviewed PacifiCorp' s acquisition of

12 new wind resources for which it requests cost recovery in
13 this general rate case?
14 A. Yes, under my direction, Staff reviewed four

15 separate wind acquisition processes. First, Staff reviewed
16 acquisition of the Seven Mile Hill, Glenrock, Rolling
17 Hills, Seven Mile Hill II, Glenrock III, High Plains and

18 McFadden Ridge I proj ects. Together, these resources
19 provida a nameplate capacity of approximately 483 MW, and

20 represent an investment by PacifiCorp of $1.04 billion.
21 Acquisition of these resources is consistent with the
22 Company iS 2004, 2007, and 2008 Integrated Resource Plans

23 (IRPs). Staff reviewed the economic analysis conducted by

24 the Company for each of these resources and concluded that

25 each is cost effective and was prudently acquired.
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Next, Staff reviewed the Company i s resource

acquisitions in the 2008R, 2008R-1, and 2009R Request for

Proposal (RFP) process. In the 2008R RFP, PacifiCorp

signed a 20-year power purchase agreement (PPA) for the

energy and renewable energy credits (RECs) from the 99 MW

Three Buttes project. In the 2008R-1 RFP, a 20-year PPA

was negotiated for energy and RECs from the 20~ MW Top of

the World project, and in the 2009R RFP the 111 MW Dunlap-I

project, a $261 million Company-owned benchmark project,

was selected. Staff carefully review~d all price and non-

price analysis conducted by the Company in each RFP

process, including a detailed review of the modeling used

to evaluate and score all of the short-listed bids

submitted under each RFP. In addition to the Company's owñ

analysis, Staff also reviewed all reports prepared by

independent evaluators hired to monitor and evaluate the

2008R-1 and 2009 RFP processes. In each of those RFP

processes, the independent evaluators concluded that the

selected proposals represented the resources with the

greatest net benefits to customers; that the processes were

fair and competi ti ve; that the selected proposals
represented the lowest cost alternatives for customers,

wi th an accounting for risk.

Q. What do you conclude based on Staff i s review of
the wind projects?

CASE NO. PAC-E-10-07
10/14/10

LOBB, R. (Di) 30
STAFF



1 A. Based on Staff i s review, I conclude that all of

2 the new wind resources acquired by PacifiCorp, both those

3 that are Company-owned and those for which the output is

4 purchased under PPAs, were competitively acquired, are

5 consistent with Company IRPs, and are prudent. Costs for

6 acquisi tion of each Company-owned proj ect should be allowed

7 to be included in rate base~ and costs associated with each

8 of the PPAs should be included in the ~ompanyl s revenue

9 requirement.

10 Q. Does this conclude your direct testimony in this

11 proceeding?

Yes, it does.12

13

14

15

16

17

18

19

20

21
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25
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1O-035-89/Rocky Mountain Power
October 7,2010
UIEC Data Request 5.1

UIEC Data Request 5.1

Please confirm that the data for the five effective dates indicate that, on average,
(a) Network transmission service represented 63.52% of total

firm usage of the PacifiCoIp transmission system,
(b) PacifiCoIp retail load represented 55.8% total firm usage of

the PacifiCoIp transmission system, and

(c) Firm Point-to-Point transmission service represented
36.48% of total firm usage of the PacifiCoIp transmission system.

(d) For each of the previous statements that PacifiCoIp canot
confirm, please explain why it canot confir and provide the correct data and

percentages.

Response to UIEC Data Request 5.1

Based on PacifiCoIp's review of the attached spreadsheet, we believe there are
data errors. When corrected, the correct values should be:

(a) Network transmission service represents 63.59% of total fir usage of the
PacifiCoIp transmission system.

(b) PacifiCoIp Commercial & Trading's network integration transmission
service, some of which is used by the customer to facilitate its retail
load service, represents 55.29% total fir usage of the PacifiCoIp
transmission system.

(c) Firm point-to-point transmission service represented 36.410% oftotal fir

usage of the PacifiCoIp transmission system.
(d) See above.

"



1 0-035-89/Rocky Mountain Power
October 7,2010
UIEC Data Request 5.4

UIEC Data Request 5.4

Please state the amount of system revenue requirement allocated to firm uses of
the PacifiCorp transmission system other than retail load in its most recent FERC
OATT filing.

Response to UIEC Data Request 5.4

The amount of system revenue requirement allocated to firm uses of the
PacifiCorp transmission system is $242,358,039. Please refer to Attachment H of
PacifiCorp's Open Access Transmission Tarff ("OATT"):

htt://ww.oasis.pacificorp.com/oasis/ppw/PACRestatedOATT20 1 00219 .pdf.

Transmission system revenue requirement is not allocated to retailload directly.
It is allocated to firm uses of the transmission system, including Network
Integration Transmission Service, which is used by PacifiCorp commercial &
trading as a trnsmission customer to facilitate its retailload service.

As PacifiCorp has previously explained (Please refer to the Company's response
to UIEC Data Request 2.12, dated Apri127, 2010.), it no longer makes separate
fiings at the Federal Energy Regulatory Commission to update Load Ratio Share
allocations of transmission revenue requirement. Please refer to the below lin
for PacifiCorp's most recent updaTe:

htt://ww.oasis.pacificorp.com/oasis/ppw/LRSCurrent20 1 0080 l.pdf



1O-035-89/Rocky Mountain Power
October 7,2010
UIEC Data Request 5.5

UIEC Data Request 5.5

Please state the amount of system revenue requirement credited to the PacifiCorp
transmission system annual revenue requirement in the numerator of the network
transmission rate calculation as part of its most recent FERC OATT fiing.

Response to UIEC Data Request 5.5

Transmission system revenues for non-firm and short-term uses of the
transmission system are credited to the numerator when setting the overall
transmission revenue requirement calculation. PacifiCorp canot provide a
curent amount of revenue credit because it has not yet fied a rate case.

Please refer to the ~ompany' s response to UIEC Data Request 1.36 for more
information regarding the last 1995 transmission rate case filing and the planed
2011 filing.



1O-035-89/Rocky Mountain Power
October 7,2010
UIEC Data Request 5.7

UIEC Data Request 5.7

Please state the time interval on which PacifiCorp's network rate calculation is
updated in order to reflect long-term firm service in the denominator and revenue
credits in the numerator.

Response to UIEC Data Request 5.7

PacifiCorp's network load ratio share calculation is updated in order to reflect
changes in fi uses of the trnsmission system. Please refer to PacifiCorp's
Business Practice #52 at the following linle
htt://ww.oasis.pacificorp.com/oasis/ppw/BP52.pdf

Load ratio share updates allocate PacifiCorp's curent transmission revenue

requirement among fi users of the transmission system based on their relative
demand. Non-firm uses of the transmission system are not revenue credited in the
calculation of load ratio share. Please refer to the Company's response to UIEC
Data Request 5.5.



1O-035-89/Rocky Mountain Power
October 7, 2010
UIEC Data Request 5.8

UIEC Data Request 5.8

Please state how often (the time interval on which) PacifiCorp's Utah retail rates
are updated in order to reflect revenue credits for uses of the PacifiCorp

transmission system other than for retail load.

Response to UIEC Data Request 5.8

PacifiCorp's Uta retail rates are updated though rate filings with the Uta Public
Service Commission. There is no specific time interval on which rates are
updated.



10-035-89/Rocky Mountain Power
October 7, 2010
UIC Data Request 5.9

UIEC Data Request 5.9

Please confrt that the data in the categories of Network Service (12-cp) and

Point-to-Point (contract demand) in PacifiCorp's filings are intended to include all
firm usage of the PacifiCorp transmission system that are reflected in the
denomiator of PacifiCorp's calculation of its Network Transmission Rate. If
not, please explain why not and supply the correct characterization of the data.

Response to UIEC Data Request 5.9

Confirmed.



1O-035-89/Rocky Mountain Power
October 7,2010
UIEC Data Request 5.11

UIEC Data Request 5.11

Please confirm that the data for the five effective dates indicate that, on average,
Utah retail load represented 40.14% ofPacifiCoip's network transmission service
or 25.5% of the long-teri firm usage of the PacifiCoip transmission system. If
not, please explain why not and provide the correct data.

Response to UIEC Data Request 5.11

Based on PacifiCoip's review of the attached spreadsheet, we believe there are
data errors. In addition, the question refers to five effective dates when there are
six provided. When corrected and assuming the question meant six:

On average, Utah retail load represented 40.14% ofPacifiCoip's network
transmission service. The average Utah retail load represented 22.423% of
PacifiCoip total transmission system load.



1 0-035-89/Rocky Mountain Power
October 7,2010
UIEC Data Request 5.12

UIEC Data Request 5.12

Please state whether it is reasonable to assume that PacifiCorp retail load wil
continue to represent approximately 55.8% of total finn usage of the PacifiCorp
transmission system as measured by PacifiCorp in calculating network
transmission rates under its OATT.

(a) If not, please state what percentage of the total firm usage

of the PacifiCorp transmission system is projected to be represented by

PacifiCorp's retail load.

(b) If so, please explain how PacifiCorp's allocation to its retail

loads of 100% of the revenue requirement associated with its existing and
proposed network transmission facilities (subject to revenue credits) can be said
to be consistent with:

(i) The 55.8% usage of the PacifiCorp transmission
system attbuted to those retail customers in its FERC OA IT filings.

(ii) The benefits that retail customers. derive from the

PacifiCorp transmission system.

Response to UIEC Data Request 5.12

It is not





1O-035-89/Rocky Mountain Power
October 22, 2010
UIEC Data Request 10.2

UIEC Data Request 10.2

In response to UIEC Data Request No.3, you provided to us a number of point-
to-point transmission agreements. Those point-to-point transmission agreements
appear to be issued under the name of PacifiCorp Commercial and Trading, a
wholesale transmission customer. Please explain why the point-to-point
transmission rights are in the name ofPacifiCorp Commercial and Trading.

Response to UIEC Data Request 10.2

PacifiCorp interprets this question to refer specifically to UIEC Data Request
3.12.

PacifiCorp Commercial and Trading is the name of a wholesale transmission
customer with whom PacifiCorp Transmission has contracted for point-to-point
agreements. Commercial and Trading is the name of the marketing fuction
division within PacifiCorp Energy.



1 0-035-89/Rocky Mountain Power
October 22,2010
UIEC Data Request 10.4

UIEC Data Request 10.4

(a) What is the sum of the capacity covered in the point-to-point contracts which
are presently outstading (b) plus that of the new contracts expected to be
executed in the next 5 years? (c) What is the capacity of each of the
contracts?

Response to UIEC Data Request 10.4

(a) 5231 MW
Note: PacifiCorp interprets "outstading" to mean presently executed
contracts.

(b) Unkown. PacifCorp canot predict futue customer requests for service or
willngness to accept contract offers.
Note: PacifiCorp interprets "new contracts" to mean any new contracts for
incremental service within the next five years.

(c) The capacity is listed within each point-to-point contract which was provided
in the Company's response to UIEC Data Request 3.12.



EXHIBIT 6


