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PROCEEDI NGS

COMM SSI ONER LEVAR:  Good nor ni ng.
We're here in Public Service Conm ssion Docket No.
17-035-39, Voluntary Request of Rocky Mbuntai n Power
for Approval of Resource Decision to Repower W nd
Facilities. Before we go to appearances, are there
any prelimnary nmatters we need to address? |[|'m not
seeing any indications -- Ms. Schm d.

M5. SCHMD: Only that Division
wi tness, M. Thonpson, would request to be put on
today as he has an obligation out of state tonorrow.
And the parties have agreed to that, if that's
acceptable to you.

COW SSI ONER LEVAR: Ckay. And maybe
early afternoon, we'll see where we are on Rocky
Mountain Power's w tnesses and see if there's a need
to take himbefore the conclusion, but we m ght want
to address that in the early afternoon.

M5. SCHM D: Thank you.

COMWM SSI ONER LEVAR:  Thanks. |'11
nmake a note of that. Any other prelimnary nmatters?
I''mnot seeing any, so we'll go to appearances.

We'll start with the Uility.
M5. MCDOWELL: Good nor ni ng,

Chair Levar and Cormm ssioners White and Cark. So
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pl eased to be here this norning. [|I'm

Kat heri ne McDowel I, on behal f of Rocky Muntain
Power, and with nme is nmy partner, Adam Lowney.

COMWM SSI ONER LEVAR:  Thank you. To
the Division of Public Uilities.

M5. SCHM D. Good nor ni ng.

Patricia E. Schmd with the Utah Attorney Ceneral's
Ofice for the Division of Public Uilities. Also,
Justin Jetter is here representing the Division from
AG s office as well.

COW SSI ONER LEVAR:  Thank you.

O fice of Consuner Services.

MR, SNARR Yes. |I'm Steven Snarr
with the AGs office, representing the Ofice of
Consuner Services. Wth ne for this case is
M. Robert More, also with the AGs Ofice and
representing the Ofice of Consuner Services.

COW SSI ONER LEVAR: Ut ah Associ ation
of Energy Users?

MR, RUSSELL: Good norni ng.

Phillip Russell on behalf of UAE.

COMWM SSI ONER LEVAR:  Any ot her
appear ances?

M5. HI CKEY: Yes, sir. (Good norning,

M. Chai rman and Conm SSi oners.
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Li sa Tornoen Hi ckey. | represent the Interwest

Energy Alliance. Wth ne to ny right is
Mtch Longson, also representing Interwest.

COW SSI ONER LEVAR:  Thank you. Any
ot her appearances or other prelimnary issues from
anyone? |'mnot seeing any indication, so I'll go
to Ms. McDowel I .

M5. MCDOWELL: Thank you so much.
Before we call our first witness, can | approach and
gi ve you our exhibit list?

COW SSI ONER LEVAR:  Certainly. It's
just a list of exhibits? Do the other parties have
that list? Just nake sure our court reporter gets a
copy of that also.

M5. MCDOWELL: |'ve given it to them
Thank you. W call M. Gary Hoogeveen.

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

DI RECT EXAM NATI ON
BY M5, MCDOAELL

Q Good norning, M. Hoogeveen.
A Good norni ng.
Q Can you state your nanme and spell it for

t he record?
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A Gary Hoogeveen, G a-r-y, last nane,

H 0-0-g-e-v-e-e-n.

Q M . Hoogeveen, how are you enpl oyed?

A | am Seni or Vice President and Chief
Commercial Oficer with Rocky Mountain Power.

Q In that capacity, have you prepared or
adopted testinony in this proceedi ng?

A | have.

Q And is that testinony the direct rebuttal
and suppl enental direct testinony of Ci ndy Crane,
and then the supplenental rebuttal testinony of

Gary Hoogeveen?

A That's correct.

Q Do you have any changes or corrections?
A | do not.

Q If | asked you the questions that are in

that testinony, would your answers here be the sane?
A Yes, they woul d.

M5. MCDOWELL: Conmi ssioners, would
you like me to offer these at the tine that I'm
presenting the witness, or do we stipulate them al
in at one tine?

COW SSI ONER LEVAR:  There have been
occasi ons where we've done a stipul ation, but I

think typically parties nmake notions to present each

Litigation Services | 800-330-1112
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1 Withess's testinmony as we go. Unless there's been

2 an agreenent anong the parties to do it en masse.

3 M5. MCDOWELL: So we would offer the
4 direct rebuttal, supplenental direct testinony, and
5 suppl enental rebuttal testinony as previously

6 i dentified.

7 COMWM SSI ONER LEVAR: | f anyone

8 objects to this notion, please indicate to ne. |'m
9 not seeing any objections, so the notion is granted.
10 M5. MCDOWELL: Thank you.
11 BY Ms. MCDOWELL:
12 Q M . Hoogeveen, have you prepared a summary
13 of your testinony today?
14 A | have.
15 Q Can you pl ease present your summary to the
16 Commi ssi on?
17 A Good norni ng, Chairman LeVar,
18 Conmmi ssi oner O ark, Conm ssioner Wiite. As Senior
19 Vice President and Chief Commercial Oficer of Rocky
20 Mountain Power, |'m pleased to serve as the
21 Conpany's policy witness in this case. | appreciate
22 the opportunity to testify in support of the
23 Conpany' s request for approval of its resource
24 decision to repower 12 wind facilities with install
25 capacity of approximately 1,000 negawatts. | also

Litigation Services | 800-330-1112
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want to thank the Comm ssion, the staff, and all

parties in this case for their extensive work
| eading up to this -- today's heari ng.

| believe that repowering is a great
opportunity for our custoners. By using production
tax credits -- or PTC -- benefits to upgrade the
conpany's wind fleet, we can reduce production
costs, increase reliability, and deliver significant
savi ngs to customners.

W estimate that repowering will cost
approximtely $1 billion -- which, by the way, is
2.4 percent less than our original filing -- but it
will generate $1.26 billion of production tax
credits over ten years.

Wth nme today are key team nenbers who

have worked very hard over the |ast year to deliver
this opportunity to our custoners: Vice president
of resource -- excuse nme -- Vice President of
Resource and Conmercial Strategy, M. Rick Link;
Director of Renewabl e Devel opnent,
M. TimHenstreet; Vice President, CFO and
Treasurer, M. N kki Kobliha; and Vice President of
Regul ation, Ms. Joelle Steward.

So what is repowering? |If I may, it's a

sinple wi nd turbine upgrade that adds new rotors

Litigation Services | 800-330-1112
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1 with | onger bl ades and new nacelles with rage 13
2 hi gher-capacity generators to existing towers. [If |
3 may, |'Il use a sinple anal ogy, albeit an inperfect
4 anal ogy, but | think it's helpful. Repowering is

5 i ke reinvesting in and expandi ng your honme. Let's
6 suppose your current home was agi ng and experienci ng
7 I ncreased mai ntenance costs. In addition, let's

8 suppose your famly would benefit froma |arger

9 home. Finally, let's suppose that there were
10 significant federal tax credits available for hone
11 upgrades. In such a case, you m ght gut your
12 exi sting hone and replace it with entirely new

13 appl i ances, and updated, and even upgraded

14 furnishings. You m ght replace your 10-year-old

15 inefficient furnace with a new high-efficiency

16 nodel .  You m ght even expand your house by addi ng
17 on a new room That, sinply, is repowering. You
18 keep the foundation and the towers -- the shell of
19 the old house -- and upgrade the technology in the
20 new nacel l es -- the new furnace and appliances --
21 and you even do so with |larger bl ades that produce
22 nore energy -- the expanded new room And to top it
23 all off, the entire cost of upgrading your hone is
24 nore than paid for by federal tax credits. You get
25 a bigger, newer, upgraded hone for free.

Litigation Services | 800-330-1112
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Repowering will result in energy

production at the | owest reasonable costs to our
custonmers and neets the public interest standard
under the Conmm ssion's resource approval |aw.

Repowering has five main benefits: First,
repowering increases the energy production of the
Conpany's wind fleet by an estinmated 26 percent. W
hired an engineering firm Black & Veatch, to help
us substantiate that estimate. They used
mllions -- literally mllions of data points from
our actual operation of our facilities. This
i ncreased energy translates into approxi mately 750
gi gawatt hours annually before 2037, and after 2037,
3,500 gigawatt hours annually. And that's from 2037
to the depreciable Iife of 2050.

Second, repowering reduces ongoi ng capital
costs, for exanple, by providing a two-year warranty
on all the new turbines.

Third, it extends the useful life of the
wind facilities by up to 13 years.

Fourth, it enhances vol tage support and
power quality.

And fifth, it requalifies our wnd
facilities for 100 percent of PTCs for another ten

years.
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www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG DOCKET NO. 17-035-39 - 05/03/2018

© 00 N o o b~ w N P

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

. . Page 15
Quantifying these benefits shows present

val ue savi ngs between $1.14 billion and

$1.48 billion over the life of the facilities,
again, conpared to project costs of $1.1 billion,
this clearly denonstrates that repowering is very
much in the best interest of our custoners.

The Conpany recogni zes that full PTC
qualification is critical to delivering the benefits
to repowering to our custoners. For this reason,

t he Conpany has agreed to guarantee PTC benefits,
except in extraordinary cases |ike change in | aw or
force mmj eure.

The Conpany has al so worked hard to ensure
it will neet the three factors for PTC
qualification. Let ne describe them | think of
them as, you have to start by wi nd, you have to
finish by wind, so a little nore on that. So you
have to start by wind is really the 5 percent "safe

har bor, "™ how we qualify. According to the IRS tax

| aws, you have to purchase at |east 5 percent of the
cost of the facilities in 2016, which we did in
Decenber of 2016. In fact, we purchased enough to
cover a little nore than 6 percent, so that's

clearly covered. For the finish by wnd, we are on

track to finish these by the end of 2020, which they

Litigation Services | 800-330-1112
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have to be finished by 2020 in order to qualify. 1In

fact, we plan to have 11 of the 12 facilities online
in 2019, nore than a year ahead of tinme, so it
clearly qualities. The 12th one is Dunlap, and we
have chosen to do that in 2020 to maxi m ze the
current PTC benefits for custoners.

And then, finally, 80/20 rule. W
retai ned Ernst & Young to verify that the val ue of
the retained equi pnment is |less than 20 percent of
total value of the facility. So in ny exanple, that
woul d have been the foundation, the walls, the shel
of the house has to be | ess than 20 percent than the
total value of the new facility.

Qur anal ysis shows that repowering is
likely to | ower costs to customers in any reasonable
forecast. The Conpany |ooked at this in two ways:
Total project basis and then on a
facility-by-facility basis using two different
nodel s, nine price scenarios, and nultiple
sensitivities. Wile the various scenarios are used
to nmeasure risk, the Conpany strongly urges the
Commi ssion to principally rely on the medi um nmedi um
case. And that's the nedium natural gas forecast
and nmedium CO2 forecast. This forecast is based on

the Conmpany's official forward price curve, which is

Litigation Services | 800-330-1112
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currently used for setting Utah rates and avoi ded

costs.

Through the life of the repowered
facilities, the Conpany shows net benefits of
$273 mllion. So that's, again, through the life of
the facilities, which we have as 2050. Through
2036, the Conpany shows net benefits of between
$189 million and $204 mllion. On a
project-by-project review, all facilities show net
benefits through 2050. Al facilities, except
Leani ng Juni per, show net benefits through 2036.
2036 is the IRP tinme frane, 2050 being the entire
life of the assets. And Leaning Juniper, in 2036,
is really a break-even. It's a zero-cost,
zer o- benefits.

The 2036 analysis, | want to point out, is
conservati ve because it does not consider
substantial benefits in years after 2036, in which
the current turbines would reach their depreciable
end of life and be shut down. So the 2036 anal ysis
really doesn't consider or incorporate any of those
benefits. Because of that, we believe that the
Leani ng Juni per deci sion should be nmade to go
forward with it.

Wil e the DPU, OCS, and UAE oppose
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repowering, their own analyses actually confirmthat

repowering will reduce costs to custoners. Under
t he nedi unf nedi um case, DPU shows net benefits for
all facilities except Leaning Juniper. | understand
that the Comm ssion also reviews risk in determ ning
whet her repowering is in the public interest. The
Conpany' s extensive scenari o nodeling addresses
price and policy risk, and its substantial nodeling
of historical wi nd operations addresses perfornmance
risk. W delayed this case to address tax risk, and
the results of tax reformare now reflected in our
econom ¢ nodel s.

Thanks to our excellent project team
ot her risks have steadily decreased as this project
has taken shape. Virtually all of the turbine
equi pnrent and installation costs are now fixed or
near final. The turbine contracts provide
production and avail ability guarantees, making
production estimates nore certain. The CGE contract
for the eight Womng facilities includes full
damages if GE fails to neet the deadline for PTC
eligibility; the Vestas agreenent for the other four
facilities has |iquidated damages, or LDs, to deter
construction delays. The eight Womng facilities

are covered by a full-service agreenment with GE
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nmeani ng that the costs for O&M for the first ten

years after repowering are fixed.

Permtting risk is largely revolved. The
Conpany has filed for permts for 11 of the 12 w nd
facilities and expects to conplete permtting for
the final facility soon

And finally, engineering studies are
substantially conplete, nmeaning that this project is
now ready to nove forward once the Conpany receives
regul atory approval fromthis Comm ssion and from
the Wom ng Conm ssion, where a partial stipulation
i's now pending. The Idaho Conm ssion approved the
Conpany's stipulation in Decenber 2017.

Gven the lowrisk profile of the
repowering project and the substantial savings it
prom ses to deliver to custoners, there's sinply no
justification for inposing the onerous conditions
proposed by sone parties in this case, or for
approving only a portion of the project. The
anal ysis shows that not repowering or repowering
only sonme of the facilities, is likely to result in
hi gher energy production costs to our custoners,
contrary to the public interest considerations in
this resource approval statute.

As the project noves forward, the Conpany
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1 will prudently respond to new i nformation and rage <0
2 changed conditions. |In the event of a nmmjor change
3 in circunstances, including project-specific
4 changes, the Conpany will return to the Conm ssion
5 for an order to proceed under section 54-17-404.
6 The Conpany has commtted to delivering
7 the near-term benefits of repowering to custoners
8 Wi thout an inmmedi ate rate increase. Through the
9 resource tracking nechanism or RTM the Conpany
10 wll align the benefits and costs of repowering and
11 pass along net benefits to custoners, but not net
12 cost s.
13 For the future energy needs of our U ah
14 custonmers, | firmy believe that wind repowering is
15 a prudent and beneficial investnent, and its
16 i npl enmentation is in the public interest.
17 Respectfully, | ask the Comm ssion to approve,
18 1) the resource decision to repower the 12 w nd
19 facilities included in the Conpany's request, and
20 (2) the recovery of the remaining costs of the
21 | egacy equi pnent. That concludes ny sunmary.
22 M5. MCDOWELL: Thank you,
23 M. Hoogeveen. This witness is available for
24 Cross-exam nati on.
25 COW SSI ONER LEVAR:  Thank you.
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Ms. Schm d, does the Division have any questions for

M . Hoogeveen?
M5. SCHM D: W do.
CROSS- EXAM NATI ON
BY Ms. SCHM D.

Q Good nor ni ng.

A Good norni ng.

Q The application discusses wind projects in
various states. |Is there an agreenent anong the
states and the state comm ssions as to how expenses
and al location of costs with this requested approval
wi | I be handl ed?

A The al l ocation of costs wll be handl ed
t hrough the typical allocation process, which is
agreed through -- currently through the MSP 2017
pr ot ocol .

Q And the 2017 protocol has been extended
t hrough Decenber 31st, 2019; is that correct?

A Subj ect to check, | believe that's
correct.

Q So after December 31st, 2019, we don't
have an agreenent; is that correct?

A That's correct.

Q You nentioned the stipulation in |daho

that has been approved and the stipulation in
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1 Wom ng that is pending. |'mnot going to ask yzﬁ?e “
2 any questions about those because they were

3 settlenents, except that | will ask you if you wll
4 accept DPU Cross-Exhibit 1 and DPU Cross-Exhibit 2

5 which I will represent to you to be a copy of the

6 | daho stipulation, and at the back of DPU Exhibit 1,
7 there's a copy of the Idaho order. And | will note
8 that the Idaho order did require a suppl enental

9 filing if the tax | aw changed, and Rocky Muntain
10 Power has made that, but | have not included that in
11 this packet. And then, if you will accept, subject
12 to check, that DPU Exhibit No. 2 is the Woni ng

13 stipulation which, as you said, is pending.

14 A That appears to be so.

15 M5. SCHMD: 1'd like to nove for the
16 adm ssion of DPU Cross-Exhibits 1 and 2.

17 COMWM SSI ONER LEVAR: | f any party

18 obj ects, please indicate to ne.

19 M5. MCDOWELL: No objection.
20 COMM SSI ONER LEVAR:  |'' m not seeing
21 any objection, so the notion is granted.
22 (DPU Cross-Exhibits Nos. 1 and 2 admtted.)
23 BY M5. SCHM D
24 Q In your sunmary and in your testinony, you
25 tal ked about mtigation of risks. You said that the
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1 Conpany woul d guarantee -- and |I'Il use that ter?ﬁge e
2 qualified -- risks of the PTCs not occurring except
3 for extraordinary circunstances outside the

4 Conpany's control. |Is that a fair representation?
5 A That's fair. W've carved out change of

6 | aw and force mmjeure.

7 Q If there is a change in law and it is

8 sonet hing that the Conpany has not agreed to -- a

9 ri sk the Conpany has not agreed to assune, who
10 assumes that risk? 1Is it true that it's the
11 rat epayers?
12 A It would be the normal course of

13 proceedi ngs between utility custonmers and the

14 Conmm ssion, that's correct.

15 Q Is it likely that the Conpany woul d seek
16 to have the ratepayers absorb or pay for any

17 di screpanci es or differences?

18 A Per the normal course of business, when we
19 shoul d incur a cost that's outside of our control
20 that hasn't been agreed to in a separate settl enent,
21 yes, that would nost likely be filed for recovery.
22 COW SSI ONER LEVAR:  Ms. Schmid, |I'm
23 sorry. | think we need one nore copy of Exhibit 1
24 up here.
25 BY Ms. SCHM D
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1 Q And | have sone questions that refer t%age “

2 M. Peaco's testinmony. Do you have his testinony in

3 front of you?

4 A | do not.

5 Q Ckay. This is not a cross-exhibit, but it

6 is portions of M. Peaco's testinony that |'ve had

7 copi ed for your convenience. And | will represent

8 that they are true and accurate copies of his

9 testinony. |I'Il give you just a mnute. This is on

10 white paper and the title does say Confidential, but

11 there is no confidential information in the portion

12 that |'ve copied. So if you would, turn to |line 565

13 of M. Peaco's testinony.

14 A ' mthere.

15 Q Have you had a chance to read that?

16 A Yes.

17 Q So is the Conpany willing to assune the

18 risk of federal |egislation? And we've already said

19 no, so | don't need to ask that. What about a

20 change in the IRS private letter ruling that affects

21 collection of the PTCs? |s the Conpany willing to

22 accept that change or that risk?

23 A | believe that would qualify under a

24 change in | aw.

25 Q If we | ook at Peaco's 575 and 578, and I'm
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1 contrasting this against your testinony, |ines 3|:iage e
2 and 32, is the Conpany willing to assume the risk

3 that market conditions prove to be unfavorable to

4 t he project econom cs?

5 M5. MCDOWELL: [|'msorry to

6 interrupt, but you were saying you're contrasting it
7 to M. Hoogeveen's testinony? Wat cite are you --
8 M5. SCHM D:. Hi s suppl enent al

9 rebuttal at |ines 31 and 32.

10 M5, MCDOWELL: Thank you.

11 BY Ms. SCHM D.

12 Q And | will read that. You state that the
13 Conpany has addressed or mtigated the nmajor risks
14 identified by the parties, including cost overruns,
15 facility-specific economcs, pernmtting, tax reform
16 PTC qualification, and wind performance. And I'm
17 just seeking to explore what that neans in a little
18 bit nore detail.

19 A Ckay.

20 Q So is the Conpany wlling to assune the
21 ri sk that market conditions may prove unfavorable to
22 the project econom cs?

23 A No. The Conmpany, | think -- we've |isted
24 there in what you' ve just read, a rather extensive
25 list of things under our control that we have an
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1 ability to make an inpact on. rage o
2 Q Isn't it true that the project econom cs
3 are based largely on forecasts and assunpti ons?

4 A So the forecasts -- excuse ne, the

5 analysis -- is based on a considerabl e anount of

6 anal ysi s based on wi de-ranging forecasts, precisely
7 in order to test the theory of whether this is in

8 the customer's benefit or not. And | think you

9 woul d agree that the vast majority, in fact, nearly
10 all of the nodel runs in the different scenarios
11 show that there's substantial custoner benefits in
12 this project.
13 Q But if those forecasts are wong, the
14 benefits won't naterialize as projected; is that
15 correct?
16 A So the reasons for a wide range in
17 forecast is because you're not going to know what
18 the forecast is going to be, so you take a w de
19 range fromlow natural gas costs to high natural gas
20 costs, fromlow CO2 to high CO2, and everything in
21 between. And | think the analysis that Ri ck Link
22 has done is fantastic. |It's one | would encourage
23 you to explore with him He can explain, certainly,
24 t he nuances of the nodeling better than | can, but
25 it is certainly ny opinion that the wide range in
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1 forecasts is exactly neant to answer the question

2 from Counsel about will the forecast be wong, yes,
3 and it will be higher or lower, and so therefore

4 we' ve taken a high-end, a very |ow -- aggressive

5 | ow, | ow nunbers and aggressive high, high nunbers,
6 and everything in between in order to account for

7 t hat .

8 Q What about the risks that actual costs are
9 hi gher than projected? You said that the Conpany
10 coul d and woul d cone back again for approval of nore
11 capital expenses; is that correct?
12 A "' mnot sure where that was said.
13 Q | thought that was in your sumrary.
14  thought you said that under the statute, the 402
15 statute, if the Conpany needed to, it could cone in
16 due to the changed circunstance?
17 A Yes. Due to a changed circunstance, yes,
18 that's correct.
19 Q You said, also, that the Conpany has --
20 scratch that. |s the Conpany willing to assune the
21 risk that the actual increnmental production proves
22 to be I ess than the Conpany's estinmated production?
23 In other words, the wind doesn't blow or the
24 turbines don't produce as nuch as forecasted?
25 A So the contract negotiations that we've
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achi eved with GE and Vestas both have sone

per f ormance guarantees, and | woul d encourage you to
ask M. Henstreet the details of that when he's up
here, but | think they're rather fantastic contracts
for the custoner's benefit. There will be sone
guarantee of availability and perhaps perfornmance,
dependi ng on which contract we tal k about. So that,
we are wlling to stand behind as per the contract
negoti ations. The fact of the w nd bl ow ng or not,
we do not guarantee, of course, but | think we have
substantial analysis with mllions of data points
that we've used. And again, these aren't new sites;
these are the sites we've been operating in for
years. W have a plethora of data, and we're
certainly able to say that this is a very solid
forecast of what's going to happen.

Q But you're taking out the existing
equi pnrent and putting in new equipnent. So that is
a change; is that correct?

A So the new equi pnent we're putting in,
agai n, has the guarantees per the contracts.

Q If the Conpany needs to seek renedi es
under those contracts, would the Conpany need to go
to litigation, or do you expect the conpani es just

to pay per the contract, in your experience?
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A | can't conmment on that.

Q kay. If we turnto lines 154 to 156 of
your testinony --

A Which testinony is that?

Q Sorry. Your testinony, the suppl enental

rebuttal testinony.

A ["msorry. \Wich |lines?

Q 154 to 156.

A ' mthere.

Q Is a fair characterization you assert that

the Division's analysis of results through 2036
shows all facilities show net benefits in
medi um nmedi um and | ow/ no scenari 0s?

A That's correct.

Q Do you know t he source of the DPU anal ysis
you referenced, where you' re using to base your
testinony upon?

A | can't quote you the |line nunber or the
exact spot, no.

Q If we turn to what you passed out, the
littl e packet --

M5. SCHM D: Can | have just one
nonent, pl ease?

COW SSI ONER LEVAR:  Yes.

MR, JETTER. What |'m passing out is
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1 not an exhibit, but it will just be a few pages of

2 copies fromtestinony fromour wtness that we don't
3 intend to enter into the record, but we'll pass it

4 to the parties for conveni ence.

5 M5. SCHM D: And what M. Jetter is
6 passi ng out contains confidential information, so it
7 Is on yellow paper. And |I'mnot going to refer to
8 nunbers, so we don't need to close the hearing.

9 BY MS. SCHM D
10 Q In the packet that you have just been
11 handed, do you see Table 1? You'll have to flip
12 through a little bit, but Table 1 is in there.
13 A | see it.

14 COW SSI ONER LEVAR:  Ms. Schm d,

15 woul d you mnd letting us know what testinony you're
16 referring to.

17 M5. SCHM D: Sorry. M. Peaco's

18 response testinony, Table 1.

19 COW SSI ONER LEVAR:  Thank you.
20 BY Ms. SCHM D
21 Q When you | ook at that, do you agree that
22 the nunbers are sourced from Rocky Mountain's
23 testinony, not M. Peaco's? | think if we check the
24 footnote, it cites the source.
25 A | see that.
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1 Q And do you agree that's what it says?

2 A I have no reason to question that.

3 Q Are all the values presented there

4 positive?

5 A No, they are not.

6 Q Then yest erday, Rocky Muntain Power filed
7 an integrated resource plan update. Are you

8 famliar with that filing?

9 A I"'maware of the filing.

10 Q We'd |like to pass out just sonme points of
11 interest in the filing. W haven't had a chance to
12 anal yze the inpact of these, but we would like to

13 bring themto the Conm ssion's attention. And we

14 wll ask that this be a cross-exhibit.

15 COW SSI ONER LEVAR:  You did nove for
16 this to be entered as an exhibit?

17 M5. SCHMD: | wll. And if we could
18 pre-mark this as DPU Cross- Exhibit No. 3.

19 BY MS. SCHM D
20 Q WIl you accept, subject to check, that

21 what you have been handed and what's been identified
22 as DPU Cross-Exhibit No. 3, consists of page 23 and
23 page 24 fromthe 2017 I RP update that the Conpany

24 filed yesterday?

25 A That appears to be correct.
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M5. SCHM D: The Division would |i ke

to nove for the adm ssion of DPU Cross-Exhibit
No. 3.

COMW SSI ONER LEVAR: | f anyone
objects to this notion, please indicate to ne.

M5. MCDOWELL: No objection.

COW SSI ONER LEVAR:  |' m not seeing
any, so the notion is granted.

(DPU Cross-Exhibit No. 3 admtted.)

BY M5. SCHM D

Q So looking at this, is it true that the
| RP update, the 2017 | RP update as conpared to the
2017 I RP, shows a decrease in annual forecasted
| oad?

A That is what it appears to show.

Q And then if we turn the page over, we see
figure 4.2 which is a forecasted annual coi nci dent
peak load, and is it true there, that the graph
shows a decrease in forecasted annual coincident
peak load fromthe 2017 IRP to the 2017 | RP update?

A | agree that's what it appears to show.

Q And that appears to be roughly -- because
we're just looking at a graph -- that it's an
approxi mat e 500- negawatt decrease, starting in, say,

2022 and novi ng through 2027, and that the decrease
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in 2018, '19, '20, and '21, appears to be, maybe,

250 to 400 negawatts, a rough approxi mation?
A Rough approxi mation. | would not dispute
t he rough approxi mati on.
M5. SCHM D: And can | have just one
nore nonent ?
COW SSI ONER LEVAR:  Yes.
M5. SCHM D:. Thank you. The Division
does not have anything else for this wtness.
COW SSI ONER LEVAR:  Thank you.
M. Snarr, do you have any questions?
MR. SNARR: No questions fromthe
Ofice.
COW SSI ONER LEVAR:  Thank you.
M. Russell.
MR, RUSSELL: Thank you. | do have a
nunber of questions for M. Hoogeveen.
CROSS- EXAM NATI ON
BY MR RUSSELL:
Q I"'mgoing to start in -- nost of these
qguestions, M. Hoogeveen, will relate to your
suppl enental rebuttal testinony. Do you have that
testinony in front of you?
A | do.

Q You indicate a couple of tines in that
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. . . Page 34
testinony that the Conpany's econom c evaluation is

based on the IRP nodels. Do you recall that?

A That's correct.

Q When you refer to the IRP nodels, | assune
you're referring to the SO the systemoptim zer
nodel , and the PaR, the planning and risk nodel; is
that correct?

A That's correct.

Q In your sunmary and al so -- the summary
you have given today and also in the suppl enent al
rebuttal testinony, you cite certain nunbers for
proj ected benefits for these projects, right?

A | do.

Q And in doing so, you are using nunbers
provi ded, presumably by M. Link, in his nost recent
econom ¢ analysis; is that correct?

A That's correct.

Q Is it your understanding that M. Link, in
his nost recent econom ¢ anal ysis of these projects,
uses nom nal values for production tax credits
rat her than | evelized values for production tax
credits?

A That's correct. | believe that there was
a change and inprovenent in nethodol ogy that was

I ntroduced in the February 2018 filing.
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1 Q Do you acknow edge that in the IRP rage s
2 pl anni ng process, the I RP nodels you referenced

3 earlier use levelized production tax credits rather
4  than nom nal production tax credits?

5 A That's ny under st andi ng, yes.

6 Q ' m going to have you junp to your

7 testinony at lines 150 to 175. It's actually the
8 sanme portion of your testinony in your supplenental
9 rebuttal testinony that Ms. Schmd directed you to
10 earlier. And this is a portion of your testinony
11 where you indicate that while other parties
12 recommend agai nst approval of the repowering
13 project, their own anal ysis shows repowering
14 provi des custoner benefits. Do you recall that?
15 A | do.
16 Q I'"'mgoing to focus on the portion of your
17 testinony related to the UAE analysis. In that
18 portion, which starts at |line 168, you reference
19 three tables, really, of M. Hggins' April 2
20 response testinony, and those tables are KCH 7-RE,
21 KCH 13- RE, and KCH- 14-RE, correct?
22 A That's correct.
23 Q And is it your understandi ng that each of
24 those tabl es uses nom nal values for PTCs rather
25 than | evelized val ues for PTCs?
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A | believe that's correct. Subject to
check, yes.

Q And do you understand that M. Higgins
al so presented analysis using only |levelized val ues

for PTCs in his testinony?

A | agree, he did.
Q kay. And you've reviewed his testinony?
A | have.

Q kay. And is it your analysis or your
testinony that the portion of M. Higgins' testinony
using levelized values for production tax credits
shows that repowering provides customer benefits
under nearly every scenari o studied?

A | alnpbst had it. Repeat that question,
pl ease.

Q Sure. Up above in lines 151 to 153, you
i ndicate that other parties' analysis "Shows that
repoweri ng provides custoner benefits under nearly
every scenario studied. And then in referencing
UAE' s anal ysis, you reference three tables from
M. Higgins's testinony that use nom nal val ues for
PTCs, and |I'm aski ng whether M. Higgins' tables
using | evelized values for PTCs shows that
repowering provides custoner benefits under nearly

every scenari o studi ed?
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1 A No, | don't believe they do.

2 Q kay. I'mgoing to direct you to the

3 guestion and answer in your testinony, starting at

4 line 128. Rather than read the question and answer,
5 "Il give you a mnute to read it if you need it,

6 but you indicate in your response to the question

7 here that you disagree that the Conm ssion should

8 approve the wind repowering project only if it neets
9 a specified threshold for benefits under every
10 scenario studied. You indicated earlier, | think,
11 that this project -- sorry. |If you need tine to
12 read it, I'mhappy to give it to you.
13 A ['"ve read it.

14 Q You indicated earlier that this project

15 will cost approximately $1.1 billion; is that

16 correct?

17 A That's correct.

18 Q Is there a | evel of benefits that the

19 Conpany woul d consider to be insufficient to pursue
20 t hese projects?
21 A So the | evel of benefit really, | think --
22 the Commi ssion, | would encourage to | ook at, as
23 |'"ve said before, the nediun medi um case, but to
24 really take into account the full breadth of the
25 anal ysis that we've done. The -- fromlow lowto
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hi gh/ hi gh and everything in between with the

different nodels and so forth. And in particular,
the different tine frames, the 2036 for the IRP

wi ndow, the 2050, the full [ife. And we really
think it's nost appropriate in order to capture the
full benefit in this project, which occurs for the
full I'ife of the project, you should | ook throughout
2050.

Counsel has been aski ng questions around
nom nal versus levelized. Mybe I'll just share the
way |'mthinking of this and the way |'ve di gested
and understood it if it's helpful. [If not, | think
it's certainly germane to the questions that have
been asked. The testinony that |'ve provided points
out that the intervenors -- I'll just call themthe
DPU, OCS, and UAE -- that their testinony shows
positive nunbers, if you will, beneficial nunbers in
nearly every case, that is using what Counsel is
referring to as nomnal values. But | think there's
an easier way to talk about this. It was
identified -- and M. Link can provide, again, the
full accounting of how and when this all happened --
but the valuation of the PTCs was done very
conservatively, and | m ght even say inaccurately,

i ncluding the 2017 IRP. It was sonething that
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1 nobody caught for years, and it hasn't been aroun

2 for along tinme. However, what the change is, the
3 i nprovenent in the analysis, is that in the

4 | evelization calculation, it |levelizes over 30

5 years.

6 MR. RUSSELL: M. Chairman, |

7 apol ogize. |I'mgoing to interrupt the witness here
8 because | don't think any of what he's said thus far
9 IS responsive to the actual question that is before
10 hi m
11 THE WTNESS: G ve ne a second, 'l
12 get there.
13 COMW SSI ONER LEVAR:  To deal with the
14 obj ection, could you repeat the question that you
15 asked?

16 MR, RUSSELL: Sure. The question

17 that | asked M. Hoogeveen was, is there a | evel of
18 benefits that the Conpany woul d consider to be

19 insufficient to proceed with the project.
20 COW SSI ONER LEVAR: | think I'm
21 going to rule that, at |least so far, the answer is
22 still relevant to that question. |If you feel that
23 changes, feel free to object again, but | don't
24 think we've gotten past it.
25 A ['"l'l remenber that. That's what |I'm
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1 trying to get to, is there a |level. \Wat I'n1tr§$%ﬁ;4o
2 to get tois howto |look at it, which nunbers to
3 | ook at and should there be a | evel given those
4 nunbers. So to resune, the argunent around nom nal
5 versus | evelized for the PTCs is really around which
6 period to levelize those PTCs. | wll explain.
7 It's ny understanding that if you levelize the PTCs
8 over the appropriate ten-year period -- the ten
9 years in which they exist -- you will get to the
10 same answer as nom nal using nom nal values. |f you
11 | evel i ze over 30 years, which was done previously
12 and to which the intervenors have conti nued to use,
13 you get an i nappropriate answer because you levelize
14 sonet hing that has values for 10 years and 0 for 20.
15 That gives you an incorrect val ue when you do the
16 anal ysi s.
17 So getting to the answer, | expect | would
18 recommend, if you will, that the Comm ssion should
19 | ook at the 2050 analysis, the full life of the
20 project, using the appropriate period for
21 | evel i zation of the PTCs, which is 10 years, which
22 I's equivalent to nomnalizing them so |ook at that
23 anal ysis and then | ook at the full breadth.
24 Concentrate on the nediumimedium And to answer the
25 question, if it is a benefit, and in our opinion if
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there's any benefit, if it's a beneficial nunber,

that would inply that it will nost |ikely deliver
the | owest cost resource portfolio for our

custoners. And so that's how | woul d answer the
question, if it's beneficial at all |ooking at those
nunber and for those reasons.

Q Any benefit at all, even if the benefit
were a dollar?

A Again, looking at -- through the | ens of
| ooking at the entire analysis, | would say that if
all the nunbers, except a handful in the | ow | ow
case for certain projects only -- if you look at it
as a conplete project basis, that they're all
beneficial. And, yes, if they're just a dollar
beneficial, that means that through all the
anal ysis, the wide ranging of inputs, this is the
| owest cost option and that should be the one that
I s chosen.

MR, RUSSELL: | don't have any
further questions.

COW SSI ONER LEVAR:  Thank you,
M. Russell. M. Tornoen Hi ckey, do you have any
qguestions?

M5. H CKEY: No, thank you.

COW SSI ONER LEVAR: Ms. McDowel |, do
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you have any redirect?

MS. MCDOWELL: Yes. One nonent.
REDI RECT EXAM NATI ON
BY M. MCDOWELL.:

Q M . Hoogeveen, do you renenber when
Ms. Schm d asked you sone questions about your
statenent in the sunmary regardi ng changed
ci rcunstances to what mght require the Conpany to
cone back to the Conm ssion? Do you renenber that?

A | do.

Q And Ms. Schm d asked you whet her you were
sayi ng that the Conpany m ght cone back under that
provision for cost overruns. Was that the intention
of your statenent with respect to changed
ci rcunst ances?

A So the changed circunstances |I'mreferring
tois if, for exanple, in the event of sone major
change, which m ght include sonme project-specific
changes that occurred due to various circunstances
t hat woul d change the econom cs thensel ves, we woul d

come back to the Conm ssi on.

Q So if there are costs overruns, do you
understand that the benefit approval -- or excuse
nme -- the resource approval that the Conpany is

seeking in this case would have a cap that would
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require the Conpany to cone back and establish the

prudence of any cost over that anount that was
approved in this docket?

A That's correct. A conplete cap on the
entire project, | believe, is the commtnent.

Q So Ms. Schm d al so asked you about whet her
t he Conpany assunes the risk of performance with
respect to the wind blowing and the energy
production fromthe wind facilities. Is it your
under standi ng that custoners currently bear the risk
of energy performance fromwnd facilities?

A That's correct. In our current w nd
facilities, they certainly benefit when the w nd
bl ows nore and do not when it blows |ess. And
that's kind of a characteristic of wind facilities
that is natural to them

Q So there's no increase or decrease in that
risk?

A It's the sane.

Q So Ms. Schmd al so asked you about your
statenment on page 7 of your supplenental rebuttal,
and specifically with respect to lines 154 though
1567

A Yes.

Q Do you have M. -- the exhibit in front of
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1 you that contains M. Peaco's Table 4? | think I?a%ge e
2 Is the confidential exhibit.

3 M5. SCHM D: That woul d be DPU

4 Cross-exhibit No. 3. Pardon ne. That is not a

5 cross-exhibit.

6 BY MS. MCDOWELL:

7 Q So let nme hand you M. Peaco's testinony.
8 COW SSI ONER LEVAR: I f you woul d,

9 just indicate to us where you are so we can find it.
10 M5. MCDOWELL: O course. |'m at

11 M. Peaco's confidential response testinony. |'m at
12 Tabl e 4, which begins at |ine 399.

13 COMW SSI ONER LEVAR:  And do you

14 anticipate that we'll be discussing confidential

15 nunbers in this discussion?

16 M5. MCDOWELL: No. I'Il try not to.
17 M5. SCHM D:. (bjection. This was not
18 part of what | asked on cross, so | woul d object

19 that it's beyond the scope of cross.

20 COW SSI ONER LEVAR:  Ms. McDowel |

21 can you identify what part of the cross-exam nation
22 this is relating back to?

23 M5. MCDOWELL: This is about the

24 cross-exam nation on lines 154 through 156.

25 COW SSI ONER LEVAR:  And you' re using
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1 this table to clarify those statenents from rage
2 M. Hoogeveen's testinony. | think we probably have
3 to let the questions go forward before we decide

4 whether it's relevant to the cross-exam nation. But
5 if you feel like it's going beyond the scope, fee

6 free to restate your objection.

7 M5. SCHM D. Thank you.

8 BY M5. MCDOWELL

9 Q So, M. Hoogeveen, your testinony at |ines
10 164 through 162 was referring to the Division's
11 analysis in Table 4; is that correct?
12 A That's correct.
13 Q And in that first bullet from 154 to 156,
14 were you referring to the first two colums where
15 the DPU cal cul ated the cost benefit analysis of the
16 vari ous cases that the Conpany had provi ded?
17 A That's correct.
18 Q So I'I'l just represent to you that that
19 chart contains analysis through 2050. So in that
20 case, do we -- is a correction required to your
21 testinony at line 154 that should say "through 2050"
22 i nstead of "through 2036"7?
23 A Can you point ne to where it says 20507?
24 Q The previous page, | think, should say the
25 testinony -- let ne find you a reference. |s page
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1 23 on the backside of that? rage @
2 A Correct, yes.

3 Q So do you see at line 389, it refers to

4 the study period through 20507

5 A Yes, thank you. | see it. | stand

6 correct ed.

7 Q So just to clarify, on line 154 it should
8 say "through 2050"7?

9 A That's correct.
10 Q Wth respect to the Table 1 that
11 Ms. Schmd did refer you to, M. Peaco's Table 1,
12 which is -- that is the cross-exhibit, the

13 confidential cross-exhibit. Do you have that?

14 A | do.

15 Q This table refers to |l evelized PTCs. Do
16 you see that?

17 A | do.

18 Q And do you agree that that nethod of

19 cal cul ating PTC benefits is not appropriate in this
20 case?
21 A | agree that the appropriate way to | ook
22 at it is the nom nal PTC benefit colum, not the
23 | evelized PTC for the reasons | explained earlier.
24 M5. MCDOWAELL: That all | have.
25 COW SSI ONER LEVAR:  Thank you. Any
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1 recross, Ms. Schmd or M. Jetter? rage 47
2 MR, JETTER. Thank you. 1'd like to
3 ask just a few brief recross-exam nation questi ons.
4 RECROSS EXAM NATI ON

5 BY MR JETTER

6 Q M. Hoogeveen, in your redirect, you

7 mentioned that it's your opinion that the risk of

8 wi nd fluctuation or variation in wind outlet would
9 be the sanme with the current w nd turbines over the
10 next, let's say, 20 years, as conpared to the

11 repowered wind turbines. |Is that accurate?

12 A Whether it's exactly the sanme or not, it's
13 certainly simlar.

14 Q Ckay. Is it correct to say that with the
15 current wind turbines, beyond two years from today,
16 there are no production tax credits associated with
17 each kil owatt hour of output?

18 A Coul d you repeat the question?

19 Q Let me -- I'lIl rephrase it a little bit.
20 Is it accurate that the production tax credits for
21 the existing turbines you' re seeking to repower wll
22 run out in the near future?

23 A That's correct.

24 Q And after that date, is it accurate that
25 the variation in wind output would affect custoners
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1 by i ncreasing or decreasing the generation from

2 t hose turbines?

3 A That's correct.

4 Q And the risk that ratepayers woul d have
5 then, would be solely the cost of replacenent

6 energy. |s that accurate?

7 A That's correct.

8 Q And with repowered wind turbines, is it

9 accurate to say that the Conpany's nodeling

10 forecasts for the value rely on the production tax
11 credits fromeach of those kilowatt hours' output to
12 pay for both the continued anortization of the costs
13 of the existing wind turbines along with the new
14 ones?
15 A Yes. The new wi nd turbines have nore
16 benefit associated with the production tax credits.
17 Q Is it fair to say as a result of that,
18 that the val ue of each kilowatt hour of output is
19 hi gher ?
20 A | agree with that.
21 Q And so is it fair to say that the
22 variation in w nd output has greater dollars per
23 kil owatt hour variation under the proposal than
24 going forward with the existing turbines?
25 A Going forward, yes. | believe the
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1 guestion was -- or ny answer was, it's simlar ti?ge *
2 the risk associated with the turbines in the past

3 during PTC years.

4 Q Ckay. But you would agree with ne that

5 the value of that risk is significantly higher under
6 this proposal ?

7 A Precisely why | think we should be doing
8 it, yes.

9 Q kay. So yes, it is nore risky?
10 A There's nore val ue associated with it, |
11 agree with that.
12 Q And you al so agree that the risk is
13 hi gher ?
14 A | agree that the variability wll be
15 hi gher and if we hadn't done the work that we've
16 done, we would be nore uncertain. But given where
17 we are, we have a very high certainty that we wll
18 be capturing the PTC val ues that we have forecasted
19 goi ng forward.
20 Q | think we're not quite getting the answer
21 to the question |I'masking, whichis, is it accurate
22 that the variability of wind risk holds a higher
23 dol | ar val ue under the proposal than it would have
24 continuing wth the existing turbines?
25 A Yes. |I'mtrying to answer in the
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1 affirmative there.

2 MR, JETTER. Ckay. Thank you. Those
3 are ny questions.

4 COW SSI ONER LEVAR:  Thank you.

5 M. Russell, any recross?

6 RECROSS EXAM NATI ON

7 BY MR RUSSELL.:

8 Q | do have a question that relates to -- |
9 think it was Ms. MDowell's |ast question, which
10 asked you your view on whether it was nore correct
11 to use nomnal or levelized PTCs. Do you recal
12 t hat question?
13 A | do.
14 Q And your testinony is you think it's
15 correct to use nom nal values for PTCs and not
16 | evel i zed val ues?
17 A That's correct. Again, through the
18 description | had earlier, the levelizing over ten
19 years i s equivalent to nomnal, and that's the basis
20 for ny answer.
21 Q You acknow edge, though, that the Conpany
22 used | evelized values for PTCs in its 2017 IRP
23 pl anni ng process, correct?
24 A | agree.
25 Q It also used |l evelized values for PTCs in
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its direct testinony in this case?

A [t did.

Q And in its rebuttal testinony in this
case, filed in Cctober?

A Yes.

Q And its surrebuttal testinony filed in
Novenber of 20177

A That's correct. The change in nodeling
happened between -- just prior to the February 2018
subm ssi on.

Q And you acknow edge that the Conpany has
used | evelized values for PTCs in IRPs prior to the
2017 | RP pl anni ng process?

A Subj ect to check, that's ny understandi ng,
yes.

MR. RUSSELL: Thank you.

COW SSI ONER LEVAR:  Thank you.
Comm ssioner Cl ark, do you have any questions for
M . Hoogeveen?

COMM SSI ONER CLARK:  Yes, thank you.
BY COW SSI ONER CLARK:

Q Good norning, M. Hoogeveen. It's ny
understanding that this matter is before us on the
basis of the Conpany's vol unteer request for

approval of a resource decision. Has the Conpany
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1 determ ned whether it would go forward with these

2 projects without the approval that you're seeking

3 fromus?

4 A We have thought of it. W have not nmade a
5 decision. It is nmuch riskier for the Conpany.

6 You're tal king about a billion-dollar investnent

7 with, in essence, no expectation or -- that's not

8 the right word -- certainly no conmtnents fromthe
9 Conmmi ssion for recovery. That makes it very
10 difficult to get past. | think it would be very
11 difficult to go forward.
12 Q Looking at it from again, fromthat
13 perspective and fromthe el enents of benefit and

14 risk that the Conpany woul d evaluate in nmaking the
15 busi ness deci si on about these investnents, what

16 woul d you or how woul d you summari ze the benefits
17 that would potentially exist for the Conpany in

18 maki ng the investnents?

19 A Just so | can clarify your question, are
20 you asking if we go forward wwth it under this --
21 Q No, no. |'m speaking of in the absence of
22 Conmm ssi on approval, you are addressing this as a
23 busi ness deci sion exclusively and w thout that
24 assurance - -
25 A Yes.
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1 Q -- but assum ng that standard ratenaki?&?e >
2 remains in force with respect to rate base and

3 i nvest nent and prudence and all of those principles.
4 On the benefit side, can you sunmari ze how you woul d
5 evaluate this set of projects fromthe Conpany's

6 per spective?

7 A Sure. As with anything, it's a playoff

8 between the risks and the benefits, so you're asking
9 about benefits appropriately.
10 Q We'll get to risks.
11 A Fai r enough. The benefits certainly woul d
12 be the ability to invest and the opportunity to, you
13 know, achi eve our return fromthe sharehol ders
14 perspective. Fromthe custoners' perspective,
15 think 1've been clear that there's trenendous
16 benefits as well.
17 Q And on the risk side, you' ve nentioned the
18 greater assurance of recovery that you woul d have
19 under the statute. In the absence of that, you
20  would not have the assurance. But to be nore
21 granul ar in your assessnment of risks, are there
22 ri sks other than the ones that have been di scussed
23 in the prefiled testinony that the Conpany woul d
24 consi der ?
25 A I think all of the risks have been
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1 di scussed. And related to -- relating to your

2 question that if we do not get a pre-approval and

3 just go through the normal process as you describe
4 it, would indicate to us, inevitably, that it would
5 be riskier, recovery would be riskier. The fact

6 that we have the statute and this fits very well

7 wthinit, we believe indicates that it should be

8 approved and adjudicated in this hearing this

9 norning. And for it not to be, | think would be an
10 I ndi cation of high-risk for our recovery.
11 Q So the Conpany woul d infer sone things
12 fromthe di sapproval, | suppose.
13 A It would be hard not to, | think.
14 COW SSI ONER CLARK: That i ncludes ny
15 guesti ons.
16 COW SSI ONER LEVAR:  Thank you.
17 Comm ssi oner Wite.
18 BY COW SSI ONER WHI TE:
19 Q Just going back to a question from
20 Ms. McDowel | about the total cost for approval and
21 potentially going back and you know, requesting a
22 change to that. There was sone discussion, |
23 believe, in M. Henstreet's testinony about
24 potential change in cost based upon nodified
25 transm ssion interconnection agreenents. | guess ny
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1 guestion is, is there a -- you said a biIIion,thﬁge >
2 what would be the nunber that would be on the order
3 if it were to be approved, of the total cost for

4 what the Conpany is asking for?

5 A So specifically, the filing that we've

6 made has a conmtnent that if we cone in above 1.1 |
7 bel i eve the nunber is, whatever the exact nunber is,
8 we woul d have to show prudence for that. So that is
9 the nunber that we're tal king about, and that's the
10 commtnent, that we would conme back in. The change
11 in conditions -- and | apologize if there's sone
12 confusion there -- really is if there's a ngjor
13 change or even on a project-by-project basis, if
14 sonet hi ng shoul d change regardi ng the cost or
15 performance that we're aware of, then we woul d cone
16 back in and talk to the Comm ssion about that.
17 Q That's the 1.17
18 A Yes.
19 Q The other question | had is, | guess,
20 there's been a |l ot of discussion testinony about
21 proj ect - by-project economcs, the benefits of it.
22 If we're |l ooking at the total public interest and
23 ot her standards, is it an all-or-nothing
24 proposition? How are the -- why should we be
25 | ooking at it on a project-by-project basis for the
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public interest or the, you know, the econom cs of

each of these projects.

A No, | think it is appropriate to | ook at
it on a project-by-project. | think it's
Instructive to know what the total basis is and,
again, it's our position that each project stands on
its on own and is beneficial to custoners.

Q Let ne ask about this. M. Russell was
aski ng you about this nom nal versus |evelized.

Hel p nme understand -- again, you nentioned
sonething, it was determned that it was, nmaybe, a
potentially inappropriate -- give ne sone nore col or
on that, | guess. And then the second part of that
guestion is, now that the Conpany has di scovered
that was potentially inappropriate, what is the plan
for consistency going forward?

A Whet her it's inappropriate or not is not
the right characterization. 1'd say it's an
I nprovenent in the analysis and as | say, we've
been -- and as Counsel has said -- this has been
going on for years. W realize now that the way
that the PTCs were handl ed should be over ten years,
t hey should be | evelized over ten years, or done on
a nom nal basis. Those are equivalent. So | would

defer you to talk to M. Link about what he pl ans
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1 going forward. | do know that the | RP update tr&ﬁge >
2 we just filed includes this change in nethodol ogy

3 because it is a nore accurate way of |ooking at it.
4 Q In your mnd, is there a distinction

5 bet ween the type of | ook or nethodol ogy as between

6 an | RP picking projects on an optim zed basis versus
7 what we shoul d be | ooking at here, or should those

8 be one and the sane?

9 A | think they're one and the sane. This
10 really is an effort to establish -- again, per the
11 statute -- what is nost likely to result in the
12 | onest cost to our custonmers. That is precisely
13 what is done through an IRP process in a nodel. And
14 | recognize this was inserted late into the
15 process -- the IRP process and through the IRP
16 acknow edgnent that the conm ssion -- it was
17 certainly noted it was not given fair tinme. | think
18 that the expansion of this 10 to 12 nonths of doing
19 this IRP analysis that you talk of is helpful to
20 continue to ferret out the right answer, but | think
21 it is exactly the right nodel. Because what you
22 want to know is, does this set of assets, is it the
23 | onest cost, nost reasonable portfolio to serve our
24 needs. And that's precisely what those nodels show.
25 Q Is this, in your mnd, sonething different
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1 than the typical -- | nean, typically in the sta?i%iaSS
2 we forecast, you know, need for energy capacity,

3 whatever, in IRP, and we need, let's just say, a gas
4 plant, or et cetera. |Is there any distinction --

5 this is partially playing off of

6 Conmm ssioner Clark's question -- is there any

7 distinction in ternms of, |like, what the drivers

8 behind this project are versus, say, just the

9 typical, vanilla need for energy and capacity?
10 A | think the difference here is the PTC
11 capturing and the fact that we've got to act in a
12 very tinme-constrai ned nmanner, and we need to
13 operate to nmake the decision quickly. And again, it
14 fits very directly, | think, within the statute
15 of -- of the pre-approval statute for a resource
16 acquisition. | think it's for that reason. That's
17 the reason we're here.
18 Q And the other benefits, the reliability
19 benefits, is that something -- |I'mkind of curious
20 about that, to understand a bit nore. Maybe that's
21 a better question for M. Link, but do you have any
22 thoughts on that? It doesn't seemlike that was
23 sonet hi ng addressed in great detail, but it was
24 sonet hing that was, at |east, put forward as a
25 potential benefit.
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1 A | agree. And | think M. Henstreet rage >%
2 probably answers that better.
3 COW SSI ONER VHI TE:  That's all the
4 guestions | have. Thanks.
5 COMW SSI ONER LEVAR: | don't have any
6 addi ti onal questions at this time, so thank you for
7 your testinony, M. Hoogeveen. And why don't we
8 take a ten-mnute break and then we'll conme back to
9 your next witness. Thank you.
10 (A recess was taken.)
11 COW SSI ONER LEVAR: W' re back on
12 the record. M. MDowell.
13 M5. MCDOWELL: We call M. R ck Link
14 to the stand.
15 RI CK LI NK,
16 havi ng been first duly sworn to tell the truth, was
17 exam ned and testified as foll ows:
18 Dl RECT EXAM NATI ON
19 BY MS. MCDOWELL:
20 Q Good norning, M. Link.
21 A Good nor ni ng.
22 Q Coul d you pl ease state your nane and spell
23 It for the record?
24 A Yes. M nane is Rick Link, last nane is
25 L-i-n-Kk.
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Q M. Link, how are enpl oyed?

A | amvice president of resource and
comercial strategy with Pacifi Corp.

Q In that capacity, have you prepared
testinony and exhibits in this proceedi ng?

A | have.

Q So I'lIl state for the record, the
testinony you' ve sponsored in this proceeding is
your direct testinony and exhibits, filed on
June 30th, 2017; your rebuttal testinony and
exhibits, filed on October 19th; your suppl enenta
direct testinony and exhibits, filed on
February 1st, 2018; and your supplenental rebutta
testinony filed on April 23rd, 2018. Have |
i ncluded all of the testinony and exhibits you' ve
filed in this case?

A Yes.

Q If | were to ask you the questions that
are set forth in your prefiled testinony today,
woul d your answers here be the sane?

A Yes.

Q Do you have any changes or corrections to
your prefiled testinony or exhibits?

A | do not.

M5. MCDOWELL: So we woul d of fer
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M. Link's direct, rebuttal, supplenental direct,

and suppl enental rebuttal testinony and exhibits.
COMW SSI ONER LEVAR: | f anyone

objects to this notion, please indicate to ne. |I'm
not seeing any objections, so the notion is granted.
And as is the case with M. Link and several other
wi tnesses in this proceeding, there's sone
confidential material -- we've already discussed
this -- but 1'lIl ask all the attorneys to be m ndfu
If we start to nove into that area, there would be a
need for a notion and thus to consider whether it's
in the public interest to close the hearing if we
need to do so.
BY M. MCDOWELL.:

Q M. Link, have you prepared a sumary of

your testinony?

A | have.

Q Pl ease proceed.

A Good norni ng, Chairman Levar,
Conmm ssi oner C ark, and Conm ssioner Wite. | am

pl eased to sunmarize ny testinony supporting the
Conpany' s proposal to repower 12 existing w nd
facilities.

By upgrading its w nd resources, the

Conpany can | ower customer costs by generating w nd
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production tax credits, or PTCs, producing

addi ti onal zero-fuel cost energy, inproving system
reliability, and extending the operating |ife of
these assets. It is ny understanding that in order
to approve the Conpany's voluntary resource request,
the Commi ssion nust determine that repowering is in
the public interest after considering several
factors. M testinony primarily addresses three of
these considerations identified in the voluntary
approval statute, and these factors generally
address cost, near-termand |long-termi npacts, and
risks.

First, and inportantly, the Conmm ssion
must determne that repowering will likely result in
the acquisition, production, and delivery of utility
services at the | owest reasonable cost to the retai
custoners of an energy utility located in this
state. The econom c analysis which relies on the
sanme nodel s used to devel op our I RP has been
extensive. This analysis neasures custoner benefits
under nine different price policy scenarios, each
containing their own assunptions for market prices
in CO2 price inputs. This analysis also considers
how uncertainties in | oad, market prices,

hydr ogeneration, and thermal unit outages affect the
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benefits of repowering. Through a nunber of

sensitivities, this analysis further quantifies how
cust omer benefits are affected by other system
vari ables, like the new wi nd and transm ssi on
projects proposed in a different docket.

The econom ¢ anal ysis was prepared for al
12 wind facilities on a project-by-project basis.
Study results were al so presented over the 20 year
tinme frame that's used in the IRPs through 2036 and
t hrough the 30-year |ife of the repowered
facilities, or through 2050. The econom c anal ysis
shows that repowering all 12 wind facilities wll
| oner custoner costs in all nine price policy
scenari os studied, and this result holds true
whet her anal yzed t hrough 2036 or 2050.

When usi ng base case assunptions, the
present val ue net benefits of repowering tota
$180 million dollars when assessed through 2036, and
when assessed t hrough 2050 usi ng base case
assunptions, the present value net benefits total
$273 mllion. The present value of gross benefits
range between $1.4 billion and $1.48 billion, and
the range depends on the price policy scenario,
which is well in excess of the present val ue project

cost totaling $1.02 billion. The project-by-project
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1 anal yses al so show that repowering each project is
2 nost likely to | ower custoner costs over the life of
3 the repowered wind facilities.

4 In addition to the Conpany's econom c

5 anal ysis showi ng that repowering is nost likely to
6 | ower custoner cost, the record now contains

7 alternative analysis fromthe Division of Public

8 Uilities, the Ofice of Consuner Service, and the
9 Ut ah Associ ation of Energy Users that |argely
10 confirmthe Conpany's results. Although these
11 parties enphasize a different approach in its
12 econom ¢ nodeling and each party chose to interpret
13 those results differently, their analyses show t hat
14 repowering is expected to | ower custoner's costs.
15 The conprehensi ve econom ¢ analysis in this case
16 shows that repowering satisfies the | owest
17 reasonabl e cost standard.
18 Regardi ng short-termand | ong-term
19 i npacts, in the short-term repowering will generate
20 $1.26 billion in PTC benefits over a ten-year
21 period. This is nearly 115 percent of the
22 1.1 billion in service capital costs of repowering
23 12 wind facilities. The econom c anal ysis
24 summari zed in ny testinony shows that revenue
25 requirement will be lower with repowering than
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Wi t hout repowering from 2021 -- which is the first
year that the projects will be in full operation
wi th new equi pnent -- straight through to 2029. The

| ong-terminpacts of repowering are al so favorable
to custoners. Repowering will reset the useful life
of these wind facilities, extending the life of the
assets by 10 to 13 years, which results in a
significant increase in energy and capacity over the
2037 to 2050 tinme frane.

The Conpany's econom ¢ anal ysi s shows t hat
nom nal revenue requirenent is projected to be | ower
than with repowering than without repowering in al
years over this period. And these results are
conservative, considering that this analysis assigns
no i ncrenental capacity benefits to this project.
The present val ue benefits discounted back to
2030 -- which is the year that the PTCs woul d expire
fromrepowering -- is over $210 mllion. The
conpr ehensi ve econom ¢ analysis in this case shows
that the short-termand | ong-terminpacts of
repowering are to deliver substantial benefits for
cust oners.

The statutory factors addressed in ny
testinony -- or the third statutory factor -- is

risk. And risks are evaluated in several ways.
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First, the Conpany tested the benefits of repowering

under several different price policy scenarios, and
this analysis confirns that repowering provides
custoner benefits in all of those cases.

Second, the Conpany's econonm c anal ysis
captures stochastic risk in a way that is identical
to how these risks are analyzed in our IRP, which is
to factor in volatility, |oad, hydrogeneration,
thermal unit outages, and market prizes.

Third, the Conpany has updated its
analysis three tines since this case was filed to
account for changes in cost, performance, and | oad.
And 1'll note that the | oad assunption update is
identical to the |load forecast that's in our
recently filed IRP update. It was al so updated to
account for tax reformand price policy inputs.
Changi ng conditions over the | ast year denonstrate
the durability of the net benefits fromrepowering.

Fourth, the Conpany included several
sensitivities to test how custoner benefits are
affected by other changes in our system notably,
benefits of the repowering project are retained if
the new wi nd and transm ssion projects proposed in a
separ ate docket nove forward.

VWi | e the Conpany anal yzed vari ous

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



http://www.litigationservices.com

HEARI NG DOCKET NO. 17-035-39 - 05/03/2018

© 00 N o o b~ w N P

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

: . Page 67
scenarios to neasure risk and to ensure custoner

benefits under a range of narket conditions, as
M . Hoogeveen noted, |, too, reconmend that the
Commi ssion principally rely on the nedi um case,
which is based on our official forward price curve.
It's the same used to set Utah rates and to

est abl i sh avoi ded-cost pricing for qualifying
facility projects. Wen assessing the risk of
repowering, it is also inportant to consider the
risk of not noving forward with this amazing
project. Choosing not to repower would | eave
substanti al PTC benefits on the table, it would

I ncrease net power costs and increase custoner
exposure to market volatility. The economc
analysis in this case overwhel m ngly shows that

wi t hout wi nd repowering, revenue requirenents wll
be hi gher.

Parti es have explicitly or inplicitly
suggested that repowering is higher risk than doing
not hi ng, because the Conpany has no need for the
resources. But this position is contrary -- is
contradi cted by sonme facts. First, repowering
provides increnental, |ow cost energy that wll
di spl ace hi gher cost energy resources when bal anci ng

our system To argue that wind facilities should
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not be repowered because they're not needed is the
sanme as arguing that the Conpany should not optim ze
its systemresources in real tine to mninmze net
power costs sinply because that activity is not
required to serve custoners.

Second, it is ny understanding that the
vol untary resource deci sion approval statute does
not require a resource need in order to approve a
decision like this one, where repowering invol ves
upgradi ng and optim zing an existing resource to
reduce customer costs.

I n conclusion, taken together, the
econom ¢ anal ysis provided by the Conpany, the
Division of Public Uilities, the Ofice of Consuner
Services, and the U ah Association of Energy Users
denonstrates that the wi nd repowering project is in
the public interest. Repowering is nost likely to
| ower custoner costs, has beneficial near-term and
| ong-term custonmer inpacts, and the robust custoner
net benefits of repowering have w thstood
significant stress testing, denonstrating that
repowering is not only | ower costs, it is |ower
costs across a broad range of potential future
mar ket and system conditions. And that concl udes ny

sunmmary.
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1 M5. MCDOWELL: Thank you, M. Link.

2 This witness is available for cross-exam nation.

3 COW SSI ONER LEVAR:  Thank you.

4 Ms. Tornoen Hi ckey, do you have any questions for

5 M. Link?

6 M5. HI CKEY: No thank you, sir.

7 COMWM SSI ONER LEVAR: W'l go to

8 M. Snarr next. Do you have any questions?

9 MR. SNARR  Yes, | do. Thank you.
10 CROSS- EXAM NATI ON
11 BY MR SNARR:
12 Q Good norning, M. Link.
13 A Good norni ng.
14 Q | have just a few questions, and they
15 focus on sonme of the issues that |I'msure you're
16 famliar wth.
17 Isn't it true that the Conpany changed its
18 2036 study anal ytical approach in show ng how t he
19 recovery of production tax credits would inpact the
20 Conpany's cost and benefits in its February 2018
21 filing?
22 A Yes. The Conpany inproved its approach to
23 account for the PTC benefits fromthe project.
24 Q Is it fair to say that -- we tal ked about
25 it here -- that involves a changing fromshow ng the
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production tax credits on a levelized basis to a

nom nal basis that would coincide with the
anticipated taking of the tax credits?

A Yes. The change is as you described it.

Q And this is a change from what the Conpany
used in prior IRP filings?

A Yes, that's correct.

Q And as was pointed out, also a change from
the two initial filings in this docket; is that
right?

A Correct.

Q Isn't it true that using the levelized
approach as you have done in the past at |ooking at
PTCs provides a consistency with the way that the
capital revenue requirenents are nodel ed?

A | di sagree.

Q But the capital revenue requirenents are
nodel ed over the life of the assets; is that
correct?

A The capital revenue requirenent when we're
runni ng our nodels through the IRP w ndow, so
t hrough 2036, are levelized through the full life of
t he asset, and then only accounted for through the
2036 peri od.

Q And so that is a nethod that is used for
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the capital requirenments, which is inconsistent with

what you're currently planning to use for the PTCs;
Is that correct?

A It's not correct. | disagree with the
fact that you're characterizing it as inconsistent.

Q Isn't it true the new tax | aw does not
require any different approaches as to how you woul d
| ook at or take the PTCs?

A ['"'mnot aware of -- if | understand the
question correctly -- of how any tax | aw woul d
suggest anal yzing the potential tax benefits of
PTCs.

Q And was -- is it true to say that the
comng forth of the new tax |law didn't have any
relationship to the inpact or to the decision that
you nmade to change the approach you're taking to
PTCs?

A Correct. The changing tax |aw had no
beari ng on our decision to inprove the
representation of PTCs in our |RP nodeling.

Q When did you make that decision to change
t he nodel i ng?

A So we -- really, it dates back to the
separate docket | nentioned in ny opening comments

I n speaking to the new w nd and transm ssion
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1 projects that we're proposing there. 1In that rage 1z
2 forum-- and | have to kind of explain that to

3 address the question -- it's the first tinme that we
4 have ever used our | RP nodels to optim ze or sel ect
5 fromspecific commercial structures, actual bids

6 subm tted through a conpetitive solicitation, where
7 we had PPA, power purchase agreenent proposals, and
8 bill transfer agreenent or owned asset where PTCs

9 are taken upfront. It's the first tinme that |'m
10 aware of in nmy role in running the I RP nodels and
11 I npl enmenting RFPs where that nodel, that tool, was
12 used in that type of situation.

13 So as we were progressing to evaluating

14 bi ds through that conpetitive solicitation process,
15 we made this inprovenent to the nodeling nethodol ogy
16 to accurately account for the very fact that under
17 one commercial structure where it's an owned asset,
18 that those PTCs are taken in the front ten years,

19 they're front-end | oaded, and that the present val ue
20 cal cul ati ons shoul d appropriately account for the
21 timng of that benefit occurring -- relative to an
22 alternative structure, say a power purchase
23 agreenent -- where those circunstances don't apply
24 and you're faced with a power purchase agreenent
25 cost that's consistent or increasing that inflation
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or sone other rate, or the termof that proposed

agreenent. So in that setting, that is what
triggered our review of making this nodeling
I nprovenent for that intended purpose.

Consi dering the concurrent timng of that
process with this docket in this proceedi ng, we nade
that sane adjustnent there -- here, in this
proceeding -- because it is nore accurate and nore
correct. The old approach was essentially
understating quite significantly the value of PTCs
inthat IRP viewpoint. Traditionally, in the IRP
itself outside of an RFP solicitation, that
differentiation is not an issue. W don't nodel in
an | RP framework, owned assets, power purchase
agreenent assets, different comrercial structures.

From a pl anni ng perspective, we assuned
one structure and then the RFP dictates, ultimtely
t hrough market bids, which one to pursue. And so it
was in that process -- again, to restate that that
was the first tinme we needed to account for this --
and then applied it for consistency in this
proceedi ng because it is nore accurate. And then in
addi tion, as M. Hoogeveen nentioned, we' ve adopted
that path forward for the | RP update which was just

filed this week, and intend to conti nue down t hat
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1 path in future IRP filings. rage 4
2 Q Now, in your sunmary today, you pointed

3 out, | believe, that the range of benefits that you
4 had determ ned were in the range of $180 mllion to
5 $273 mllion, depending on the Iength of the term of
6 what you're | ooking at in 2036 to 20507

7 A Yes.

8 Q And so isn't it true that the change in

9 PTC s net hodol ogy nmakes a difference of
10 approximately $200 million that, in effect, if we
11 had nmai ntai ned the | evelized approach in taking
12 PTCs, that the benefits mght be -- that you have
13 referenced here -- mght be | ess by about
14  $200 million?
15 A ["mfamliar with that nunber. It's a bit
16 | ess than $200 million, but for the sake of
17 di scussion, I'mfine with that characterizati on.
18 But I would highlight that it's not that the
19 benefits would be less, it's that the prior
20 benefits -- given ny comments on why we changed the
21 approach to begin with -- were overly conservative
22 by about that sane anount, so roughly $200 mllion.
23 Q Isn't it true that levelizing the capital
24 revenue requirenents over the life of the asset is
25 I nconsistent with the way that capital costs are
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1 recovered in rates? rage 15
2 A Capital costs are not recovered on a

3 | evel i zed basis, yes.

4 MR. SNARR  Thank you. | have no

5 ot her questi ons.

6 COW SSI ONER LEVAR:  Thank you.

7 Ms. Schmd or M. Jetter?

8 MR, JETTER. | have a few questions.
9 CROSS- EXAM NATI ON
10 BY MR JETTER
11 Q Good norning. 1'll start out with just a
12 few questions about the PAR and the SO nodels. Are
13 you the lead individual at the Conpany or the head
14 of the teamthat devel ops, naintains, and runs those
15 nodel s?
16 A Yes. |I'mresponsible for the teamthat
17 runs and mai ntai ns the nodel s.
18 Q And how confident are you on the accuracy
19 of the outconme of those nodel s?
20 A "' m confident.
21 Q And is that confidence both in the
22 cal cul ati on accuracy as well as the accuracy of the
23 forecast's information that you put in?
24 A Yes.
25 Q And so if, let's say, the CEO cones to you

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



http://www.litigationservices.com

HEARI NG DOCKET NO. 17-035-39 - 05/03/2018

© 00 N o o b~ w N P

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

Page 76

and says, W didn't get pre-approval for this
proj ect, but we recognize that if it turns out to be
in the black throughout its |[ife -- neaning it

actual |y does | ower revenue requirenment throughout

its life -- we want to go forward with the project.
Wuld you tell her or him-- | believe it's a her in
this case -- would you tell her, yes, go ahead and

do the project?

A Under such a hypothetical, | don't know
all the other conditions and paraneters around
whi ch that hypothetical discussion m ght occur. |
woul d say that this -- consistent with ny testinony
in this case -- that this is an amazing project, it
Is expected to deliver benefits over the life of the
project, both near-termand |ong-term under the
br oadest range of scenarios we've anal yzed.

Q Ckay. And so you would -- is it fair to
say that you would recommend, if the Conm ssion were
to deny pre-approval but in its order nake it clear
that you may conme in for prudency review -- you
woul d be confident that this would be found as a
prudent project?

A I'"'mnot a regulatory specialist in that
regard. Again, | would provide ny input to those

who woul d have nore experience and direct know edge
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_ _ Page 7/
of the reqgulatory processes, the risks associated

with it, the accounting under such a circunstance,
but ny role in that hypothetical scenario would be
to advise that teamthat this is an amazi ng project,
it wll deliver near and | ong-term benefits, and it
is a project worth pursuing.

Q kay. Thank you. Wth respect to the
I nputs to those nodels, are you famliar with the
| RP update that the Conpany has recently filed in
its Henry Hub gas forecast pricing?

A Yes.

Q And are you famliar with the 2013 IRP
that the Conpany filed?

A ["'mfamliar with it, | haven't nenorized
that one as well as the nore recent.

Q Wul d you accept, subject to check, that
in the 2013 I RP nodel, that the gas forecast prices
t hrough the current period and now t hrough years,
let's say, 2023, were over a dollar higher than they
are in the current IRP forecast?

A Wt hout checking, but subject to check,
they are what they are in the |IRP.

Q kay. And woul d you al so accept, subject
to check, that the | ow gas scenario that you have

used in this case was approximately 30 to 75 cents
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1 | ower over that sane tine period? rage 18
2 A Agai n, subject to check, the nunbers are

3 what they are.

4 Q Ckay. And so, subject to check, if those
5 nunbers are accurate, would it be fair to say that

6 the current | RP forecast woul d be outside of the

7 sanme range that you've used in this |IRP forecast and
8 nodel as the | owest reasonably |ikely gas price?

9 M5. MCDOWELL: (bjection. | don't
10 think that question is clear for the record. |If you
11 woul d restate which forecast you' re tal king about.
12 BY MR JETTER

13 Q So I'll restate for the record that |

14 beli eve the witness has agreed, subject to check,

15 that the 2013 IRP forecast is nore than a dollar

16 hi gher, which is about 35 percent higher than the

17 current IRP forecast for gas prices. And what |I'm
18 asking -- the question is, is it accurate that the
19 use of the |low gas forecast in your nodeling in this
20 I nstance i s sonewhere in the range of, let's say, 30
21 to 75 cents, depending on year, |ower than the
22 m ddl e case forecast that you view as the nost
23 likely?
24 A Agai n, subject to check, if | understood
25 the question, was what do the nunbers in the
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docunent say? rage 1
Q Yes.
A They speak for thensel ves.
Q Ckay. Does that represent to you that

your -- had you done this nodel in 2013, the

Conpany's current m ddl e case gas forecast would
have been outside the range of what you consi der
reasonabl e, given the reasonabl e range you're using
in this forecast?

A | don't know that | understand the
guestion. What | believe you' ve stated to ne,
agai n, subject to check on whatever the nunbers say,
is that in 2013 -- which, presumably is probably a
2012 price curve, sonething six years ago, |'m
guessi ng -- was about a dollar higher than our
current base case projection, and that our |ow case
Is 30 cents-ish, if | recall your statenent, again,
what ever the nunbers say, |ower than our current
medi um case. And |I'mnot quite sure if you're
saying if our current nmediumis outside the bal ance
of what ?

Q So what I'mtrying to get to here is that,
if you used a |low gas price case scenario in the
2013 nunbers, it would have resulted in the | ow gas

price being projected through years 2023 sonewhere
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1 in the range -- if you were dropping those by, IZﬁqi;So
2 say, 50 cents -- you would have projected the |ow

3 gas scenari o today being around $3.75, subject to

4 check.

5 M5. MCDOWELL: | just object to this.
6 | don't think there's any foundation for these

7 questions. | know there's a fair anount of subject
8 to check, but now we're asking questions that are,

9 think, pretty vague in terns of the range and the
10 conpari son. So w thout nore foundation, | don't
11 think this question is proper.
12 COW SSI ONER LEVAR: I n cont ext of

13 that objection, if you'd like to clarify where this
14 I's going, maybe, that m ght hel p.

15 MR JETTER | think where this is

16 going is pointing out that the | ow gas case is not
17 even as | ow as changes in I RP change in the gas

18 price. That the Conpany's projected, kind of, outer
19 bound | ow gas price is so close to the m ddl e gas
20 price that it's outside the range of what we would
21 have been using -- what we would have projected
22 today -- using the 2013 IRP. And so the core of the
23 question is, is the range broad enough in the nodel
24 to be confident in the results? |s the range, away
25 fromthe projected gas price, broad enough, is the
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| ow gas price | ow enough to be a reasonabl e

representation of the future range of what we woul d

expect to see?

M5. MCDOWELL: | just want to restate
nmy objection. | don't think that helps at all. |
think it's still vague in terns of what's being

conpared, the time frame in which it's being
conpared, and what the ratios are that he's trying
to conpare. | don't object generally to sone
subject to check questions and sone questions around
conpari sons, but they need to be clear on the record
and | don't think these are at all.

COW SSI ONER LEVAR: Based on the
explanation, | don't think I'mprepared to rule that
that issue is not relevant or has sone value. |
think 1'Il let you continue on, but | note the
concern, and | was having sone chall enge foll ow ng
where we were goi ng.

BY MR JETTER

Q Ckay. Maybe |['Il ask a few questions to
kind of |let them speak for thenselves, let's say
that, which I think we've sort of covered but we'll
reiterate. Wuld you accept, subject to check, that
the 2013 Rocky Mountain Power filed business plan

woul d have shown 2018 natural gas prices at just
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over $57?

A | do not know.

Q kay. Would it surprise you if it was
just over $5 in that nodel and just a few years
later, we're at a point where, in the sane year of
forecasts, the Conpany's high gas price range is
about $4.25?

A Again, |'mnot sure what nunber was used
in a business plan fromfive years ago and how to
conpare that to where current markets are.

Q Wul d you accept, subject to check, that
your projections in the 2013 IRP weren't very
accur ate?

A | di sagree.

Q Wul d you say that gas prices today are in
the range of $4 to $5?

A "' mnot sure over what tinme frane.

Q Let's say, the prices between 2017 and
2018, average?

A So I'mgoing to check ny testinony. |
believe |I've got a graph that tells us what the
mar ket prices are. |If we want to go down that path,
| can point you to the exact figure if you give ne a
nonent .

Q kay.
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1 A So for the record, I'mlooking in ny rage 89
2 suppl enental direct testinony, line 97, which shows
3 our figure 1-SD --
4 M5. MCDOWELL: M. Link, | don't want
5 to interrupt you -- but | just did, so sorry. |I'm
6 just saying | need to because |I know you're | ooking
7 at a yellow piece of paper, so | just want to
8 caution you if you do get into confidential
9 information, give ne the signal so | can then nake
10 the appropriate notion.
11 A Thank you for the rem nder. Nothing that
12 | say will, | think, be confidential. That graph
13 speaks for itself, in terns of what the current base
14 assunptions are for Henry Hub natural gas prices
15 i ncluded in the econom c analysis for this case, the
16 nost recent.
17 BY MR JETTER
18 Q And so why shoul d we be nore confident?
19 We know that the next nbst recent ones were off by
20 significant margins. Wy should we be confi dent
21 this one is nore accurate?
22 A G ven the back and forth that we've had,
23 I'"'mnot sure that | can say with certainty --
24 because I'ma little confused around which
25 references we were pointing to up to this point --
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that these are any | ess accurate than anything from

prior forecasts. But | will say that these are
not hi ng nore than projections of forward narket
prices. In fact, through the front end of our
forecast period, we don't really do a forecast. W
rely on observed market quotes at a given point in
time, which is applicable through about a six-year
wi ndow. They have an influence through the first
seven years of our forward price curve, so this is
t hrough approximately, | think, the 2024 tinme frane
if I did ny math correct there, and then beyond that
period, we go through a pretty extensive review of
t he nost current baseline forecast.

Qur nethodology is not to do a regression
off of, let's say, past history, and that history is
an indicator of where prices will go noving forward.
W rely on these third-party experts over the | ong
term and fundanental assessnents of what it costs to
produce gas, what is -- where pipelines are |ikely
to be constructed, what policies mght influence
those prices, and factor those variables into our
| ong-term projections. And so fromthat standpoint,
| believe they are the nost accurate and
representative projection that we have available to

us at this tine.
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Q Wul d you agree that the forecasts have

substantial risk in fluctuation up or down?

A There is no question that any forecast is
uncertain, that they can go up and that they can go
down from current expectations. And I'll mmc sone
comments that M. Hoogeveen nentioned in his remarks
this norning, which is that this is precisely why we
| ook at a range of scenarios and sensitivities also
i nformed by the nost recent review of fundanent al
factors that could cause gas prices and therefore,
power prices to go |ower or higher over tine. And
"Il also say the further out you go, the |less
certain, | think, those things get over tine.

Q If your gas forecast price were a dollar
hi gh t hroughout the range, would that substantially
change the econom cs of this project?

A | don't know that | have the ability to
tieit to a specific gas price assunption. W ran
the high gas and the | ow gas case, and so | think

there's probably sonme inferences that could be nade

fromthat. | just don't have it at ny fingertips
ri ght now
Q Thank you. [|'mgoing to change direction

just a little bit here. You nention in your opening

statenent that there would be a reliability benefit
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fromthese turbines. Could you explain what

reliability benefit, as conpared to the existing
fleet of utility generation assets, would be the
result?

A | can generally respond to this question,
which is, the new equi pnrent has better controls and
ability to inprove power quality on the system they
provi de additional voltage support. Beyond that, |
think M. Henstreet is best if we want to dive into
the specifics of that information, but generally,
that's the intent. And | would note that there's no
specific value attributed to that dollar value in
the econom c analysis, it's sinply a recognition
that this nore nodern equi pnent provides those
additional reliability services that are not
avai l able with the current equi pnent.

MR, JETTER  Thank you. | have no
further questions.

COW SSI ONER LEVAR:  Thank you,
M. Jetter. M. Russell.

CROSS- EXAM NATI ON
BY MR RUSSELL.:

Q Thank you, M. Chairman. | have a few
guestions, and I want to focus our discussion on the

use of nom nal PTC val ues while using levelized
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1 capital costs. You nentioned in response to a rage B
2 guestion -- and | apol ogi ze, | don't renenber

3 whether it was a question from M. Snarr or

4 M. Jetter -- but you indicated that capital costs
5 are not recovered on a levelized basis; is that

6 right?

7 A That's correct.

8 Q kay. The justification for using nom na
9 values for PTCs is that that's a nore accurate
10 reflection of how PTCs will flow through in rates;
11 Is that right?
12 A It's a -- that's correct. It is a nore
13 accurate representation of how they flow through in
14 rates. And it's also a nore accurate and consi stent
15 treatment with how we handl e costs, |evelizing of
16 costs, over different tine periods within our IRP or
17 IRP nodels in this instance. As M. Hoogeveen noted
18 this norning, essentially -- and | conpl ete agree
19 with his testinony -- using a nom nal stream of PTC
20 benefits over 10 years would, by definition,
21 generate the precise sane present val ue stream of
22 benefits of those PTC benefits over that sane
23 10-year wi ndow. The issue here is that PTCs have a
24 10-year life, not a 30-year life. |If they had a
25 30-year life, then our approach of |evelizing them
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all the way out for the 30 years woul d have been

nor e appropri ate.

Q If at least part of the justification for
usi ng nom nal values for PTCs is that it nore
accurately reflects how PTCs fl ow through to rates,
why is it appropriate to use levelized capital costs
because you' ve acknow edged are not recovered on a
| evel i zed basi s?

A The easy and quick answer is that the
capital costs are spread over the full life of the
asset, so through 2050, let's say, in this instance,
whi ch goes beyond the forecast period that we're
usi ng when running our |RP nodels, which term nates
in 2036. For PTCs, they fall within, wholly wthin,
the 20-year forecast period within the 2036 tine
frame. That's the quick and easy explanation for
why there's a differentiation. The |ogical
rationale as to why that makes sense is because with
the capital costs, not only are we not -- we're not
capturing the way it's capturing rates when we
| evel i ze those, but we're also not accounting for
any benefits that that capital cost provides -- that
opportunities provides for the last, in this
I nstance, 13 years of the asset life. And so that's

the primary justification.
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I wll highlight, though, that the
anal ysis performed by parties in the nost recent
round of testinony that attenpts to provi de nom nal
capital costs and nom nal PTCs through 2036 w t hout
going all the way to 2050, shows that these projects
provi de econonmi c benefits in all cases. So while |
do not agree with that approach, that's where ny
statenent in ny opening comments of ny summary cones
from | don't agree with the approach, but it stil
shows that our conclusions are valid.

I wll also say that if one has concerns
with this whole levelization issue, it's a conplete
noni ssue when | ooking at the results through 2050.
Wi ch, again, as M. Hoogeveen stated and | support,
is the appropriate tine frame to analyze for the
uni que opportunities here in these specific
proj ects, because right after the | RP nodels stop
forecasting, right after 2036, that is the timng
when these assets, w thout repowering, would
otherwise hit the end of their lives, essentially
retire, and so the increnental energy that they
produce goes fromroughly 750 gigawatt hours a year
up to 3,500. They also, at that tinme, begin
contributing systemcapacity. So that's the

appropriate tine frane for those specific reasons
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on this project to |look at, and in that instance,
all costs are nomnal. And the reason we're able to
do all costs nomnal -- tying back to ny earlier

comrents in response to the question from Counsel --
Is that we're covering the full life of the asset.
So in that instance, using nom nal capital revenue
requi renment, nom nal PTCs together, nakes sense.

Q Doesn't pushing the analysis to 2050 get
us away fromthe 20-year planning process that's
used in the IRP, though?

A I wll say that going out to 2050 is
| onger than the 20-year |RP planni ng wi ndow.

MR. RUSSELL: GCkay. | don't have any
further questions.

COW SSI ONER LEVAR:  Thank you. Any
redirect?

M5. MCDOWELL: Yes, thank you.

REDI RECT EXAM NATI ON
BY MS. MCDOWELL

Q M. Link, you had sonme questions from
Di vision's counsel around the forward price curves
used in this case. Can you clarify, has the Conpany
updated the forward price curve throughout this
case?

A Yes.
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1 Q And in which analysis did the Conpany rage 9%
2 update its forward price curve?

3 A Well, we had our original filing, and I

4 beli eve we nmade an update -- you're challenging ny
5 menory on this -- | believe we nade an update in our
6 rebuttal and again, we nade our final update with

7 our supplenental direct filing.

8 Q In all of the analysis that incorporated
9 those forward price curve updates, did the Conpany
10 continue to show net benefits associated with the
11 repoweri ng project?
12 A Yes. Throughout the entire analytica
13 time frame of this docket, every tine that we nmade
14 an update, the projects continued to show net
15 econom ¢ benefits for custoners across all the
16 cases, supporting my comments in my opening sunmary
17 that the fact that we're updating to account for the
18 nost current information and circunstances rel ated
19 to this project denonstrates the durability of the
20 benefits that we're projecting for this investnent
21 opportunity.
22 Q And with respect to issues around the | ow
23 natural gas price curve, does the project continue
24 to show benefits in that |ow price curve scenario
25 al so?
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A Yes. There's three | ow gas curve

scenarios with varying CO2 assunptions. All three
of them even the one with no CO2 price assunptions,
shows benefits for these projects.

M5. MCDOWELL: That's all the
questions | have. Thank you.

COW SSI ONER LEVAR:  Any recross,
M. Snarr?

MR. SNARR  No.

COW SSI ONER LEVAR:  Thank you.
M. Jetter?

MR, JETTER. No, | don't have any
recross. Thank you.

COW SSI ONER LEVAR: M. Russel | ?

MR, RUSSELL: | do have one questi on,
just on that |ast one.

RECROSS EXAM NATI ON
BY MR RUSSELL:

Q Not all of the individual repowering
proj ects show benefits in the | ow gas scenari o,
correct?
A | believe that's a fair statement. | wll

clarify that when we go out through the 2050 tine
hori zon, the Leaning Juniper project in the worst,

wor st, worst case outconme with |ow gas, zero CO2, is
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1 essentially, | believe, break-even econom cs. rage S
2 Q In the 20-year ook -- and I'Il just refer
3 you to your Table 2-SD in your supplenental direct

4 testi nony --

5 A |"msorry. Could you repeat the table

6 nunber ?

7 Q Yes. Table 2-SD. It's on page 14.

8 A I'"mthere. Thank you.

9 Q kay. In that table -- correct ne if I'm
10 wong -- this is through 2036, correct?
11 A Yes.
12 Q And in that table which shows each

13 I ndi vidual project in the |ow natural gas, zero CO2
14 price policy assunption, the Leaning Juni per project
15 shows greater costs than benefits in all three of

16 the nodel runs that were used in that scenario,

17 correct?

18 A Yes, it does. | think in nmy response to
19 the previous question, | noted it was through the
20 2050 year results, which consist of with nmy prior
21 coments, as what | see is the best way to | ook at
22 these projects. And so, yes, in that one scenario
23 under the 2036 anal ysis, Leaning Juni per shows costs
24 slightly higher -- or shows a roughly slight net
25 cost for that for this particul ar project.
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1 Q Ckay. Let's turn back one page to Tabl e
2 1-SD, which is a simlar table except this is each
3 project in the medium natural gas, medium CO2 price
4 policy assunption. And in that price policy

5 assunption, the Leaning Juni per shows zero benefits
6 in each of the nodel runs. And again, this is

7 t hrough 2036, correct?

8 A Yes, that is what the table shows. And
9 maybe |'l| take this nonment to highlight that I'm
10 al so fram ng up ny comments froma perspective of
11 the conservatismbuilt into our analysis,
12 recogni zing there's no capacity value captured in
13 t hese anal yses, that the 2036 does not account for
14 the significant energy increase that occurs right
15 after this time horizon in the capacity val ue.

16 MR, RUSSELL: Nothing further.

17 COW SSI ONER LEVAR:  Thank you.

18 Comm ssi oner Wihite, do you have any questions for
19 M. Link?
20 BY COW SSI ONER WHI TE:
21 Q There's a wide range of different
22 scenari os based upon gas prices, carbon outl ook, et
23 cetera. Is it -- | understand that some of the
24 proj ects maybe have potentially higher risk or
25 potentially | ess benefits. |Is the total value
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1 proposition dependent on the entire package, | rage 5
2 guess, or is it sonmething fromthe Conpany's

3 perspective where it's like, well, yes, we could

4 drop this or not this, you're not -- even the

5 custonmers are not going to get as many benefits?

6 A Again, I'll try to -- I'mwlling to make
7 M. Hoogeveen's comrents on this, that it is fair to
8 | ook at each project on a project-by-project basis

9 to ensure that we're making the right decisions on a
10 proj ect-by-project basis. And | think we view the
11 Leani ng Juni per project as an exanple as one that
12 shows under -- out of nine price policy scenarios,
13 there is one, potentially, out of nine, that shows
14 it to be unfavorable under one | ook, under a | ook
15 t hat does not account for any of the long-term
16 benefits that |'ve nentioned. And that when you
17 | ook at the longer termanalysis -- which | believe
18 is the nost appropriate in this particul ar
19 i nstance -- that does show benefits and accounting
20 for the conservatism And so, again, taken on a
21 whol e, nost likely deliver these benefits, one out
22 of, say, nine price policy scenarios under one view
23 Is not sufficient to say that that project is not
24 nost likely and why we're still supporting the fact
25 that that is a worthwhile and val uabl e project that

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



http://www.litigationservices.com

HEARI NG DOCKET NO. 17-035-39 - 05/03/2018

© 00 N o o b~ w N P

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

Page 96
we shoul d proceed.

Q | understand that wind is -- you know,
it's an intermttent source of energy and there's a
ot of wwnd on the system-- and | apologize if this
Is in your testinony -- but was the potential effect
on how ot her of the Conpany's resources are utilized
in this newworld of, you know, increased w nd, was
that ever npdeled as a cost -- in other words, |I'm
tal king specifically about heat rates of plants.

A Yes, and that's partly why this
nodel ing -- these nodeling tools are the appropriate
tool to analyze these sort of investnments where this
I ncremental energy fromthese projects wll be about
26 percent higher than their current |evel of
producti on once repowered. That added energy on the
system was nodeled with an hourly shape and profile
that mmcs the type of volatility that we have seen
in operating these facilities since they've been
brought online, roughly ten or nore years ago, such
t hat when the output actually increases over tine,
our systemhas to redispatch and in fact, when -- in
my testinony, | nake reference to net power cost
benefits and those sorts of things, it's really that
dynam c where in hours where the wind is up, it may

back down, let's say, an existing generating unit or
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redi spatch a coal or gas plant, avoid the fuel costs

there, that is the net power cost benefit accounting
for redispatching our systemand why it nakes sense,
again, to analyze these projects in that type of
nodel .

Q So even though it may affect efficiency of
certain plants, the overall net power cost benefit
Is a plus, is what you're saying?

A Yes. Absolutely accounts for -- our
nodel s account for heat rate curves and the fact
that if they're running at | ower levels, that the
heat rate goes up, essentially.

Q | just have one other question. | think I
heard you correctly -- in your sunmary, you
nmenti oned sonet hi ng about it's your understanding
that the statute by which we're | ooking at the facts
and applying it to the | aw woul d not necessarily
require need. Can you expand on that? | wasn't
sure if that's what you said, and | apol ogi ze if
| --

A That's ny read of the | anguage, you know,
that [ays out the various factors when determning a
request is in the public interest, in this case, and
| don't recall seeing the term"resource need." In

that instance, it tal ks about those consi derations |
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1 mentioned that | cover, | think in ny testinony,

2 nost likely to deliver the | owest reasonabl e cost,
3 risk, near-termand |l ong-terminpacts, and those

4 el ements. So ny basis for that statenent is on ny
5 Interpretation of those factors in the statute.

6 COW SSI ONER WHI TE:  That's all

7 have. Thank you.

8 COMM SSI ONER LEVAR:  Conmmi ssi oner

9 d ark?
10 BY COW SSI ONER CLARK:
11 Q Thank you. Just a few questions. Good
12 norning. First, can we assunme that the cost
13 information on a per unit basis that's in the
14 Conpany's presentation would apply were the Conpany
15 to only build one of the projects? Another way to
16 ask that, | suppose, is, is there sone el enent of
17 synergy that's operating in this portfolio of
18 projects and bringing themto fruition that we
19 haven't yet been told about?
20 A My understanding is that the pricing that
21 we have nodeled is a direct reflection of the
22 progress we've made in negotiating agreenents with
23 GE and Vestas. And | believe M. Henstreet is
24 certainly better equipped to directly hit on that
25 questi on.
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1 Q Ckay. We'll cone back to that, then. rage 5
2 Thank you. | thought that m ght be the case. Now,
3 on the subject of |ooking at the PTCs froma nom nal
4 perspective and the cost -- well, I'Il call it the
5 cost stream-- froma |evelized perspective, in the
6 case of the 30-year study horizon, did | understand
7 you to say that as you' ve evaluated that 30 years of
8 costs, that you | ooked at that on a nom nal basis,

9 or was it only nom nal from 2036 to 20507

10 A The entire tinme period uses nom nal

11 revenue requirenent for capital and for the PTCs.

12 COMM SSI ONER CLARK:  Thank you. That
13 concl udes ny questi ons.

14 COMWM SSI ONER LEVAR: | don't have any
15 addi ti onal questions, M. Link. Thank you for your
16 testinony today. M. MDowel .

17 M5, MCDOWELL: M. Lowney is going to
18 handl e our next witness, so I'll turn it over to

19 hi m

20 MR, LOANEY: Rocky Mountain Power's
21 next wtness is TimHenstreet.

22 TI M HEMSTREET,

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

25 DI RECT EXAM NATI ON
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1 BY MR LOMNEY: rage 100
2 Q M. Henstreet, could you please state and
3 spell your nanme for the record?

4 A Tim Henstreet, |ast nanme i s Henstreet,

5 He-m-- street, like a road -- s-t-r-e-e-t.

6 Q And how are you enpl oyed, M. Henstreet?
7 A I'"'mthe director of renewabl e devel opnent
8 for Pacifi Corp.

9 Q And in that capacity, did you file
10 testinony in this case?
11 A Yes, | have.
12 Q And | will represent to you that the

13 testinony you' ve filed is your direct testinony and
14 acconpanyi ng exhi bits, your rebuttal testinony, your
15 surrebuttal testinony, your supplenental direct

16 testinony, and your supplenental rebuttal testinony.
17 Does that sound correct?

18 A Yes.

19 Q And, M. Henstreet, do you have any
20 corrections to that testinony today?
21 A | have two corrections to typographi cal
22 errors in my testinony. The first is on line 350 in
23 ny direct testinony. On that line, |I said 10 of 32
24 wi nd turbines that would not need to be repowered;
25 t hat nunber should actually be 12. And that's the
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nunber that's correctly reflected in our economc
anal ysis. And ny second correction is in ny
rebuttal testinony filed in October 2017, at line
503. | stated that 160 mllion data points were
used to assess the energy production estinmates, and
t hat nunber should be corrected to 130 million
poi nt s.

Q Thank you, M. Henstreet. And with those
two corrections, if | were to ask you the sane
questions today, would your answers be the sane?

A Yes, they woul d.

MR. LOMNEY: The Conpany noves to
admt M. Henstreet's testinony into the record as
just descri bed.

COW SSI ONER LEVAR:  Thank you. |If
anyone has any objection to that, please indicate to
ne. |'mnot seeing any objections, so the notion is
gr ant ed.

BY MR LOMNEY:
Q M. Henstreet, have you prepared a sunmmary

of your testinmony for the Conm ssion today?

A Yes, | have.
Q Pl ease proceed with that summary.
A Conmmi ssi oners, thank you for the

opportunity to testify today on an anmazi ng project
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that's avail able to our custoners.

I have worked as an engi neer and proj ect
manager for the Conpany since 2004. |In 2016, |
assuned the role of Director of Renewabl e Energy
Devel opnment. In this role, | oversee the
devel opnent of the Conpany's renewabl e energy
resources. | feel very fortunate to have a role in
this project, which is going to deliver
extraordi nary benefits to our custoners. M job in
delivering this project is to help expand the
Conpany's supply of zero-fuel cost energy resources
and to achieve the | owest cost of energy for our
custoners. | look forward to a couple of busy years
ahead as they have been in the past, as we work to
make this opportunity a reality.

Today's hearing is an inportant step in
this project and in this process. | appreciate the
opportunity to testify on the technical aspects of
the repowering project, our due diligence in the
devel opnent of the project, and the favorable
commerci al arrangenents the Conpany has negoti at ed
with it's suppliers.

At the outset, | want to be clear that the
repowering project is on schedule and on budget.

Assum ng the Conmm ssion approves the project by

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



http://www.litigationservices.com

HEARI NG DOCKET NO. 17-035-39 - 05/03/2018

1 early June, we'll begin work this summer inprov??%f e
2 foundati ons and engagi ng i n other construction
3 activities necessary to bring nost of the facilities
4 to commercial operation in 2019. This will ensure
5 qualification for PTCs wwth anple tine for
6 unanti ci pated project issues.
7 First, I will provide sone engineering
8 and commerci al background on the repowering project.
9 W nd technol ogy has advanced substantially since the
10 facilities were first constructed between 2006 and
11 2010. Inprovenents in materials and design have
12 al l oned bl ades to becone | onger, and have al |l owed
13 new control and sensor technologies to mtigate the
14 | oads on existing wind turbines. This now allows
15 for our existing towers and foundations to be fitted
16 with nore efficient, larger, nore reliable
17 equi pnent. The inproved sensor and condition
18 noni toring systens in these new turbines will also
19 allow us to nore accurately diagnose and predi ct
20 mai nt enance failures so that we can address those
21 bef ore they becone issues.
22 The turbines with which the Conpany
23 proposes to repower will also include enhanced
24 vol tage power quality and inertial support to the
25 transm ssion system This will nmake it easier to
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integrate wi nd energy into our systemwhile

enhancing grid reliability. The repowering project
will also allow the Conpany and its custoners to
realize these technol ogi cal advancenents whil e
qualifying the repowered facilities for a hundred
percent of the value of production tax credits,
resulting in the | owest cost alternative through
the continued operation of these facilities.

I n Novenber 2016, the Conpany determn ned
t hat repowering can be inplenented at a subset of
our facilities. Qur group then noved quickly to
secure safe harbor equi pnent before the end of 2016.
Thi s enabl ed subsequent repowering projects to
qualify for that 100 percent of the production tax
credit. W then negotiated comercial arrangenents
with General Electric and Vestas to inplenent the
repowering project, bringing these turbines online
in 2019 and 2020. Subsequent refinenent of the
equi pnent specifications has materially increased
the value of the repowering project and materially
decreased uncertainty and ri sk.

Qur eight Womng facilities enploy GE
turbines. For these facilities, the Conpany has
negotiated a turnkey master retrofit contract that

provides for repowering at a fixed price with
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significant risk mtigation provisions that ensure

that the repowering can be delivered consistent with
t he Conmpany's econom c analysis. Significantly, the
CE master retrofit contract mtigates risk rel ated
to achieving comercial operation of the repowered
turbines by the end of 2020. This certainty on
operations costs provided by a service agreenent
with the GE turbines also significantly reduces
custoner risk related to the ongoi ng operations
costs of our wind fleet.

The Conpany's negotiated contract with
Vestas, for the facilities in Oregon and WAshi ngton
provides simlar attractive pricing at fixed cost.
We are now finalizing negotiations with wind energy
construction conpanies for the installation of these
turbi nes, and we expect to conclude that process
shortly.

Over the |ast year, we have conpl eted
significant due diligence on the repowering project.
This increases the certainty that we can deliver al
of the benefits described in the Conpany's
testi nony.

First, the Conpany retained Ernst & Young
to conduct an independent eval uation analysis of the

retai ned conponents of the wind facilities to ensure
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that the retained value of the conponents does not

exceed 20 percent of the final value of the
repowered turbines. This is necessary for these
turbines to be eligible for the PTGCs.

Second, the Conpany's engi neering
consultant, Black & Veatch, verified that all the
foundations of the facilities are suitable to accept
the new equi pnmrent with nodifications to two of the
facilities. Additionally, Black & Veatch has
verified that the foundations can w thstand
additional |oading for the |longer service lives
antici pated through 2050 for these repowered
facilities.

Third, we also worked with Black & Veatch
to devel op estinmates of the increase in generation
that will result fromrepowering. W devel oped the
production estinmates using the extensive generation
data history available for these facilities,

i ncorporating mllions upon mllions of data points
reflecting actual operating conditions to assess the
expected generation increases. These estimates al so
I ncor porated additional nodel ed wake | osses that

will result fromthe installation of |arger rotors
to nore accurately reflect expected generation. The

energy production estimates we have devel oped are

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



http://www.litigationservices.com

HEARI NG DOCKET NO. 17-035-39 - 05/03/2018

Page 107

1 conservati ve, because they do not take into account
2 addi ti onal generation that we expect as a result of
3 i ncreased turbine availability that will be

4 del i vered pursuant to the Conpany's negoti ated

5 contracts for service and mai nt enance.

6 Fourth, we diligently pursued the

7 permtting necessary to inplenent the repowering

8 proj ect and now have the major permt approvals

9 required for 11 of the 12 facilities.
10 What are the benefits of repowering from
11 an operations perspective? As nentioned before,
12 repowering is estinmated to i ncrease energy
13 producti on by approximately 26 percent, with
14 production increases ranging from17 to 39 percent,
15 depending on the facility.
16 Repowering will also avoid capital
17 expenditures to address certain major conponents in
18 the wind fleet that are experiencing significantly
19 hi gher failure rates than simlar equipnent. G ven
20 the two-year warranty periods for the Wom ng
21 facilities and for the Vestas facilities, repowering
22 al so provides a greater certainty related to ongoing
23 operations cost.
24 Bei ng designed to the sane standards as
25 new wi nd projects, repowering will also extend the
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asset lives of the repowered facilities by up to 13

years, creating significant additional energy and
capacity after the existing facilities would have
otherwi se retired. The repowered turbines, being of
nore nodern design, wll also provide enhanced

vol tage, power quality, and inertial support, and
make it easier to integrate this energy into our
portfolio.

As M. Link has expl ained, our economc
anal ysi s denonstrates that repowering is the | east
cost alternative available for the continued
operation of these 12 wind facilities. There has
been nmuch testinony regardi ng which projects provide
the greatest benefits to custoners on an absol ute
basis, relative to their costs, or relative to other
projects. But it is inportant to renenber that the
Conpany's analysis, as well as that perforned by
ot hers, denonstrates that repowering all these
facilities is the |l east-cost alternative.

Qur goal is to operate the Conpany's w nd
generation assets in an efficient, cost-effective
manner that reduces risk for the long-term benefit
of our custoners. Repowering offers us the
opportunity to do just that and provides us that

| east-cost, least-risk alternative for the
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1 conti nued operation of these facilities.
2 Repoweri ng makes sense for custoners, and
3 everyone in ny group is fully conmtted to bring
4 this project toreality. | respectfully request
5 that the Comm ssion approve the Conpany's resource
6 deci sion and all ow the repowering project to proceed
7 so that these substantial benefits can be delivered
8 to our custoners.
9 Thi s concl udes ny summary. Thank you.
10 MR. LOANEY: M. Henstreet is
11 avail abl e for cross-exam nation.
12 COW SSI ONER LEVAR:  Thank you.
13 Ms. Tornoen Hi ckey, do you have any questions for
14 M. Henstreet?
15 M5. HI CKEY: No, thank you.
16 COW SSI ONER LEVAR:  Ms. Schmid or
17 M. Jetter?
18 M5. SCHM D: My turn.
19 CROSS- EXAM NATI ON
20 BY M5, SCHM Dt
21 Q Good nor ni ng.
22 A Good norni ng.
23 Q At lines 396 through 434 of your
24 suppl enental rebuttal testinony, you address
25 concerns --
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1 A |"'msorry. Can | catch up with you? IS
2 is ny February testinony?

3 Q No. Your supplenental rebuttal. That

4  would be April.

5 A And |ine 3967

6 Q 396 to 434. Here you respond to concerns
7 that Dr. Zenger and M. Peaco raised on the

8 estinates of the wnd resources, and | have sone

9 guestions pertaining to your responses.
10 A Ckay.
11 Q Is it true that you consider the long-term
12 average value to be the appropriate estimte of the
13 energy value to use in the Conpany's economic

14 anal ysi s?

15 A Yes. W have used the full output history
16 of these facilities as our baseline assunption for
17 generati on.

18 Q Have you done ot her estimates regarding

19 uncertainty? So apparently, a P-10 val ue neans that
20 the value will be net or exceeded 10 percent of the
21 time. Have you done any analysis of the range of
22 uncertainty on the annual production, such as
23 estimating the P10, the P50, and the P90 val ues?
24 A No, we have not. That's an analysis you
25 do for wind nodeling for resources that you're
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1 planning to construct, not resources that you have
2 actually operational data from

3 Q But despite the fact you have sone

4 operational data, you're putting new equi pnent in;
5 is that right?

6 A Correct.

7 Q If we turn now to your chart, your

8 Table 2, which is at line 421 at the bottom of that
9 page.
10 A Ckay.
11 Q Do you agree that the chart shows an
12 asymmetry of outcones, sonme are higher, sone are
13 | owner ?
14 A | agree that it shows variability in w nd
15 producti on and esti mates.
16 Q G ven that for 2015, the value is
17 12.6 percent |ower, do you have an estimte of what
18 the | ower bound val ue m ght be?
19 A No, | do not. | believe that was provided
20 I n discovery for each year of that four-year period,
21 but I don't have it in front of ne.
22 Q Do you agree that the econom cs of the
23 project are particularly sensitive to production
24 levels in the first ten years, which is the PTC
25 peri od?
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A | actually don't, because the PTCis

earned on the entire output of the facility, you
know, the actual energy production increase. You're
earning the full PTC on the entire output, and so
the production increase is actually a relatively
smal |l increnent of the economc return of the entire
proj ect .

Q What happens, however, if the PTC out put
for the whole project is lower than -- or the
production of the project is |ower than antici pated?
wn't the PTC val ues be | ess?

A Yes. The benefits fromthe PTC will be
| ess.

Q For ny hypothetical, do you know how nuch
| ess the PTC benefits would be reduced if there were
a 10 percent drop?

A | do not.

Q And | don't know if this nunber is
confidential or not. Can you give ne just one
second?

COW SSI ONER LEVAR:  Yes.
BY M5, SCHM D

Q Since the nunber | want to use is

confidential, can | just say that would you accept,

subject to check, it could be a significant drop?
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A No.

Q kay. We'll leave that. You offer
reasons why the Conpany didn't offer an anal ysis,
prepare an analysis, of a plan to do repowering only
on -- I"'mgoing to call themthe problematic
turbines -- the turbines that are likely to have
failed conponents. And I'mreferring to your
testinony at lines 435 through 467, and this is also
your supplenental rebuttal testinmony. 1'Il give you
a chance to get there.

A Ckay.

Q Sone of this is confidential, so | wll
steer away fromthat. For exanple, one of the
Issues is confidential. And so it's nunber three,
which is not a confidential thing, so I'mgoing to
refer to it as the third issue. So is it true
that -- are the Genrock I and |1l and the Rolling
Hlls facilities each going to be conpletely
repower ed?

A No. There are 32 turbines that wll not

be repowered at those facilities.

Q In your testinony at lines -- around 435
to 467, you say that -- and if | read this
correctly, it's on line 439 -- "The anal ysis that

M. Peaco suggests presents many challenges as it
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woul d be inconsistent with negotiated contracts wth

turbine suppliers to repower all turbines at its
facilities that can be repowered and qualify for
PTCs. "

A Yes, | see that.

Q Then you say that repowering certain
turbi nes but not others would inplicate the service
and mai ntenance agreenents. |Is that a fair
representation of your testinony on 442 to 4447

A Yes.

Q So how -- with regard to the d enrock |
and Il and Rolling Hills facilities, how did you
address the issues that you state here? And in your
testinony, you list five, the third of which is
confidenti al .

A So you want nme to go through each of those
five?

Q If you coul d.

A Sure. So the first issue relates to
pricing, essentially, for the anount of turbines
that we have proposed to repower and so that -- from
the get-go, once we had identified through our
eval uation analysis that we woul dn't be repowering
those 32 turbines, that's a negotiated el enent of

part of our GE nmaster retrofit contract, so they're
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aware of that. That's also included into our

servi ce and mai nt enance agreenment with them that
they will maintain as well, the existing turbines
that won't be repowered, and they wll provide the
sane exact availability guarantees for those
turbines as the remainder of the new turbines. So

that's the first two.

The third, 1'll just say that that issue
can be resolved -- given that CGeneral Electric would
be working on all those turbines -- that that's not

an issue for themsince it's a GE turbine facility
that we repower with GE turbines.

Fourth, regarding the land rights issue,
t he Conpany owns the A enrock/Rolling H Ils project

sites, so land rights are not an issue for that

facility.

And then, fifth, that's not really an
issue that's resolved in terns of -- that would
still be an issue in this case because if we were
to -- our econom c analysis just assunes that those

32 turbines that won't be repowered falls away and
so we don't have any -- because we own the |and
there, we don't have any | and | ease issues and we
al so don't really have any issues in terns of

needing to use that site later on and finding a new
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way to repower those 32 turbines in the year 2038.

Q Since you were able to resol ve these
i ssues for this subset of projects, why couldn't you
have resol ved these issues with regard to the other
projects? Wy did you have to do -- let ne
rephrase. Wy couldn't you have resol ved these
I ssues the sane in the other contracts?

A Well, | guess | would explain it that ny
testinony doesn't say that they are unresolved. |'m
sinply saying that they have been resol ved, where
this is an issue at the one project site where we
are not repowering all turbines. For others project
sites, we are not repowering turbines with the sane
manuf acturer, and so that creates an issue in terns
of control of that project. And we al so have not
entered into discussions with | andowners about
potentially retiring turbines. W're not inpacting
the land | eases in a way that woul d substantially
drop of f production fromtheir land as we retire
turbines earlier than others.

M5. SCHM D: Thank you. Those are
all ny questions.

COW SSI ONER LEVAR:  Thank you.
M. Snarr or M. Moore?

MR. SNARR Yes. W have just a few
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guesti ons.

CROSS- EXAM NATI ON
BY MR SNARR

Q M. Henstreet, in your April 2018
testinony, back to line 14, you indicate the
Conpany' s cost and performance estimtes have becone
nore certain, resulting in decreasing risk; is that
correct?

A Correct.

Q And in the followng line, you also state
that the cost estimates are largely fixed. Wat do
you nean by l|argely fixed?

A | mean that for the GE -- for the turbines
that wll be repowered by GE, we have a turnkey
contract that essentially sets the price, and we
don't have any uncertainty about construction del ays
or other -- | guess to say, if they're doing the
whol e project at a fixed price, and so we have very
known costs, and because these projects -- as well
as the Vestas projects because, say, 80,

86 percent -- sone range of 80 percent or higher --
of these project costs really relate to the turbine
supply, bringing the turbines to the site, and

that's the bulk of the cost. The installation cost

is much less in the project than just the actual
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1 equi pnent. Those equi pnent prices are now fixed,

2 and so we have great certainty about the majority of
3 the costs of these projects.

4 Q You tal ked about the mtigation of risks
5 related to construction del ays and any concerns

6 that m ght conprom se the production tax credits

7 eligibility. | believe that's referenced in |ines
8 15 and 16. Do you have any provisions in your

9 contract that provide sone reconpense for the
10 failure to get the project conpleted tinely, and the
11 failure being, the inability of the Conpany to take
12 any of the production tax credits?
13 A In our GE contract, we have -- we have a
14 guarantee that these projects will be brought online
15 by the end of Decenber 2020, or any turbine not
16 brought online by that deadline will essentially be
17 repowered for free.
18 Q Do you view that as an appropriate
19 offset -- or is it a conparable offset to what the
20 costs woul d be and the production tax credits m ght
21 be if it were brought online tinely?
22 A | think that's -- it may even be -- well,
23 | don't want to overstate. | don't want to -- this
24 Is not a confidential discussion, so | would just
25 say, | think that very fairly reflects the | oss of
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1 production tax credits because in that instance, the
2 Conpany, its custonmers, would have received a

3 repowered turbine that will |ast ten years | onger

4 and produce, say, 22 percent nore energy, and all

5 that wll be offered, essentially, for free. From
6 General Electric, there would still be costs on the
7 Conpany's side of inplenmenting the cost of that

8 turbine retrofit.

9 Q Do you have simlar -- and are there
10 simlar guarantees or protections with the Vestas
11 contracts?
12 A No, there are not.
13 Q And isn't it true that both for the GE
14 activities that are required, as well as the Vestas
15 activities that are required to acconplish the
16 repowering, that there nay be a whol e host of other
17 contracts dealing with other contractors to
18 acconpl i sh the task?
19 A Well, there's really just for each project
20 one other -- for the Vestas projects, there will be
21 Vestas and then there will be for turbine supply,
22 and then there wll be, essentially, one mgjor
23 contractor for installation. There will be other
24 proj ect managenent personnel that the Conpany w ||
25 hire, engineering oversight, but the major -- for
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GE, really, one contractor, CGE for Vestas as well as

an installation contractor.

Q So with respect to the GE contract, if the
repowering wasn't acconplished tinely, basically it
woul d be zero cost to you and then that woul d be
zero cost flowing through to the custoners; is that
right?

A | believe so. Still, | would say we will
have managenent costs, project nanagenent costs,
related to oversight of getting a turbine repowered.
So that would -- those costs, |I'msure we woul d seek
to bring into rates, but also renmenber in addition
to that contractual provision from GEg, the Conpany
has al so guaranteed PTC qualification for all of
these turbines. And so whether it be contractual
mtigation through the GE contract or just the
Conpany's assunption of that risk, the custoners
woul d be held harmless for that failure to qualify
for PTCs.

Q But the way in which that woul d be
i npl emented would be to -- basically, you're selling
this project based upon the idea that we have
certain costs and we have a certain nunber of PTCs
to offset that cost. So if there's a failure of

neeting a deadline to acquire the PTCs, then are you
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suggesting, basically, the guarantee that the

Conpany is providing that no cost associated with
any of those repowered facilities m ght cone on too
late to acquire PTCs, that basically there wll be
no cost flow through to the custoners wth respect
to those specific facilities; is that right?

A | don't think that's the nature of the
guarantee. | think the guarantee of the Conpany is
guar anteed PTC qualification so you know, there
woul d be project nmanagenent costs of bringing that
turbine online. So let's say, as a hypothetical, a
tur bi ne was brought online on January 2nd and didn't
qualify for PTCs. | think we would treat that
turbine -- there would be costs of that
installation. The Conpany would assign its normal
proj ect managenent cost allocation to bringing that
turbine online, but you know, presunmably, the PTC
val ue woul d be inputed in our rates because the
Conpany woul d have assumed that risk and of course,
the GE contract provides for that to be reinbursed
to the Conpany, or the value of that to be -- that
turbi ne woul d be repowered for free. So exactly how
that would show up in rates, | would refer to
Ms. Steward. But essentially, it would be -- it's a

zero-risk proposition for the Conpany and the
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2 Q And because you said zero risk, |I'm going
3 to pursue this a little bit further. You could

4 acconplish that zero risk for the ratepayers by not
5 chargi ng anything for the repowered facility that

6 m ght not acquire the PTCs. O alternatively,

7 couldn't you acconplish that by charging for the

8 costs that you've incurred, but then inputing the

9 full value of PTCs, which basically the Conpany
10 would eat if they weren't actually being able to
11 take that under the IRS code?
12 MR, LOMNEY: Objection. | believe
13 M. Henstreet indicated that the ratemnaking

14 consequence of the Conpany's guarantee is better

15 addressed by Ms. Steward, who is our witness on

16 regul atory policy issues and ratenaking i ssues. So
17 | believe these question would be better directed to
18 Ms. Steward who is available and will testify

19 shortly.
20 COW SSI ONER LEVAR: M. Snarr, do
21 you want to respond to the objection?
22 MR SNARR I'll wait and we'll
23 consi der pursuing the issue with Ms. Steward.
24 BY MR SNARR:
25 Q You do tal k about risks associated with
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2 A | do.

3 Q I want to focus just a m nute about the

4 ri sks of cost overruns. Do such risks exist?

5 A I think such risks always exist in any

6 type of project. | think we've really mtigated the
7 risks of that with our fixed price contracts that

8 we' ve negoti at ed.

9 Q Now, you've mitigated them but to the
10 extent that construction costs still could rise,
11 that risk is an elenment in connection wth pursuing
12 this project; is that right?
13 A Yes, it is.
14 Q And aren't there also risks associ ated
15 with this project, associated to the ultimte
16 performance, even if that's dependent sonewhat on
17 wi nd on a given day?
18 A I"'msorry. | want to correct ny | ast
19 response. | would say the construction costs
20 related to the Vestas turbines, those are stil
21 subject to change as we conplete the negotiations
22 for the CGE projects, which are two thirds of these
23 projects. Those costs are fixed.
24 Q | appreciate that clarification. Wth
25 respect to the risk of whether these conpleted
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2 energy that has been projected, how have you

3 addressed that in any of the contracts?

4 A The contracts have standard perfornmance

5 guarantees in terns of the power curve that's

6 represented, so the manufacturers essentially

7 guarantee that -- have a warranty provided for the
8 power curve, meaning that the anmount of energy that
9 you expect to get -- you know, that they're not
10 m srepresenting the anount of energy that you woul d
11 anticipate getting fromthe installation of these
12 turbines. So a standard provision of every turbine
13 supply contract |'ve ever seen is a power curve
14 guarantee. So that's -- we have the ability to hold
15 themto that guarantee contractually. And so if we
16 see production being less than we think it ought to
17 be, or if we have a suspicion that they've
18 overrepresented what these turbines can do, we can
19 initiate a test that would allow us to verify that
20 the production froma nomnated turbine is --
21 mat ches their power curve.
22 Q Hypothetically, if you did one of those
23 tests and you were able to verify that the energy
24 bei ng produced froma particular turbine after
25 repowering is comng in at, let's say, 93 percent of
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what the guarantee was or the production curve was,

what woul d the renedy be and how wi |l that be
provi ded to the Conpany?

A There are |iqui dated danage provisions in
the turbine supply contract that say, you know, for
each increnmental percent off that they are, they
wi || pay |iquidated damages for that anount and
that's supposed to represent, essentially, the |ost
energy that you're not achieving by having a
deviation fromthat power curve.

Q And |'m curious, then, as to how t hose
| i qui dat ed danages -- in the event that sonething
happened that would require the paynent of
| i qui dat ed damages -- how that woul d provi de any
kind of conpensation or benefit to the ratepayers
who woul d be otherwi se sitting there wi thout the
prom se to energy that has been projected in this
docket .

A Wel |, again, those |liquidated damages are
I ntended to reflect, you know, the econom c harm
that that would cause and so agai n, how that would
be passed to custoners, | would refer to Ms. Steward
about that.

Q Wth respect to the possibility of cost

overruns, or even the possibility of lack of full
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1 production of the energy that is projected -- tS&?e Hee
2 risks that we've just talked about -- isn't it true
3 that this Conm ssion could require the Conpany to

4 nmeet certain conditions or provide certain

5 reconpense in order to ensure that the custoner

6 m ght be protected, based upon the suggested

7 guar ant ees the Conpany is nmaking?

8 A I would really have to defer that also to
9 Ms. Steward in terns of the regulatory authority of
10 the Comm ssion to inpose certain conditions on the
11 performance of a project.
12 MR. SNARR | have no further
13 guesti ons.
14 COMW SSI ONER LEVAR: Way don't we go
15 ahead and take a break, and we'll continue at
16 1:00 with M. Russell's exam nation of
17 M. Henstreet. Thank you. W're in recess.
18 (A recess was taken.)
19 COW SSI ONER LEVAR: W will continue
20 wth M. Henstreet's testinony. You're still under
21 oath fromthis norning, and we'll go next to
22 M. Russell, if you have any cross-exam nati on.
23 MR, RUSSELL: Thank you,
24 M. Chairman.
25 CROSS- EXAM NATI ON
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1 BY MR RUSSELL.: rage 22l
2 Q M. Henstreet, | wanted to follow up on

3 sonme questions that you had discussed with M. Snarr
4 related to the fixed price contracts, the CGE

5 contracts. You indicated that they are fixed price
6 contracts, and |I'mcurious whether there is any

7 opportunity for that fixed price to change as a

8 result of a work order, or a change order, or sone
9 ot her simlar nmechani sn?
10 A | think the opportunity for change orders
11 iIs very limted. 1'd have to go back and revi ew al
12 the contract provisions about change orders, but
13 they have assessed the sites, they've visited these
14 sites, and they've nmaintained these sites, and so
15 they really know what they're getting into. So we
16 really did our best to elimnate any opportunity for
17 changes. There are, of course, force mmjeure
18 provi sions and standard contractual provisions
19 around changing | aw and other things |ike that that
20 coul d inpact the overall price of the contract, but
21 it's really pretty |locked down in terns of its
22 price.
23 Q In your sunmary, you indicated that -- and
24 iIf I"mwong about this, please correct ne -- |
25 believe you indicated that 11 of the 12 facilities,
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you' ve received full permtting for. |Is that
consi stent with what you said this norning?

A Yes.

Q Tell nme about the 12th one. Wich
facility do you not have full permts for?

A That's the Leaning Juniper facility, and |
think we'll receive that approval in the next week
or so.

Q What permits are you waiting on?

A That is a conditional use permt fromthe
county, and in the state of the Oregon, that's what
governs our facilities.

Q Thank you. Wen the Conpany filed its
direct testinony, it provided its econom c case for
this project based on certain rotors or blades. And
| gather that over the course of this case, the
rotors or blades that you intend to use has changed;
is that right?

A That's consistent with nmy testinony.

Q Can you expl ain what that change has been
and what the intention is now with respect to which
rotors and bl ades you intend to use?

A Over the course of the case, we did nake a
change in Cctober in rebuttal testinony. GE was

able to prove out a new rotor dianmeter, a 91-neter
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1 rotor instead of an 87-nmeter rotor, that that would
2 technically work for our facilities. And so that

3 was the change that was reflected in our cost and

4 performance update back in Cctober.

5 Q And will all of the repowered w nd

6 facilities receive that new -- | think you said

7 91-neter bl ade?

8 A In Wom ng, yes.

9 Q But not in Washi ngton and Oregon?
10 A No. Those are Vestas projects with
11 di fferent equi pnent supply.
12 Q kay. Thanks for that clarification. You
13 also indicated, | think, in your testinony and in
14  your summary, that certain of the facilities

15 requi red sone work to be done, | think, on the

16 foundations, but it nmay have been sonething el se.

17 Can you expound on that a little bit?

18 A Yes. So the foundations for the Leaning
19 Juni per and the Goodnoe Hills facility, those needed
20 standard retrofits, essentially, to strengthen the
21 foundations so that they will neet current code
22 related to the | oads that they're subjected to.
23 Q And with those changes in foundation, wll
24 t he Leani ng Juni per and Goodnoe Hills be able to
25 utilize the new bl ade technol ogy? | understand that
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1 those are in Oregon, | think, and so they're no?a%%u§30
2 CE bl ades, but will they be able to utilize new or

3 nore economni cal bl ades?

4 A Those foundation retrofits are consistent
5 with the bl ade specification that we have for those
6 projects as reflected in the Conpany's econonic

7 anal ysi s.

8 Q There was al so sone di scussion in your

9 testinony about new interconnection agreenents for
10 the Marengo | and Il facilities. Do you recall
11 t hat ?
12 A | do.
13 Q kay. And can you tell ne what the status
14 of that is?
15 A W have been issued a new, |arge
16 generation interconnection agreenent for the
17 Marengo | and Il facility that allows us to add that
18 addi ti onal capacity to the transm ssion system
19 MR, RUSSELL: Ckay. That was all |
20 had.
21 COW SSI ONER LEVAR: M. Lowney, do
22 you have any redirect?
23 MR. LOMNEY: Yes, | do. Just a few
24 guesti ons.
25 REDI RECT EXAM NATI ON
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1 BY MR LOMNEY: rage 13t
2 Q M. Henstreet, do you recall when you were
3 bei ng asked by Ms. Schm d sone questions about how
4  the Conpany has used its historical data to forecast
5 the energy production you expect to experience once
6 these projects are repowered? Do you recall those

7 guestions?

8 A | recall general questions, but not

9 speci fic ones.
10 Q "Il ask you a nore specific one.
11 Ms. Schm d asked you a question about whether or not
12 the historical data that was used can be applied to
13 the new technol ogy and the new turbines that are

14 being applied. And I'd like to clarify for the

15 record, is it your testinony that that historical

16 data is valid on a reasonable basis to forecast --
17 A | do recall. | think the question was

18 about whether or not -- because the new turbines are
19 a different equi pnent type, whether using historical
20 generation data fromour old equi pnent was rel evant
21 to assessing the generation fromthe new equi pnent.
22 And so to clarify what was done, essentially, that
23 generation history tells us that, given the turbine
24 speci fications and the power curve for the old
25 equi pnent and knowi ng that, at a nonent in tine,
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t hat equi pnent was able to generate this amount o
energy, that equates, essentially, to a w nd speed.
And so we can use that wind speed that we infer from
the generation output to use to apply to the new
power curve. And so it's really just a change in

t he equi pnent specifications that allows us to use
that history to tell us what the wi nds were, and
then apply the new power curve to those winds to
generate our generation estimates.

Q M. Henstreet, you were also asked a
guestion about, sort of, the consequence of a
10 percent decrease in the forecasted energy
production that's assuned as a result of repowering.
Do you recall that question?

A | do.

Q And in your professional judgnment, do you
believe there's a material risk in this case that
your energy productions are going to be off by
10 percent?

A No, | don't. For our energy production to
be that |ow, that would essentially assune that our
energy production increases are overstated by about
125 percent. And so nobody, | think, has alleged
that there's any errors in what we've done in terns

of assessing the energy production. So for us to be
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that far off of our estinmates, we'd really havep?%s e
be -- | can't possibly inmgine how that would cone
into place.

Q M. Henstreet, you were al so asked sone

questions about the feasibility of doing a nore
detail ed turbine-by-turbine econom c anal ysis, as
was di scussed in M. Peaco's testinony. Do you
recall sonme of those questions?

A | do.

Q Now, when you responded to M. Peaco's
anal ysis on these issues, did he denonstrate that
even the | ower econom c -- even the turbines that
have a | ower econom c val ue woul d be uneconomic to
repower ?

A No. His analysis sinply showed that it
woul d be nore econom c to repower turbines that you
knew you already had to spend capital to address
i npact ed equi pnment. And so his analysis didn't show
that it was not economc to repower all of the
turbines, just that it's relatively nore economc to
repower those that you know you're going to have to
spend addi tional noney on to keep running.

Q | think | have one nore question. You
were asked, | believe by Counsel for the Ofice,

about the differences between the Vestas and GE
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1 contracts in terns of the schedul e guarantee

2 provi sion. Do you recall those questions?

3 A | do.

4 Q And | believe you testified that the

5 Vestas contracts do not have the same schedul e

6 guarantees that exist in the GE contracts; is that

7 correct?

8 A Correct.

9 Q And despite the fact that they don't have
10 the sane guarantees, has the Conpany taken ot her
11 steps to ensure, to the best of its ability, that
12 those projects will be online by the end of 20207
13 A Yes. Although our installation contracts
14 wi Il have |iqui dated damages for schedul ed del ays,
15 but also all of the Vestas turbines are planned to
16 be installed in 2019, so a full year ahead of the
17 deadl i ne for achieving PTC qualification.

18 MR, LOANEY: Thank you. | have no

19 further questions.

20 COMW SSI ONER LEVAR:  Thank you.

21 Ms. Schm d, do you have any recross?

22 M5. SCHM D: Can | have just one

23 nonment ?

24 COW SSI ONER LEVAR:  Certainly. |If

25 you'd like, I can go to M. Snarr first and see if
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he has any recross.

M5. SCHM D:. That woul d be
delightful. Thank you.

COW SSI ONER LEVAR:  Ckay.
M. Snarr?

MR. SNARR: We have nothing further.

COWM SSI ONER LEVAR:  Okay. Then you
can have a nonent.

M5. SCHMD: | do have just a bit of
recross if now is appropriate.

COW SSI ONER LEVAR:  Yes.

RECROSS EXAM NATI ON
BY M5. SCHM D

Q In your redirect, you tal ked about using
performance of -- I'mgoing to call it the initia
equi pment -- and taking that sort of data and using

it to help project output and other things
associated with the replaced equi pnent; is that
correct?

A Correct.

Q When you did that, did you also take into
effect the rate of outages and ot her things that
caused the old equipnent to produce | ess than
antici pated and apply that sort of analogy or data

to the new turbines?
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A W did. So essentially, we took our

entire data history that had outages for
curtail ments, any offline turbines for naintenance,
and just essentially ran that new power curve
through all of that data, you know, at the w nd
speed. So if the turbine wasn't operating because
it was down, then we did not assess a perfornmance
I ncrease at that nmonent in tinme. So essentially,
all of that downtinme was baked into that four years
of data, so the estimates really reflect the
exi sting outage history that happened in those
years. Those performance estinate increases were
then applied to our entire generation baseline
hi story fromthese projects, which includes all of
that outage tinme, all of those curtailnents or
transm ssion outages as well. So does that answer
your question?

Q That does. And | have just one, perhaps
two nore.

A | guess | would clarify also, we did
not -- our performance -- our service and
mai nt enance agreenents have higher availability
guarantees than that historic generation baseline,
and so because of that, the estimate is essentially

conservative because we anticipate that we will get
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nore generation than our historic baseline under

whi ch we operated in our service agreenents that had
| oner availability guarantees, but we did not take
that into account.
M5. SCHMD: And | don't have
anyt hing el se. Thank you.
COW SSI ONER LEVAR:  Thank you,
Ms. Schmd. M. Russell, do you have any recross
for M. Henstreet?
MR, RUSSELL: | do not.
COW SSI ONER LEVAR:  Thank you.
Comm ssioner Cl ark, do you have any questions?
COW SSI ONER CLARK:  Thank you, yes.
BY COW SSI ONER CLARK:

Q Good afternoon, M. Henstreet. Regarding
recent FERC orders on -- or requiring certain
inertial capabilities, or that new w nd turbines
have certain inertial-providing capabilities, you're
aware of those? | think it's FERC order 842.

A Generally, I'"maware of them yes.

Q And t he equi pnment that we're addressing,
woul d it neet those capabilities or any issue about
addi ti onal costs that woul d be necessary to neet
t hose new requi renents?

A My understanding is that those

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



http://www.litigationservices.com

HEARI NG DOCKET NO. 17-035-39 - 05/03/2018

© 00 N o o b~ w N P

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

_ _ _ Page 138
requi rements apply to new installations and

essentially, old projects are grandfathered so those
inertial requirenents aren't applicable to existing
facilities. But the turbines we're installing wll

nmeet those new standards and provide that additiona

support. And | should clarify, I'"'mcertain of that
in Womng; |I'mless certain about the turbines that
we'll install in Washi ngton because | haven't | ooked

at that issue specifically. But I would imgine
t hat because this is a new FERC requirenent, that
all turbines manufactured and installed by the
manuf acturers will be neeting these new
requirenents.

Q Your direct testinony addressed w nd
inertia control, | think was one of the -- and w nd
free reactive power control features. Those are the
kinds of things that -- at least relative to the GE
turbines -- would satisfy these new requirenents.
Am | right about that?

A Correct.

Q Ckay. As you |I'msure are aware, if we
approve sone or all of the application, we have to
make findings as to approve project costs. And I'm
interested in your view as to whether or not we have

in the record, the cost infornmation that we woul d
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need if we were going to choose anong the projects

t hat have been proposed and not select all of them
or not approve all of them And | have particularly
in mnd, the master agreenent that -- there are
unbrella agreenents that address the turbines in
question. So do we have those nunbers? Do they
change if sone are -- if sone projects are sel ected
and not others?

A I think we would have to pursue into the
CGE master retrofit contract, which kind of
anticipates repowering all of those projects. |
woul d want to go back and confirmw th CGE that that
price was still valid. So |I guess there would be an
opportunity there to see if that changed their
efficiencies. It's a large contract, obviously, in
ternms of the nunber of turbines that are being
repowered, so if there were fewer, then |I'd have to
go back and check to see whether that would all ow
themto reopen that.

Q But as you understand the contract terns
as they currently exist, at |east, don't accommbdate
t hat kind of adjustnent?

A No, they don't. | think the contract was
essentially also built to allow -- essentially, if

regul atory approval didn't happen for a certain
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1 project, then there's no automatic adjustnent to the
2 contract price.

3 Q And what would be the best information in
4  the Conpany's presentation that we would ook to to
5 identify the unit-by-unit cost?

6 A I think in our February 1st filing that

7 had a unit-by-unit project cost estinmate, that all
8 added up to our 1.1 billion estinate.

9 Q Now i s your chance to point to any
10 specific exhibits so we don't get confused. And
11 maybe you should do that.
12 A Yes. So in the supplenental filing, this
13 is ny Exhibit TIH 1SD, page 1 of 3. And it's the
14 end of the base case repowering scenario. There's a
15 capital cost colum --

16 Q Right.

17 A -- that adds up to our $1.1 billion

18 esti mat e.

19 COW SSI ONER CLARK:  Thanks very
20 much. That concl udes ny questi ons.
21 COW SSI ONER LEVAR:  Thank you.
22 Conmmi ssi oner Wite?
23 BY COW SSI ONER WHI TE:
24 Q I"d like to follow up on that question of
25 the wind inertia. 1In your direct testinony, you
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nmention that the benefits of having not been

quantified in terns of the current econom cs of the
proj ect, but they are an ongoi ng study; is that
correct?

A We had hoped that during the pendency of
this case, that we could get an analysis from our
transm ssion provider, PacifiCorp Transm ssion,
about the benefits and how those features offset
other reliability needs that woul d happen in
Wom ng. Unfortunately, we were unable to get that
study conpleted. | understand that study nay be
part of a larger study that's kind of outside of
the -- essentially not a request a transm ssion
custoner can sinply nmake. So we took that,
essentially, out of the case, and the benefits
aren't reflected for that equi pnent, but the -- it
wi Il be provided as far as this project, but we
haven't been able to assess what those benefits are.

Q But at sonme point, we may be able to see
the potential --

A | woul d hope that at sone point, we can
get a transm ssion study that would reflect, you
know, here's what the cost would be if we didn't
have these features, and here's what the cost woul d

be if we can't. But I'mnot a transm ssion planner,
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1 | don't run that part of our business, so | donl':)?ge e

2 know if that will be able to be provided.

3 Q And then, just -- | was a bit intrigued by

4 that contract provision that essentially, you

5 know -- if construction schedul es are not net by the

6 CGE contract, that they will essentially do the

7 repower for free. Wthout disclosing any

8 confidential provisions in the contract, what is

9 that -- can you give ne a ball park nunber of what

10 that anount per turbine is, or is that confidential?

11 I"mtrying to understand what the magnitude of what

12 the potential hit would be if that date was not net.

13 A I"'mafraid that's confidential, the

14 turbine price.

15 COW SSI ONER WHI TE:  Okay. That's

16 all the questions | have.

17 BY COW SSI ONER LEVAR

18 Q Thank you. | just have one question. In

19 your supplenmental direct, you nake a reference to

20 the current tinmeline for conpleting everything

21 except Dunlap in 2019, you nake a reference to,

22 "based on the anticipated timng of the Conm ssion's

23 order in this docket." Wat anticipated timng were

24 you using? |s there sone point at which -- if we

25 haven't issued an order by sone point -- that starts
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to affect the conpletion dates?

A W really are planning on a June 1st
decision, and we're lining up all of our contracts
to be able to be executed i medi ately upon the
Comm ssion's order in this case so that we can get
those contracts going and get the work done this
year that we need to do, and get turbine suppliers,
manuf act uri ng equi pnent, for these projects.

COW SSI ONER LEVAR:  Thank you. |
appreciate that. Thank you for your testinony
today. And I'll go to Ms. Schmd. | don't think
we're at the point where we need to change the order
of the witnesses to accommbdate M. Thonpson. [If we
get into another hour or two and it |ooks |ike we
m ght need to, we'll reassess, but | think at this
poi nt we should continue with the Utility's
W tnesses. So either Ms. McDowell or M. Lowney?

MR, LOANEY: Thank you. Rocky
Mountain Power's next witness is Ms. Joelle Steward.
I"msorry, Nikki Kobliha.

NI KKI L. KOBLI HA,
havi ng been first duly sworn to tell the truth, was
exam ned and testified as foll ows:

DI RECT EXAM NATI ON
BY MR LOMNEY:
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Q Good afternoon, Ms. Kobliha. Could you

pl ease state and spell your nanme for the record?

A Ni kki, N-i-k-k-i, K-o0-b-I-i-h-a.

Q And how are you enpl oyed?

A | amthe vice president, chief financial
of ficer and treasurer of Pacifi Corp.

Q In that capacity, did you file testinony
in this case, and that testinony woul d be your
rebuttal testinony, surrebuttal testinony, and
suppl enental direct testinony?

A Yes, | did.

Q And do you have any corrections to that
testinony today?

A No, | do not.

Q So if | asked you the sane questions, your
answers woul d be the sane?

A Yes, they woul d.

MR LOMEY: 1'd like to nove for the
adm ssion of Ms. Kobliha's rebuttal, surrebuttal,
and direct testinony into the record.

COW SSI ONER LEVAR: I f any party
objects to that, please indicate to nme. |'m not
seei ng any objections, so the notion is granted.
BY MR LOMNEY:

Q Ms. Kobliha, did you prepare a sunmary of
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2 A Yes, | did.

3 Q Pl ease go ahead and provi de that

4  testinony.

5 A Good afternoon, Commi ssioners. |

6 appreci ate the opportunity to be here today to

7 di scuss ny testinmony wth you.

8 In ny testinony, | discuss the rel evant

9 provi sions of the federal tax code that Conpany
10 relies on to obtain benefits of the federal w nd
11 production credits, or PTCs, which provide
12 significant value to the repowering project. | also
13 outline relevant provisions of the federal incone
14 tax reformenacted in Decenber of 2017, and confirm
15 that there are no changes to federal inconme tax |aw
16 on PTGCs.
17 The I nternal Revenue Code provides that a
18 wind facility can generate a PTC equal to an
19 inflation adjusted 1.5 cents per kilowatt hour of
20 electricity that is produced and sold to a
21 third-party for a period of ten years, beginning on
22 the date the facility is placed in service. PTGCs,
23 however, are being phased out. A wind facility is
24 eligible for 100 percent of the PTConly if it began
25 construction before January 1, 2017. A taxpayer can
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denonstrate that construction began by incurring
five percent or nore of the eventual total cost of
the wind facility. The Conpany relies on this

5 percent safe harbor nethod to denonstrate that
construction of the repowering project began before
January 1st, 2017, and are therefore eligible for
100 percent of the PTC

In addition to the 5 percent safe harbor
requi renment, the wind facility nust satisfy the
continuity of construction requirements. The
Conpany intends to neet this requirenent through the
four-year cal endar safe harbor, which in our case
means that all facilities nust be placed in service
no |later than Decenber 31st, 2020, in order to
qualify for 100 percent of the PTGCs.

Repowered wind facilities al so nust neet
the RS 80/20 test to qualify for the PTCs. The IRS
80/ 20 test says a repowered facility may qualify as
a new asset and originally placed in service for
pur poses of starting a new 10-year PTC production
period, even if it contains sone used property,
provided that the fair market value of the used
property is no nore than 20 percent of the
facility's total value, which is defined as the cost

of the new property plus the value of the used
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property.

To mnimze the risks associated with the
80/ 20 test, the Conpany engaged a third-party expert
firmto value the retained equipnent. |In Decenber
of 2017, Congress passed and the president signed
H R 1, nore coomonly referred to as the Tax Act.
The passage of the Tax Act resulted in several
changes that inpact the Conpany. Most notably, the
Tax Act lowered the federal statutory rate from
35 percent to 21 percent, and it nodified the bonus
depreciation rules as it relates to reqgul ated
utilities. The Tax Act, however, does not nake any
nodi fications to the federal incone tax code or any
I nternal Revenue Service guidance related to the
val ues of the PTCs, or the methods by which the
Conpany intends for repowering the projects to
qualify for 100 percent of the PTCs.

The enactnent of the Tax Act, therefore,
resolves the uncertainty that existed in late 2017,
because the inpacts are now known and i ncor porated
into the Conpany's econom c anal ysis. That
concl udes nmy sumary.

MR. LOMNEY: Thank you. Ms. Kobliha

IS now avail able for cross-exam nati on.

COW SSI ONER LEVAR:  Thank you.
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1 Ms. Tornoen Hi ckey, do you have any questions flg?ge e
2 Ms. Kobliah?
3 MS. HI CKEY: No, thank you, sir.
4 COMM SSI ONER LEVAR:  1'Il go to
5 Ms. Schmd or M. Jetter.
6 M5. SCHM D:. No questions fromthe
7 Di vi si on.
8 COW SSI ONER LEVAR: M. Snarr or
9 M. Moore?
10 MR. SNARR: No questions fromthe
11 Ofice.
12 COW SSI ONER LEVAR: M. Russel | ?
13 MR, RUSSELL: | have no questions
14 either, M. Chairmn.
15 COW SSI ONER LEVAR:
16 Conmi ssi oner Wi te?
17 COW SSI ONER WHI TE: No questi ons.
18 COW SSI ONER LEVAR:
19 Conmi ssi oner C ark?
20 COW SSI ONER CLARK:  No questi ons.
21 Thank you.
22 COMW SSI ONER LEVAR: | don't have any
23 questions either, so thank you for your testinony.
24 M. Lowney.
25 MR. LOMNEY: Yes, thank you. | now
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call Ms. Joelle Steward to the stand.

JCELLE R STEWARD,
havi ng been first duly sworn to tell the truth, was
exam ned and testified as foll ows:
Dl RECT EXAM NATI ON
BY MR LOMNEY:

Q Ms. Steward, can you please state and
spell your nane for the record?

A My name is Joelle Steward, it's
J-o0-e-l-1-e S-t-e-wa-r-d.

Q How are you enpl oyed?

A | amvice president of regulation for
Rocky Mount ai n Power.

Q In that capacity, have you adopted or
filed prefiled testinony in this case?

A Yes, | have.

Q And that testinony was the direct
testinony, at the tine, of M. Larsen. It was filed
in June, the rebuttal testinony of M. Larsen you
adopted filed in Cctober, the supplenental direct
testinony filed in February of this year, and the
suppl emental rebuttal testinony filed in April of
this year; is that correct?

A Yes.

Q And if | were to ask you the sane
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questions that are included in this prefiled

testinony today, would your answers be the sanme?
A Yes, they woul d be.
MR. LOMNEY: The Conpany woul d nove
to admt Ms. Steward's testinony into the record.
COMWM SSI ONER LEVAR: | f anyone
objects to this notion, please indicate to ne. |'m
not seeing any objections, so the notion is granted.
BY MR LOMNEY:
Q And Ms. Steward, have you prepared a

sunmary of your testinony for the Conmm ssion today?

A Yes, | have.
Q Pl ease proceed.
A Good afternoon. M testinony explains the

Conpany' s proposed ratemnmaking treatnment for the
costs and benefits of the repowering project, as
wel |l as the proposed recovery for the original plant
that is being taken out of service.

For the new cost and benefits, the Conpany
proposes an interimnmechani sm the Resource Tracking
Mechanismor RTM to recover the costs and pass back
the full benefits of the project until the ful
costs and benefits are included in base rates. The
RTM woul d work in conjunction with the Energy

Bal anci ng Account, or EBA, to match recovery of
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1 costs for repowering with the benefits. The RTM

2 woul d i nclude the capital costs of the projects and
3 the production tax credits. The EBA woul d incl ude
4 100 percent of the increnental zero-cost energy from
5 the increnental generation fromthe projects.

6 Approval of the RTMis beneficial for a

7 coupl e of reasons. First, it matches costs with

8 benefits. Wthout the RTM or sone ot her ratenaking
9 treatnent, custonmers would begin receiving the
10 benefits fromthe increnental anount of generation
11 t hrough the EBA w t hout paying any of the costs
12 necessary to obtain those benefits.
13 Second, the RTMw Il allow the Conpany to
14 align several rate pressures into one general rate
15 case. Because the repowering projects go into
16 service across nmultiple years, the RTMw || enabl e
17 the Conpany to bring all of the repowering
18 facilities as well as the new wi nd and transm ssion
19 resources in the 40 docket into base rates in one
20 rate case. This wll help avoid the costs and
21 conplexity of back-to-back rate cases. In addition
22 to aligning cost pressures into one rate case, the
23 RTM woul d provide a nore tinely pass-through of
24 benefits.
25 The Conpany has al so proposed a cap on the

Litigation Services | 800-330-1112

www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG DOCKET NO. 17-035-39 - 05/03/2018

1 RTMso that it will not act as a custoner surchZﬁ%ﬁLISZ
2 t hereby providing an asymetrical custonmer benefit.
3 Following tax reform however, the Conpany proposed
4 havi ng the opportunity to defer costs over the cap
5 that are attributable to tax reform wth recovery
6 through an offset fromthe deferral of the tax

7 benefits. The parties criticized the Conpany for

8 what they consider a change in the Conpany's

9 proposal to renove the RTM s asymetrical benefits.
10 However, we believe this characterization is
11 incorrect. First, the Conpany never conmitted to
12 absorb risk beyond its control, such as changes in
13 the tax law and i nstead, proposed to bring such
14 changes for review and consideration by the
15 Commi ssion and parties, which is what we did in the
16 February filing followi ng tax reform
17 Second, the deferral would be related to
18 the change in the tax rate only. The Conm ssion
19 woul d still absorb costs over the cap for any other
20 changes, and so it remains asymretrical in the
21 custonmer's favor. The RTMwould remain in effect
22 until the full, annualized cost and benefits of the
23 repowering project are included in base rates.
24 After that, the RTMwould remain in effect sinply as
25 a PTC tracking nechanismto ensure that custoners
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recei ve a hundred percent of the PTC benefits
resulting fromrepowering.

The RTMwi Il not dimnish the Conpany's
I ncentive to prudently manage the cost of repowering
because all costs and our managenent of the projects
wi |l always be subject to a prudence review before
inclusion in rates.

Al t hough the Conpany believes the RTMis
t he best proposal to match costs and benefits, the
Conpany is open to alternatives, such as the
deferral proposal raised by the DPU, provided that
the ratemaki ng appropriately matches costs and
benefits.

In addition to the RTM the Conpany is
requesti ng ongoi ng recovery of the original plant in
rates. The econom ¢ anal ysis included recovery of
this legacy plant in determ ning that repowering is
| ower cost than other alternatives. As such, the
Conpany recomrends these assets continue to be
recovered in rates, and further recommends that the
anortization period for these assets be addressed as
part of the next depreciation study, which we are
preparing for filing in Septenber.

Several parties propose conditions that

t hey argue the Conm ssion should apply if repowering
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I s approved. These proposed conditions are

unprecedented and entirely unnecessary because they
are prem sed on two m sconceptions. First, parties
claimthat repowering is not a traditional utility

I nvest nent because it is not tied to a need for
increnental energy. This premse is incorrect.
Repoweri ng provides increnmental energy that woul d

ot herwi se be purchased or generated and does so at a
| ower cost. Inposing onerous conditions on
repoweri ng woul d provide a powerful disincentive for
t he Conpany to pursue econom c opportunities for
custoners in the future.

Second, parties claimthat there is an
uneven sharing of benefits between the Conpany and
custonmers. This claimis also incorrect. The only
Conpany benefit is the recovery of its costs,
including its cost of capital. Custoners benefit
through the $1.2 billion in PTCs generated by the
repowered facilities, as well as through | ower net
power costs. Inportantly, the fact that custoners
wi Il receive net benefits indicates that the tota
benefits received by custoners is greater than the
costs recovered by the Conpany. There is no
inequity in this case. It's a balanced outcone for

bot h t he Conpany and custoners.
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1 In closing, we requested the Conmm ssion
2 approve the RTM as an interimnmechanismto provide a
3 mat chi ng of costs and benefits and recovery of the
4 repl aced equi pnent through depreciation rates. That
5 concl udes ny sunmary.
6 MR. LOANEY: Ms. Steward is avail able
7 for cross-exam nation.
8 COW SSI ONER LEVAR:  Thank you.
9 Ms. Tornoen Hi ckey, do you have any questions for
10 Ms. Steward?
11 M5. H CKEY: No, thank you.
12 COW SSI ONER LEVAR: W'l go to
13 M. Snarr or M. Moore.
14 CROSS- EXAM NATI ON
15 BY MR MOORE:
16 Q Ms. Steward, were you here in the room
17 when M. Henstreet testified?
18 A Yes.
19 Q Are you famliar with his testinony, his
20 prefiled testinony?
21 A Yes.
22 Q There were two questions that he sort of
23 shifted to you. Wy don't we go through those
24 guestions?
25 A Ckay.
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1 Q In the event of a delay that would tr?%ﬁ%ﬁBG

2 the mtigation neasures the Conpany has received

3 fromits contractors, how would such mtigation

4 nmeasures provide rate relief to Utah ratepayers?

5 A | believe you' re tal king about the

6 | i qui dat ed danages?

7 Q That's one of them yes. Wy didn't we

8 address that one first?

9 A W woul d, based on what the -- what it was
10 that required the |iquidated danmages to be incurred
11 to the extent where we received the |iquidated
12 damages, we woul d | ook at the appropriate accounting
13 treatnment for those. And there are various ways
14 that those would flow back to custoners. They coul d
15 probably flow back through the EBA -- | don't know
16 that we've done that in this state, we have done
17 that in other states where we've used the EBA -- it
18 could be a regulatory asset or a liability -- we get
19 those two m xed up, which way they go -- but they
20  would go back to custoners to the extent that those
21 I nvestnments were in rates.

22 Q Wul d such mtigation neasures provide the
23 sane extent of ratepayer benefits the Conpany is
24 claimng inits filing if the project had been -- if
25 there were no violation of the contract and, for
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instance, if a contract was violated and you didn't

receive the PTCs, would the ratepayers receive the
sanme benefits that they would if the contract was

actually conpleted on tine and the PTC benefits were

real i zed?
A In ternms of the |iquidated damages in the
contracts, | amnot famliar with the specific terns

of those contracts, so | could not answer if there
is, like, a dollar-for-dollar treatnment. |'msorry.
That question woul d have to go back to
M. Henstreet.

Q He tossed it over to you.

A The ratemaki ng treatnent, but not the
actual value of how those woul d be cal cul at ed
t hrough the contract.

Q Has t he Conpany not provided a w tness
t hat can answer the question about how | i qui dated
damages conpare to the PTC benefits?

MR, LOMNEY: Objection. M. Steward
just indicated if the question is about the terns of
contract, M. Henstreet is available to answer. |If
t he question is about how the consequences of that
contract will flow through to custoner rates,

Ms. Steward is the correct wtness to answer that

question. W' re happy to bring M. Henstreet back
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up if the question is nore properly directed toward
the terns of the contract.

COW SSI ONER LEVAR: | think |I'm
going to sustain that objection. The question to
Ms. Steward whether the Utility has provided a
wi tness to answer the question, | don't think is the
right question. To ne, it's clear on which two
I ssues they can address. |If there needs to be
suppl enental responses on the contract damages, |
think we got sone answers from M. Henstreet
earlier. But it seens to ne Ms. Steward has been
willing to answer the ratemaking result of those

contractual provisions.

BY MR MOORE:
Q Can we turn to your testinony now?
A Ckay.

Q Coul d you please turn to lines 125 through
128 of your April 23rd, 2018, supplenental rebuttal
testi nony?

A Wi ch |'ines again?

Q Lines 125 to 128.

A Ckay.

Q It provides Ms. Ramas requested that if
approved, the Comm ssion lock in Uah custoners'

al l ocation share of repowering investnent, based on
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the Conpany's current interstate all ocation nethod.

Then it cites Ms. Ramas at |lines 303 to 337. And
the question was asked if this was reasonable, and
you responded no. Did | correctly state your
testinony?

A Yes.

Q Al so, at lines 132 and 134 of the sane
testinony, you stated, "In effect, Ms. Ramas is
recommendi ng that the Comm ssion predeternine the
outcone of the current nmulti-state process.” Is
this correct?

A Yes.

Q Are you aware that after you filed your
April 23rd testinony, the Ofice filed an errata
concerning portions of Ms. Ranas' testinony that you
reference in your April 23rd testinony?

A Yes.

Q In the context of the errata filing which
Is consistent with the Ofice's position throughout
this docket, is it clear to you that the Ofice is
proposing a cap only on the anount of costs that the
Conmmi ssi on pre-approves?

A And | renenber seeing Ms. Ramas' errata.

I cannot renenber exactly which line it was that she

del et ed.
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1 Q Regar dl ess of whether you' re clear onp?(zlﬁo
2 Ofice's position, would you agree with ne that

3 cappi ng the pre-approved costs does not limt the

4 anmount of costs the Conpany could request to recover
5 from custoners?

6 A Yes.

7 Q Isn't it true that capping the anmount on
8 the pre-approval costs does not violate the 2017

9 pr ot ocol ?
10 A | believe that's correct, yes.
11 Q Now, let's turn back to lines 81 to 89 of
12 your June 30, 2017, direct testinony that you
13 adopt ed.
14 A I'"'msorry. Wich |ine again?
15 Q 81 to 89.
16 A Ckay.
17 Q The question was asked, "Under what
18 authority is the Conpany proposing approval of
19 rat emaki ng treatnent for the wi nd powering
20 projects?" The question was answered by referring
21 to three statutes: U ah Code section 54-4-23,
22 54-17-402, and 54-17-403; isn't that correct?
23 A Yes.
24 Q Isn't it true that none of these statutes
25 have a provision |like Section 54-7-13(4)(C of the
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_ _ . Page 161
EBA statute which provides an energy bal anci ng

account that is fornmed and mai ntained in accordance
with this section, does not constitute inpermssible
retroactive ratemaki ng or single-issue ratenaking?
A I think we're going to have to piece
through that one. | don't have that statute you
just referenced in front of ne.
Q May | give you ny code book?
A I[t's okay with ne.
MR. MOORE: May | approach?
COW SSI ONER LEVAR:  Yes.
THE WTNESS: Gkay. |If you could

repeat --

BY MR MOORE:
Q | direct you to 54-7-13.5.
A Ckay.

Q And subsection 4, subsection C. |t
provi des, "An energy bal anci ng account that is
fornmed and maintained in accordance with this

section does not constitute retroactive ratenaking

or single-issue ratenmaking." Do you see that?
A Yes.
Q Isn't it true that the statutes |

referenced earlier do not provide a simlar

provi sion?
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A They do not, but that doesn't nean that

it's not feasible.

Q In fact, none of these statutes nention
the RTM do they?

A No.

Q Isn't it true that nowhere in your
testinony do you nake the contention that the RTMis
needed because of the occurrence of an unforeseen
event that is both beyond the Conpany's control and
has extraordinary inpact on the Conpany's finances?

A No. We proposed the RTM for a matchi ng of
costs and benefits.

Q Simlar question: Isn't it true that
nowhere in your testinony do you nake the contention
that the RTMtaken as a whole is needed because of
I ncreases and decreases in recurring costs that are
bot h unexpected and beyond the Conpany's control ?

A No. Again, we proposed the RTMin order
to match costs and benefits that will -- since many
benefits will flow through the EBA w thout recovery
of the costs. W' ve also proposed the RTMin order
to align several cost pressures into one rate case
so we don't end up with back-to-back rate cases.

Q Now, turning to the cap on the RTM-- do

you know which cap I'mreferring to?
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A | believe so.

Q In lines 225 to 227, of your final
April 23, 2018, supplenental rebuttal testinony, you
stated, "The Conpany, by commtting to repowering
the" -- let ne wait until you get there.

A My supplenmental rebuttal on |ine 2257

Q You stated the Conpany conmm tted that
repowering the RTM woul d not inpose a surcharge on
custonmers. The Conpany stands by this comment; is
that correct?

A By that conmitnent, yes.

Q ' msorry. Now, let's turn to June 30,
2017, direct testinony that you adopted.

A kay. |Is there a line reference?

Q 40 to 43. The RTMas initially -- this is
not a direct quote, I'mjust referencing the portion
of your testinony. The RTM as initially proposed,
capped costs flow ng through the RTM so that after
zero-fuel cost benefits are accounted for through
the EBA, the Conpany woul d not charge ratepayers any
additional costs; is that correct?

A It will not operate to surcharge
custoners, correct.

Q Wul dn't charge them any additional costs?

A Correct. At that tine, yes.
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1 Q I"d like to direct you to lines 188 an
2 191 of the Cctober 19, 2017, rebuttal testinony that
3 you adopt ed.
4 A Did you say |ine 188?
5 Q 188. Doesn't it provide, "To the extent
6 the cost exceeds the benefits"” -- and we're talking
7 about the initial cap -- "To the extent the cost
8 exceeds benefits in any given year until the project
9 is fully reflected in rates, the Conpany bears the
10 risk. In other words, the RTMis asymetrical in
11 the custoner's favor." D d | read that correctly?
12 A Yes.
13 Q WI 1l you | ook at your February 1, 2018,
14 suppl enental direct testinony at |ines 105 through
15 1097
16 A Ckay.
17 Q You stated that because of change in
18 federal corporate incone tax rate, the Conpany
19 proposes to alter the RTM cap so the costs in excess
20 of the RTMcap wll be deferred and used to offset
21 the noney owed to ratepayers as a result of incone
22 tax deferring, addressed in docket 17-035-69. Does
23 that sunmarize your testinony?
24 A Yes.
25 Q Isn't it true that the change in the RTM
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cap essentially reversed the position of the

rat epayers in the Conpany, such that the RTMcap is
no | onger as asymmetrical to the sanme extent in the
custoner's favor, and the ratepayers, not the
Conpany, bear the risk of costs in excess of the
cap?

A | would agree it's not as asymetrical;
it is still asymmetrical. W would still absorb
costs in excess of the changes fromthe inpact of
tax reform but since tax reformbenefits are being
deferred for custoners, it's only fair that any
additional costs out of tax reformal so be deferred
and recovered through custoners. And that's what
our proposal is. Tax reformwas clearly not
antici pated of this magnitude when we made t hat
filing in June.

Q Isn't it true that by initially proposing
that ratepayers are not responsible for costs in
excess of the RTMcap, didn't the Conmpany commt to
bear the risk of absorbing excess costs? And the
Conpany is not standing by this conmtnent, is it?

A Agai n, absorbing costs that are outside of
our control and that were not anticipated of that
magni tude, no. W always said we would bring back

changes to the Comm ssion for the parties to review,
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1 and that's what we did in the February filing. rage 198
2 Q But the change does shift the position of
3 the ratepayer fromone where the ratepayer was not

4 responsi ble for costs above the cap to a situation

5 where the ratepayer is responsible to costs above

6 the cap, although through a different docket?

7 A Correct. W' re seeking recovery of those
8 tax inpacts, yes.

9 MR, MOORE: That's all | have. Thank
10 you, M. Steward.
11 COW SSI ONER LEVAR:  Ms. Schm d or
12 M. Jetter?
13 CROSS- EXAM NATI ON
14 BY Ms. SCHM D.
15 Q In your sunmary, you tal ked about
16 traditional functions of a utility and -- were you
17 here when M. Hoogeveen tal ked about typi cal
18 ratemaki ng activities of a utility seeking cost
19 recovery as appropriate, et cetera?
20 A Yes. | was here when M. Hoogeveen
21 testified.
22 Q Is it traditional for a utility to repl ace
23 pl ant assets that have only gone through a third or
24 |l ess than their full useful life for economc
25 reasons?
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1 A | don't know that it's traditional, bz?ge o
2 it's certainly not unprecedented. W have repl aced,
3 for econom c reasons, other assets that are in rates
4 early, or retired themearly.

5 Q And were sone of those a result of

6 settl ements?

7 A Not the reasons for doing it. The

8 ultimate outcone -- there were settlenents around

9 that ratenmaking treatnent, but not that decision.
10 Q You talked a lot in your sunmary about
11 mat chi ng, matchi ng costs and benefits. You said
12 that matching was one of the reasons why the Conpany
13 urges the Conm ssion to adopt the RTM is that
14 correct?
15 A Yes.
16 Q Have you read M. Peterson's testinony on
17 I ntergenerational inequality?
18 A Yes.
19 Q And you understand that that's also a
20 mat chi ng sort of issue?
21 A Yes.
22 Q Wth the way the Conpany has set up its
23 econom cs and set up its rate recovery nechani sm as
24 expl ai ned here, isn't it true that sone ratepayers
25 woul d not benefit from PTCs because the PTC period
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1 ends before the life of the asset? rage 268
2 A Yes. And that's the case now, if we don't
3 repower.

4 Q Is the $1 billion investnment greater than
5 the investnent that is currently on the books for

6 the existing wind facilities that are going to be

7 repowered? Do you know?

8 A You nean the remaining plans?

9 Q Yes.
10 A It is greater, yes.
11 Q Al so, com ng back to the intergenerationa
12 i nequality argunment, is it true that, dependi ng on
13 how t he PTC and the RTM works, that sone ratepayers
14 wll not recover as nmuch of the PTC benefit as
15 expect ed?
16 A | guess |'mnot sure exactly what you're
17 referring to.
18 Q Let me see if | can rephrase. Just one
19 second. I'mgoing to | eave that and see if | can
20 cone back to it. Wre you here when M. Hoogeveen
21 t al ked about benefits and he and | believe,
22 M. Russell, discussed a dollar benefit, being a
23 dollar in the black after costs were counted for,
24 still being a benefit?
25 A Yes.
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1 Q In your testinony, | believe it's IinZﬁ%ﬁing
2 of your surrebuttal, you talk about the fact that

3 the repowering projects --

4 A | don't have surrebuttal.

5 Q Your supplenental rebuttal. | believe

6 it's at line 15 of the April filing. You talk about
7 substantial benefits. Don't you say that the

8 repowering project provides substantial benefits to
9 t he custoners?
10 A Yes.
11 Q Is a dollar benefit, a dollar in the
12 bl ack, a substantial benefit to custonmers?

13 A No. And the overall projects don't show
14 it's a dollar in the black. |It's hundreds of

15 mllions of dollars.

16 Q But that is based on if all the

17 proj ections and forecasts occur as anticipated; is
18 that correct?

19 A In our medi um nedium and in nost of the
20 scenarios, yes, it's well over a dollar. 1It's only
21 in the worst-case scenario that it would be, for one
22 project, less of a benefit.
23 Q And if the gas prices are |lower, as were
24 shown in the 2017 I RP update just filed, isn't it
25 possi bl e that benefits could be even smaller?
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1 A | can't speak to the gas forecasts in the
2 | RP update and how those conpare to the filing.
3 That woul d need to be addressed by M. Link.
4 Q If actual gas prices were |ower than
5 forecasted, would the benefits be smaller?
6 A Al'l else being equal, | believe that woul d
7 be true.
8 Q If all else were equal and Utah didn't
9 have a pre-approval process, and the Conpany had to
10 bear the risk of those projects, and the risks of
11 getting approval after the projects were built,
12 woul d you recommend that the Conpany proceed with
13 the project?
14 A What we're | ooking at right nowin the
15 econom ¢ analysis, is our prudence determ nation,
16 and this is what we would ultimately end up filing.
17 W are at the decision point of going forward. So
18 based on this econom c analysis, in ny personal
19 judgnent, yes, | think there are benefits here for
20 the custonmers to go forward. But |I'mnot the
21 ultimate deci sion maker for the Conpany.
22 Q Wul d you go forward with all the w nd
23 segnents or with -- sorry. Wuld you propose going
24 forward with all the w nds segnents, or with just
25 sone of thenf
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A | think overall this is a great

opportunity to update our wind fleet and extend the
lives and have | ong-term benefits and near-term
benefits to custonmers. So in ny personal opinion,
yes.

Q And the contracts that are for some of the
equi pnrent are for the projects as a whole; is that
correct? Is that what | heard M. Henstreet saying?

A That' s ny understandi ng of what
M. Henstreet -- but again, he's the expert on what
those contracts | ook |ike.

Q Wul d the Conpany unconditionally go ahead
with these projects?

A No, | am not probably the person who coul d
answer that. | nmean, |I'mnot sure what
unconditionally refers to. | mean, as we testified,
we think this is a great opportunity.

Q But isn't it true that the projects stil

pl ace sone risks on the ratepayers, risks that the

Conpany was not willing to assune?
A There are risks on the ratepayers and
there are risks on the Conpany still. W have

assuned the risk of qualifying for the PTCs under
the pre-approval, we assune the risk that if there's

a change, we need to bring it back before the

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



http://www.litigationservices.com

HEARI NG DOCKET NO. 17-035-39 - 05/03/2018

1 Comm ssion under the law. There are still riskza%i)l72
2 the Conmpany at this point, even with the

3 pre- approval .

4 M5. SCHM D: Those are all ny

5 questions. Thank you.

6 COW SSI ONER LEVAR:  Thank you.

7 M. Russell.

8 CROSS- EXAM NATI ON

9 BY MR RUSSELL:
10 Q | have a few questions about a fairly
11 narrow i ssue, and it relates to the period of
12 anortization on the retired plant, which you brought
13 up in your sunmary and is also in your supplenent
14 rebuttal testinony. As | understand it, the
15 Conpany's position is in -- your testinony was
16 responding to the period of tinme that that
17 anortization should take place, and the Conpany's
18 position as | understand it is, we should deal with
19 that in this separate docket on the depreciation
20 study that the Conpany intends to file, correct?
21 A Correct.
22 Q If the Comm ssion were to decide to dea
23 with it in this docket, what is the Conpany's
24 position as to the period of tinme for that
25 anortization?
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1 A Well, | think in our initial filing, 3%98 e
2 did in M. Larsen's testinony, refer to it

3 anortizing that over essentially -- including in the
4 depreciation rates for the new resources, which

5 woul d be over 30 years. The econom c anal ysis

6 i ncl udes them essentially over the current lives as
7 20 years. | don't have a strong position one way or
8 another, 20 or 30 years at this point. So it could
9 go either way.
10 Q I was confused about that, so that's why |
11 wanted to clarify. Thank you. That's all | have.
12 COW SSI ONER LEVAR:  Thank you. Any
13 redirect?

14 MR LOMNEY: | do have one question
15 for Ms. Steward.

16 REDI RECT EXAM NATI ON

17 BY MR LOMNEY:

18 Q Foll owi ng up on Ms. Schm d's questions

19 about the gas price forecast that was used in the
20 Conpany's analysis, Ms. Steward, isn't it true that
21 the 2017 I RP update that was filed earlier this week
22 used the sane gas price forecast that was used in
23 t he Conmpany's supplenental filing in February of
24 this year?
25 A That's what | believe to be true, yes.
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COW SSI ONER LEVAR:  Any recross

based on that question?

MR. SNARR  Excuse ne.

COMW SSI ONER LEVAR:  Woul d you | i ke
to do a recross?

MR. SNARR | have one el enent of
recross based on a response provided to the
Di vi sion's counsel .

COW SSI ONER LEVAR:  I'm sorry. |
didn't ask because it was in response to her
guestion, but feel free.

RECROSS EXAM NATI ON
BY MR SNARR:

Q In response to a question posed by the
Di vi sion, you stated the Conpany has assuned the
risk of qualifying for the PTCs as opposed to
laying that risk off on the ratepayers; is that
correct?

A W' ve assuned the risk that we will neet
that qualification, yes.

Q And M. Henstreet did address, in large
nmeasure, how the conpany has taken action through
the CGE contract to assune that risk and has
descri bed how that m ght play out in the event that

sonme particular project was not qualified. Wth
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respect to the remai ning projects not covered by the

CGE contract, howis it -- how would you propose that
t he Conmpany cover any risk to the ratepayers for the
failure to qualify for the PTCs?

A So even with the GE contract and the
Vestas contract, our assunption -- what we've
assuned is that we will qualify for the PTCs to the
extent there are circunstances within our control.
Qovi ously, often -- or not often -- there are
ci rcunstances where it's a force majeure or
sonet hi ng outside of our control. To the extent we
can control it under either contract, we're assum ng
those risks. The CGE contract has sone additional
features built into it fromthe