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I. Introduction 1 

Q. Are you the same Daniel Peaco who previously provided direct testimony in this 2 

proceeding on behalf of the Utah Division of Public Utilities? 3 

A. Yes. I submitted direct testimony on December 5, 2017 on behalf of the Division as 4 

DPU Confidential Exhibit 2.0 DIR and rebuttal testimony on March 16, 2018 as 5 

DPU Exhibit 2.0 SR. 6 

Q. What is the purpose of your testimony today? 7 

A. The purpose of my testimony is to address Rocky Mountain Power’s (RMP or the 8 

“Company”) current proposal for the new Wind and Transmission Projects (together, the 9 

Combined Projects).  I am offering Surrebuttal Testimony addressing RMP’s Rebuttal 10 

Testimony filed on January 16, 2018.  In addition, I am offering Rebuttal Testimony 11 

addressing the new information offered by the Company in its Supplemental Direct 12 

Testimony filed on January 16, 2018 and updated in its Second Supplemental Direct 13 

Testimony filed on February 16, 2018.  14 

Q. Please summarize your recommendations and conclusions. 15 

A. Based on my review of the Company’s Rebuttal, Supplemental Direct, and Second 16 

Supplemental Direct testimonies, I observe that: 17 

 The Company’s own economic analysis of the Combined Projects shows that 18 

its view of the net benefits of the current Combined Projects have declined 19 

from the Company’s initial filing, now showing negative benefits in two 20 

scenarios and very limited net benefits in many others. 21 
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 The Company’s 30-year economic analysis includes new, speculative benefits 22 

that overstate the overall value of the Combined Projects. The Company’s 23 

20-year analysis front-loads the benefits, causing those results to significantly 24 

overstate the actual net benefits of the Combined Projects. Further, the 25 

problems with the Company’s methodology that I discussed in my Direct 26 

Testimony remain a problem in the Company’s current analysis.  27 

 The Company inappropriately includes the Uinta Wind Project in the 28 

economic benefits of the eastern Wyoming Wind Projects and the 29 

Transmission Projects, as that project does not require the Transmission 30 

Projects for interconnection to the grid. 31 

 The Company asserts that ratepayers should bear a number of significant risks 32 

that are not within its control, including cost risks, production risks, schedule 33 

risks, and market risks.  34 

 The Company’s late-filed transmission planning studies do not support the 35 

Company’s assertion that the 500 kV facilities remain adequate to deliver the 36 

eastern Wyoming short listed Wind Projects now included in the Company’s 37 

proposal. 38 

 The Company now asserts that the Wind Projects can qualify for all 39 

production tax credits (PTCs) even if the 500 kV Transmission Projects are 40 

not completed by December 31, 2020 but does not specifically specify the 41 

facilities that are essential by December 31, 2020 to achieve qualification.  42 
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 The Company has provided no information to demonstrate the need from the 43 

Transmission Projects in 2024 independent from the development of the Wind 44 

Projects. 45 

 The Company now asserts that the Combined Projects are a needed capacity 46 

resource, rather than the economic opportunity claim made in the Company’s 47 

original filing. The Company’s assertion of resource need and the associated 48 

assertion that it does not need to demonstrate a high likelihood of customer 49 

benefits is not demonstrated by the Company’s testimony. 50 

 The Company has not provided a suitable evaluation of alternatives (including 51 

other wind projects, the Solar RFP, and alternative transmission solutions) to 52 

demonstrate that the Combined Projects are the lowest cost resources to meet 53 

the resource need that is now asserted. 54 

I conclude that the Company’s economic benefits are significantly overstated and that the 55 

eastern Wyoming Wind and Transmission Projects do not provide a sufficiently high 56 

likelihood of benefits to be approved. The Commission should consider the Uinta Wind 57 

Project as a separate project from the remainder of the proposed projects. However, the 58 

Company has not conducted an independent analysis of the Uinta Project and, therefore, 59 

has not demonstrated sufficient net benefits of that project, as well.  60 

The timing of this proceeding was premised on the critical timing associated with the 61 

need to have all Transmission Projects in service by the end of 2020, with the 500 kV 62 

projects on the critical path. Now it is the Company’s testimony that the end of 2020 is 63 

not required for the 500 kV facilities.  The late-filed transmission studies are still 64 
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preliminary and they do not demonstrate that the Transmission Projects can reliably 65 

integrate the proposed Wind Projects into the grid. The Commission should defer any 66 

decision on those facilities until sufficient transmission planning studies are conducted to 67 

finalize the configuration of all transmission projects and establish the ability for the 68 

projects to provide adequate transfer capability for the eastern Wyoming Wind Projects. 69 

 70 

II.  Surrebuttal Testimony 71 

Q. What is the purpose of your Surrebuttal Testimony? 72 

A. The purpose of my Surrebuttal Testimony is to address the Company’s Rebuttal 73 

Testimony filed on January 16, 2018. My Surrebuttal Testimony focuses on those issues 74 

raised in the Company’s Rebuttal Testimony pertaining to the issues discussed in my 75 

December 5, 2017 Direct Testimony. I limit my surrebuttal to issues that are not 76 

superseded by the changes introduced in the Company’s Second Supplemental Direct 77 

Testimony.  78 

Q. Please summarize the issues that you address in your Surrebuttal Testimony. 79 

A. I am offering Surrebuttal Testimony on a number of issues raised in the Company’s 80 

Rebuttal Testimony.  81 

 First, I will address the change in the Company’s base case on the argument for the need 82 

for the Combined Projects that has evolved from an economic opportunity investment to 83 

a necessary addition to its resource plan. 84 
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 Second, I will address RMP’s change from its Direct Testimony, in which it claimed that 85 

the Transmission Projects are not needed unless the Wind Projects are developed, to a 86 

claim that the need is independent of the Wind Projects. 87 

 Third, I will address the Company’s changed position regarding the appropriate 88 

allocation of project risk between the Company and its ratepayers, foundational to the 89 

change in the Company’s position on resource need. 90 

 Fourth, I will discuss the Company’s rebuttal to issues on the transmission studies offered 91 

in 2017.  However, most of those issues are now moot due to the fundamental revisions 92 

to the transmission studies since that time. 93 

 Finally, I offer responses to a number of technical issues raised in RMP’s Rebuttal 94 

Testimony, including third party transmission revenue assumptions, PTC risk if the 95 

Transmission Projects are delayed, the magnitude of benefits compared to costs, the 96 

method of extrapolating the economic analysis beyond 2037, and the omission of 97 

transmission costs. 98 

 It is my view that these issues are the most important ones requiring response at this time. 99 

I have not addressed every issue raised in RMP’s Rebuttal Testimony. My silence on 100 

other issues raised is not an indication that I agree with the Company’s position on those 101 

issues, rather my concerns on those issues are less critical to the fundamental issues the 102 

Commission will need to consider. 103 

   104 
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A. The Combined Projects Are Economic Opportunity Projects 105 

Q. How does the Company describe the purpose of the proposal in its 106 

Supplemental/Rebuttal Testimony? 107 

A. The Company’s Supplemental/Rebuttal Testimony describe the Combined Projects as 108 

“…necessary to meet an identified resource need…”1  Ms. Crane testifies that “…the 109 

projects are part of the Company’s least-cost, least-risk plan for meeting resource 110 

needs.”2  111 

 Mr. Link asserts that the time-limited opportunity nature of the Combined Projects does 112 

not indicate it is disconnected from a resource need.3 He asserts that there are both 113 

short-term and long-term needs in the system and the Combined Projects fill needs that 114 

would otherwise be met by front office transactions (FOTs).4 115 

Q. Is this description different from the purpose of the proposal, as described in the 116 

Company’s Direct Testimony? 117 

A. Yes, it is a substantially different articulation of the reason to offer the proposal.  In the 118 

Company’s Direct Testimony, the project is characterized as an economic opportunity to 119 

take advantage of federal PTCs and provide “…significant savings to customers…”,5 120 

describing it as “… a unique, time limited opportunity for the Company…”6  In that 121 

                                                 

1  Supplemental Direct and Rebuttal Testimony of Cindy A. Crane, lines 24-25. 

2  Id. at lines 167-168. 

3  Supplemental Direct and Rebuttal Testimony of Rick T. Link, lines 915-916. 

4  Id. at lines 806 – 810. 

5  Direct Testimony of Cindy A. Crane, line 44. 

6  Id. at line 206. 
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filing, the Company did not describe the incremental wind as fulfilling a resource need.  122 

In fact, Mr. Link specifically noted that the resource balance analysis performed for the 123 

2017 IRP showed no need for incremental capacity until 2028 and had no mention of 124 

FOTs as a factor; this is the same resource balance analysis he now asserts shows need in 125 

the near term, as well.7  126 

 I discuss the Company’s economic opportunity rationale in more detail in my Direct 127 

Testimony.8 128 

Q. What is the significance of the change in the Company’s representation of the 129 

reason for pursuing for the project? 130 

A. My basis for evaluating the Company’s proposal as presented in the Direct Testimony 131 

was based on the representation that it was a project designed to take advantage of an 132 

economic opportunity and deliver significant ratepayer benefits.  Therefore, my Direct 133 

Testimony focused on whether or not there was a high likelihood that the Combined 134 

Projects would deliver significant benefits to ratepayers. 135 

 In evaluating a project that is designed to meet a generation resource capacity need or a 136 

transmission reliability need, the Company is asserting that the standard of review should 137 

be no different than any other resource decision.  Mr. Link argues for the primary focus 138 

to be on the Medium Gas, Medium CO2 price scenario (which he refers to as the “central 139 

forecast”), noting that, in his analysis, that scenario offers a “reasonably sized cushion.”9  140 

                                                 

7  Direct Testimony of Rick T. Link, lines 111-115. 

8  Direct Testimony of Daniel Peaco, lines 131 – 151. 

9  Supplemental Direct and Rebuttal Testimony of Rick T. Link, lines 1126-1139. 
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 In shifting to the resource need approach from an economic opportunity perspective with 141 

assurances of a high likelihood of significant ratepayer benefits, the Company is seeking 142 

to have little weight placed on the scenarios that produce negative benefits.  143 

In the case of an economic opportunity, the choice is different.  The options are to pursue 144 

the project or not pursue the project. As I described in my Direct Testimony, in this 145 

circumstance, a choice to pursue such a project should be done only if there is a high 146 

likelihood of significant benefits to ratepayers.10 As an economic opportunity project, 147 

there is no merit to proceeding with the project unless there is a high likelihood of 148 

significant benefits to ratepayers.  The Company is proposing an approach that provides 149 

ratepayers much less assurance of significant benefits.  150 

Q. Has the Company provided sufficient evidence supporting the claim of a resource 151 

need? 152 

A. No, it has not.  In the rebuttal portion of my testimony, I demonstrate that the Company 153 

has ignored alternatives that are lower cost and lower risk than the Combined Projects. 154 

Q. What do you conclude regarding the Company’s change from an economic 155 

opportunity to a resource need rationale for proposing the Combined Projects? 156 

A. The net effect of the Company’s change is to propose significantly less stringent criteria 157 

to justify proceeding with the Combined Projects. The Combined Projects are unable to 158 

meet the high likelihood of significant benefits to ratepayers if the economic opportunity 159 

perspective is applied.  It was clear in the Company’s initial analysis in the Direct 160 

                                                 

10  Direct Testimony of Daniel Peaco, lines 282-297. 
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Testimony, and it is also clear in the analysis now presented in its corrected Second 161 

Supplemental Testimony, that the Combined Projects fail under the economic 162 

opportunity framework, even when accepting the Company’s analysis at face value, 163 

which I do not.  By now claiming that the projects meet a resource need, the Company is 164 

attempting to avoid addressing the fact that, under the Company’s own analysis, the 165 

project would result in hundreds of millions of dollars in net cost to customers under a 166 

range of plausible future market conditions.11 167 

 The Company’s shift to a resource need approach at this juncture in the case should be 168 

rejected.  The Company’s position in the Direct Testimony that the Combined Projects 169 

are economic opportunity projects is the reason the Company proposed them. The 170 

Company’s changed rationale is unpersuasive. The Combined Projects should be 171 

considered economic opportunity projects and should be rejected unless there is a high 172 

likelihood of benefits to ratepayers. 173 

 174 

B. The Transmission Projects Are Not Needed Independent of the Wind Projects 175 

                                                 

11  See Table 3 below, providing the Company’s estimates of net costs to customers under the Low Gas, Zero CO2 

($184 million) and Low Gas, Medium CO2 ($127 million) scenarios. 
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Q. Please describe the Company’s position on the need for the Aeolus-to-176 

Bridger/Anticline line (Segment D.2) of Gateway West and the Network Upgrades 177 

(together, the Transmission Projects) in its Rebuttal Testimony. 178 

A. Ms. Crane notes that “[t]here is an independent need for the Aeolus-to-Bridger/Anticline 179 

line even if the new Wind Projects are not constructed because the line will improve 180 

system performance and reliability and directly serve customers.”12 She also states that 181 

the issue is not if, but when the Transmission Projects will be built, asserting that the 182 

Transmission Projects will be built in 2024 in any event.13 Mr. Vail offered the same 183 

view in his Rebuttal Testimony.14 184 

Q. How does that position differ from the Company’s Direct Testimony? 185 

A. In their Direct Testimony, Ms. Crane and Mr. Vail each testify that the Transmission 186 

Projects are not economic without the Wind Projects and the associated PTC benefits.15  187 

 Mr. Vail offered the following statement in his Direct Testimony: 188 

 “While the Aeolus-to Bridger/Anticline Line has long been recognized as an 189 

integral component of the Company’s long-term transmission planning, its 190 

construction and that of other components of the Transmission Projects has 191 

not been economic until now.”16 192 

                                                 

12  Supplemental and Direct Testimony of Cindy A. Crane, lines 145-147. 

13  Id. at lines 150-153. 

14  Supplemental Direct and Rebuttal Testimony of Rick A. Vail, lines 263-269. 

15  Direct Testimony of Cindy A. Crane, lines 202 – 205. Direct Testimony of Rick A. Vail, lines 56 – 71. 

16  Direct Testimony of Rick A. Vail, lines 58-61. 
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 It is clear from these statements that the decision to proceed with the Transmission 193 

Projects is a matter of economics and not reliability of the existing system.  It also 194 

demonstrates that even though the project has been part of the Company’s long-term 195 

plan, this does not indicate a reliability need for the project, as the Company has 196 

historically and continues to still rely on an economic justification to build the project. 197 

 In its Direct Testimony, the Company did describe the Transmission Projects as 198 

necessary to relieve economic congestion,17 but subsequent responses to data requests 199 

confirmed that there is no reliability need for the transmission project in the system 200 

absent the new Wind Projects.18 201 

 The new position that the Company has offered in its Rebuttal Testimony, that there is a 202 

need for the Transmission Projects independent of the Wind Projects, is a reversal of the 203 

testimony previously provided in the Company’s Direct Testimony and in the responses 204 

to our investigation of this issue in discovery on that Direct Testimony. 205 

Q. What evidence does the Company now offer to establish the need for the 206 

Transmission Projects independent of the Wind Projects? 207 

A. The evidence provided is very limited. 208 

 Mr. Vail asserts that, even without the new Wind Projects, there is a need for the 209 

Transmission Projects because they will improve system performance and reliability and 210 

directly serve customers.19 He offers no reliability or economic analysis of the 211 

                                                 

17  Direct Testimony of Cindy A. Crane, lines 200-201. 

18  RMP Response to Data Request DPU 8.1. Direct Testimony of Rick A. Vail, lines 431 – 432. 

19  Supplemental Direct and Rebuttal Testimony of Rick A. Vail, lines 263-265. 
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Transmission Projects built in isolation. As I noted in response to the prior question, we 212 

explored this issue in discovery and confirmed that there is no system reliability problem 213 

that would require the Transmission Projects absent the addition of the new Wind 214 

Projects.  He reaffirms in his Rebuttal Testimony that the Company is in compliance with 215 

all NERC and Western Electricity Coordinating Council (WECC) reliability standards.20  216 

 The Company offers no economic analysis that shows that the improvements in system 217 

performance provide an economic justification for the Transmission Projects.  Mr. Vail 218 

offers no information to explain how the set of costly system upgrades and additions 219 

would be economically justified solely for the reliability and system performance 220 

improvements he describes. The Company’s testimony that these projects have not been 221 

economic until now (with the attendant wind capacity and PTC benefits) makes clear that 222 

the Transmission Projects are not economically justified by system performance 223 

improvements alone.  224 

 Mr. Vail asserts that stiffness factors in eastern Wyoming are such that new resources 225 

cannot be connected to the system.21 This statement does not support the need for the 226 

Transmission Projects independent of the Wind Projects. Rather, this statement makes 227 

clear the need is conditioned on the new Wind Projects being added to the system. Only 228 

with the proposal of the Wind Projects does it now find that its answer has changed. 229 

 Mr. Vail points to a recent regional study of transmission project alternatives conducted 230 

by the Northern Tier Transmission Group (NTTG), indicating that that study calls for the 231 

                                                 

20  Id. at lines 278-279. 

21  Id. at lines 281-282. 
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construction of the Energy Gateway West and South projects.22 However, Mr. Vail’s 232 

testimony does not mention that the NTTG study specifically examines the need for the 233 

Gateway Projects and alternative transmission projects for a scenario that includes 234 

1,100 MW of eastern Wyoming wind for PacifiCorp and a total of 3,200 MW of eastern 235 

Wyoming wind from all study participants.23 This study does not provide any evidence 236 

that there is a need for the Transmission Projects independent of the Wind Projects. 237 

 Ms. Crane contradicts Mr. Vail’s premise that there is a need for the Transmission 238 

Projects independent of the Wind Projects by offering the high response rate resulting 239 

from the 2017R RFP as evidence of high demand for Segment D.2.24 The demand which 240 

Ms. Crane refers to is not ratepayer demand, but rather project developers’ demand for a 241 

transmission path for projects they want to build. Further, her statement clearly connects 242 

the need for the line to new wind energy development. The RFP results only confirms the 243 

wind resource potential in eastern Wyoming that has been well known for a long time.  244 

 In sum, the question is whether investment on the scale of the Transmission Projects is 245 

necessary or wise if those system performance gains come at an expense out of 246 

proportion to the benefits. Its statement that the Transmission Projects have never been 247 

economic until now, with the Wind Projects, confirms that the Company has consistently 248 

answered this question in the negative.  249 

                                                 

22  Id. at lines 325-331. 

23  NTTG 2016-2017 Regional Transmission Plan, December 28, 2017, page 14. www.nttg.biz NTTG Biennial 

Reports. 

24  Supplemental Direct and Rebuttal Testimony of Cindy A. Crane, lines 154-158. 

http://www.nttg.biz/
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Q. What evidence does the Company offer to support the assertion that the 250 

Transmission Projects will be built in 2024 in any event? 251 

A. Mr. Vail simply refers to the Company’s long-term transmission plans.25  252 

 As the quote from Mr. Vail’s Direct Testimony that I included in an earlier response 253 

demonstrates, these Transmission Projects have been in the Company’s long-term 254 

transmission plans for a long time and have not been pursued because they have not 255 

become economic.  There is no evidence that the Company will have an economic case 256 

for the Transmission Projects in 2024 or that there is any requirement other than 257 

economics that would compel the Company to develop the projects by that date. 258 

 Furthermore, the years between now and 2024 could hold any manner of changes that 259 

would change the nature or location of any future need, particularly given pressure on 260 

Wyoming coal plants. 261 

Q. What do you conclude regarding the Company’s assertion that there is an 262 

independent need for the Transmission Projects and that the proposal is simply an 263 

advancement of timing from a 2024 development of the projects? 264 

A. The Company has offered no credible support for this claim in its Supplement Direct and 265 

Rebuttal Testimony and it is contradicted by the evidence we obtained in our examination 266 

of the Company’s Direct Testimony.  267 

 Transmission Projects of this scale in Wyoming can only be justified in conjunction with 268 

the development of significant new eastern Wyoming wind projects, as all of the studies 269 

                                                 

25  Supplemental Direct and Rebuttal Testimony of Rick A. Vail, lines 265-268. 
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that the Company has conducted or referred to have shown. If the economics do not 270 

support the Combined Projects today and the Transmission Projects are not built now, the 271 

timing of the development will be contingent on future operational and economic 272 

conditions as have been the case in the Company’s plans for many years. 273 

 274 

C. RMP Is Asking Ratepayers to Assume Responsibility for Project Risks 275 

Q. How has the Company changed its position regarding the appropriate allocation of 276 

risk between the Company and the ratepayers? 277 

A. The Company couples its assertion that there is a resource plan need for the Combined 278 

Projects with an objection to the high likelihood of benefits standard that I and others put 279 

forth in Direct Testimony for the projects when viewed as an economic opportunity. In 280 

my Direct Testimony, I discussed and applied a standard of a high likelihood of ratepayer 281 

benefits, a standard that Ms. Crane initially discussed in the Wind Repowering 282 

proceeding as appropriate.26 283 

 Ms. Crane now objects to the higher standard of approval for the Combined Projects 284 

based on her assertion that these projects are not economic opportunity projects, but are 285 

needed to meet customer need.27 Furthermore, she asserts that there is a low risk of the 286 

projects being uneconomic by pointing to Mr. Link’s benefits analysis for the 2020-2036 287 

period showing all nine price-policy scenarios with positive benefits,28 ignoring the 288 

                                                 

26  Direct Testimony of Daniel Peaco, lines 283-301. 

27  Supplemental Direct and Rebuttal Testimony of Cindy A. Crane, lines 164-168. 

28  Id. at lines 176-179. 
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life-of-project results that show two of the nine scenarios with negative benefits and 289 

limited benefits in others. Ms. Crane also states that it not appropriate for the Company to 290 

take risks beyond its control.29 291 

 Mr. Link asserts that there is “nothing novel or unique” about the Combined Projects that 292 

would require heightened review or a different standard for approval. He asserts that the 293 

Projects do not present risks different than typical utility investments.30 In addition, he 294 

asserts that the Combined Projects are least-cost, least-risk compared to all other 295 

alternatives.31 296 

 Ms. Crane’s and Mr. Link’s statements make clear that the Company is coupling its 297 

assertion that there is a critical need for the projects with its position that the standard of 298 

review not be any different than for any other resource need-based decision. In this 299 

construct, the Company expects the ratepayers to assume risks that the Company cannot 300 

control.  301 

 In my view, the Company is asserting that the standard of review should consider 302 

whether the Combined Projects are more likely than not to provide benefits to ratepayers, 303 

rather than a high likelihood of customer benefits that I discussed in my Direct 304 

Testimony. 305 

                                                 

29  Id. at lines 207-208. 

30  Supplemental Direct and Rebuttal Testimony of Rick T. Link, lines 1080-1086. 

31  Id. at lines 1004-1008. 



  Docket No. 17-035-40 

DPU Confidential Exhibit 2.0 R-SUP, 2.0 SR 

Daniel Peaco  

April 17, 2018 

Page 17 

 

Q. Did the Company offer any other response to the standard of review that you 306 

proposed? 307 

A. Yes. Mr. Link did offer rebuttal to my discussion of the Low Gas, Zero CO2 scenario in 308 

my direct testimony. His rebuttal testimony incorrectly asserts that I described this as the 309 

most likely scenario32 and then proceeds to rebut that assertion rather than my testimony 310 

as offered. 311 

 In my Direct Testimony, I did argue that the Low Gas, Zero CO2 scenario is the one that 312 

most closely resembles current market expectations in this case and that the Company 313 

should demonstrate benefits to customers under this scenario. In that case, and one other, 314 

Mr. Link’s own analysis (life-of-project) shows the benefits to ratepayers to be negative. 315 

 To be clear, the reason for my focus on this case is to help establish an analytical basis 316 

for the “high likelihood of benefits to customers” standard. In the context of this case, 317 

which I continue to view as an economic opportunity, a 50/50 proposition or “more likely 318 

than not” standard is unacceptable. A serious examination of the adverse outcomes is 319 

necessary to provide assurance of a much higher probability of benefits to customers. The 320 

Combined Projects should be sufficiently robust to be beneficial across the full possible 321 

range of market and policy outcomes.   322 

                                                 

32  Id. at lines 1353-1362. 
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Q. Are there other examples of the Company’s position on allocation of risk to 323 

customers? 324 

A. Yes. The Company’s response to my comments on energy production risk are another 325 

example of the Company asking the ratepayers to assume significant risk. 326 

 Mr. Link takes issue with my discussion of production risk associated with the Wind 327 

Projects. He asserts that I am offering a one-sided risk assessment that ignores the 328 

potential upside if production is higher than the Company’s forecast.33 Mr. Teply 329 

responds to the concerns I expressed about the production estimates, describes new 330 

third-party technical assessments that provide production assessments on a 50-percent 331 

probability (P50) basis and objects to having the Company taking the risk that the actual 332 

production might be lower than the P50 level.34 In addition to the inherent uncertainty in 333 

the wind resource, Mr. Vail also acknowledges that the wind production could be 334 

curtailed at times for system protection reasons,35 adding to the risks that the ratepayers 335 

would bear regarding the energy and PTC benefits of the Combined Projects. 336 

 The comments make clear that the Company is unwilling to be accountable for its 337 

production estimates, and more importantly, is unwilling to share the burden of the 338 

production risk with ratepayers in any way.  While I did not propose the risk mitigation 339 

mechanism Mr. Teply discusses (a Company guarantee of P50 or higher), it does appear 340 

clear that the Company is asking the ratepayers to bare the risk on energy and PTC 341 

                                                 

33  Id. at lines 1363-1373. 

34  Supplemental Direct and Rebuttal Testimony of Chad A. Teply, lines 575-587. 

35  Supplemental Direct and Rebuttal Testimony of Rick A. Vail, lines 697-709. 
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benefits resulting from production at levels below the Company’s estimates.  Mr. Link’s 342 

analysis assumes the P50 production to derive his benefits and, as I noted in my Direct 343 

Testimony, a small reduction from P50 production can significantly reduce the benefits to 344 

ratepayers resulting from his analysis.36 345 

Q. What do you conclude regarding the Company’s position on risk allocation? 346 

A. There are a number of risks that are beyond the Company’s control and the Company is 347 

making clear that it does not wish to assume those risks. Two examples of those risks are 348 

the future natural gas and CO2 prices and the actual level of wind energy production.  In 349 

each example, the Company would like to Commission to focus on the “central forecast” 350 

to decide to move forward with the Combined Projects and have ratepayers accept any 351 

downside risk relative to those values. The Company’s assertions that these projects are 352 

not “economic opportunity” projects, and that there is an independent need for the 353 

Transmission Projects, contribute to the Company’s view that the it is acceptable and 354 

appropriate for ratepayers to bare material risks in this case. 355 

 However, focusing on a specific standard of review can lead one to miss the larger point 356 

about risk. If the Combined Projects are not built, despite the Company’s assertion to the 357 

contrary,37 ratepayers will be reliably served at a reasonable cost in the future. Thus, there 358 

is little downside risk for customers in the Combined Projects’ absence. Rather, the 359 

Company contends that the future will be more expensive without the Combined Projects 360 

                                                 

36  Direct Testimony of Daniel Peaco, lines 984-993. 

37  Mr. Link asserts that the alternatives to the Combined Projects are as risky. Supplemental Direct and Rebuttal 

Testimony of Rick T. Link, lines 1085 - 1086. 
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than it would be with them. While there are scenarios in which the Company could be 361 

correct, the point is there are plausible scenarios in which the Company is wrong. 362 

Because the future without these projects appears reasonable and the projects are 363 

expensive, the Company is asking ratepayers to assume the risks of large costs without 364 

corresponding benefits. This is the heart of this matter and it is distinct from a situation 365 

where the Company must add new resources and the resource deficiency must be 366 

corrected using the best available information.  ` 367 

 I continue to recommend that the Commission view the Combined Projects as an 368 

economic opportunity and apply a high likelihood of benefits standard on any decision to 369 

approve the projects. In that context, the Company’s view of the benefits should be 370 

understood to represent a lower standard of review, subjecting ratepayers to greater 371 

unnecessary risks. 372 

 373 



  Docket No. 17-035-40 

DPU Confidential Exhibit 2.0 R-SUP, 2.0 SR 

Daniel Peaco  

April 17, 2018 

Page 21 

 

D. New Transmission Studies Pose Issues Different Than Those Previously Addressed  374 

Q. Please describe the issues raised in the Company’s rebuttal testimony regarding the 375 

transmission planning studies. 376 

A. Mr. Vail responded to three issues that I raised in my Direct Testimony related to the 377 

preliminary Aeolus West Transmission Path Transfer Capability Assessment provided in 378 

October 2017.38  379 

 Two issues were specific to assumptions in that study, which has now been superseded 380 

by entirely new and different studies that were provided in February 2018,39 and most 381 

recently March 30, 2018.40  Those issues pertain to the limits on the TOT 4B path and the 382 

ratings on the Platte-Standpipe 230-kV segment. I do not respond further on those issues, 383 

subject to my review of the new, late-filed studies. 384 

 The third issue pertains to the issue of the prudency of the use of Remedial Action 385 

Schemes (RAS) in the plan.   386 

Q. Do you have any concerns with the Company’s response to the use of RAS in the 387 

plan? 388 

A. Yes. My Direct Testimony pointed to a Company document that stated “Reliance on 389 

excessive generator tripping/curtailment or operator intervention is not viewed as 390 

                                                 

38  Attachment RMP’s Response to Data Request OCS 8.1, Aeolus West Transmission Path Transfer Capability 

Assessment (October 2017). 

39  Attachment RMP’s Response to Data Request DPU 21.1, Aeolus West Transmission Path Transfer Capability 

Assessment (February 2018). 

40  Attachment RMP’s First Supplemental Response to Data Request DPU 21.1, Aeolus West Transmission Path 

Transfer Capability Assessment (March 30, 2018). 
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prudent transmission planning for the BES”41 and observed that the Company had not 391 

explained how the extensive use of RAS in this case comported with that statement. Mr. 392 

Vail’s response to that concern was to offer a statement asserting that RAS, in general, 393 

are consistent with NERC standards and are not imprudent or unreasonable.42 His 394 

statement conflicts with the citation I referenced.  He offered no explanation of the 395 

citation and did not offer any answer on the criteria that distinguishes between RAS that 396 

are prudent and reasonable and those that are not.  As a result, we have no basis to know 397 

how the RAS now proposed pass those criteria.  398 

   399 

E. RMP’s Third-Party Transmission Revenue Assumptions Remain Unsupported 400 

Q. Please describe the issues raised in the Company’s rebuttal testimony regarding 401 

third-party transmission revenue. 402 

A. In my Direct Testimony, I expressed the concern that the Company included a significant 403 

amount of third-party transmission revenue and had provided no support for that value. 404 

Utah Association of Energy Users’ witness Mr. Mullins raised this issue, as well.43  405 

 Mr. Vail responds to this concern by describing the third-party revenue in the current 406 

tariff and indicating that it changes from year to year.44  This response provides no 407 

forward-looking information or any basis for the implicit conclusion that the 12 percent 408 

                                                 

41  Direct Testimony of Daniel Peaco, lines 553-555. 

42  Supplemental Direct and Rebuttal Testimony of Rick A. Vail, lines 448-457. 

43  Id. at line 763. 

44  Id. at lines 767-770. 
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of Transmission Project costs that will be paid for by parties other than ratepayers will 409 

remain constant over the next 35 years.   410 

Q. What do you conclude from Mr. Vail’s response? 411 

A. The Company’s assumption regarding this revenue stream from third parties is supported 412 

only by the current tariff values. Given the share of the net benefits that this value 413 

represents, I find this does not provide a reasonable assumption for the life of the project. 414 

 415 

F. PTC Risks Due to Transmission Projects’ Delay Remains Unaddressed 416 

Q. Please describe how the Company addressed the risk of PTC qualification if the 417 

Transmission Projects are not in service by December 31, 2020. 418 

A. Mr. Vail provides a brief response to this issue.45 He indicates that some unspecified 419 

subset of the Transmission Projects, if completed by that date, could facilitate 420 

synchronization of the Wind Projects to the grid and enable commissioning of the 421 

turbines as required by the IRS for qualification. 422 

Q. What do you conclude from Mr. Vail’s response? 423 

A. The risk of PTC qualification remains unaddressed. 424 

 Mr. Vail does not identify the specific projects or elements that are required by December 425 

31, 2020 to meet the IRS PTC qualification requirement. The scheduling of those 426 

facilities remains critical to reaching this key milestone. 427 

                                                 

45  Id. at lines 689-696. 
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 In addition, Mr. Vail does not address the curtailment of Wind Project output that would 428 

be required in the event the subset of projects is successfully completed but not all 429 

elements of the Transmission Projects are in service by December 31, 2020.  Even if the 430 

turbines are qualified for 100 percent PTCs, they are of lower value to ratepayers if the 431 

production is curtailed due to delays in the Transmission Projects.   432 

 433 

G. Gross Benefits Are Not Material, the Net Benefits Relative to Total Costs Are Small 434 

Q. Please describe the Company’s testimony regarding the magnitude of benefits 435 

relative to costs. 436 

A. Mr. Link takes issue with my observation that the scale of the net benefits in many of the 437 

Company’s cases are very modest relative to the size of the initial investment.46 He 438 

argues that it is improper to compare net benefits to project costs, rather gross benefits 439 

should be the comparison. Further, he asserts that the fact that net benefits are small has 440 

little meaning in this case. 441 

Q. What is your assessment of Mr. Link’s position on this issue? 442 

A. I disagree with his view. His argument here clearly stems from his view that this is a 443 

resource need case, rather than an economic opportunity case, an issue I have discussed 444 

elsewhere in my Surrebuttal Testimony. In the context of the economic opportunity that 445 

the Company offered in its Direct Testimony, the ratepayers are fully entitled to expect a 446 

reasonable return to warrant supporting an economic opportunity investment of this scale. 447 

                                                 

46  Supplemental Direct and Rebuttal Testimony of Rick T. Link, lines 1313-1332. 
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Mr. Link’s testimony is inconsistent with the proposition offered by Ms. Crane, namely 448 

benefits to ratepayers that significantly outweigh the costs.47 Even if you accept Mr. 449 

Link’s resource need argument, the scale of net benefits matters, as the scale of the 450 

investments and the unique risks to the benefits warrant solid assurances of benefits to 451 

ratepayers.  452 

Q. Do you still believe that the benefits of the Combined Projects are small compared 453 

to the project costs? 454 

A. Yes, I do.  Using the Company’s most recent estimates of project costs and benefits, I 455 

have calculated the benefit-cost ratio of the Combined Projects across the nine 456 

price-policy scenarios using the 30-year analysis.  The results are presented in Table 1 457 

below.  For the purposes of this analysis, I have considered PTC revenue as a benefit, 458 

rather than a reduction to project costs as the Company has done it its analysis, and 459 

compared the present value of the benefits to the costs. 460 

Table 1. Net (benefit)/cost and benefit/cost ratio, 30-year analysis48 461 

Price-Policy Scenario 
Net (Benefit)/Cost 

($ millions) 

Benefit/Cost 

Ratio 

Low Gas, Zero CO2 184  '''''''''''  

Low Gas, Medium CO2 127  ''''''''''  

Low Gas, High CO2 (147) ''''''''''  

Medium Gas, Zero CO2 (92) '''''''''''  

Medium Gas, Medium CO2 (167) ''''''''''  

Medium Gas, High CO2 (304) ''''''''''  

High Gas, Zero CO2 (448) '''''''''''  

                                                 

47  Direct Testimony of Cindy A. Crane, lines 234-235. 

48  Source: Link Second Supplemental Direct Workpapers (corrected). EV2020 Second Supp Results Summary File 

- VOM adjusted CONF.xlsx. 
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High Gas, Medium CO2 (499) '''''''''  

High Gas, High CO2 (635) ''''''''''  

 462 

 These results demonstrate that the Company’s own analysis shows that the Combined 463 

Projects have limited benefits relative to project costs, with two scenarios returning 464 

benefits less than costs and five of nine scenarios returning a benefit-cost ratio of '''''''''' 465 

''''''''' ''''''''', including the two scenarios showing net costs to ratepayers. I presented a 466 

similar calculation of benefit-cost ratios in the Company’s wind repowering proceeding.49 467 

Each of the repowering projects show better benefit-cost ratios than the Combined 468 

Projects.50  469 

 Further, the benefit cost ratios in Table 1 are based on the Company’s estimate of net 470 

benefits. Those values are overstated as they include some benefits that I believe are 471 

speculative or overstated, which I will discuss later in my testimony, making the actual 472 

values even worse. 473 

 474 

H. RMP Has Not Addressed Problems with the Extrapolation Method 475 

                                                 

49  April 2, 2018 Response Testimony of Daniel Peaco, RMP’s Wind Repowering docket (17-035-39).  See Tables 

4 and 5 in that testimony.  

50  Id. at line 314 (Table 2). 
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Q. Please describe the Company’s response to your concerns regarding the 476 

extrapolation methodology. 477 

A. Mr. Link dismisses my critique of the extrapolation methodology asserting that I did not 478 

provide sufficient evidence of the problems.51  479 

Q. What is your response to Mr. Link’s position on this issue? 480 

A. Mr. Link fails to address the totality of my testimony on this matter.  481 

 I noted that his methodology assumes that the results from the System Optimizer (SO) 482 

and Planning and Risk (PaR) models from an eight-year period are representative of the 483 

subsequent 14 years of the project life.  He ignores my recommendation that he provide 484 

justification of this methodology.  485 

 I also note that this same issue was raised in the Wind Repowering Docket 486 

No. 17-035-39. In that proceeding, I provided specific examples of the anomalous results 487 

attributable to this issue.52 Mr. Link did not directly address the issues raise regarding the 488 

issues with this methodology in that proceeding and continues to object to providing 489 

evidence that support his assertions that the methodology is sound and producing 490 

reasonable results. 491 

 Mr. Link uses complex models to evaluate only the first half of the life of the projects and 492 

uses an unsupported extrapolation for the second half and ignores concerns raised by 493 

myself and others in this proceeding and in Docket No. 17-035-39. I find his unsupported 494 

                                                 

51  Supplemental Direct and Rebuttal Testimony of Rick T. Link, lines 1408-1416. 

52  Direct Testimony of Daniel Peaco, Docket 17-035-39, lines 362-512.  
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assertion that the methodology is reasonable unconvincing. It is the Company’s burden to 495 

provide evidence that the analysis presented is reasonable, a burden it has not met in this 496 

case.   497 

 498 

I. RMP Has Not Incorporated the Full Cost of the Transmission Projects  499 

Q. Please describe the Company’s Rebuttal Testimony on the full cost of the 500 

Transmission Projects? 501 

A. Mr. Link discusses a critique Mr. Mullins and I offered regarding the omission of a 502 

portion of the Transmission Project costs due to the use of only the first 30 years of the 503 

62 years of revenue requirements in his analysis. He asserts that I conceded that there are 504 

benefits beyond the study period.53  505 

Q. What is your response to Mr. Link’s position on this issue? 506 

A. First, I note that he does not dispute the fact that the subject transmission costs are 507 

omitted from his analysis. These excluded costs are '''''''''''''' ''''''''''''''' '''''''''''''''',54 which is 508 

significant in comparison to the magnitude of the net benefits the Company has 509 

estimated. My critique of that issue remains. 510 

 Further, Mr. Link misrepresents my testimony, indicating I conceded benefits beyond the 511 

study period. In fact, my testimony responds to Mr. Link’s unsupported assertion that 512 

there are benefits beyond the study period to offset those costs by indicating the costs are 513 

                                                 

53  Supplemental Direct and Rebuttal Testimony of Rick T. Link, lines 1447-1451. 

54  Source: Link Workpapers Gateway_IRP Data 21% US Tax (VL).xlsx. 
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certain and any benefits are uncertain. At this point, he has offered no evidence that there 514 

are benefits of any amount, much less benefits sufficient to support the '''''''''''' '''''''''''''''''' of 515 

omitted costs. 516 

 I continue to recommend that the full cost of the Transmission Projects be included in the 517 

economic analysis.  518 

 519 

III. Rebuttal Testimony 520 

Q. What is the purpose of your Rebuttal Testimony? 521 

A. The purpose of my Rebuttal Testimony is to address new and updated information 522 

contained in the Company’s Supplemental Direct Testimony filed on January 16, 2018, 523 

Second Supplemental Direct Testimony filed on February 16, 2018, and corrections to 524 

the Second Supplemental Direct Testimony filed on February 23, 2018.  The new and 525 

updated information relates to the new set of Wind Projects now being proposed for 526 

approval in this proceeding, the revised Transmission Projects now proposed to 527 

interconnect and deliver the output from those Wind Projects, and the updated and 528 

revised economic analysis presented to support the Company’s assertion that the 529 

Combined Projects are economically justified. My Rebuttal Testimony focuses on 530 

(a) whether the Combined Projects are likely to be lowest reasonable cost resources, 531 

(b) the short-term and long-term impacts on Utah ratepayers, and (c) the resulting 532 

economic risks to Utah ratepayers.  533 

 The Company’s Second Supplemental Direct Testimony includes the final Wind Projects 534 

offered by the Company for consideration in this proceeding resulting from the 2017R 535 
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RFP process. In addition, the Company’s Supplemental Direct and Second Supplemental 536 

Direct Testimonies includes a broad set of additional changes in methodology and 537 

assumptions from its Direct Testimony, beyond those contemplated in the initial 538 

procedural order and beyond the scope of my Direct Testimony.  539 

 540 

A. RMP’s Combined Projects are Fundamentally Different than Initially Proposed 541 

Q. Please describe the changes in the proposed Wind Projects relative to the 542 

Company’s initial filing in this proceeding. 543 

A. The components of the Wind Projects proposed by the Company have changed twice 544 

since the Company’s initial filing, first in the January 16, 2018 Supplemental Direct 545 

filing, and again in the February 26, 2018 Second Supplemental Direct filing. I have 546 

summarized the changes in projects proposed in the various rounds of testimony in 547 

Table 2. With each change, the total amount of wind projects has materially increased 548 

and the locations of the wind projects has changed. 549 

Table 2. Wind Projects proposed, by testimony round 550 

Project Name 
Included Capacity (MW) 

Direct Supplemental 2nd Supplemental 

Ekola Flats 250 - 250 

TB Flats I 250 250 250 

TB Flats II 250 250 250 

McFadden Ridge II 110 109 - 

Cedar Springs - 400 400 

Uinta - 161 161 

Total 860 1,170 1,311 

  551 
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Q. Please describe the changes in the proposed Transmission Projects relative to the 552 

Company’s initial filing in this proceeding. 553 

A. The individual elements of the Transmission Projects fall into two categories.  554 

 The first is the elements of the Aeolus-to-Bridger/Anticline 500 kV line.  The Company 555 

has testimony indicating there has been no changes to these elements and no change in 556 

the Company’s estimate of the costs,55 but based on my review of transmission studies 557 

provided in discovery after that testimony was submitted, it appears changes have 558 

subsequently been made to this element.  I discuss these changes in more detail in Section 559 

III.G below.   560 

 The second category is the network upgrades needed to interconnect the Wind Projects.  561 

The Company has indicated that these elements have changed due to the change in 562 

portfolio of Wind Projects selected by the Company56 and resulting from new 563 

interconnection studies.57  The Company indicates that these changes increase the cost of 564 

the network upgrades by ''''''''' ''''''''''''''''''.58 565 

Q. Please describe the key changes in assumptions, modeling methods, and benefits 566 

calculations in the Company’s Supplemental Direct Testimony. 567 

A. The Combined Projects in the Company’s Supplemental Direct and Second Supplemental 568 

Direct changed significantly from those included in the June 2017 Application. The Wind 569 

                                                 

55  Supplemental Direct and Rebuttal Testimony of Rick A. Vail, lines 48-51. 

56  Id. at lines 52-81. 

57  Second Supplemental Direct of Rick A. Vail, lines 29-31 

58  Supplemental Direct and Rebuttal Testimony of Rick A. Vail lines 84-92; Second Supplemental Direct of Rick 

A. Vail, line 106. 
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Projects now include one project, the Uinta Project, that is in southwest Wyoming and, as 570 

a result, does not require the Transmission Projects for delivery of its output.59 The most 571 

current proposed set of Wind Projects in eastern Wyoming, projects dependent on the 572 

development of the Transmission Projects, include more total installed capacity 573 

(1,150 MW vs. 860 MW) and a new 161 MW project in a location different from any of 574 

the locations studied in the transmission planning studies provided previously or in the 575 

Supplemental Direct. As I have described above, the Company indicated that the change 576 

in the Wind Projects requires additional transmission upgrades on the 230 kV system, 577 

while asserting (without supporting studies) that the 500 kV Transmission Projects 578 

originally proposed were adequate to reliably deliver the new Wind Projects 579 

configuration. 580 

 The Company’s Second Supplemental Direct economic analysis includes a number of 581 

material updated assumptions, including the change in the reduction in the corporate tax 582 

rate enacted in federal law in December 2017, a new load forecast, and updated forecasts 583 

of natural gas, carbon, and market prices. 584 

 The Company’s Second Supplemental Direct economic benefits methodology included 585 

changes from the method presented in the Direct Testimony. The Company has changed 586 

the representation of the production tax credit benefits in the SO model and added a 587 

terminal value analysis. 588 

                                                 

59  Supplemental Direct and Rebuttal Testimony of Chad A. Teply, lines 120-123. 
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 Lastly, the Company’s Supplemental and Second Supplemental Direct Testimony 589 

included, for the first time, an assertion that the Combined Projects address a resource 590 

need and that the Transmission Projects would be built by 2024 regardless whether the 591 

Wind Projects are developed or not. As I discuss in my Surrebuttal Testimony, this is a 592 

material change from the Company’s Direct Testimony that the Combined Projects 593 

represent a limited-time economic opportunity presented by the current federal PTC 594 

policy. Along with the change in the language regarding the need for the Combined 595 

Projects, the Company shifted its position on the economic benefits, no longer providing 596 

“a high degree of certainty of customer benefits,” rather asserting that the Commission 597 

should now consider this on the same basis as any other resource decision based on need.   598 

Q. Please summarize the extent of changes in the Combined Projects introduced in the 599 

Company’s Supplemental and Second Supplemental Direct testimony. 600 

A. The Combined Projects now proposed are materially different than the configuration 601 

offered in the Direct testimony, particularly with respect to the size and location of the 602 

Wind Projects. Due to these changes, the prior studies provide little value in assessing the 603 

feasibility of the Transmission Projects for this current plan. The changes in the Wind 604 

Projects and the material changes in both methodology and assumptions in the economic 605 

analysis make the Company’s assessment in its Direct Testimony of no value, as well.  606 

 As a result of these changes, my testimony includes a complete revision of the 607 

assessments provided in my December 5, 2017 Direct Testimony.     608 

 609 
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B. RMP’s Economic Analysis Shows that Economic Benefits Have Declined 610 

Q. Does the Company’s Second Supplemental Testimony provide updated estimates of 611 

net costs and benefits? 612 

A. Yes.  The Company has updated its analysis, providing new estimates of net 613 

costs/benefits of the Combined Projects.  The Company has provided new forecasts for 614 

the three 20-year analyses (SO, PaR Stochastic Mean, and Risk-Adjusted PaR), as well as 615 

the 30-year analysis of long-term benefits through 2050.60 616 

 Subsequent to the filing of the Second Supplemental Testimony, on February 23, 2018 617 

the Company issued corrected testimony and workpapers.  These corrections fixed a 618 

calculation error that was present in both the Supplemental and Second Supplemental 619 

filing.  This corrected testimony provided a full set of updated estimates of economic 620 

costs and benefits, and represents the most current estimates of net costs/benefits to 621 

customers. The correction reduced the benefit estimated included in the prior filings. 622 

Q. How do the estimates of benefits compare between the Direct Testimony and the 623 

most recent estimates? 624 

A. As I have previously discussed, the Company has made several changes to the proposal, 625 

including components of the Combined Projects, key modeling assumptions, and benefits 626 

categories.  These modifications have resulted in new estimates of benefits, summarized 627 

in the tables below. 628 

                                                 

60  The 20-year analysis extends from 2017-2036, but includes less than 17 years of project life because the 

projects are expected in service in 2020.  The long-term analysis extends from 2017-2050, a period of 34 years. 

In this testimony I will refer to this as the “30-year” analysis. 



  Docket No. 17-035-40 

DPU Confidential Exhibit 2.0 R-SUP, 2.0 SR 

Daniel Peaco  

April 17, 2018 

Page 35 

 

Table 3. Updated net (benefit)/cost results, 30-year analysis ($ millions)61 629 

Price-Policy Scenario 

Annual Revenue Requirement PVRR(d) 

Direct 
Corrected 

Second Supp. 
Delta 

Low Gas, Zero CO2 174 184 9 

Low Gas, Medium CO2 93 127 34 

Low Gas, High CO2 (194) (147) 47 

Medium Gas, Zero CO2 (53) (92) (40) 

Medium Gas, Medium CO2 (137) (167) (30) 

Medium Gas, High CO2 (317) (304) 13 

High Gas, Zero CO2 (341) (448) (107) 

High Gas, Medium CO2 (351) (499) (148) 

High Gas, High CO2 (595) (635) (40) 

 630 

Table 4. Updated net (benefit)/cost results, 20-year analyses ($ millions) 631 

Price-Policy Scenario 

SO Model PVRR(d) 
PaR Stochastic Mean 

PVRR(d) 

PaR Risk-Adjusted 

PVRR(d) 

Direct 
Corrected 

Second Supp. 
Direct 

Corrected 

Second Supp. 
Direct 

Corrected 

Second Supp. 

Low Gas, Zero CO2 121 (185) 77 (150) 74 (156) 

Low Gas, Medium CO2 73 (208) 32 (179) 26 (188) 

Low Gas, High CO2 (84) (370) (133) (337) (147) (355) 

Medium Gas, Zero CO2 (19) (377) (57) (319) (66) (334) 

Medium Gas, Medium CO2 (85) (405) (111) (357) (124) (386) 

Medium Gas, High CO2 (156) (489) (224) (448) (242) (469) 

High Gas, Zero CO2 (304) (699) (260) (568) (280) (596) 

High Gas, Medium CO2 (318) (716) (272) (603) (293) (633) 

High Gas, High CO2 (396) (781) (409) (694) (437) (728) 

 632 

                                                 

61  Note that in the in the “Delta” column, positive numbers indicate an increase in net costs or decrease in net 

benefits to customers; negative numbers indicate an increase in net benefits to customers. 
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 The Company’s 30-year analysis encompassing the full project life of the Wind Projects 633 

shown in Table 3 shows that the values have declined in the three Low Gas scenarios 634 

with the results showing net costs to customers in two of those scenarios. The Company’s 635 

results in the Medium and High Gas scenarios are slightly higher in five of those six 636 

scenarios.   637 

 The Company’s 20-year results are shown in Table 4. The current benefits results are 638 

significantly higher across all nine scenarios than the Company’s 20-year analysis 639 

included in its Direct Testimony. However, due to changes in the 20-year methodology 640 

(which I will discuss later in my testimony), these results are not comparable to the 641 

original results and are included for completeness only. It is important to note that the 20-642 

year methodology now includes a front-loading of PTC benefits, and the apparent 643 

improvement of the economic in the 20-year analysis is not apparent in the 30-year 644 

analysis.  645 

Q. What is your understanding of the sources of the change in the 30-year results? 646 

A. The Delta column in Table 3 shows that estimated benefits under some scenarios have 647 

increased, while others have decreased.  As I previously discussed, there are major 648 

differences in the project that was evaluated in the new analysis, including additional 649 

wind, more transmission capacity, and different project costs.  In addition, since the 650 

Direct Testimony filing, the Company has updated load forecasts, fuel price forecasts, 651 

and tax rate assumptions.  These factors, along with others such as the addition of the 652 
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terminal value benefit that I will discuss in this testimony, combined to impact the results 653 

differently in different price-policy scenarios. 654 

Q. Has the Company provided an explanation for the large improvements in the 20-655 

year results? 656 

A. The Company’s Supplemental and Second Supplemental Testimony does not directly 657 

address why the results for the two analytical periods are so different.  However, based 658 

on the Supplemental Testimony of Rick Link and my review of the Company’s 659 

workpapers, I believe that the factor most critical to the differences in the results is the 660 

Company’s change in treatment of the PTCs. The Company is now including PTC 661 

benefits in the first ten years of Wind Project operation rather than levelized over the life 662 

of the wind turbines. 663 

Q. What do you conclude based on your review of these benefits estimates? 664 

A. These results indicate that since the initial filing, the Company’s analysis shows that it is 665 

less able to provide a high likelihood of benefits to ratepayers.  Combined Projects appear 666 

less likely to provide benefits to customers in the Low Gas scenarios and provide no 667 

meaningful improvement in the Medium and High Gas scenarios.  To be clear, I base my 668 

observations on the Company’s 30-year analysis, as the 20-year analysis as now 669 

presented provides an incomplete and inflated analysis of the project economics and does 670 

not provide a meaningful economic metric to use as a basis for decision-making on the 671 

overall project economics.  672 
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C. Uinta Project Should Be Considered Independent of the Transmission Projects 673 

Q. Please summarize the wind projects included in the Combined Projects identified in 674 

the Company’s Supplemental Testimony. 675 

A. In the final shortlist, the Company selected four projects totaling 1,311 MW of 676 

incremental wind capacity:62 677 

 TB Flats I and II – 500 MW  678 

 Ekola Flats – 250 MW 679 

 Cedar Springs – 400 MW  680 

 Uinta – 161 MW 681 

Q. Do all of these projects require the Transmission Projects for interconnection? 682 

A. No, they do not.  The Uinta project will interconnect in southwest Wyoming, and is not 683 

reliant on the Transmission Projects for interconnection.63  The other three projects 684 

require the Transmission Projects. 685 

Q. Do you agree with the Company’s approach of bundling these projects as the 686 

Combined Projects in the economic evaluation? 687 

A. No, I do not.  Since the Uinta project does not rely on the Transmission Projects, it is not 688 

reasonable to bundle it with the other projects in determining the total net benefits.  The 689 

Combined Projects have been proposed as a group based on the Company’s 690 

                                                 

62 Second Supplemental Direct Testimony of Chad A. Teply, lines 26-''''''. 

63  Supplemental Direct and Rebuttal Testimony of Chad A. Teply, lines 117-125. 
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representation that they are mutually dependent.  As noted by the Company, “[t]he 691 

transmission projects are not economic without the incremental, cost-effective Wind 692 

Projects generating zero-fuel-cost energy and PTCs.”64  693 

 However, the Uinta project is a separate and discrete resource decision from the 694 

Transmission Projects and should be evaluated on a standalone basis.  The benefits, if 695 

any, of the Uinta project do not derive from the Transmission Projects and any Uinta 696 

project benefits should not be used in the economic analysis to justify the Transmission 697 

Projects. 698 

Q. How would removing the Uinta project from the Combined Projects impact the 699 

total benefits of the proposal? 700 

A. The Company has only provided limited analysis evaluating the benefits of the Uinta 701 

project on a standalone basis, and has not provided analysis evaluating the benefits of the 702 

remaining Combined Projects with Uinta removed.  The analysis provided is limited to 703 

one price-policy scenario (Medium Gas, Medium CO2) and was conducted only with the 704 

20-year SO method. This analysis found that the impact of removing the Uinta project 705 

reduced the total benefits of the Combined Projects by '''''''' '''''''''''''''''.65  The Company did 706 

not provide analysis of the Uinta project for the other eight price-policy scenarios or for 707 

the full project life (30-year) analysis.66 708 

                                                 

64  Direct Testimony of Cindy A. Crane, lines 200-205. 

65  RMP’s Response to Data Request DPU 13.10(d). 

66  RMP’s Response to Data Request DPU 15.1. 
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Q. Are you able to estimate the benefits of the Uinta project alone for other methods 709 

and price-policy scenarios? 710 

 Yes, I approximated the net benefits using the Company’s analysis of the Combined 711 

Projects bundle.  The corrected workpapers provided in support of the Link Second 712 

Supplemental Direct Testimony include the costs assigned to each of the wind projects, 713 

along with the bundled benefits of the Combined Projects as a whole.  Using this data, I 714 

estimated the net benefits of the Uinta project using project-specific costs, and a pro rata 715 

share of benefits based on the percentage of total incremental wind generation 716 

contributed by the Uinta project.67  The table below summarizes the results across all 717 

price-policy scenarios for the 30-year analysis. 718 

Table 5. Uinta Project Annual Revenue Requirement PVRR(d) (through 2050) 719 

Price-Policy Scenario 

Combined 

Projects  

(as proposed) 

Uinta Only 

Combined 

Projects  

(without Uinta) 

Low Gas, Zero CO2 184 '''''' '''''''''' 

Low Gas, Medium CO2 127 ''''' '''''' 

Low Gas, High CO2 (147) '''' '''''''''''' 

Medium Gas, Zero CO2 (92) '''''' ''''''''''''' 

Medium Gas, Medium CO2 (167) ''' ''''''''''''' 

Medium Gas, High CO2 (304) ''''''''' ''''''''''''' 

High Gas, Zero CO2 (448) '''''''''' '''''''''''' 

High Gas, Medium CO2 (499) ''''''''' '''''''''''''' 

High Gas, High CO2 (635) ''''''''' '''''''''''''' 

 720 

                                                 

67  My analysis assumes Uinta generation is '''''''''' ''''''''''''''''' of total incremental wind.  Based Link Second 

Supplemental Workpapers: PaR Stochastic Summary P_R17-FSLW-MM _1802091508.xlsm 
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 These results show that in five of the nine price-policy scenarios, the Uinta project does 721 

not deliver net benefits to customers.  It is important to note that this is an approximation 722 

of the net benefits because the Company has not performed the full SO and PaR 723 

modeling analysis with Uinta separated from the other projects.  I recommend that the 724 

Company conduct a full benefits analysis of the Uinta project alone, and a separate 725 

analysis of the remaining elements of the Combined Projects. 726 

Q. What do you conclude regarding the inclusion of the Uinta project in the proposed 727 

Combined Projects? 728 

A. The Uinta project does not rely on the Transmission Project for interconnection, and 729 

should not be included in the Combined Projects which were intended to be mutually 730 

dependent wind and transmission projects.   731 

 Based on my approximate analysis, the Uinta project appears to not produce positive net 732 

benefits for ratepayers in five of the nine price-policy scenarios and does not appear to 733 

provide a high likelihood of ratepayer benefits.  The Company should evaluate the Uinta 734 

project independently and seek separate approval based on the economic benefits of that 735 

project alone. 736 

 737 
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D. Company’s Economic Analysis Includes Speculative Benefits 738 

Q. Please describe the categories of benefits calculated in the Company’s economic 739 

analysis of the Combined Projects. 740 

A. The workpapers provided in support of the Company’s economic benefits analysis 741 

include categorized costs and benefits.  The items that offset the costs of the Combined 742 

Projects include:  743 

 Incremental Transmission Revenues 744 

 Terminal Value Benefit 745 

 PTCs 746 

 System Impacts (reductions to Net Power Costs, CO2 Costs, Other Variable 747 

Costs, and System Fixed Costs)  748 

Q. Do you have concerns with any of the categories? 749 

A. Yes, I do.  I am particularly concerned with the Company’s inclusion of potentially 750 

speculative benefits associated with the terminal value and the incremental transmission 751 

revenue. The terminal value benefit was not included in the Company’s analysis 752 

presented in its Direct Testimony but has been added to its methodology in the 753 

Supplemental and Second Supplemental Direct.  The incremental transmission revenue is 754 

an issue that raised in my Direct Testimony and also discussed in my Surrebuttal 755 

Testimony above. 756 
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Q. How did the Company determine the terminal value benefit in the analysis 757 

presented in its Supplemental and Second Supplemental Direct Testimony? 758 

A. The Company argues that after a wind project reaches the end of its useful life and is 759 

decommissioned, the remaining site still contains the roads and infrastructure needed for 760 

a wind project (unless this infrastructure was also decommissioned).  Therefore, if a new 761 

project was developed on the site, it could theoretically be less expensive than developing 762 

a new “greenfield” site.  The terminal value represents the Company’s estimate of the 763 

capital investment that could be saved if the (non-PPA) Wind Projects are redeveloped at 764 

the end of their useful life.68  The components of the terminal value include development 765 

rights, transmission assets, and non-transmission infrastructure such as roads.69 766 

Q. What is the magnitude of the terminal value benefit? 767 

A. The Company has assumed that the total terminal value of the sites is ''''''''''''' ''''''''''''''' in 768 

2050.  Discounted back to 2016 dollars, this represents a ''''''''' ''''''''''''''' PVRR benefit.70  769 

This value is consistent across all price-policy scenarios.  In the Medium Gas, Medium 770 

                                                 

68  Supplemental Direct and Rebuttal Testimony of Rick T. Link, lines 401-415. 

69  RMP’s Response to Data Request DPU 13.20(a). 

70  Link Second Supplemental Direct Workpapers (corrected). EV2020 Second Supp Results Summary File - VOM 

adjusted CONF.xlsx. 
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CO2 scenario, this benefit alone represents '''''''''' '''''''''''''''''' of the net benefits of the 771 

Combined Projects. 772 

Q. What are your concerns with the terminal value benefit? 773 

A. First, this terminal value is newly introduced in the Supplemental Direct filing and 774 

retained in the Second Supplemental Direct filing.  This benefit was not included in the 775 

original Direct Testimony filing and represents a change in methodology which yields 776 

additional benefit value of the projects.71 777 

 Second, this benefit is highly speculative.  There is no reason to believe at this time that 778 

redeveloping those sites would even be permitted in 2050, and no certainty that installing 779 

a new wind project would be the most prudent resource decision at that time.  If either of 780 

these conditions are not present in 2050, the terminal value benefit would be zero. 781 

 Given the high percentage of net benefits that are attributable to this terminal benefit 782 

value, the inclusion of this speculative benefit represents a considerable risk that, 783 

depending on the price-policy scenario, estimated net benefits could be reduced or net 784 

costs to customers could increase. 785 

Q. How did the Company determine the transmission revenue value? 786 

A. The incremental transmission revenue value represents the portion of the Transmission 787 

Projects that will be paid for by third-party transmission customers under PacifiCorp’s 788 

Open Access Transmission Tariff (OATT).  As I have discussed in the Surrebuttal section 789 

of my testimony, the Company has assumed in its analysis that 12 percent of the costs of 790 

                                                 

71  RMP’s Response to Data Request DPU 13.20(e). 
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the Transmission projects will be paid for by third-party customers, and has removed this 791 

percentage from the costs of the transmission projects.  The Company used 12 percent 792 

because it is the current level of the Annual Transmission Revenue Requirement (ATRR) 793 

that is funded by OATT customers. Essentially, this adjustment assumes that there will be 794 

third party transmission customers that will support 12 percent of the Transmission 795 

Projects over their useful life.  796 

Q. What are your concerns with this approach? 797 

A. The Company has acknowledged that the portion of the ATRR that is funded by OATT 798 

customers fluctuates year-to-year, and that in recent years it has been as low as 10 percent 799 

and as high as 13 percent.72 800 

 Using the 12 percent assumptions, the total NPV of the transmission revenue is '''''''''' 801 

'''''''''''''''', which is ''''''' '''''''''''''''' of the total net benefits in the Medium Gas, Medium CO2 802 

price-policy scenario. 803 

 The assumed 12 percent contribution from third party transmission customers is not 804 

supported by any commitments or analysis and, therefore, represents a risk to ratepayers.  805 

If the actual portion was only 10 percent over the entire study period, it would reduce the 806 

net benefits under each price-policy scenario by '''''''' '''''''''''''''' in the 30-year analysis.  807 

Given the low amount of net benefits in several of the price policy scenarios, even a 808 

modest reduction in benefits of this size can impact whether the Combined Projects 809 

deliver net benefits or impose a net cost on customers. 810 

                                                 

72  RMP’s Response to Data Request OCS 2.1. 
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Q. What is the relative magnitude of these assumed benefits? 811 

A. Together, the terminal value and transmission revenue benefits represent a significant 812 

portion of the total net benefits of most price-policy scenarios. In addition to these two values, 813 

the Company has also omitted the portion of the cost of the transmission that will be recovered 814 

after 2050, as I discussed in the Surrebuttal portion of my testimony. 815 

 Absent these assumed benefits and including the full cost of the Transmission Projects, 816 

four of the nine price-policy scenarios are negative (net cost to ratepayers) and one other 817 

has very limited positive benefits (Table 6). 818 

Table 6. Adjusted net (benefit)/cost results, 30-year analysis ($ millions) 819 

Price-Policy Scenario 
Company's 

Filing 

Terminal 

Value 

Transmission 

Revenue 

Transmission 

Cost 2051-2082 

Revised Total Net 

(Benefit)/Cost 

Low Gas, Zero CO2 184  ''''''''' '''''''''' ''''''  ''''''''  

Low Gas, Medium CO2 127  ''''''''' '''''''''' '''''  '''''''''  

Low Gas, High CO2 (147) ''''''''''' '''''''''' ''''''  '''  

Medium Gas, Zero CO2 (92) ''''''''' ''''''''' ''''''  '''''  

Medium Gas, Medium CO2 (167) '''''''''' ''''''''''' ''''''  '''''''''' 

Medium Gas, High CO2 (304) '''''''''' ''''''''' ''''''  '''''''''''' 

High Gas, Zero CO2 (448) ''''''''' ''''''''''' ''''''  ''''''''''' 

High Gas, Medium CO2 (499) ''''''''' ''''''''' ''''''  '''''''''''' 

High Gas, High CO2 (635) ''''''''' '''''''''' ''''''  ''''''''''' 

 820 

 These two benefits, and the omission of certain transmission costs, have a material 821 

impact on the benefits asserted by the Company, benefits components which are 822 

speculative and highly uncertain. 823 

 824 
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E. RMP’s Economic Analysis Remains Flawed 825 

Q. Please describe your concerns with the economic modeling methodology. 826 

A. In my prior testimony, I have raised several issues related to the methodology used by the 827 

Company to model the economic benefits of the Combined Projects.  These issues 828 

remain, and there are additional issues related to changes in methodology by the 829 

Company. 830 

 Specifically, I have previously offered the following critiques: 831 

 The study period for the 30-year analysis includes the full life of the wind 832 

projects, accounting for all costs and benefits, but only half of the 62-year cost 833 

recovery period for the transmission assets.73 This means that the net benefits 834 

calculations include all quantified benefits, but do not include all known and 835 

quantified project costs, thus overstating benefits.  The Company’s analysis 836 

continues to include only the first 30 years of cost recovery of the Transmission 837 

Project, so my original concern is still valid. 838 

 The method used by the company to determine benefits in the years after 2037 839 

relies on an extrapolation method, rather than model the projects through the 840 

entire study period.74  841 

                                                 

73  See Direct Testimony of Daniel Peaco, lines 365-379. 

74  Id. at lines 380-389. 
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Q. Do you have any new concerns with the Company’s methodology? 842 

A. Yes.  The Company’s updated analysis included a modification to its methodology in the 843 

treatment of PTCs in the 20-year analysis.  The change in methodology provides a 844 

distorted assessment of potential benefits of the Combined Projects. 845 

Q. Please explain the Company’s change in treatment of the PTCs. 846 

A. The Company had originally incorporated the benefit of the PTCs on a levelized basis in 847 

the 20-year analyses.  In the Supplemental Analysis, the Company applied the PTCs on a 848 

nominal basis.  According to the Company, this approach “better reflects how the federal 849 

PTC benefits for these bids will flow through to customers…”75 The practical effect of 850 

the change is that more of the benefits are front-loaded in the early years of the project, 851 

but the wind project costs are still spread out though the 30-year life of the assets. 852 

Q. Do you have a view as to whether or not the change in treatment is appropriate? 853 

A. Given that the assets being proposed in the Application are long-term investments, and 854 

the fact that the costs of the project are incorporated on a levelized basis,76 I believe it is 855 

more appropriate to use a levelized PTC benefit.  The method used by the Company 856 

results in substantially higher benefits levels in the 20-year analysis than in the long-term 857 

analysis.  This provides a distorted estimate of the project benefits, and makes the 20-year 858 

analysis an even worse indicator of the net impacts of the proposed long-term investment. 859 

 860 

                                                 

75  Supplemental and Direct Testimony of Rick T. Link, lines 537-547. 

76  Id. at lines 548-558. 
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F. RMP’s Analysis Does Not Support Its Resource Need-Based Claims  861 

Q. Please summarize the Company’s claim that the Combined Projects address a 862 

specific resource need. 863 

A. As I previously discussed in the Surrebuttal portion of my testimony, the Company, in its 864 

Supplemental Testimony, has changed its position on the need for the Combined Projects.  865 

The Company now claims that, rather than an economic opportunity, the projects are 866 

needed to fulfill short- and long-term resource needs and that the Combined Projects are 867 

the least-cost and least-risk resources to meet the need.  In my Surrebuttal Testimony 868 

above, I have explained my view that the Company has not supported this change in 869 

justification for the proposal. 870 

Q. In addition to the objections you have raised regarding their claims of resource 871 

need, do you have any concerns with the Company’s claim that the Combined 872 

Projects fulfill a resource need in a least-cost, least-risk manner? 873 

A. Yes, I do.  Even if the Company had provided sufficient support for the claimed resource 874 

need, they have not demonstrated how the selection of the Combined Projects ensure that 875 

the least-cost, least-risk resources were selected to meet the resource need. 876 

 Specifically, the Company’s Application contains the following related flaws: 877 

 The RFP was initially structured to limit the resources eligible to offer bids, 878 

preventing potentially lower cost resources from offering capacity to meet the 879 

claimed need. 880 
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 The Company’s evaluation of the wind projects in the RFP did not appropriately 881 

consider the cost of the Transmission Projects. 882 

 The Company’s own analysis shows that '''''''''''' ''''''''' solar options are available to 883 

meet the claimed resource need ''''''''' ''''''''''''''' ''''''''''''' '''''''''''''''' ''''' '''''''''''''''''''''. 884 

 '''''''''''' ''''''''''' options that could potentially yield more benefits for ratepayers were 885 

not selected in the RFP. 886 

 The Company has not sufficiently evaluated lower cost transmission options. 887 

Q. Please explain your concern regarding the limitations on resources sought in the 888 

RFP. 889 

A. The structure of the Company’s RFP, as initially proposed, did not support the goal of 890 

meeting a capacity resource need, as the Company now claims.  As originally structured, 891 

the RFP only solicited wind resources in Wyoming, excluding potentially lower cost 892 

wind resources in other states, excluding solar resources, and excluding other 893 

technologies, such as natural-gas generators, that could provide lower-cost resource 894 

capacity.   895 

 Upon request from the Independent Evaluator (IE), the Company ultimately broadened 896 

the RFP to allow wind resources outside of Wyoming,77 and issued a second RFP for 897 

solar resources based on the Commission’s suggested modification to the Wind RFP.78   898 

                                                 

77  Docket 17-035-23, Commission Order Approving RFP with Suggested Modification (September 22, 2017), p. 

7. 

78  See Id. at pp. 8-9, 12. 
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 The structure of the RFP, as originally proposed by the Company, was clearly intended to 899 

solicit only Wyoming wind projects that would support the construction of the 900 

Transmission Projects, and not intended to identify the least cost resources to meet the 901 

claimed resource need. If it was the Company’s intent to meet a need for capacity in its 902 

system at least cost, an RFP narrowly targeted to only wind resources in a specific 903 

location or even the somewhat broader solicitation of wind projects included in the final 904 

RFP is not consistent with seeking resources to meet a capacity need in its system at-905 

large at least cost.  An all-source RFP would have been much more consistent with the 906 

need-based argument Mr. Link has advanced in his testimony. To be clear, the resource 907 

need that Mr. Link asserts is for capacity in the system to meet reserve margins, not a 908 

need specific to eastern Wyoming.79 909 

Q. Do you have any additional concerns regarding the structure of the RFP analysis? 910 

A. Yes, I do.  The Company’s evaluation of the wind bids in the RFP did not appropriately 911 

consider the cost of Segment D.2. This line is needed to interconnect the wind projects in 912 

eastern Wyoming, and as I have previously discussed, is not needed otherwise.  However, 913 

in evaluating the costs and benefits of the bids, the Company did not assign any portion 914 

of the costs of this line to the wind projects driving the need for its construction.80  This 915 

approach understates the costs of the RFP projects in eastern Wyoming, and does not 916 

create an evaluation structure in which the lowest cost resources are identified. 917 

                                                 

79  Supplemental Direct and Rebuttal Testimony of Rick T. Link, lines 885-897. 

80  RMP’s Response to Data Request DPU 13.10(c). 
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 By ignoring the cost of the transmission line needed to interconnect the wind projects in 918 

eastern Wyoming, the evaluation of the bids was not structured to identify the least cost 919 

resources to meet the claimed resource need. 920 

Q. What information did the Company provide on the results of the solar RFP? 921 

A. The solar RFP is ongoing, and bidders have submitted best-and-final pricing.81  The 922 

Company evaluated a portfolio of bids from the solar RFP using the updated pricing and 923 

presented the results of this evaluation in Mr. Link’s Second Supplemental Direct 924 

Testimony.82 Mr. Link concludes that, compared to the Combined Projects, the portfolios 925 

consisting only of solar resources produce fewer benefits to customers than the Combined 926 

Projects.83 927 

Q. Do you agree with Mr. Link’s conclusions? 928 

A. No, I do not.  First, Mr. Link’s conclusions are based only on a review of the 20-year 929 

analyses.  Based on the corrected workpapers provided on February 23, 2018, the 30-year 930 

analysis shows that over the long-term, the portfolios of solar resources ''''''''''''''''' ''''''' 931 

'''''''''''''' ''''''''''' ''''''' '''''''''''''''''''''''' ''''''''''''''''''.  Table 7 below compares the 30-year results for the 932 

Low Gas, Zero CO2 and Medium Gas, Medium CO2 scenarios (the Company did not 933 

conduct the sensitivity for other scenarios). 934 

                                                 

81  Second Supplemental Direct Testimony of Rick T. Link, lines 405-408. 

82  Id. at lines 404-448. 

83  Id. at lines 439-446. 
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Table 7. Solar sensitivity results, 30-year analysis84 935 

Price-Policy Scenario 
Annual Revenue Requirement PVRR(d) 

Combined Projects Solar Sensitivity Delta 

Low Gas, Zero CO2 184  '''''''''''' '''''''''''' 

Medium Gas, Medium CO2 (167) '''''''''''' ''''''''''''' 

 936 

 In addition, Mr. Link’s limited presentation of results only considers net benefits of the 937 

alternatives.  The solar resource portfolios are ''''''''''''' '''''''''''' '''''''''' than the Combined 938 

projects.  The NPV of the capital recovery for the solar portfolio in the Medium Gas, 939 

Medium CO2 scenario is approximately ''''''' ''''''''''''''' and only '''''''''''' '''''''''''''''' for the 940 

portfolio in the Low Gas, Zero CO2 scenario, while the same metric for the Combined 941 

Projects is ''''''''' ''''''''''''''', including the net effect of the PTCs.   942 

 Therefore, even if the solar portfolios yield lower total benefits in most of the 20-year 943 

analyses'' '''''''''' ''''''''' ''''''''''' ''''''''''''' '''''''''''' '''''''''''' ''''''''' ''''''''''''''''' ''''''''' '''''''' '''' '''''''''''''''''''''''  '''''''''' 944 

'''''''''''''''''' '''''''''''''''' ''''' '''''''''''''''''''''' ''''''''''''' ''''''''''''''''''''''''''''' ''''''' '''''''''''''''' ''''''''''''''''''' '''''''''''''' ''''''' 945 

''''''''''''''''''' ''''' '''''''''''' ''''''' '''''''''''''''''''''''''''''' '''''''''''''''' ''''''''''' '''''''' '''''''''''''''''''''' '''''''''''''''''' '''''''' ''''''''''' 946 

''''''''''''''''''''' ''''' '''''''''''''''''''''' ''''''''''''''''''''''''''''' ''''''''''''''''' ''''' ''''' ''' ''''''''''''''''''''''''''' '''''''''''''''''''''''''' ''''''''''''''''. 947 

                                                 

84  Source: EV2020 Second Supp Results Summary File - VOM adjusted CONF.xlsx. 
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Q. Please describe your concern with the '''''''' '''''''' options that could yield more 948 

benefits. 949 

A. Mr. Link describes a sensitivity analysis requested by the Utah and Oregon IEs, in which 950 

the Company evaluated a scenario where ''''''' ''''''''' ''''''''' '''''''''' '''''''''''''''' '''''' '''''''' '''''''''''' '''''''''''''''' 951 

'''''''''''''''' '''''''' '''''''''''''''' ''''' ''' ''''''''''' ''''''''''''' '''''''''' ''''''''' ''''''''' ''''''''''.85 952 

 Mr. Link concludes that this scenario does not yield preferable results.86  However, once 953 

again, Mr. Link is only selectively reporting modeling results. Based on the corrected 954 

workpapers provided on February 23, 2018, the 30-year analysis shows that over the 955 

long-term, the IE sensitivity yields results ''''''''''''' ''''''''' ''''''' ''''''''''''''''''''''''' ''''''''''''''''''''' '''''''''''' 956 

'''''''''''''''''' in net benefits in the Medium Gas, Medium CO2 scenario, versus $167 million 957 

for the Combined Projects as proposed.  ''''''''' '''''''''' '''''''''''''''''''''''''' '''' '''''''''''''''''''' '''''' '''''''' 958 

''''''''''''''''''''''''' ''''''''''''''''''' '''' ''''' ''' ''''''''''''''''''''''''''' '''''''''''''''''''''''' ''''''''''''''''''''''''''' 959 

Q. Has the Company conducted sufficient evaluation of transmission alternatives to 960 

demonstrate that this is the least-cost, least-risk solution to a resource need? 961 

A. No, they have not.  Of particular note is the fact that the Company has not provided any 962 

evidence that it has sufficiently evaluated alternatives to the Transmission Projects, such 963 

as 345 kV or 230 kV transmission upgrades. 964 

 The Company has explicitly stated that it did not evaluate a 345 kV solution, noting that 965 

“[a]s the D.2 Project (Bridger/Anticline – Aeolus) is a sub-segment of the Energy 966 

                                                 

85  Second Supplemental Direct Testimony of Rick T. Link, lines 218-234. 

86  Id. at lines 226-229. 
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Gateway masterplan, which calls for 500 kV transmission to be constructed west and 967 

south of Aeolus substation, no 345 kV alternatives were considered.”87 968 

 The Company did perform a separate analysis on whether it could retire the Dave 969 

Johnston coal plant early and integrate 1,169 MW of incremental wind generation using 970 

only new 230 kV transmission facilities and upgrades.88  The study concluded that 971 

230 kV upgrades could be used to reliably integrate the incremental wind, but the 972 

Company has not evaluated the economic benefits of such a solution. 973 

Q. Has the Company conducted sufficient evaluation of alternatives to a wind and 974 

transmission solution in eastern Wyoming to demonstrate that this is the least-cost, 975 

least-risk solution to a resource need? 976 

A. No, they have not.  I have described several alternatives that the Company should be 977 

pursuing if the Company was truly seeking a least-cost, least-risk solution to a defined 978 

resource need.  However, as I also discussed, the Company has not justified its new claim 979 

that the proposed Combined Projects are intended to address a defined resource need. 980 

 981 

                                                 

87  RMP’s Response to Data Request DPU 10.20. 

88  Attachment to RMP’s Response to Data Request DPU 11.18. 
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G. RMP Has Not Demonstrated That the Transmission Projects Can Reliably Integrate 982 

the Wind Projects into The System 983 

Q. What transmission studies has the Company provided to demonstrate the ability of 984 

the Transmission Project to integrate the Wind Projects? 985 

A. The Company submitted copies of the most recent System Impact Studies89 (SIS) in the 986 

Second Supplemental Testimony and the Aeolus West Transmission Path Transfer 987 

Capability Assessment90 (“Transfer Capability Assessment”) in responses to data 988 

requests subsequent to the submission of the Supplemental Direct and Second 989 

Supplemental Direct testimonies.  The SIS for each of the Wind Projects (except Ekola 990 

Flats) were completed in February 2018 as part of a restudy process described in the 991 

Company’s Second Supplemental Direct Testimony.  The Transfer Capability 992 

Assessment was provided on March 30, 2018 and is a revision of a preliminary transfer 993 

capability study provided in October 2017 (“October 2017 Study”).91 994 

Q. Are there any major differences in the Transfer Capability Assessment from the 995 

October 2017 Study you reviewed and discussed in your Direct Testimony? 996 

A. Yes. There are several significant changes in the Transfer Capability Assessment in 997 

comparison to the October 2017 Study. Some of the major changes consist of: 998 

                                                 

89  Second Supplemental Direct Testimony of Rick A. Vail, Exhibit RMP___(RAV-2SS), Exhibit RMP___(RAV-

3SS), Exhibit RMP___(RAV-4SS) and Exhibit RMP___(RAV-5SS). 

90  Attachment to RMP’s First Supplemental Response to Data Request DPU 21.1, Aeolus West Transmission Path 

Transfer Capability Assessment (March 30, 2018). 

91  Attachment RMP’s Response to Data Request OCS 8.1, Aeolus West Transmission Path Transfer Capability 

Assessment (October 2017). 
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 A new configuration of the Wind Projects; 999 

 Changes to study assumptions with respect to composition of Segment D.2 1000 

Project; and 1001 

 Changes to existing generation composition and dispatch. 1002 

Q. Do the above studies demonstrate that the Transmission Project is sufficient to 1003 

integrate the shortlisted Wind Projects? 1004 

A. No. The new studies do not demonstrate that the Transmission Projects, consisting of the 1005 

D.2 Project along with network upgrades to support new wind generation resources, is 1006 

sufficient to reliably integrate the shortlisted Wind Projects.  1007 

Q. Please explain why the currently proposed Transmission Project is insufficient to 1008 

integrate the shortlisted Wind Projects? 1009 

A. The new studies do not provide all required information necessary to demonstrate that the 1010 

Company can successfully integrate the shortlisted Wind Projects. 1011 

 The Transfer Capability Assessment includes a power flow analysis and a dynamic 1012 

stability analysis. The power flow analysis assesses the maximum transfer capability of a 1013 

transmission path and identifies the corrective measures necessary to achieve this transfer 1014 

capability. The dynamic stability analysis evaluates the response of the system to critical 1015 

disturbances.  1016 



  Docket No. 17-035-40 

DPU Confidential Exhibit 2.0 R-SUP, 2.0 SR 

Daniel Peaco  

April 17, 2018 

Page 58 

 

 The Transfer Capability Assessment refers to the power flow analysis as “preliminary,”92 1017 

indicating that additional studies are to be performed to finalize the transfer capability of 1018 

the Aeolus West path with the addition of the Transmission Project. 1019 

 In addition, the Transfer Capability Assessment also found that for some critical system 1020 

disturbances in eastern Wyoming, the study showed “poor” voltage performance and 1021 

“unacceptable” oscillations. The Company has stated that the drivers for these concerns 1022 

are the wind turbine models used for some of the shortlisted Wind Projects.93  1023 

The Company has stated that it is communicating with the wind turbine manufacturer to 1024 

attempt to resolve the issue, but at this time there is no completed analysis that 1025 

demonstrates acceptable system performance for the outages tested. 1026 

 If the Company’s discussions with the manufacturer results in changes to the wind 1027 

turbine models, this could modify the transfer capability of the Aeolus West path and 1028 

increases the possibility that revisions to the SIS for each of these shortlisted Wind 1029 

Projects will be necessary, as well (specifically Ekola Flats I Q0706, TB Flats I Q0707 1030 

and TB Flats II Q0708). The restudy process could potentially lead to additional network 1031 

upgrades beyond those currently included in the Transmission Projects. Due to the poor 1032 

results to date and the uncertainties remaining, the currently proposed Transmission 1033 

Projects and the studies performed by the Company are incomplete and do not 1034 

                                                 

92  Attachment to RMP’s First Supplemental Response to Data Request DPU 21.1, Aeolus West Transmission Path 

Transfer Capability Assessment (March 30, 2018), p. 3. 

93  The “wind turbine models” referenced in this section refer to the representation of the wind generating units in 

the dynamic stability analysis.  Each wind turbine model has unique manufacturer-specific turbine, governor 

and generator characteristics and its dynamic response to system disturbances varies from other manufacturers’ 

models. The Company appears to believe that the “poor” and “unacceptable” results are due to the deficiencies 

in wind turbine models used in the dynamic stability analysis. 
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demonstrate that the currently proposed Transmission Projects are sufficient to reliably 1035 

interconnect the shortlisted Wind Projects. 1036 

Q. Are the assumptions in the most recent transfer capability assessment consistent 1037 

with the previous versions of this study? 1038 

A. No. Certain study assumptions with respect to the composition of the D.2 Project have 1039 

been modified in the Transfer Capability Assessment. Additionally, with respect to 1040 

generation composition, the Wyodak and Dave Johnston generation levels were not 1041 

consistent with the October 2017 Study. Additional generation from northern Wyoming 1042 

was considered for dispatch in the new study relative to the assumptions in the October 1043 

2017 Study. The transfers between PACE and Montana regions also show differences 1044 

from the October 2017 Study. 1045 

Q. What were the changes in the composition of the D.2 Project included in the most 1046 

recent transmission planning studies? 1047 

A. The D.2 project consists of 18 individual system improvements.94 There were several 1048 

changes assumed in the new study: 1049 

 The Aeolus 230 kV shunt reactor was modified by increasing the assumed size 1050 

from 50 MVAR to 60 MVAR.  1051 

 A new 60 MVAR shunt reactor was assumed to be added to Shirley Basin 230 1052 

kV. 1053 

                                                 

94  Attachment to RMP’s First Supplemental Response to Data Request DPU 21.1, Aeolus West Transmission Path 

Transfer Capability Assessment (March 30, 2018), p. 4. 
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 The Aeolus-Shirley Basin 230 kV #1 and #2 lines were assumed to be 1054 

reconductored using 2x1557 ACSS/TW instead of the previously assumed 1055 

ACSR/TW conductor.  1056 

 With respect to dynamic reactive device at Latham substation, the Company has 1057 

indicated that it “identified two possible solutions (SVC vs. STATCOM) for the dynamic 1058 

voltage controller at Latham” and that “SVC sizing studies will be redone in the near 1059 

future.”95 The Transfer Capability Assessment did not indicate a specific solution or a 1060 

size for the dynamic Latham reactive device, indicating that the Latham solution has not 1061 

been resolved at this time. 1062 

Q. Has the Company provided any documentation of the reasons for these changes and 1063 

additions to the D.2 components in the study? 1064 

A. No, it has not. 1065 

Q. Is there a significance to these study assumption changes with respect to the transfer 1066 

capability of the Aeolus West path? 1067 

A. Yes. These changes are significant enough to affect the Aeolus West path transfer 1068 

capability. The updates to the D.2 Project composition provide addition reactive support 1069 

to the region. Additionally, by adjusting existing generation composition, the Company 1070 

readjusted thermal unit generation on the constrained side of the interface, thereby 1071 

essentially freeing-up transfer capability on the Aeolus West path. If the system can be 1072 

operated reliably with the thermal units operating at these low levels, it is not clear why 1073 

                                                 

95  RMP’s Response to Data Request DPU 14.6(c). 
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the Company used different assumptions in prior versions of the transfer capability 1074 

analysis. 1075 

Q. How do these changes in assumptions present potential risk to customers? 1076 

A. The new components added to the Transmission Projects in the new studies will certainly 1077 

add cost to the project that has not previously been considered, as these components were 1078 

not identified in Mr. Vail’s testimony.96 The other component changes that may be 1079 

needed could potentially add costs to those already identified by the Company. Also, 1080 

once the Company makes its final determination of the specific type and size of dynamic 1081 

device to be installed at Latham, the network upgrade costs could potentially increase 1082 

over the previously assumed costs. At this point, the Company has not provided any 1083 

revised cost estimates for the additional D.2 components included in these new studies. 1084 

 In addition, the change in assumed transmission components could present additional risk 1085 

to ratepayers if the change pushes the commercial operation date of the Combined 1086 

Projects to be delayed beyond December 2020. 1087 

Q. Do you have concerns with the transfer capability assessment methodology?  1088 

A. Yes. A transfer capability study should include all valid/active interconnection queue 1089 

projects that would be in-service by the start of the study period. This was distinctly not 1090 

observed in the transfer capability studies performed by the Company for the 1091 

Transmission Project.  1092 

                                                 

96  Supplemental Direct and Rebuttal Testimony of Rick A. Vail, lines 58 – 81. 
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 The October 2017 Study considered projects with queue positions Q0409, Q0706, 1093 

Q0707, Q0708 and Q0863 to be in-service while the March 30, 2018 study considered 1094 

projects with queue positions Q0542, Q0706, Q0707, Q0708, Q0712, Q0715 and Q0810.  1095 

 This inconsistent treatment of queue projects is concerning. 1096 

Q. Please identify the changes to the generating facility additions in the Transfer 1097 

Capability Assessment? 1098 

A. Relative to the October 2017 Study, the new studies added Bowler Falls Q0542, Ekola 1099 

Flats Q0706, Uinta I Q0715 and Uinta II Q0810 and removed Boswell Q0409 and 1100 

McFadden II ''''''''''''''''. 1101 

 The Bowler Falls Q0542 and Boswell Q0409 are both qualifying facilities (QFs), and the 1102 

generation from these resources does not contribute to the benefits of the Combined 1103 

Projects. 1104 

Q. Did the replacement of Q0409 with Q0542 impact the Aeolus West transfer 1105 

capability? 1106 

A. Yes. Q0409 is electrically very close to the Aeolus West path as well as the highly 1107 

congested Platte-Latham 230 kV transmission element. Q0542 is geographically located 1108 

farther north, and is electrically more removed from the area with the most congested 1109 

system elements. This difference in electrical location is significant in the calculation of 1110 

the transfer capability of the Aeolus West path, because the generation from Q0542 will 1111 

be distributed across more lines. ''''''''' '''''''''''''''''''''' ''''''''' '''''''''''''''''''''''''' ''''''''' ''''''''''''''''' ''''''''''''''''''''''''' 1112 
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'''''''' '''''' ''''''''''''''''''''''''''.97 By removing Q0409 from a location close to congestion and 1113 

replacing this with Q0542 in northern Wyoming, the Company was able to demonstrate 1114 

an increase in transfer capability on the Aeolus West path and integrate additional wind 1115 

capacity as part of the Combined Projects. 1116 

Q. What was the reason provided by the Company behind the replacement of Q0409 1117 

with Q0542? 1118 

A. The Company indicated that Q0409 project ''''''''''' ''''' ''''''''''''''''''''' '''''''''''''''''''''''''''''''''''''' 1119 

''''''''''''''''''''''''' '''''''''' ''''''''''''''''' ''''''' '''''''''''''''''' '''' ''''''' ''''''''''''''''''' '''''''''''' ''''''''' ''''''' ''''''''''''''''''' ''''''''''''' 1120 

''''''''''''''''''''' '''''''''''''' ''''''' ''''''''''''''''''''' ''''''''''''''''' ''''''''''''''' 98 ''''''''''''''''''' '''''''''''''''' ''''' ''''''''''''''''''''' 1121 

'''''''''''''''''''''''''''''''''' ''''''''''''''''''''''''' '''''''' ''' ''''''''''''''''''''''''''' ''''''''''''' '''''''''''''''''''''' '''''''' ''''''''' '''''''''''''''''''' '''''''' 1122 

''''''''''''''''''' '''''' ''''''''' '''''''''''''' '''''''''''''' ''''' ''''''' '''''''' ''''''''' '''''' '''''''''''''''''''''' ''''''''''''' '''''''' '''''''''''''''''''''''''''''''' 1123 

''''''''''''''''' '''''''''''' ''''''''''''''''''''' '''' ''''''' '''''''''''''''''  1124 

Q. Are there any projects in the shortlisted Wind Projects that have an executed 1125 

interconnection agreement with dependencies on Gateway West and Gateway South 1126 

projects, ''''''''''' '''' ''''''''''? 1127 

A. Yes. Ekola Flats Q0706 has an executed interconnection agreement and requires the 1128 

addition of the Gateway West and Gateway South projects, which the Company claims 1129 

are currently planned for 2024. This means that the Ekola Flats Q0706 ''''''''''''''''' '''''''' '''''''' 1130 

'''''''''''' '''''''''''''''''''''''''''''''' '''''''''''''''''''''''''''''''' ''''' ''''''''''''''''' ''''''' ''' ''''''''' ''''''''''''''''''''' ''''' ''''''' '''''''''''''. 1131 

                                                 

97  RMP’s Response to Data Request DPU 25.2(b). 

98  RMP’s Response to Data Request DPU 25.2(a). 
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Q. Do you have concerns with the selection of Q0706 '''''' ''''''''''''' '''' '''''''''' '''''''' ''''' 1132 

'''''''''''''''' ''''''''' '''''''''''''' '''''''' '''''' ''''''''''''''''' '''''''''''' '''''''' ''''''''''''''''''''''' 1133 

'''''''''''''? 1134 

A. ''''''''''' '''''''' ''''''''''''''''''''''''''' ''''''''' ''''''''''''''''''''' ''''''''''''''''''''' ''''' '''''''''''''''' ''''' '''''''''''''''''''''''' ''''' '''''''''''''''''''' '''''' 1135 

'''''''''''''' '''' '''''''''''''''''''''''''  1136 

 The Company indicated that it had decided not to reassess the SIS for Q0706 assuming 1137 

unavailability of Gateway South project and acceleration of the D.2 segment of Gateway 1138 

West.99 The Company instead decided to update the interconnection agreement for 1139 

Q0706 '''''''' '''''''''''''''''''' ''''''' '''''''''''' ''''''' ''''''' ''''''''''''''''''' ''''''''''''' ''''''''''''''''''' ''''''''''''''' '''''''' ''''''''''''''' '''''''''''''''' 1140 

'''''''''''''' ''''' ''''''''''''''''''' '''''''' '''''''''''''''''''''' '''''''''''' '''''''''' ''''''''''''''''''''' ''''''''''''''''''' ''''''''''''''''''''' ''''''''''''''''''''''''''''''''' 1141 

''''''''''''''''''''''' '''''''' ''''''''''''''''''''''' '''''''' '''''''''''' '''''' ''''''' ''''''''''''''''''''' '''''''''''''' ''''''''''''''' '''''''''''''''' '''''''''''''''' 1142 

'''''''''''''''' '''''''''' ''''''''''''''' ''''' '''''' '''''''''''''''''''''''''''''''' '''''''''' ''''' ''''''' ''''''''''''''''''''''''' ''''''' '''''''''''' '''''''''''''''''' 1143 

''''''''''''''''''' '''''''' '''''''''''''''''''' '''' '''''''' '''''''''''''''''' ''''''''''''''''''''''''''''''''''''''' 1144 

Q. Has the Company applied consistent treatment to queue position projects in the new 1145 

studies? 1146 

A. No, it is not evident that it has. It is not clear why Q0409 was included in the October 1147 

2017 Study and not included in the new studies and, similarly, why Q0542 was omitted 1148 

in the October 2017 Study and added in the new studies. These changes materially 1149 

improve the transfer capability results in the new studies. The inclusion of Uinta projects 1150 

(Q0715 and Q0863 projects) further decreased the stress on the Aeolus West path, 1151 

                                                 

99  RMP’s Response to Data Request DPU 22.13. 
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thereby further increasing its transfer capability. Based on these findings, I do not agree 1152 

that the Company has been consistent in selection of the generating facilities in the 1153 

Transfer Capability Assessment and the shortlisted Wind Projects. 1154 

Q. Do the SIS for all shortlisted Wind Projects demonstrate the projects’ ability to fully 1155 

deliver power to the network load? 1156 

A. No. The SIS for TB Flats I Q0707, TB Flats II Q0708 and Cedar Springs Q0712 state 1157 

that, in addition to the identified network upgrades for each of these projects, completion 1158 

of additional Energy Gateway projects and other system improvements would also be 1159 

required to ensure 100 percent deliverability of the wind energy. Inability to deliver 100 1160 

percent of wind energy from the shortlisted Wind projects could lead to potential 1161 

curtailment of their outputs. 1162 

Q. Is the Company intending to perform addition studies to determine the extent of 1163 

additional upgrades to ensure 100 percent deliverability to network load for the 1164 

three queue projects listed above? 1165 

A. No. The Company has stated that it “plans to use its network transmission service rights 1166 

to deliver” these projects’ power to network load.100  Essentially, the Company intends to 1167 

redispatch its non-wind resources to enable full delivery of the wind energy.  1168 

                                                 

100  RMP’s Response to Data Request OCS 12.4(e). 
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Q. Can the Company assure 100 percent deliverability for the above-listed queue 1169 

projects (TB Flats I and II and Cedar Springs) to network load using its network 1170 

transmission service rights? 1171 

A. No. There is no guarantee that the Company would be able to dispatch other resources in 1172 

the region to maintain 100 percent deliverability from these three shortlisted queue 1173 

projects. In the absence of a deliverability assessment and any upgrades associated with 1174 

full deliverability, this would be real-time operational decision by the Company. 1175 

Q. Does this deliverability issue pose a risk to ratepayers? 1176 

A. Yes.  If the Company cannot fully deliver the wind energy and curtailment is required, 1177 

the PTC revenue would be reduced, and the system benefits associated with the 1178 

incremental wind energy, as estimated in Mr. Link’s analysis, would be reduced.  This 1179 

poses a risk that the projects could provide less net benefits to customers or could impose 1180 

net costs to customers. 1181 

Q. Please summarize the risks to ratepayers you have identified in your review of the 1182 

Company’s transmission studies. 1183 

A. Based on my review of the new transmission studies, I observe that: 1184 

 The Company’s transfer capability assessment is still “preliminary” and 1185 

requires potential updates to the wind turbine models, which in turn might 1186 

trigger additional network upgrades or revisions to completed SIS. 1187 

 The Company has changed certain key assumptions between the October 2017 1188 

Study and the March 30, 2018 Transfer Capability Assessment which alter the 1189 
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components of the Transmission Project and raise questions on consistency in 1190 

study methodology. 1191 

 The new studies include elements that would add cost to the Transmission 1192 

Projects and identify issues and further studies yet to be done that could 1193 

potentially add to those cost increases.  These cost increases have not been 1194 

included in the Company’s economic analysis. 1195 

 The Company has not exercised consistent treatment of new generation 1196 

projects from the interconnection queue in its transfer capability studies. 1197 

 The addition of Ekola Flats Q0706 in the Transfer Capability Assessment 1198 

indicates inconsistency in treatment of eligible interconnection queue projects. 1199 

 The replacement of Boswell Q0409 with Bowler Flats Q0542 in the Transfer 1200 

Capability Assessment appears inconsistent with the October 2017 Study and 1201 

policies for queue position priority. This change provides an advantage to 1202 

short-listed Wind Projects by increasing the transfer capability for those 1203 

projects. 1204 

 The short-listed Wind Projects are not assured 100 percent deliverability and 1205 

are subject to curtailment which could erode the energy and PTC benefits 1206 

associated with the Combined Projects. 1207 

 The Company’s transmission studies remain preliminary at this stage. The studies 1208 

performed by the Company as presented demonstrate that the Transmission Project will 1209 
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not fully be able to integrate the shortlisted Wind Projects. The successful integration of 1210 

the Wind Projects and full deliverability of their output is a risk to ratepayers. 1211 

 1212 

H. Other Significant Risks Remain 1213 

Q. Are there other remaining risks to ratepayers associated with the Company’s 1214 

proposal? 1215 

A. Yes.  I have discussed several risks that could reduce or eliminate the ratepayer benefits 1216 

associated with the proposal.  There are still other remaining risks which I originally 1217 

discussed in my Direct Testimony, including those associated with natural gas prices, 1218 

project generation, project construction timing, and wind project costs.101 These are all 1219 

risks borne entirely by ratepayers. 1220 

Q. Please describe the risks associated with natural gas prices. 1221 

A. The Company’s modeling and economic analysis relies on several key assumptions, 1222 

including natural gas price forecasts.  In my Direct Testimony, I noted that the three 1223 

natural gas price scenarios were skewed high when compared to then-current forward 1224 

prices.  Higher gas prices yield higher estimates of benefits of the Combined Projects.  1225 

The Company has updated its natural gas prices, but I continue to believe that they are 1226 

generally overstated.  If actual gas prices trend closer to the low gas scenario forecast (or 1227 

even below the forecast), the benefit estimates presented by the Company would be 1228 

                                                 

101  Direct Testimony of Daniel Peaco, Section VI. 
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overstated and ratepayers would be exposed to the risk of increased costs from the 1229 

projects, rather than net benefits. 1230 

Q. Please describe the risks associated with production levels from the wind projects. 1231 

A. As I discussed in the surrebuttal portion of my testimony, the Company’s economic 1232 

analysis relies on assumptions of output from the wind resources.  The generation from 1233 

the wind resources provides PTC benefits, as well as a reduction in net power costs from 1234 

other generation or market purchases.  The Company’s assumptions regarding output 1235 

levels, however, are based on estimates of P50 values.  If the actual output of the 1236 

resources is lower than the estimates, the benefits of the projects will be directly reduced. 1237 

Q. Please describe the risks associated with project timing. 1238 

A. In my Direct Testimony I noted that, since the Wind Projects must be operational by the 1239 

end of 2020 to receive full PTC credit, and the Transmission Projects are required to 1240 

interconnect the Wind Projects, there was significant risk that even a short delay in 1241 

construction of any component of the Combined Projects could have an adverse impact 1242 

on benefits. 1243 

 The Company has since asserted that all components of the Transmission Projects do not 1244 

need to be in service in order to interconnect the Wind Projects, and that even if all the 1245 

wind energy is not immediately deliverable (and must be curtailed), the Company will 1246 

implement a “round robin” strategy to allow generation from the wind projects on a 1247 

rotating basis.102 1248 

                                                 

102  RMP’s Response to Data Request DPU 19.1. 
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 Even under the Company’s proposal, any delay in the project schedule that either 1249 

prevents full qualification for PTCs or reduces the amount of delivered wind energy from 1250 

the new resources will reduce gross benefits and poses a risk to ratepayers. 1251 

Q. Please describe the risk associated with wind project costs. 1252 

A. The Company’s final shortlist Wind projects includes four projects totaling 1,311 MW 1253 

with 1,111 MW coming from facilities that the Company will own and operate (Company 1254 

Benchmark Projects or Build-Transfer Projects) and 200 MW secured with a power 1255 

purchase agreement (PPA).103 The Company-owned facilities pose a cost risk to 1256 

customers.  Bates White, the Independent Evaluator for the 2017R RFP in Oregon, 1257 

identified two issues associated with ratepayer risks of the Company-owned Wind 1258 

Projects.  First, they recommended that the Company-owned projects be subject to a hard 1259 

cost cap with no opportunity for the Company to seek recovery of costs above that cost 1260 

level to provide the ratepayers the same level of price certainty that the bids offering that 1261 

certainty in a PPA. Second, they recommend that the Company guarantee full PTC 1262 

benefits to ratepayers consistent with the requirements placed on bidders offering 1263 

PPAs.104 The Company’s application does not provide those assurances to Utah 1264 

ratepayers. Instead, the Company offers a soft cap based on the estimated costs of the 1265 

Combined Projects and is asking the ratepayers to bear the risk that the Company does 1266 

not secure 100 percent of the PTCs assumed in its analysis. The Company’s election to 1267 

                                                 

103  Second Supplemental Testimony of Chad A. Teply, lines 31-37. 

104  Rock Creek Exhibit No. 1001.1 form Wyoming Docket 20000-520-EA-17, redacted version of the Oregon 

Independent Evaluator’s Final Report on PacifiCorp’s 2017R Request for Proposals, February 16, 2018 page 4 

of the report. Also included in Replacement Exhibit RMP_RTL-9SS, page 34 of 163. 
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choose projects that will be owned by the Company rather than the PPA alternatives 1268 

should not place added risk to ratepayers.  1269 

Q. Are there additional risks remaining? 1270 

A. Yes.  I have highlighted some key risks here, but my list is not exhaustive, and others still 1271 

remain. 1272 

Q. What do you conclude regarding the additional risks you have described? 1273 

A. The risks I have described here all have the potential to reduce or eliminate net benefits to 1274 

ratepayers, or impose net costs to customers, and the Company is not willing to bear any 1275 

of the associated risk.  As I have discussed in my testimony, the Company’s estimates of 1276 

net benefits, which I believe are overstated, provide little or no margin.  If any of the 1277 

uncertainties or risks I have identified end up reducing the gross benefits of the 1278 

Combined Projects, there is a high likelihood that ratepayers will be worse off than 1279 

without the Combined Projects. 1280 

 1281 

IV.  Conclusions and Recommendations 1282 

Q. Does the Company’s analysis demonstrate that the Combined Projects will deliver 1283 

cost-effective energy to Utah ratepayers? 1284 

A. No, it does not. The Company’s analysis of the Combined Projects does not provide a 1285 

high degree of assurance that they will be cost effective for Utah ratepayers.  A number 1286 

of the scenarios evaluated by the Company produce either net cost or very limited net 1287 

benefits.   1288 
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Q. Is the Company’s modeling analysis of the Combined Projects sound and does that 1289 

analysis provide an accurate representation of the economic benefits of each of the 1290 

Combined Projects? 1291 

A. No, it is not. The Company’s modeling remains problematic for the longer-term analysis 1292 

that relies on an extrapolation of the results from the 20-year modeling for values in the 1293 

years 2037-2050. The Company’s 20-year results now include front-loaded PTC benefits 1294 

that cause the 20-year results to be an unsuitable metric to use for decisions on the 1295 

economic merits of the Combined Projects.  1296 

Q. Does the Company’s analysis provide a reasonable representation of the all of the 1297 

uncertainties that have bearing on the risk to Utah ratepayers? 1298 

A. No, it does not. The Company has not provided any analysis on several key risks that, as 1299 

proposed, are risks that would be borne by ratepayers.  These risks include uncertainty 1300 

regarding the ability of the projects to qualify for production tax credits, project cost 1301 

uncertainty, project energy production estimate uncertainty, the Transmission Projects 1302 

increase in transfer capability and ability to support 1,311 MW of new Wind Projects, 1303 

Transmission Projects permitting risk, and Transmission Project revenues. I have 1304 

described these risks and have shown that they are of sufficient magnitude to have the 1305 

potential to outweigh the benefits that the Company has put forth.  1306 

Q. Are the Combined Projects likely to be lowest reasonable cost resources? 1307 

A. No, they are not. The Company’s own analysis demonstrates that the economics of the 1308 

Combined projects are worse than shown in the Direct Testimony and shows low value to 1309 

ratepayers, including cases with negative value. Given the issues I have identified with 1310 
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the Company’s modeling and the lack of consideration of several important risk factors, 1311 

the Company’s results do not support the assertion that these projects are lowest 1312 

reasonable cost. Further, the Company did not reasonably consider the alternative to the 1313 

Combined Projects, including the response to the Solar RFP, other wind resources, or 1314 

alternative transmission solutions, meaning there is no information presented by the 1315 

Company that this combination of wind and transmission is the lowest cost or highest 1316 

benefit option available.  1317 

Q. What are the short-term and long-term impacts to Utah ratepayers? 1318 

A. The Company’s presentation on the projects relies on significant benefits in the first ten 1319 

years resulting from PTC qualification. The PTC benefits, if fully realized, would 1320 

mitigate much of the cost in the first 10 years, however, the risks regarding PTC 1321 

qualification could materially alter that outlook. The benefits in the second half of the 1322 

Project lives have been estimated using an extrapolation analysis that is problematic.  1323 

Q. Based on your findings, what are your recommendations at this time? 1324 

A. I recommend that the Commission deny the Company’s request that the Combined 1325 

Projects be not be approved. I further recommend that the Company submit a separate 1326 

analysis of the Uinta Project if it wishes that project to be considered.   1327 

Q. Does this conclude your testimony? 1328 

A. Yes, it does.   1329 


