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Page /
PROCEEDI NGS

CHAIR LEVAR. W're back this norning in
Public Service Conmm ssion, Docket 17-035-40,
Appl i cati on of Rocky Mountain Power for Approval of a
Signi ficant Energy Resource Decision and Voluntary
Request for Approval of a Resource Deci sion.

This is Day 3 of our hearing, and we wl|l
start with Dr. Joni Zenger, who has been on the stand
yesterday, and the next step is cross-exam nation by
Rocky Mount ai n Power .

You're still under oath from yesterday, and
so we'll go to the utility. Thank you.

DR JONI ZENGER,
called as a witness on behalf of the D vision, having
been previously duly sworn, was exam ned and
testified as foll ows:
CROSS- EXAM NATI ON
BY MS. MCDOWELL

Q Good norning, Dr. Zenger.

A Good nor ni ng.

Q So | wanted to start by asking you sone
questi ons about the testinmony sunmary you provi ded
yesterday, and | want to begin with sone questions
about the Oregon order that you cited on the RFP
shortlist, which I believe is DPU Cross
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1 Exhibit No. 3. Do you have a copy of that? rage 8
2 A Yes -- Justin, do you have -- |'l|l get one.
3 | have it.
4 Q Thank you. So in your testinony sunmary
5 you made a nunber of argunents about this Order, and
6 just to be clear, those argunents are nowhere in your
7 prefiled testinony; correct?
8 A Regarding this Oder?
9 Q Yes.
10 A No, because the Order cane out after ny
11 testi nony.
12 Q So that's new testinony?
13 A The topics aren't new, but the fact that
14 the Order cane out regarding the topics | tal ked
15 about, that's new.
16 Q So you argue that the Order increases the
17 risk of disallowance in Oregon. |Is that a fair
18 summary of what you stated yesterday?
19 A It increases the risk of disallowance in
20 Oregon?
21 Q Yes. Just to paraphrase what | heard you
22 say in your sunmary yesterday, you said that it
23 Increased risk to Utah custoners because it increased
24 the risk of disallowance in Oregon. |Is that a fair
25 sunmary?

Litigation Services | 800-330-1112
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A. Yes.

Q So isn't it true that the Order expressly
di sclaims such an interpretation? And I'Il direct
you to page 13 of that Order.

Do you have that?

A Yes.

Q In there it states at the bottom of the
page, the last full sentence of the page, "Although
we do not acknowl edge the shortlist, we believe
PacifiCorp is in no different position than it was
after its | RP acknowl edgnent. Resource investnment
decisions ultimately rest firmy with the Conpany.

W are commtted to give fair regulatory treatnent to
Resource Decisions that PacifiCorp ultimtely nmakes."

Now, that |anguage does not sound like the
Commi ssi on has prejudged the conbi ned projects? Does
it?

A That | anguage t here does not.

Q And if we're focusing on decisions from
other states, isn't really the nore materia
devel opnment here the risk-reducing CPCN fromthe
Wom ng conmm ssi on?

A That woul d be a risk-reducing, yes.

Q And woul dn't you al so agree that the

Conpany's stipulation with the Idaho staff that is
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1 now pendi ng before the Idaho comm ssion is al so rage 1
2 ri sk-reduci ng?

3 A Yes.

4 Q So you're not saying that the Comm ssion

5 shoul d give nore weight to the Oregon order than the
6 Wom ng or |daho devel opnents, are you?

7 A | didn't say that, but | do think that the
8 Oregon order does carry a |lot of weight because the
9 Conpany can still go ahead with the projects on its
10 own but at its own -- it accepts the risks rather
11 than sharing the risks with ratepayers.
12 Q But it has I RP acknow edgnent; correct?

13 A Yeah, Oregon order has | RP acknow edgnent
14 but not RFP acknow edgnent.

15 Q So in your testinony summary, you al so

16 accuse the Conpany of a poor record of natural gas
17 price forecasting, resulting in trading | osses. Do
18 you recall that?

19 A Yes, | do.
20 Q So can you point ne to the part of your
21 testinony that addresses and supports that statenent?
22 A Yeah. Qur witness Dan Peaco is the main
23 expert on that, but | also raised it in nmy testinony.
24 Sorry. If | had the electronic version, it would go
25 much faster.
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. . Page 11
Q | just didn't recall any reference to

trading losses in your testinony, so that's why I'm
aski ng.

A There's a real snmll paragraph on page 17
of ny Confidential Exhibit 1.0 R Supplenental, 1.0
Surrebuttal, on the bottom of 17.

Q So | don't see anything in that statenent
about trading | osses or about the Conpany's history
of under-forecasting natural gas processes, and that
was specifically what | was asking about.

A Let's see. To the extent market
projections factor in future price risk, they
overstate projected benefits by inflating future
benefits. The risk that natural gas and carbon
prices are or may be | ower than assuned,” and | go on
to say how the Conpany projects out 20 to 30 years in
the future. But | do believe there's another section
in here if | can --

Justin, if you see that before | do, let ne

know.
Q Per haps we can cone back to that --
A Ckay.
Q -- at the end of ny cross-exam nati on.
So in your summary you al so cl ai ned that
the Conmpany's -- | think you called it "the need for

Litigation Services | 800-330-1112
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1 haste in this case was self-inflicted" -- | thiﬁ?ge e
2 those were your words -- because the Production Tax

3 Credits have been around for a long tinme. Do you

4 recall that part of your summary?

5 A | do.

6 Q So are you aware that the Production Tax

7 Credits actually expired on January 1, 2015, and were
8 not in place during any part of 2015?

9 A I''maware that the |aw changed and that the
10 new I RS ruling provided additional guidance that
11 woul d extend them so |I'm not aware exactly what the
12 January 15th rule was on them
13 Q Wll, 1I'lIl represent to you that the
14 Production Tax Credits expired on January 1, 2015 and
15 then were reenacted at the end of the year through
16 the PATH Act. Does that sound -- does that click
17 with your -- or align with your understandi ng?
18 A Yeah, | renenber for sure themreenacting
19 with the PATH Act.
20 Q Right. At the end of 2015. And then the
21 I RS gui dance associated wth the PATH Act was
22 pronmul gated in m d-2016. Does that also sound --
23 conport with your understandi ng of the schedul e?
24 A " mnot sure about the |IRS guidance part,
25 but | knew that the PATH Act and that information had

Litigation Services | 800-330-1112
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1 been -- you know, had been known by parties in 53%?%13
2 Q So you don't know -- you're testifying that
3 the PTCs were avail able to the Conpany, but you don't
4 know when the | RS gui dance on the PATH Act cane out?
5 A | probably do have it sonmewhere in nmy w nd
6 repowering testinony, but | would have to go | ook at
7 that.

8 Q Wel |, assum ng subject to check that the

9 I nternal Revenue gui dance cane out in md-2016 -- |
10 think Ms. Crane testified it was May of 2016 -- that
11 neant the Conpany had approximately one year before
12 it filed to identify the opportunity, develop the

13 opportunity, obtain safe harbor equi pnent, add the
14 opportunity to the IRP, develop the RFP, and file

15 this case. Does that -- all of that occurred in

16 approxi mately a one-year period; correct?

17 A Yes, as | recall -- and this was also in
18 the wind repowering case -- the Conpany provided

19 di scovery that stated that they had been approached
20 by GE and the wi nd turbine manufacturers -- seened
21 like it was spring of 2015.
22 Q Wll, in the spring of 2015, the Production
23 Tax Credits were not in effect; correct? So | would
24 assune you nean the spring of 20167
25 A kay. Let's see. Wen did you say the

Litigation Services | 800-330-1112
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. Page 14
PATH Act -- | don't have ny 39 testinony.

Q The PATH Act was passed, enacted in
Decenber of 2015.

A kay. Yeah, then it woul d have been in the
spring of 2016 that the Conpany was accosted by the
w nd turbine manufacturers.

Q So woul dn't you agree that all of the tasks
| just listed would be a pretty big job to acconplish
in a one-year period?

A Yes.

Q So you also claimthat the capacity
contribution fromthe conbined projects is snall and
the cost is large. Do you recall that part of your
sunmary?

A Yes, yes.

Q So between 2006 and 2010, are you aware
that the Conpany added 12 wind plants which were the

wi nd plants subject to repowering in the repowering

docket ?
A Yes.
Q And that's approximtely -- was

approxi mately 1000 negawatts of wi nd? That's what,
again, was subject to the repowering docket?
A You nean the ones that were originally put

in, you nean?

Litigation Services | 800-330-1112
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2 A That sounds about right.

3 Q And you -- | reviewed sone testinony that

4 you filed in the 2009 rate case where you revi ewed

5 t he prudence of many of those wi nd resources? Do you
6 recall review ng many of those wi nd resources at the
7 time?

8 A Yes.

9 Q So would it surprise you to learn that the
10 Conmpany's investnment in its current wind fl eet

11 bet ween that period of tinme, 2006 to 2010, was

12 approximately $2 billion for those 12 wind plants?

13 A That wouldn't -- it wouldn't surprise ne.
14 Q So during 2006 to 2010, the Conpany added
15 approxi mately 1000 negawatts of wi nd for

16 approximately $2 billion, and here the Conpany

17 proposes to add nore wi nd, 1150 negawatts and

18 140-mle transm ssion line for approxi mately that

19 same cost; isn't that correct?

20 A Yes.

21 Q Now, you nentioned -- your testinony in the
22 repoweri ng case, can you turn to your direct

23 testinony at page 16, please, and there at the top of
24 the page, line 319, there's a question that states

25 “I's the Division's testinony here consistent with

Litigation Services | 800-330-1112
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. . Page 16
your testinony in Docket No. 17-035-39 related to the

Conpany's request to repower its wind facilities?"
Do you see that?

A Yes.

Q So there you state that the Division's
position in this case and the repowering case are
consistent; is that correct?

A Yeah, consistent in that the Conpany failed
to denonstrate that they -- either project provided
net benefits to ratepayers.

Q So even though repowering was a vol untary
resource case and this case involves a Significant
Energy Resource Decision, it's fair to say that the
Di vision applied essentially the sanme rationale in
bot h cases?

A No, | didn't say that. | just said that
our finding determned that the Conpany in both cases
failed to denponstrate that they were prudent.

Q So can you now turn to page ei ght of your
April 17th testinony.

A Yes.

Q And | want to direct your attention to
Line 142 to 143, and the question at Line 127 is "Has
t he Conpany acknow edged these uncertainties rel ated

to the conbi ned projects?" And then one of the

Litigation Services | 800-330-1112
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1 uncertainties you list there is that "the Conpany's
2 in the mdst of acquiring land rights and is having
3 di sputes with | andowners in Womnm ng."

4 Do you see that testinony?

5 A Yes.

6 Q So your only support for that statenent is

7 your footnote which |ist the intervenors in the

8 Wom ng CPCN docket; isn't that true?

9 A One mnute. It wasn't the only support,
10 but I did list and identify each of the filings by
11 the intervening parties who are objecting, but | also
12 noted that the Conpany still needed to obtain
13 approval fromthe Industrial Siting board and ot her
14 ri ghts-of -way.

15 Q My question here is what your support is

16 for the statenent that the Conmpany is having disputes

17 with | andowners in Womng. The only evidence you

18 cite inthis testinony is that Footnote No. 5; isn't

19 that correct?

20 A Yes.

21 Q Are you aware that two of the parties you

22 list inthis footnote -- the North Laram e Range

23 Al'liance and Rock Creek Wnd -- are not | andowner

24 I ntervenors?

25 A | knew that they represented either sheep
Litigation Services | 800-330-1112
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1 hol ders, mneral rights owers or -- in other V\DFr,ase, e
2 they had sonme type of special interests in the

3 docket .

4 Q So I'll represent to you that the

5 Northern Laram e Range Alliance is an environnent al
6 I ntervenor and Rock Creek Wnd is a -- was a bidder
7 in the RFP process. Does that refresh your

8 recol | ection about the identity --

9 A Yes.

10 Q -- of those parties?

11 A Uh- huh.

12 Q And isn't it true by the date of your

13 testinony, April 17, 2018, all but one of the

14 intervenors you list in this footnote had w t hdrawn
15 fromthe Wom ng CPCN docket ?

16 A I'd have to take that subject to check,
17 yeah.

18 Q So were you present during M. Teply's

19 testinony yesterday?

20 A Yes.

21 Q And are you aware, based on his testinony,
22 that the Conpany has al ready reached prelimnary
23 agreenents on rights-of-way for over 50 percent of
24 the inpacted | andowners associated with the

25 transm ssion line and wi nd projects?

Litigation Services | 800-330-1112
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Page 19
A. Yes.

Q So with respect to obtaining rights-of-way
then, the Conpany is actually well ahead of the
proj ect schedule; isn't that correct?

A I haven't | ooked at the | atest project
schedul e, and | was concerned with either those | ast
ones because those are the ones that could cause big
delays if they have to go into em nent domain
pr oceedi ngs.

Q ['"I'l represent to you that the schedul e
provi des one year for obtaining rights-of-way, and at
this point -- one year from now for obtaining
rights-of-way, and at this point the Conpany has
al ready obtai ned agreenents for 50 percent of those
rights-of-way. So doesn't that give the Conpany a
fair amount of headroomto obtain the rest of those
ri ghts-of -way?

A Yes.

Q Can you turn to page 14 of your testinony,
please. | want to direct your attention to your
testi nony begi nning on Line 248 and going to 256, and
there you argue that the Comm ssion should view the
Conpany's forecast of transm ssion costs with
skeptici sm because of the Conpany's experience with

respect to the Populus to Termnal transm ssion |ine.
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_ Page 20
Do you see that testinony?

A Yes, | do.

Q And you allege there that the cost of the
line increased tenfold from78 mllion to
108 mllion. Do you see that testinony on Lines 252
to 2537

A Yes.

Q So in support of that you cite your
testinony in Footnote 20. Do you see that?

A Yes.

Q That's testinony fromthe CPCN docket for
the Populus to Termnal line; correct?

A Correct.

Q Now, isn't it true that your testinony in
that case made clear that the $78 mllion cost that
you refer to there relates to the 2006 nerger
commtnent related to the 300 negawatts Path C |ine?

A Yes. | wasn't sure right off the top of ny
head how rmuch the nerger comm tnent was, but | know
that it referred toit. Ws it -- I'd have to -- if
it's 300 negawatts, | have to check that.

Q WI 1l you accept subject to check --

A Yeah.

Q -- that the $78 mllion related to the

Conpany's nerger commtnent related to the Path C
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. . .. ~ Page 21
line, which was a 300 negawatts transm ssion |ine?

A Yes.

Q And the CPCN case itself dealt with the
1400 negawatts Populus to Termnal line; correct?

A Yes.

Q And Path C was just a small section of that
| arger Populus to Termnal line; correct?

A Subj ect to check, yeah.

Q And your testinony in that CPCN docket was

supportive of the Populus to Terminal |ine CPCN
correct?
A Correct.

Q And you never raised any concerns in that
docket with respect to project scope or cost;
correct?

A | don't know that | never did. | think
once we started receiving all the change notices and
proj ect change notices, | may have in the next rate
case, so that | can't testify to, the general rate
cases.

Q But with respect to the CPCN docket, your
testinony was supportive of that |ine?

A Yes, generally.

Q And never raised the issue that costs had

i ncreased from78 mllion to 800 mllion?
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A If the cost increased on the project, |

probably woul d have rai sed the issue.

Q So are you aware that M. Miullins's
Decenber testinony in this docket, he also conflated
t he 300-negawatt Path C line and the 1400- negawatt
Populus to Termnal |ine? Are you aware of his
testinony on that sanme topic?

A I don't recall himspecifically nentioning
t hat one.

Q And in response, do you recall that
M. Vail testified in January in his rebuttal
testinony that the Populus to Term nal |ine was
actually delivered within 7 percent of the estinmated

costs, not at a 1000 percent above the estimated

costs?
A Yes, | recall that.
Q But your testinony ignores that fact;

correct? There's no reference to the fact that the
Conpany actually cane in at 7 percent of its
estimated project costs; correct?

A. | don't address it. | have not verified

Q Can you turn to page 26 of your testinony.
MR JETTER. |I'msorry. Could you repeat that.
M5. MCDOWELL: Page 26.
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1 MR, JETTER O the surrebuttal ?

2 M5. MCDOWELL: The sane testinony, the April 17
3 testi nony.

4 MR, JETTER. Ckay. Thank you.

5 Q | would like to direct your attention to

6 the question that begins on Line 512 and then goes on
7 to the answers on page 27. Do you have that?

8 A Yes.

9 Q And there you object to the conbined
10 projects as early acquisition. Do you see that?
11 A Yes.
12 Q And in support you cite to an Order in the
13 Mona to Oguirrh case, the CPCN docket. Do you see
14 that testinony?
15 A Yes.
16 Q And |'ve handed you -- before we began |
17 actually put up on the witness stand there a cross
18 exhibit, Cross Exhibit No. 2, which is the
19 Comm ssion's Order in that case. Do you have that?
20 A Yes, | do.
21 Q So can you turn to page 15 of that Order,
22 pl ease. So just to back up, in that case the
23 Conmm ssi on approved the Conpany's CPCN request for
24 that line with the exception of the Linber to
25 Termnal line; is that correct?
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1 A Correct. rage =2
2 Q And on page 15 in denying CPCN for that

3 portion of the line, the Comm ssion pointed to

4 several factors beginning at the mddl e of the page.
5 The first is that the Conpany had no specific

6 construction date planned. Do you see that?

7 A On page 157

8 Q Yeah, about m dway down through the page.

9 A Yes.
10 Q And it also stated that -- in the next
11 sentence that no in-service date had been established
12 by the Conpany. Do you see that?
13 A Yes.

14 Q And then, again, down in the next paragraph
15 it says that "the Conpany has not received, nor is it
16 in the process of obtaining, a conditional use permt
17 for this line." Do you see that?

18 A Yeah. And the sane paragraph for -- it

19 says we have not -- the Conpany hasn't established
20 the present or future need.
21 Q So your testinmony cites this case as
22 precedent for denying approval of the transm ssion
23 line in this case as an early acquisition; correct?
24 A | think the main reason in ny case here is
25 | support -- to show support that the Commi ssion
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1 approved a research decision in full -- in part Zﬁ?e e
2 that could be applicable to this case, that if

3 there's -- that they could al so approve part of the
4 decision if they find a certain part is not in the

5 public interest.

6 Q So doesn't this case present a very

7 different scenario than the Linber to Termnal |ine?
8 And I'Il just explain ny question a little bit

9 further. The line here has a specific in-service
10 date; correct? 2024, which the Conpany's proposing
11 to nove up to 2020; correct?
12 A Correct.

13 Q And the need for the line is docunented in
14 the Conpany's long-termtransm ssion plan; correct?
15 A It's in the long-termtransm ssion pl an,

16 but it's been debated to this day.

17 Q And, finally, the permtting process, you
18 woul d agree, for the line in this case has been

19 ext ensi ve; correct?
20 A Correct.
21 Q So with respect to the need for that
22 transmssion line and the permtting status, | want
23 to ask you sonme questions about another cross exhibit
24 that | provided to you before we began, and that is
25 Cross Exhibit No. 3, which is the Dvision's Conments
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1 in response to the 2015 | RP Updat e. rage o
2 Do you have that?

3 A Let's see.

4 Q It's dated June 29, 2016, and you're listed
5 as one of the --

6 A Yes.

7 Q -- authors of those comrents. Do you see

8 t hat ?

9 A Uh- huh.
10 Q So these comments were filed in June of
11 2016 and that's about the tinme that the public
12 process in the 2017 | RP began; correct?
13 A I'd have to check when we had the kickoff
14 neeting. It may be earlier than that. 1'd have
15 doubl e- check.
16 Q But sonetine in md-2016 the public process
17 began for the 2017 | RP?
18 A Yes. | want to say maybe April
19 Q Can you turn to page 11 of those comments.
20 A These are the comments requesting waiver of
21 t he business plan sensitivity; right?
22 Q Yeah, but also coments to the Integrated
23 Resource Pl an update. [It's the conbi ned comments,
24 and |, just to save paper, only included in this the
25 excerpt that was related to the | RP update.
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1 A kay. |I'mthere. rage <7
2 Q So | want to direct your attention to the
3 top of page 11 where it states "Energy Gateway

4 Permtting." Do you see that?

5 A Yes.

6 Q And there it says that "It appears that

7 progress is being made in the areas of permtting and
8 funding," and then it lists Segnent D, which is the
9 segnent related to the line that's before the
10 Commi ssion in this case; correct?
11 A. Well, it's been broken up into different
12 segnents since then.
13 Q So Segnent D2 is the segnent that is
14 specifically involved in this case; correct?
15 A Ri ght.
16 Q So can you turn to page 12 of the docunent,
17 the next page. And there the comments state -- and
18 "Il just read this paragraph into the record and
19 then ask a question about it.
20 "The Conpany first announced its Gateway
21 Energy Transm ssion Plan in 2007. Wiile the IRP
22 identifies the need for nore transmssion lines to
23 deliver electricity to custoners either from new
24 generating plants or through inproved access to
25 exi sting resources in the region, Energy Gateway
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_ T Page 28
neets this need by providing access to both

conventional and renewabl e energy sources in areas
wi th diverse resources.

"Fromthe tinme public outreach began in
2008, the difficulty in permtting, further
assessnents, and delays with the projected
I n-service, this portion of the transm ssion |line
wi || have taken nine years to conplete. |In spite of
the del ays, the Energy Gateway strategy is a
fundanental part of the Conpany's |ong-term planning
for existing and future custoners, and the Division
stresses the inportance of transm ssion planning
because of its long lead tine."

So | want to ask you about this conment.
Isn't it true that one year before this case was
filed, the Division stated that the Energy Gateway
line is needed and is a fundanental part of the
Conpany's plan for its existing and future custoners?

A kay. One year from when? What were your
dat es?

Q One year fromthe date this case was fil ed.
These comments were filed June 29, 2016. This case
was filed one year later on June 30th, 2017.

A. | have to do sone thinking on that. Yeah,

so this was the tail end of the 2015 I RP update, and

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



http://www.litigationservices.com

HEARI NG DAY 3, DOCKET NO 17-035-40 - 05/31/2018

© 00 N o o b~ w N P

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

_ . _ Page 29
then you filed this, yep. And then this current case

was filed June 30t h.

Q So your answer is yes?
A Yes.
Q So given the long lead tinme for permtting

and construction of transm ssion, wouldn't you agree
that there are risks to custonmers in waiting unti
there is areliability need to build transm ssion?
A Yes.
M5. MCDOWELL: That's all | have. Thank you.
And | guess, let ne just, before | conclude, offer
Cross [Exhibit 2 and 3.
CHAIR LEVAR. Ckay. |Is there any objection to
entering those two exhibits into evidence?
Not seeing any objection, so the notion is
gr ant ed.
(RMP Cross Exhibit 2/ and 3 were received.)
M5. MCDOWELL: Thank you.
CHAIR LEVAR. Ckay. M. Jetter or Ms. Schm d,
I f you have any redirect.
M5. SCHM D:. May we have just one nonent.
CHAI R LEVAR  Yes.
MR. JETTER |'mready whenever the rest of the
roomis.

THE W TNESS: Ckay.
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1 MR, JETTER. May | proceed, M. Chairman? rage <0
2 CHAI R LEVAR  Yes.

3 MR JETTER.  Thank you.

4 REDI RECT EXAM NATI ON

5 BY MR JETTER

6 Q Dr. Zenger, | would |like to ask you just a
7 few brief redirect questions. |If you recall

8 answering sone questions from counsel for WRA

9 yesterday regardi ng the Comm ssion's view of the

10 choi ce of | ow cost resources, if the Division viewd
11 the conbined projects in this case as the | owest-cost
12 reasonabl e | owest-ri sk resource, would the Division
13 support the projects?

14 A That woul d depend on taking into

15 consideration the risk, the remining risk.

16 Q kay. And woul d you agree with ne that the
17 Di vi sion woul d support resource acquisition if it was
18 shown to be | ower cost and |ower risk than market

19 transacti ons?

20 A Yes, yes.

21 Q Thank you. Wth respect to their risk of
22 di sal | owance that you've discussed in sone of the

23 cross-examnation, isn't it a fair assessnent that

24 the cal cul ations that you' ve seen fromthe parties

25 I ncluding the Division's own cal cul ati ons eval uati ng
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. _ _ . Page 31
the risk of this project prior to the Oregon order

bei ng i ssued were done with the assunption that al
states woul d approve the project?

A Yes.

Q And with respect to disputed |and issues,
was it your understanding that Rocky Mountain Power
woul d go one by one through each | andowner and wait
until it had a finished approval with each | andowner
before noving on to the next, or would you expect
themto have been seeking | andowner approval with all
| andowners concurrently?

A My understanding is that they either
contact or send out letters to any affected | andowner
within a certain anount of feet, so they try to, you
know, in a large group identify them and then they
narrow down the group as they find out which groups
are nore affected or, you know, if the line is going
to go through their line -- through their land, if
there's issues, and then it does cone down to a
one-on-one neeting wth the | andowners.

Q kay. And so on a timng basis -- let ne
ask you a brief foundational question to this. Is it
your understandi ng that any one of | andowners can
hold up the project?

A Yes, yes.
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_ Page 32
Q It wouldn't make sense to build a

transmssion line with a gap over one | andowner's
property; is that correct?

A Correct.

Q In ternms of timng, even if you had
99 percent of the land rights, the 1 percent would
still cause the sane delay as having nore than
1 percent of the |and?

A That's correct.

Q I'"d like to ask you briefly sone quick
foll owup questions regarding the Linber-to-Term na
line that was projected by the Conpany to be needed
soneti me between 2017 and 2019. |Is it currently
bet ween 2017 and 20197

A Is the current projection date, did you
say?

Q No. Just today is it within that tine
frame range?

A Oh, yes, we are within that tinme frane.

Q And are you aware of the Conpany
constructing the Linber-to-Term nal |ine?

A No.

Q So is it fair to say that del aying that
approval of that |line requested by the Conpany may

have saved ratepayers noney?
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Page 33
A. Yes.

Q And do you believe that it's appropriate to
wait to approve a transm ssion project until a
reliability problemis projected with sone degree of
certainty?

A Yeah, | think there needs to be sone degree
of certainty, but | also don't believe that -- | nean
that's why we have the | RP because these projects
take long-termplanning. |It's not sonmething that can
be done just in tine, so yeah.

Q But is it fair to say -- would you say that
waiting to begin construction on a ngjor transm ssion
proj ect should only be done with a denonstrated need
for that?

A Is that the only reason? |s that what
you' re asking ne?

Q What |'masking is is it prudent to wait
until the need is denonstrated before constructing a
new transm ssion |ine?

A Yes.

MR, JETTER: Those are all of ny redirect
questions. Thank you.

CHAIR LEVAR. Ckay. |If any party intends to do
any recross based on M. Jetter's questions, please

indicate to ne.
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1 M5. MCDOWELL: | have one additi onal questiiﬁge >
2 Dr --

3 CHAIR LEVAR. Let ne just -- |'mnot seeing

4 anyone else with recross. Ckay.

5 M5. MCDOWELL: So sorry | junped in there and

6 I nt errupt ed.

7 RECROSS- EXAM NATI ON

8 BY M5. MCDOWELL

9 Q Dr. Zenger, | did ask you a question early
10 on in mnmy cross-exam nation asking for any support in
11 your testinony for your statenent that the Conpany
12 had failed to accurately project natural gas prices
13 and specifically that that resulted in trading

14 | osses, and you had indicated that perhaps your

15 counsel could point that out to you.

16 In redirect your counsel did not direct

17 your attention to any part of your testinony that

18 supports those statenents in your summary, did he?
19 MR, JETTER. |I'mgoing to enter an objection to
20 rel evance of this line of questioning. Counsel for
21 Rocky Mountain Power said during the oral argunents
22 on her notion at the beginning of this hearing that
23 we were free to have sone latitude in rebutting the
24 Conpany's new testi nony.
25 | don't know what the rel evance woul d be
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: : - : : Page 35
then to discussing sone additional information from

the Division witnesses in their opening comments that
are directly related to sone of the coments from
Rocky Mount ai n Power .

CHAIR LEVAR: Wuld you like to respond to the
obj ecti on?

M5. MCDOWELL: Let ne respond in two ways.
First of all, we said that assum ng that the notion
woul d be denied. The notion was granted, and the
material that you felt was new was stricken. So the
procedural order in this case does not allow for live
surrebuttal, and in any event, even if that were the
I ssue, what |'masking here is in her sunmary she
made specific statenents. And |I'm asking for the
evidentiary support for those statenents, and there
isn't any. So that's -- I'mtotally entitled to ask
for what it is that's supporting statenents she's

maki ng to this Comm ssion.

CHAIR LEVAR. |I'mgoing to overrule the
objection. | do recognize that technically this
wasn't part of your cross-exam nation -- | nean part
of your redirect, so technically it wouldn't fall in

recross, but you raised it in your original cross as
an i ssue we would cone back to |ater.

| do think it's relevant to ask Ms. Zenger
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1 if a statenent in her opening statenent is suppo?%%iiBG
2 in her testinony, so I'mgoing to allow her to answer
3 t he questi on.

4 A So | do believe it's supported. Oher than
5 that one piece | pointed you to -- I'mquickly

6 | ooking for ny other statenents. | know that | do

7 di scuss it and nention that our w tness Dan Peaco has
8 done the analysis on it.

9 MR JETTER I'd like to also nake a note while
10 we're looking, on the record, that the Division's
11 noti on was not granted. The Division's notion that
12 adjoined with the industrial groups was denied.
13 CHAI R LEVAR  Ckay. Thank you. That's an
14 appropriate clarification for the record.
15 M5. MCDOWELL: | think appropriately it was
16 partially granted and partially denied. That was
17 my -- | nmean you granted the notion with respect to
18 the solar sensitivities and that -- as new
19 I nformati on.
20 CHAIR LEVAR: | think that's an accurate
21 description of the results.
22 M5. MCDOWELL: Yes. Thank you.
23 CHAIR LEVAR 1'Il just comment, while
24 Dr. Zenger is looking, | think the relevance of this
25 doesn't rest to that issue, though. | nean whether a
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24
25

. . . Page 3/
statenment in her opening statenent is supported in

her testinony is a relevant question to ask. The
answer m ght be yes or no, but regardl ess of whether
live surrebuttal is allowed, it's relevant to

answer -- to know one way or the other whether the
stat ement supported her testinony.

A I think I can just answer that with a yes
and refer to the excerpt on page 17 where | talk
about market price risk.

CHAIR LEVAR O your April 17th testinony?

A Yes, nmy April 17th.

Q So your testinony is that your testinony
yesterday about the Conpany's inability to forecast
natural gas prices and its -- that leading to trading
| osses is supported only by this statenent on
page 17; correct?

A No, | didn't say --

Q In your testinony?

A No, | didn't say "only by"

Q Can you point ne --

A But I'msaying it is supported by that
st at enment .

Q Excuse ne. Can you point to nme any ot her
part of your testinony that specifically supports

t hose contentions?
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1 A Let ne just quickly read this one. "JE?EESS
2 price risk, there are risks that natural gas and

3 carbon prices are or may be | ower than assunmed. The
4 Conpany's projecting 20 to 30 years of market and

5 fuel prices into the future. Any calculation that is
6 too high nmeans that net power cost savings are |ess

7 likely to be realized. To the extent market

8 projections factor in the future price risk, they

9 overstate projected benefits by inflating future
10 benefits."
11 Q And that statenent, just to be clear, says
12 not hi ng about the Conpany's track record of

13 forecasting natural gas prices; correct?

14 A I'm | ooking for that.

15 M5. MCDOWELL: Well, perhaps to nove this al ong,
16 we could conclude at this point, and if Dr. Zenger

17 finds a specific reference that's relevant to that

18 part of the summary, the Division could re-call her
19 to identify that.
20 CHAIR LEVAR. Any objection fromthe Division to
21 nmovi ng forward that way?
22 MR, JETTER. No, that's fine. W can probably
23 I ntroduce the evidence in cross of another w tness
24 too, so we can just nobve on.
25 CHAIR LEVAR Ckay. |Is that all of your
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1 recross? rage oY
2 M5. MCDOWELL: That's all | have. Thank you.

3 CHAI R LEVAR. Ckay. Conmm ssioner Wite, do you
4 have any questions for Dr. Zenger?

5 COMM SSI ONER WHI TE:  Good norning. Yeah, just

6 one. There's been a |ot of discussion about -- from
7 the Division's position about risk. There's a |ot of
8 risks that are at play, | guess, in this project --

9 you know, pricing, forecast, construction, PTCs.
10 Is there sonething in your mnd -- do you
11 rank these in terns of what is the highest |evel of
12 risk to these projects comng to be beneficial, |
13 guess, to custonmers? |I'mjust trying to -- or is it
14 just a totality of the risk? |Is there anything in
15 particular that is the key driver, | guess, in terns
16 of what you perceive as a risk?
17 DR ZENGER: Well, so ny testinony -- the record
18 is inny testinony, and | haven't given a probability
19 wei ghting to any of the risks. The tax risk was one
20 of the primary ones, which did cone to bear, did cone
21 to fruition. The PTCs availability is huge, and
22 anything that would affect the PTCs being realized is
23 risks.
24 For exanple, there was a | egislative bil
25 in Womng to double the wind tax in Wom ng, and
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. Page 40
even though that didn't pass, that woul d have negated

the PTC value, and so anything that affects the PTC
value or calculation is a risk. And Woning is
getting a new governor, so | still think that's a
very likely possibility going forward.

The cost in construction risks are
obviously risks in that, you know, we need the
projects to be -- commi ssioned by the end of 2020,
and we haven't seen the final EPC contracts, so the
ot her conpany states they will assune sone of these
risks and that, but we don't know really what that
nmeans.

We don't know if -- you know, if there's
| arge legal fees in the construction contracts or
sonet hing that custonmers may end up payi ng for anyway
just to assure us that there's no risks. So | think
those contracts | think -- | listed quite a fewin ny
rebuttal testinony. So anything affecting the PTGCs,
affecting themcom ng -- being conmm ssioned on tine.

There's risks that -- the Conpany nakes a
| ot of assunptions that, you know, we don't know w ||
come to bear. For instance, building the new
projects, they are new. They are not projects that
are just being reconm ssioned. They are using new

turbines, new towers. W don't know if we're going
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to have gear box failure, O8M problens.

The Division believes there's a risk in
accepting on face val ue the Conpany's SO and PaR
results because our witness M. Peaco denonstrated
those aren't likely to be the accurate nunbers. It's
nore likely that the projects will harm custoners.

So back to your original question about the
wei ghting or if one is nore inportant than another, |
nmean they are all inportant, but I'd have to go back
t hrough and | ook at each one we've identified and see
where we're at, and, yeah, obviously sone risks have
been elimnated. Sone have been assuaged. So there
still are a lot of risks that remain.

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

CHAIR LEVAR. M. dark, do you have any
guesti ons?

COW SSI ONER CLARK:  Yeah, | would like to
pursue your commrents about risk in this way: In the
repower docket, the Division raised a nunber of risks
that sound to ne to be simlar, at least in
character -- the risk that the projects would qualify
for Production Tax Credits, the risks that the
projection of energy that would be produced would --

that those projections would not be realized or
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would -- there would be a shortfall and so the

realization of the credits would be |less than in the
econom ¢ assunptions or the econom c anal yses that
supported the projects, risks related to construction
costs and -- as you think about those kinds of risks
that you just enunerated, are any of them nore
significant or nore severe in this setting than in
the repower setting in your mnd or are they all
basically simlar -- basically simlar in severity?

DR, ZENGER: | think the risks in this docket
are much nore severe for several reasons. One, we've
got the transm ssion l[ine that needs to be built to
power the new wind facilities; and, two, it's just a
bi g massi ve undertaking. It's not just going in and
taking off parts of a wind turbine generator and
sticking on new ones.

You've got to bring in cranes and cranes
and cranes project to project with different crews,
and that's a big undertaking. |It's nmassive in this
docket. So the construction cost is bigger, getting
the line built at the same tinme. You know, we have
to have construction workers comng in and doing the
| ine and equi pnent.

And | think we're relying really heavily in

this case on third-party consulting reports, whether
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1 it's the Sapere report tal king about the projecte

2 net capacity value factors for these new wind farns
3 or the pro forma contracts for the contractors that

4 we -- that are unsigned and we haven't seen the terns
5 of or we haven't reviewed the Conpany's bidding or

6 even the wei ghting of the bidding, how they are

7 bi ddi ng.

8 Are they -- you know, is it in ratepayers'
9 interest the way they are bidding those? O is --
10 you know, is the Conpany going to assune sonme of the
11 risk or, you know, if they don't conme to fruition or
12 they are late, are ratepayers going to pay it one way
13 or anot her?

14 So | think the fact that this is all new
15 construction; we've got the transm ssion line -- just
16 those in and of itself nmakes the risks in this

17 proj ect nore severe than the repowering one.

18 COMM SSI ONER CLARK:  No further questions.

19 Thank you.
20 CHAI R LEVAR. Thank you. | just have a couple
21 guestions on just one narrow portion of your
22  testinony.
23 I n your experience are | andowner disputes
24 typi cal when any transmssion line is built?
25 DR, ZENGER: |I'm | ooking at the ones we have
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1 recent history of here in Uah, and, yeah, | renenber
2 the Populus to Term nal one, and there were a | ot of
3 di sputes. A lot of that began with the way that

4 Rocky Mountain Power was handling it. Their

5 community affairs and their outreach programis nuch
6 better now, but there were | andowners that hadn't

7 heard anything about it, and so, yeah, | think you're
8 going to have the "not in ny backyard" problem

9 We've had it so far in every transm ssion |line that
10 |'ve seen so far.
11 CHAIR LEVAR: Do you have any reason to believe
12 t hat | andowner disputes in connection with the line
13 that's in front of us in this docket are atypical or
14 are nore severe than what would be normal in any
15 transm ssion |ine construction?
16 DR. ZENGER: Yeah. | think they are because in
17 readi ng sone of the filings fromthe parties that
18 either hadn't -- they may not have been just a
19 | andowner but they have rights to the Iand or m neral
20 rights or sonething. Those people are extrenely
21 passi onate about it because they've planned, you
22 know, their whole livelihood on drilling in this area
23 or fourth generation famly sheepherders or sonething
24 i ke that.
25 But | think they are nore severe here

Litigation Services | 800-330-1112

www. | i tigationservices.com



http://www.litigationservices.com

HEARI NG DAY 3, DOCKET NO 17-035-40 - 05/31/2018

© 00 N o o b~ w N P

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

_ . _ Page 45
because we're not just tal king about a resident and

it crossing a piece of someone's farm From what

|'ve read in the Wom ng proceedi ng, the

Rock Creek -- and these were -- | don't know how to
explain it. These were -- these are taken nore
serious, and | would not be surprised at all if one

of them ends up being an em nent domai n case.

CHAIR LEVAR: (Ckay. Thank you. | appreciate
those answers. Thank you, Dr. Zenger. W appreciate
your testinony today.

DR ZENGER: Thank you.

CHAIR LEVAR M. Jetter or Ms. Schm d?

MR. JETTER. Thank you. The Division would |ike
to call it's next witness, M. Charles Peterson.

CHAIR LEVAR. M. Peterson, do you swear to tel
the truth?

THE W TNESS: Yes.

CHAI R LEVAR:  Thank you.

MR, LOANEY: Serving sone cross-exam nation
exhi bits.

MR JETTER. May | proceed, M. Chair?

CHAI R LEVAR  Yes.

MR, JETTER  Thank you.

CHARLES E. PETERSON,

called as a witness on behalf of the Division, having
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1 been duly sworn, was exam ned and testified as rage 4o
2 foll ows:

3 DI RECT EXAM NATI ON

4 BY MR JETTER

5 Q M. Peterson, would you pl ease state your
6 nanme and occupation for the record.

7 A Charles E. Peterson, spelled s-o-n. I'ma
8 utility technical consultant with the D vision of

9 Public Uilities.
10 Q Thank you. And in the course of your
11 enpl oynent and review of this case for the D vision
12 of Public Uilities, did you create and cause to be
13 filed wth the Conm ssion direct and suppl enent al

14 rebuttal and surrebuttal testinony in this docket?
15 A Yes.

16 Q If you were asked questions that were asked
17 and answered in those prefiled sets of testinony

18 today, would your answers renmain the sanme?

19 A Yes.
20 Q Do you have any corrections or edits you
21 would i ke to nake to that prefiled testinony?
22 A Yes. On ny direct testinony dated
23 Decenber 5th on page 3, line 54, there's a typo
24 there. It refers to repowering projects, and that's
25 an artifact fromthe previous 39 docket that we had.
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1 It should read "conbi ned projects,"” aéﬁqe !
2 shoul d al so note that ny usage in this testinony of

3 “conbi ned projects” included the repowering, the

4 Wom ng wi nd and transm ssion all together.

5 Q Thank you. And I'd just like to clarify a
6 little bit nore on that issue. Wen you said the

7 conbi ned projects, does that nean the four different
8 versions of the conbined projects in this case at the
9 time those testinonies were given?
10 A Vell, what the direct testinony primarily
11 dealt with was the Conpany's original filed
12 testinony, and so it represented their -- | think

13 their 860-nmegawatt wi nd, for exanple, Womng wnd in
14 the original filing.

15 Q kay. Thank you for that clarification.

16 Wth that, | would nove to enter the direct
17 and suppl enental rebuttal and surrebuttal testinony
18 prefiled by M. Charles Peterson in this docket al ong
19 with the exhibits attached to those two filings.
20 CHAIR LEVAR: | f anyone objections to that
21 noti on, please indicate to ne.
22 ' m not seeing any objection from anyone,
23 so the notion is granted. Thank you.
24 (Prefiled Testinony and Exhibits of C. Peterson
25 were received.)
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1 Q M. Peterson, have you prepared a brieﬁ:age e
2 summary of your testinony?

3 A Yes, | have.

4 Q Pl ease go ahead.

5 A Good norni ng, Conm ssioners. M testinony
6 in this matter covered two areas. The first was

7 whet her or not the Conpany had the financial capacity
8 to finance its conbined projects. I'musing it again
9 in a broad sense including the repowering. Wthout
10 harmto itself and added cost to ratepayers.
11 The second area is the Conpany's RFP
12 process and the comments and concl usions of the Utah
13 and O egon i ndependent eval uators.
14 Wth respect to the first issue, ny
15 anal yses indicate that it is within the financi al
16 capacity of PacifiCorp to pursue the Wom ng wi nd and
17 transm ssion projects and also the repowering as it
18 has proposed them This is especially true if the
19 Conpany nmai ntains a capital structure of
20 approxi mately 50 percent conmmon equity, which the
21 Conpany seemngly has inplied that it wll do.
22 Wth respect to the Conpany's RFP, in
23 general the Conpany processed the RFP snoothly.
24 Wiile different issues cane up during the course of
25 the RFP, the Division's perception is that the
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1 Conmpany worked wth the independent evaluators to

2 satisfactorily resolve nost issues.

3 As highlighted in ny confidenti al

4 suppl enent rebuttal testinony, the independent

5 eval uators had positive things to say about the RFP,
6 but they al so rai sed sone concerns or criticisns. In
7 the Division's view, the Conpany did receive a robust
8 response to its RFP such that the Division is

9 reasonably confident that we have a good idea of the
10 mar ket for projects to harness Wom ng w nd.
11 However, as cited by both | Es, near the end
12 of the process the Conpany cited a restudy of the
13 area by PacifiCorp Transm ssion that woul d have
14 rendered nost of the project bids nonviable based
15 upon the project's positions in the transn ssion
16 study queue.
17 VWhile it is fortuitous that this had a
18 m ni mal effect on the Conpany's selected shortlist of
19 projects, it raises the question of whether the
20 Conpany woul d have received the sane robust response
21 i f bidders had known that above a certain
22 transm ssi on queue nunber there was no chance of
23 bei ng selected, which is the practical effect of the
24 rest udy.
25 As the Oregon | E remarked, "Based on the
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1 final analysis laid out above" -- |'m quoting --Page >
2 “only one other third-party bid on the
3 shortlist...could even conpete with these offers. In
4 fact, only one other Womng wind offer...had a high
5 enough queue position to be viable.
6 “"So this entire RFP really boiled down to
7 two viabl e benchmarks and two third-party offers,
8 meaning a |l ot of analysis presented here was of
9 guesti onabl e val uable,” end of quote. That's in the
10 IE -- Oregon IE s report pages 34 and 35.
11 In future RFPs, the Conpany needs to have
12 better coordi nation between its generation pl anning
13 and its transm ssion planning going into the RFP. As
14 quoted by the Oregon Commission in its May 23, 2018
15 order refusing to acknow edge the RFP shortlist" --
16 they quote the Oregon IE. Quote, "'PacifiCorp's
17 procurenent, in the formof this RFP, got out ahead
18 of its resource and transm ssion planning. |If
19 Paci fi Corp had identified this earlier, then all
20 aspects of this work -- IRP, transm ssion planning
21 and resource acquisition -- could have worked
22 together in a nore coherent fashion,'" end of quote.
23 That's also inthe IEs -- Oegon |IE s report on
24 page 35.
25 So, again, the Division's conclusion would
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parallel the Oegon IE's, that in future RFPs the

Conpany needs to be sure that there's better
coordi nation within the Conpany.

Inits latest filings, the Conpany
W t nesses take issue with several of the comments |
made i ncl udi ng quotations from U ah and O egon
I ndependent eval uator reports regardi ng the Conpany's
prosecution of its wwnd RFP. | believe ny testinony
and the IE comments speak for thenselves. And, of
course, we heard extensively fromM. Qdiver
yest er day.

| have one comment on the Conpany's | atest
filings. Conpany witness M. Rick Link on Lines 475
to 478 of his latest surrebuttal testinony states
that, quote, "I'maware of DPU s persistent concerns
about relying on FOIs to neet the Conpany's
13 percent planning-reserve margin target.

“"For this reason |'ve been surprised by
DPU s argunents supporting increased reliance on
uncomm tted FOT resources in its opposition to the
conbi ned projects," end of quote.

“"The Division's concerns have been that the
Conpany nmay i ndeed need to reduce reliance on FOTs,
but what the Division envisioned is that the Conpany

woul d acquire di spatchabl e resources that have
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. _ . . Page 52
hi gh-capacity contribution values, and not, as

proposed here, non-di spatchable wi nd resources that
are very inefficient in contributing to any cl ai ned
capacity needs of the Conpany." And that concl udes
my statenent.

MR, JETTER. Thank you. | have no further
questions. M. Peterson is avail able for cross and
questions fromthe Comm ssion.

CHAI R LEVAR  Ckay. Thank you.

M. Moore or M. Snarr, do either of you
have questions for M. Peterson? No?

MR MOCRE: No.

CHAIR LEVAR Ckay. M. Russell, do you have
any questions for M. Peterson?

MR, RUSSELL: | do not. Thank you.

CHAIR LEVAR M. Baker?

MR, BAKER No questions. Thank you.

CHAI R LEVAR  Okay. Ms. Hickey?

M5. HI CKEY: No questions. Thank you.

CHAIR LEVAR. M. Hol man?

MR. HOLMAN: No questions. Thank you.

CHAIR LEVAR Ms. Hayes?

M5. HAYES: No questions. Thank you.

CHAIR LEVAR: (Ckay. It's a little bit early for

a break, but probably makes sense not to try to find
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1 atime in the mddle of your cross-exam nation, Zﬁﬂf >
2 since one of the bathroons is certain to be being

3 cl eaned right now, why don't we take about a

4 15-m nute break. Cone back sonetine between 10: 35

5 and 10: 40.

6 (A break was taken, 10:20 to 10:35.)

7 CHAIR LEVAR Ckay. We're back on the record.

8 And before we nove to Ms. McDowel|l's

9 cross-exam nation of M. Peterson, just to |et
10 everyone know what we can plan for, assum ng that we
11 finish all the witnesses in a reasonable tine to
12 allow for oral argunent tonorrow -- in the case we
13 don't, we'll have another discussion about it -- but
14 assum ng there's tine, our intention is to allow
15 two hours for oral argunents.
16 The way we intend to divide that up is we
17 intend to allow one hourly, generally, for the
18 parties who support the application and one hour for
19 the parties who do not support the application.
20 So Rocky Mountain Power, Utah C ean Energy,
21 Western Resource Advocates, and | nterwest Energy
22 Al'liance will have one hour to split up between them
23 as they choose to do so with both oral argunent and
24 I f Rocky Mountain Power wants to reserve tine for
25 rebuttal .
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1 And then the other four parties -- thePage >
2 Division of Public Uilities, the Ofice of Consuner
3 Services, U ah Association of Energy Users, and

4 Utah I ndustrial Energy Consuners -- have one hour, so
5 basically 15 m nutes apiece, unless you agree to

6 di vide that up any differently than that.

7 So we'll plan to do that at the concl usion
8 of the hearing tonorrow, and wwth that, we'll go to
9 Ms. McDowel |'s cross-exam nation of M. Peterson.

10 M5. MCDOWELL: Thank you, Chair LeVar. In the
11 interest of time and based on M. Peterson's sunmary,
12 we have decided to waive cross-exam nation and w ||
13 not be introducing the cross exhibits we distributed.
14 CHAIR LEVAR. Ckay. Thank you.

15 Commi ssion Clark, do you have any questions
16 for M. Peterson?

17 COW SSI ONER CLARK: No questions. Thank you.
18 CHAI R LEVAR  Commi ssi oner Wite?

19 COMM SSI ONER WHI TE:  No questions. Thank you.
20 CHAIR LEVAR. And | don't have any others. So
21 t hank you for your testinony today.

22 CHARLES PETERSON. Thank you.

23 CHAI R LEVAR. That was probably an easier day
24 t han you t hought you'd have.

25 CHARLES PETERSON. It is, yes.
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1 CHAI R LEVAR.  Ckay.

2 MR. JETTER. Wth that, the D vision would Iike
3 to nove to its next witness, and the Division wll

4 call and have sworn in David Thonson.

5 CHAIR LEVAR. M. Thonson, do you wear to tel

6 the truth.

7 DAVI D THOVSON: | do.

8 CHAI R LEVAR.  Thank you.

9 DAVID T. THOVSON,
10 called as a wtness on behalf of the D vision, being
11 duly sworn, was exam ned and testified as foll ows:
12 DI RECT EXAM NATI ON
13 BY MR JETTER
14 Q Good norning, M. Thomson. Wuld you
15 pl ease state your nanme and occupation for the record,
16 and woul d you pl ease spell your |ast nane.
17 A Ckay. My nane is David T. Thonson,
18 T-h-o-ms-0-n. There's no "p" in Thonson, and |I'm a
19 senior consult- or technical- -- what amI? [|I'm
20 drawi ng a bl ank.
21 M5. SCHM D:. Extrenely valuable to the D vision.
22 A Yeah, sonme sort of consultant with the
23 Di vi si on.
24 Q | believe your title is UWility Technical
25 Consul t ant .
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1 A. Yeah, that's it. Uility Techni cal rage 5o
2 Consul t ant .

3 Q Thank you. Have you -- in the course of

4 your enploynent as a Utility Technical Consultant,

5 have you had the opportunity to review testinony in

6 this docket, and did you create and cause to be filed
7 with the Comm ssion direct rebuttal and suppl enenta

8 rebuttal and surrebuttal testinonies?

9 A That is correct.

10 Q Do you have any edits or changes you would
11 like to make to those docunents?

12 A | do not.

13 Q If you were asked the sane questions in
14 that prefiled testinony today, would your answers
15 remai n the sanme?
16 A They woul d.
17 MR, JETTER. Thank you. Wth that, | would |like
18 to nove for entry into the record the direct,
19 rebuttal, and supplenental rebuttal, and surrebuttal
20 of DPU wi tness David Thonson along with the exhibits
21 attached thereto.
22 CHAIR LEVAR. |f anyone objects to that notion,
23 pl ease indicate to ne.
24 "' mnot seeing any objection, so the notion
25 s granted.
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1 (Prefiled Testinmony and Exhibits of D. Thonson

2 were received.)

3 MR JETTER.  Thank you.

4 Q M. Thonson, have you prepared a brief

5 statenent summari zi ng your testinony?

6 A | have.

7 Q Pl ease go ahead.

8 A Thank you.

9 Good norning, Conm ssioners. The D vision
10 bel i eves the Revenue Tracki ng Mechanism or RTM

11 unnecessary because existing nethods are adequate for
12 rate recovery if the proposed conbi ned new wi nd and
13 transm ssion projects are approved.
14 No i nformati on has been provided by the
15 Conpany in its testinony in this docket or statenents
16 in this hearing that should cause the Conmm ssion to
17 change its decision in the wind repowering docket.
18 The deci sion was to not approve the RTM
19 If the Comm ssion approves the new wi nd and
20 transm ssi on projects proposed by the Conpany, the
21 Di vision believes, for reasons it put forth in this
22 docket and the w nd repowering docket, that it would
23 be wise and in the public interest for the Conpany to
24 use a general case for ratemaki ng associated with the
25 proj ects.
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1 The Division recommends the Conmmi ssi on deny

2 t he Conmpany's request for the RTMalso in this

3 docket. And this conpletes ny statenent.

4 MR, JETTER:. Thank you. | have no further

5 guestions and woul d tender M. Thonson for cross and

6 qgquestions fromthe Comm ssion.

7 CHAI R LEVAR Ckay. Thank you. M. Mbore do

8 you have any questions for M. Thonson -- or

9 M. Snarr.

10 MR, SNARR:  Thank you.

11 CROSS- EXAM NATI ON

12 BY MR SNARR

13 Q | just have a few questions just focusing

14 on one aspect of the accounting issues you' ve

15 addressed. In connection with ny questions, | would

16 like to refer you to a prior Order of this

17 Comm ssion, not for the sake of what the Conmm ssion

18 decided in that docket, but because they recounted

19 Di vi sion policies respecting accounting issues. My

20 | share that wth you?

21 A Sur e.

22 Q This is an Order issued on January 3rd,

23 2008. It's in the docket. The |ead nunber is

24 06-035-163. It has to do with other issues rel ated

25 to MdAnerican and PacifiCorp. |I'mreally just going
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_ _ _ Page 59
to focus on issues relating to accounting that you

addr ess here.

M. Thonson, | direct your attention to the
second page of what | handed you. | represent that's
page nine of the Commssion's Order. Do you see the

hi ghl i ghted portion there?

A Coul d you speak into the m ke, please?
Thank you.
Q Ch. Sure. | would like to direct your

attention to page nine, which is the second page, and
there's a highlighted portion of the Order. |I'm
wondering if you could read the highlighted portion
to us.

A "The Division's guidelines of the deferred
accounting treatnent should be allowed for events
determ ned by the Conmm ssion on a case by case basis
to neet one of the follow ng circunstances: Events
that are both unforeseen and extraordi nary; or events
that provide a future net benefit for ratepayers.

"The Division defines 'unforeseen' as an
event where the inpacts could not be anticipated in
the ratenmaki ng process and defines 'extraordi nary' as
an event that is specific, unusual, unique,

i nfrequent, material, not ongoing, and not a part of

the normal operations.™
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. Page 60
Q Does this somewhat reflect the current

Di vi si on policies?

A No. | think the Comm ssion has a
di scretion on deferred accounting for things that are
not in the past, and this statenent has to do with
retro -- using deferred accounting for retroactive
rat emaki ng, and so since we're not talking about
retroactive ratemaking, they could cone in and do
deferred accounting for the future costs.

Q As far as Division guidelines, do you take
Issue with this summary that the Comm ssion has nade
here about when deferred accounting m ght be
appropri ate?

A I think this is a proper statenent having
to do with retroactive ratenaking having to do
deferred accounti ng.

Q Is it the position of the Division, isn't
it, that the proposed projects in the case at hand
here do not provide benefits to custoners; is that
correct?

A That is correct.

Q And as far as the Division is concerned,
are there conditions -- are there unforeseeabl e
events or extraordinary circunstances apparent in

this case?
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_ _ _ Page 61
A. | think this case is nornal future

rat emaki ng, and when the Conpany deci des these
projects are going to be built, if they want to defer
those costs that are taken now or in the future, they
can do deferred accounting. These guidelines,

unf oreseen, extraordi nary, have to do with them
getting a deferred accounting order retroactively
from sonething that's al ready happened in the past.
That's our guidelines.

Q Isn't it true that you recommended that the
general rate case be used to recover the costs in
connection with this case?

A That's ny nunber one priority, and |'ve
made it pretty clear, | think --

Q Thank you.

A -- that that's our recomendation, to do
the general rate case.

Q And you also made it clear that the

Di vi si on opposes any use of the RTM is that right?

A That is correct.
Q And you also nade it clear in your
testinony, | believe, that you indicated there should

not be any carrying charge via the RTM nechani sm or

even through deferred accounting if it happened to

apply?
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A That was ny reconmendati on.

MR. SNARR: (Ckay. Thank you.

CHAIR LEVAR. |Is that all your questions?

MR, SNARR  Yes.

CHAIR LEVAR. M. Russell, do you have any
questions for M. Thonson?

MR. RUSSELL: | do not. Thank you.

CHAIR LEVAR. M. Baker?

MR. BAKER | do not. Thanks.

CHAIR LEVAR. Ms. Hickey?

M5. HI CKEY: None. Thank you, sir.

CHAIR LEVAR M. Hol man?

MR. HOLMAN: No questions. Thank you.

CHAIR LEVAR: Ms. Hayes?

M5. HAYES: No questions for ne either.

CHAI R LEVAR  Thank you.

Ms. McDowell or M. Lowney?

M5. MCDOWELL: The Conpany has no questi ons.
Thank you.

CHAIR LEVAR. Ckay. Thank you.

Conmm ssi oner White, do you have any

questions for M. Thonson?

COW SSI ONER WVHI TE:  No questions. Thank you.

CHAI R LEVAR:  Conmmi ssi oner C ark?

COW SSI ONER CLARK:  No questi ons.
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CHAIR LEVAR: And | don't either. Thank you for

your testinony today, M. Thonson.

DAVI D THOVSON:  Thank you.

CHAIR LEVAR: M. Snarr, did you want to enter

this into evidence or was it sinply just --

MR SNARR It was just to add in the
cross-exam nation. There's no need to have
ent er ed.

CHAI R LEVAR.  Thank you.

MR. SNARR  Thank you.

It

VR JETTER The Division would li ke to call its

next witness, M. Dan Peaco. And while M. Peaco is
headed to the stand, | would just |like to give notice
to the Comm ssion that the D vision does not intend
to call Robert Davis or enter his testinony into the
record of this proceeding.

CHAI R LEVAR.  Ckay.

MR. JETTER. He did file in, | think, the first

round for intervening parties.

CHAIR LEVAR: I n Decenber, yes. Thank you for

I nform ng us of that.

M. Peaco, do you swear to tell the truth?

DANI EL PEACO | do.
CHAI R LEVAR.  Thank you.
111
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DANI EL E. PEACO,

called as a witness on behalf of the Division, being
duly sworn, was exam ned and testified as foll ows:

DI RECT EXAM NATI ON
BY MR JETTER

Q M . Peaco, woul d pl ease state your nanme and
occupati on.

A My nane is Daniel Peaco. |'m principal
consul tant with Daymark Energy Advisers, consultant
to the D vision.

Q Thank you. D d you create and cause to
filed with the Conm ssion direct and surrebuttal as
wel | as supplenental rebuttal and surrebuttal
testinony in this docket?

A | did.

Q Do you have any edits or changes you would
like to nmake to any of those three prefiled
testinoni es?

A | do not.

Q If you were asked the sanme questions in

t hose testinonies today, would your answers renmain

the sane?
A Yes.
Q | would like to nove at this tinme to enter

into the record the direct surrebuttal and
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suppl enental rebuttal and surrebuttal testinony of

DPU wi t ness Dani el Peaco.
CHAIR LEVAR. Ckay. |If anyone objects to that
noti on, please indicate to ne.

"' mnot seeing any objections, so the
notion is granted.

(Prefiled Testinony and Exhibits of D. Peaco

were received.)

Q Thank you. M. Peaco, you have prepared a
summary of your testinony this norning?

A Yes.

Q Pl ease go ahead and read it, and | just ask
that for the court reporter's sake nmaybe read it a
little slowy, slower than --

A | have a reputation, | guess, in that
regard so I'Il try to --

Q That woul d be great. Thank you.

A She can't quite kick ne, but | have been
ki cked before, so I'll try to sl ow down.

Ckay. Good norning, Conm ssioners. |
appreci ate the opportunity to present ny testinony on
behal f of the Division this norning.

The Wnd and Transm ssion Projects, what |
will call the Conbined Projects -- which are the

conbi ned projects within this docket only as opposed
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1 to M. Peterson's broader definition -- proposedpailgne >
2 this docket are not in the ratepayers' best interest,
3 and approval is not in the public interest.

4 Wi |l e the Conpany continues to argue that's
5 Its own anal ysis denonstrates that it's acting in

6 best interest of the ratepayers, the Division and

7 every other custonmer group offering testinmony in this
8 case disagrees. It is ny view that the Conpany's

9 anal ysi s overstates the benefits and ignores key
10 downside risks. As a result, it has not denonstrated
11 that the Conbined Projects are likely to benefit
12 r at epayers.
13 The Conpany's approach fails to consider a
14 nunber of alternative resource options that would
15 provi de ratepayers with the | owest-cost, |owest-risk
16 resource. Even as conpared to taking no action, the
17 proposed projects are reasonably likely to result in
18 net cost to ratepayers and expose ratepayers to
19 significant cost risk.
20 The Conpany has conducted a | arge nunber of
21 anal yses and scenarios using its conpl ex planning
22 nodel s. However, the volune and conplexity of the
23 analysis is not a sufficient basis for judging the
24 credibility of the results. 1In this case, the
25 Conpany' s anal ysi s masks key assunptions, omts key
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al ternatives, and ignores significant risks that

drive an inflated representation of the benefits of
t he combi ned projects.

As | have shown in ny testinony, the inputs
and net hods used in the Conpany's nodeling produce
results and analysis that are biased in the favor of
t he Conmpany's owned wi nd projects over wi nd purchase
alternatives and in favor of the Conbi ned Projects,
in total, over other alternatives. The Conpany has
repeatedly nodified its nethodology to omt costs
attributable to the project and i npute specul ative
benefits to justify the Conbi ned Projects.

When conbining all of these together, the
Conpany presents a price-policy scenario matrix that
suggests nost of the outcomes are net benefits for
custoners. That conclusion belies the fact that the
Conpany's nodeling is not presenting a fair analysis
of the projects in any of the price-policy scenarios.
As a result, sinply assum ng that nore net benefits
outcones in the matri x means that the project is nore
i kely than not to produce a net benefit for
custoners is not a correct concl usion.

The Conpany relies on several highly
specul ati ve assunptions to reach its own net benefit

clainms. Three of the nost significant are, first,

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



http://www.litigationservices.com

HEARI NG DAY 3, DOCKET NO 17-035-40 - 05/31/2018

© 00 N o o b~ w N P

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

. L Page 68
the om ssion of 12 percent of the transm ssion costs

during the life of the Wnd Projects; second, the
om ssion of the revenue requirenents of the

transm ssion costs after of the end of the Wnd
Projects' |life; and, third, the addition of a
term nal val ue anount for the Conpany's owned w nd
t ur bi nes.

The Conpany's repeated changes to the
projects have left the reviewing parties with [imted
nmeani ngful opportunity to review. The configuration
of the Conbi ned Projects has changed in each of the
Conpany's filings in this proceeding with the
Conpany' s January and February 2018 subm ssi ons
including a total of 1,311 negawatts of new w nd,
associ ated transm ssi on network upgrades, and the
Aeol us-to-Bridger/Anticline 500 kV transm ssion |ine
at a capital cost of nore than $2.2 billion.

The Conpany nodified the project inits
surrebuttal testinony to now include a total of
1, 150 negawatts of newwnd with the total cost of
t he Conbi ned Projects having been reduced
commensurate with the assuned cost of 161 negawatts
U nta Project renoved fromthe proposal.

The econom cs of the conbined projects as

propose by the Conpany are significantly dependent
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upon the limted-tine opportunity represented by the

Production Tax Credits, or PTCs, available to the new
wi nd projects and to a future with significant
pricing of greenhouse gas em ssions and natural gas
prices much higher than current market conditions.

These conditions, the other risk factors
the Conpany is asking the ratepayers to bear, and the
| ack of full consideration of resource alternatives
| ead nme to conclude to the conbi ned projects are not
in the public interest.

I wll now address these issues in nore
detail. | will summarize findings and
reconmendations relevant to the Conm ssion's
consi deration of the Conpany's nost recent proposal
for the conbined projects that | have presented in ny
direct testinony, my surrebuttal testinony, and ny
suppl enental rebuttal and surrebuttal testinony,
focusing on the issues that the Conpany is now asking
the Comm ssion to address in this case.

The first issue | would like to address is
the Unta Project. As an initial matter, the
Conpany' s conbi ned projects as proposed in
January 2018 inappropriately included the U nta w nd
project as -- a project that is not dependent upon

the transm ssion projects. The Conpany di d not
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eval uate the U nta Project as a stand-al one project

inits econom c anal ysis.

| had reconmended that the Unita Project be
eval uated separately fromthe bal ance of the conbi ned
projects. Contrary to the Conpany's assertions, ny
testinony did not propose renoval of the U nta
Project, rather that it should be evaluated fully as
a stand-al one proposal.

The Conpany withdrew the Ui nta Project from
its application in its surrebuttal testinony. The
Conpany never provided a conpl ete stand-al one
anal ysis of the U nta Project. Its limted analysis
only provided positive values in six of the nine
price-policy scenarios, certainly not conpelling
econom cs.

G ven these circunstances, | support
excluding the U nta Project fromfurther
consideration in this proceeding. However, given the
Conpany's limted consideration of the project on its
own nerits, | cannot offer a definitive assessnent of
the economc nerits of this project and woul d not
rul e out further consideration of this project in a
subsequent proceedi ng.

Next | would like to address the issues of

need for the conbined projects. The Conpany
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initially clainmed that the approval of the

transm ssion projects was needed to capture a
tinme-limted econom c opportunity. But the Conpany's
representations of the need for the conbined projects
has materially changed through the course of the
proceedi ng. However, the Conpany's after-the-fact
clainms of resource need are not supported by its
analysis or its procurenents actions.

My investigation of the Conpany's initial
application confirmed the existing transm ssion
system neets NERC standards and that there is no
reliability based need for systemupgrades in this
part of the transm ssion systemif the wi nd projects
are not built.

The Conpany al so acknow edged that the
transm ssion projects are not econonmic w thout the
wi nd projects and associ ated PTC benefits. There is
no resource need for these projects. They do not
serve to address any identified need froma
reliability or public policy requirenent.

The Conpany initially offered the conbi ned
projects as a uni que opportunity for the Conpany to
devel op the conbi ned projects to provi de cost savings
to ratepayers. It did not claima resource need for

the conmbi ned projects. However, if the projects do
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1 not offer a high Ilikelihood of econom c benefits,

2 there is no need to act now and they woul d not be

3 part of any IRP-preferred portfolio to neet the

4 Conpany' s needs.

5 The Conpany's suppl enental surrebutta

6 testinony changed its rationale for the conbi ned

7 projects, indicating the projects are needed to neet
8 an identified resource need. In this revised

9 position, the Conpany asserts that the projects
10 are -- fill a need, specifically a capacity need to
11 neet systemreserve requirenents that woul d ot herw se
12 be filled with Front O fice Transactions, or FOTs,
13 asserting that the conbined projects are part of the
14 | east-cost, least-risk plan for neeting resource
15 needs.
16 In ny rebuttal testinony | denonstrate that
17 the Conpany's assertions regarding the resource need
18 are not supported by evidence offered. There are a
19 nunber of alternatives that the Conpany shoul d have
20 Investigated if it were in fact seeking the
21 | owest-cost, lowest-risk alternatives to FOTs.
22 These considerations include the foll ow ng:
23 The Conpany's 2017R Request for Proposals, or RFP,
24 design is not consistent with the resource need
25 asserted. If it was the Conpany's intent to neet a
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need for capacity in its systemat |east cost, an RFP

narrowmy targeting only wind resources in a specific
| ocation or even in the sonewhat broader solicitation
of wind projects included in the final RFP is not
consistent with seeking resources to neet a capacity
need in its systemat large at |east cost. An

al | -source RFP woul d have been much nore consi stent
with the need-based argunent.

Second, the RFP eval uation process used a
portfolio nmethodol ogy that effectively ignored the
cost of transm ssion in choosing wnd resources in
eastern Woning. This evaluation does not lead to
identification of | owest-cost resources systemu de.

Third, the Conpany's separately solar RFP
produced proposals that provide higher benefits to
rat epayers.

Fourth, the Conpany opted for wi nd projects
that it planned to own and operate -- that it plans
to own and operate over wi nd projects offering power
t hrough purchased power agreenents, PPAs, despite the
fact that its own analysis showed the PPAs offered
the | ower-cost, long-termsolution. The Conpany has
not consi dered any | ower-cost transm ssion sol ution
alternatives to the 500 kV facilities proposed such

as 345 kV or 230 kV upgrades.
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And, finally, six, the Conpany has not

presented any anal ysis of the economcs of a delay in
the transm ssion projects or the conbined projects to
2024 or later.

In surrebuttal testinony, the Conpany
reasserts the resource-need argunent, arguing that
the FOIs are the least-cost alternative to the
182-negawatt capacity contribution that the conbined
projects would add to the system It also argues
that the econom c opportunity and resource need are
not necessarily nutually exclusively.

The Conpany's new assertions do not address
the several reasons that the Conpany's assertion
resource need is flawed including the Conpany does
not di spute nmy observation that the RFP design was
narrow and not designed to seek the | east-cost,
| east-risk alternatives to FOTIs to neet the system
reserve requirenments.

The Conpany does not dispute that the RFP
eval uation ignored the transm ssion costs associ at ed
with eastern wind projects. The Conpany offers no
expl anation for the selection of wind self-build
proj ects over |ower-cost PPAs. The Conpany does not
di spute that it has not considered or eval uated

alternative transm ssion products.

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



http://www.litigationservices.com

HEARI NG DAY 3, DOCKET NO 17-035-40 - 05/31/2018

© 00 N o o b~ w N P

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

_ Page 75
The Conpany does not dispute that the

results of the solar RFP show the solar projects to
be | ower cost than conbined projects using the IRP
and RFP eval uati on nethods consistent with its

anal ysis of the conbined projects.

Despite the Conpany's assertion in
surrebuttal that the transm ssion project would be
built in 2024 in any event, it did not present any
econom ¢ analysis of the deferral of the conbined
projects to 2024 or |ater.

Taken together, these undi sputed
ci rcunstances nake it clear that the Conpany did not
conduct the planning and procurenent for the conbi ned
projects to address the resource need it now asserts.
There are many alternatives other than eastern
Wom ng wi nd that could provide the capacity
requi renments that the Conpany asserts woul d ot herw se
be provided with FOTs.

These alternatives were not even consi dered
in the Conpany's analysis. The Conpany's conbi ned
projects were initially proposed as an econom c
opportunity for ratepayers, and that renmains the case
now, despite the Conpany's nore recent clains that
this is a needed capacity resource.

Wth respect to the solar RFP results, the
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sol ar projects offer better econom cs than the

conbi ned projects. The Conpany's dism ssal of the
solar RFP results for purposes of this case is

anot her exanple of the flawin its claimthat it is
seeking the | east-cost, |east-risk capacity resource
as alternatives to FOTs.

Regardi ng the option to delay the conbi ned
projects, a decision to deny the current proposal in
this proceedi ng does not change the significant w nd
energy resource potential in eastern Womng and it
does not preclude the devel opnent of the transm ssion
projects at a |later date as the Conpany says it would
do. If the high carbon pricing policies and higher
gas price scenarios becone nore likely in the future,
the projects could offer better value to the
rat epayers at that tine.

At this tinme, nmeaningful ratepayer savings
appear only in scenarios with high natural gas prices
and high carbon pricing. Currently natural gas
prices are close to the Conpany's | ow case and there
IS no carbon pricing policy in existing or proposed
| aw. Advanci ng the conbi ned projects now neans t hat
rat epayers assune the risk that high gas and carbon
pricing do not materialize.

The Conpany's assertion that economc
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opportunity and resource need are not nutually

exclusive is prem sed on a fal se assertion that there
is a resource need basis for the conbined projects.
As | have denonstrated, the resource need assertion
IS not consistent with the Conpany's planning or
procurenent actions. The |imted anmount of capacity
provi ded by the conbined projects is valued into the
analysis, but it is ancillary to the actual purpose
as originally stated by the Conpany and is apparent
in its procurenent actions.

In summary, the Conpany's RFP design is not
consistent with the resource need it now asserts that
the conbi ned projects address, and the Conpany's RFP
and anal ysis ignores alternatives to the projects
t hat shoul d have been consi der ed.

| would like to shift to the Conpany's
argunent that there's an i ndependent need for the
transm ssion projects. The Conpany has noted that
the Aeol us-to-Bridger/Anticline 500 kV transm ssi on
projects, also known as Segnent 2D of the Gateway
West Project, has been in the Conpany's transm ssion
pl an since 2007. The Conpany's testinony on the need
for this Iine has changed materially through the
course of the proceeding.

The Conpany's initial application nmade
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clear that the transm ssion project was needed to

t ake advantage of the econom c opportunity printed by
the wind projects in eastern Womn ng and w t hout the
Wi nd projects transm ssion |ine would not be econom c
and woul d not be built at this tine.

The Conpany represented that the
transm ssion project had never been econom c until
now. The Conpany's application and supporting
testinony nmade clear that the transm ssion projects
and the wind projects were an econom c opportunity
for the ratepayers and that the conbi ned projects
woul d provi de substantial econom c benefits to
r at epayers.

Inits rebuttal testinony, the Conpany
changed its prior testinony that the transm ssion
projects are not needed unless the wind projects are
devel oped to a claimthat the need for the
transm ssion project is independent on the w nd
projects and that the transm ssion project wll be
built in 2024 in any event.

The Conpany has not provi ded any
reliability or economi c analysis or studies that
support this new claimof independent need for the
transm ssion projects now or at any point in the

future. The only study offered by the Conpany in
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support of this claimis a recent Decenber 2017

transm ssion alternative study conducted by the
Northern Tier Transm ssion Goup, referred to as
NTTG

The NTTG study specifically exam nes
transm ssion solutions for the future that includes
1100 negawatts of the Conpany's new eastern Wom ng
wi nd projects, a total of 1600 negawatts of new w nd,
and total of 3,200 negawatts of new generation in the
region overall. Notably, this study includes no
anal ysis of the need for any of the alternative
transm ssion projects independent of this assuned
wi nd devel opnent.

After nmy review of the Conpany's new cl aim
| concluded that the transm ssion projects can be
justified only in conjunction with the devel opnent of
significant new eastern Wom ng wi nd projects as all
of the studies that the Conpany has conducted or
referred to have shown. |f the econom cs do not
support the conbined projects today and the
transm ssion projects are not built now, the timng
of the devel opnment will be contingent on future
operati onal and econom c conditions as has been the
case in the Conpany's plans for nmany years.

Not hi ng presented in this docket has
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established the basis for the claimthat the Conpany

woul d ot herwi se prudently build the line in 2024.

The Conpany reasserts its claimthat there is an

I ndependent need for the transm ssion project inits
surrebuttal testinony, specifically asserts there's a
need to relieve existing congestion, that its ability
to deliver additional generation is constrained, and
that transm ssion projects are an integral conponent
to the long-termtransm ssion plan.

The Conpany offers no new evidence to
support this reassertion of this claim rather it
sinply offers a statenment of its prior limted
support of this claim Contrary to M. Vail's
assertion that | m sunderstood his claimof the need
for independent wi nd, his response only reinforces ny
conclusion that the new wind projects are precisely
the basis for the need for the |line.

Exi sting congestion in the systemis
nei ther an economc or reliability basis to support
the need for the line. To be clear, congestion is an
econom c issue, not a reliability issue. Congestion
exists in many transm ssion systens, and in sone
cases the econom c cost of congestion could justify
the investnent in transmssion facilities to relieve

t hat congesti on.
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However, in this case, the Conpany has

of fered no anal ysis of the econom cs of relieving the
exi sting congestion to support this claimnuch | ess
to denonstrate that the extent of congestion is in
any way commensurate with the cost of the
transm ssion project. At best, this is a mnor
addi tional benefit but not a primary justification of
the need for the line, and the Conpany has provided
no analysis to denonstrate this need.

The Conpany's claimthat the line is needed
t o accommpdat e new generator request to interconnect
directly contradicts its claimthat the need is
I ndependent of new generation. It is precisely the
nexus between new wi nd generation and the
transm ssion projects that nakes it clear that the
line is not needed absent new generation.

Lastly, the fact that the transm ssion
proj ects have been an integral conmponent of its
| ong-term pl ans does not prove need i ndependent of
new wi nd projects. The primary evidence of the
Conpany's claimis the NITG study that expressly
studi es the need presum ng 3,200 negawatts of new
generation will be added to the systemincluding 1100
nmegawatts of wind in eastern Wom ng.

The long-termplan is and al ways has been
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prem sed on the assunption that eastern Wom ng w nd

will be devel oped and will require new transm ssion
to support that devel opnent. The timng of the
transm ssion inextricably linked to the point in tine
when eastern Wom ng wi nd and the attendant
transm ssi on needed to deliver that wind is deened by
this Conm ssion and others to be in the economc

I nterest of ratepayers.

I will now shift to talk about the criteria
for econom c opportunity projects. The Conpany has
of fered the conbi ned projects as a uni que opportunity
for the Conpany to devel op these projects and receive
PTC benefits, resulting in | ower power costs to
ratepayers. As | described earlier, the conbined
projects are different than typical resource
deci si ons based on need for capacity.

The justification of these projects is
econom cs, not reliability, representing an
opportunity to |l ower cost to ratepayers. The
conbi ned projects are not the | east-cost, |east-risk
alternative to neet a defined resource need.

The Conpany has asserted that these
projects offer a high likelihood of significant
benefits to ratepayers. 1In the context of this case,

in ny view, a 50/50 proposition is not acceptable. |
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have exam ned the potential for adverse outcones to

nore fully explore the downside risks and seek
assurance of much hi gher probability of significant
benefits to ratepayers.

|'ve exam ned the projects' economcs to
determ ne whether the results are sufficiently robust
to be beneficial to ratepayers across the full range
of market and policy outcones, and they are aren't.

The Conpany's attenpt to shift to the
resour ce- need approach from an econom c-opportunity
perspective includes a shift away fromthe Conpany's
prom se of high |ikelihood of significant ratepayer
benefits. The Conpany is seeking to have the
Conmm ssion place little weight on the scenarios that
produce negative benefits and have the Conm ssi on
over |l ook inportant downside risks of the projects.

In the case of an econom c opportunity, the
choice is different. The options are to pursue the
proj ect or not pursue the project. A choice to
pursue such a project should be done only if there's
a high likelihood of significant benefits to
rat epayers. The Conpany is proposi ng an approach
that provides ratepayers nuch | ess assurance of
significant benefits and significant |ikelihood that

rat epayers wll see no benefits at all.
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| am not proposing sone different |egal

standard of review rather nmerely that the
Commi ssion's public interest consideration should
I nclude the fact there is no traditional resource or
reliability need in the absence of econom c benefits.
| observe that the Conpany's current
estimte of the benefits fromthe conbi ned projects
has declined fromthe analysis presented inits
direct testinony last fall in several of the
price-policy scenarios including all of the | ow gas
price scenarios. The Conpany's current analysis
estimtes that the net ratepayer benefits across all
jurisdictions of the conbined projects for the
nine price-policy scenarios range froma net cost of
184 mllion to a net benefit of 635 mllion. The
Conpany' s anal ysis continues to show a net cost to
ratepayers in two | ow gas scenari os.

My testinony shows that the cost/benefit
margins in those results are not sufficient to assure
a high likelihood of significant benefits to
rat epayers even if you assune the Conpany's estimates
are reasonable. The | ow gas/zero CO2 scenario, the
Conpany' s anal ysis shows the $2.2 billion investnent,
prior to the renoval of U nta, would inpose a net

cost to ratepayers across all jurisdictions of
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184 mllion, resulting in a ratio of benefit to cost

of .92, neaning the Conpany's viewis that the tota
benefits are only 92 percent of cost.

The Conpany's analysis of its
nmedi um gas/ nmedi um CO2 scenari o shows net benefits of
$167 mllion with a resulting ratio of benefits to
costs of 1.07, neaning the Conpany's viewis that the
net benefits to ratepayers are only 7 percent of
total project costs. This value is nmuch |ess than
the return on investnent that the Conpany is seeking
Wi th ratepayers receiving |lower estinmated benefits
than the Conpany while continuing to bear nmany
I mportant risks.

In addition, these values include benefits
that | believe are specul ative or overstated, making
the actual values worse. The Conpany believes this
IS a reasonably sized cushion. | disagree with that
representation, particularly in light of the
significant risks that the Conpany seeks to | eave for
the ratepayers to bear.

The Conpany's own anal ysis shows that the
conbi ned projects have limted benefits relative to
project costs with two scenarios returning benefits
| ess than costs and three other scenarios show ng

very limted positive benefit/cost ratios. |
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presented a simlar calculation of the benefit/cost

ratios in the Conpany's w nd repowering proceedi ng.

The conbi ned projects show | ower
benefit/cost values in key scenarios than any of the
12 wi nd repowering projects including the one the
Comm ssion did not approve. The Conpany updated its
econom ¢ analysis reflecting the econom cs of the
conbi ned projects with the renoval of U nta. The
revi sed conbi ned projects net benefits are now | ower
in six of the nine price-policy scenarios. The two
| ow- gas scenarios that previously had benefit/cost
less than 1 are still net cost to ratepayers. Six of
the seven price-policy scenarios including the
Conpany's preferred nedi um gas/ nedi um CO2 scenari o
now have net benefits |ower than included in the
Conpany' s anal ysis presented in February. Overall
this nmeans the Conpany's econom c case i S now even
weaker .

The Conpany further nodifies its economc
benefits presentation by introducing a sinple
averagi ng of the results of its nine price-policy
scenarios, asserting that it is a risk-weighted
benefit analysis. This nethod -- using this nethod
t he Conpany asserts that the risk-weighted val ue of

the conmbined projects is 210 mllion, which is
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$43 million nore than its medi um gas/ nmedi um CO2

scenari o result.

| disagree with the Conpany's
recommendation that this nmetric be used with the
Conpany's characterization of the netric as
risk-weighted. | will first discuss why | disagree
with using the netric and then discuss what | believe
IS a nore proper approach.

First, the Conpany's recommendation on this
metric is premsed on its argunent that the conbi ned
projects are |east cost, least risk needed to neet
capacity requirenents rather than the economc
opportunity decision that it is. The Conpany seeks
to apply this netric based upon actions on a
resour ce-need decision in the JimBridger Selective
Catal yti c Reduction system case.

| do not agree with the resource-need
argunent or the Conpany's attenpt to wal k away from
its prom se of high Iikelihood of economi c benefits
and shift to a netric that's now bei ng proposed by
t he Conpany.

Second, the only risks weighed in this
nmetric are the risks associated with natural gas
prices and carbon pricing. There's no attenpt to

factor in any other of the risks that the Conpany is
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asking the ratepayers to bear such as the cost ris

of the conbi ned projects, the energy production and
attendant PTC realization risk and others that | wll
di scuss.

Further, a sinple equal weighting of the
nine price-policy scenarios i s not supported by any
anal ysis presented in this case and does not refl ect
the nature of the risk that the ratepayers are being
asked to assune in this case. The inplicit
assunption that the each of the nine scenarios is
equally likely is not supported by any evi dence and
is not an assunption that | would recommend. The
Conpany asserts that its risk-weighted econom c
assessnent of the conbined projects is conservative,
citing issues including increnental REC val ues,
extrapol ati on net hodol ogy results anong ot hers.

The Conpany has presented no evidence to
quantify these issues and denonstrate that they
represent any material upside for ratepayers.
However, the Conpany omts any reference to the risk
I ssue -- risk issues that pose material downside risk
and | and other witnesses in this proceedi ng have
rai sed. This makes the anal ysis anything but
conservati ve.

One issue raised by Conpany in this context
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1 is absurd. The Conpany indicates it conducted _?a iu?g
2 it conducted the analysis assum ng the transm ssion

3 projects would be built in any event and shoul d be

4 treated as a sunk cost would show hundreds of

5 mllions of dollars in benefit.

6 This circular |ogic should be rejected. As
7 | have described, the Conpany has presented no

8 evi dence to support that claimthat the transm ssion
9 project would be built in 2024 even if there were no
10 w nd projects developed. |If the transm ssion
11 projects are ever to be built, the Conpany woul d need
12 to make an econom c case and cone before this

13 Conmm ssion for approval. A serious exam nation of

14 the adverse outcones is necessary to assure a high

15 | i kel i hood of benefits to ratepayers and to assure

16 that the downsi de exposure is |imted.

17 The conbi ned projects should be

18 sufficiently robust to be beneficial across the full
19 possi bl e range of reasonabl e market and policy
20 outcones and of all the risks that the Conpany is
21 asking the ratepayers to bear including those that |
22 have di scussed and the Conpany has declined to
23 eval uat e.
24 I wll now turn to tal king about the
25 el ements of the Conpany's anal ysis that overstates
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1 the benefits. | have identified three conponenti?%% >
2 t he Conpany's econom c anal ysis that overstate the

3 econom ¢ benefits of the conbined projects. Wen

4 adj ustnents for these factors are included the

5 several additional price-policy scenario results wll
6 have negative benefits for custoners.

7 First, the Conpany has assuned that

8 12 percent of the transm ssion project costs wll be
9 paid for by revenues fromthird-party transm ssion
10 rat epayers and therefore assunes that the ratepayers
11 here will only incur 88 percent of the cost. The
12 Conpany did not provide any forward-| ooking
13 I nformati on or any basis for the assunption that the
14 12 percent of the transm ssion project costs will be
15 paid for by parties other than the ratepayers -- the
16 retail ratepayers in the Conpany's system and t hat
17 the level wll persist over the |ife of the project.
18 This is a questionable assunption given the
19 uncertai nty about future plant closures and
20 devel opnent of energy resources in the area covered
21 by the transm ssion assets.
22 Second, the Conpany has omtted
23 transmi ssion costs fromthe analysis by truncating
24 the revenue requirenent at the end of the w nd
25 projects' lives. The full cost of the transm ssion
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projects should be included in the econom c anal ysis

of the conbi ned projects.

Third, the Conpany added a term nal val ue
benefit to its analysis of the value of the w nd
projects that are proposed to be owned by the
Conpany. The term nal val ue benefit was not included
in the Conpany's analysis presented in its direct
testi nony but has been added to its nethodol ogy in
suppl enental and second suppl enental direct. This
benefit was added only in the supplenental filing and
I's specul ative. Together these three conponents are
significant relative to the Conpany's asserted
benefits.

Absent these benefits, the only
price-policy scenarios that would show benefits of
the combi ned projects are the high gas scenarios and
t he medi um gas/ high CO2 scenario. Five of the nine
scenari os including the nedi um gas/ nmedi um CO2
scenari o have either no benefits or negative benefits
absent these three conponents.

The Conpany offers limted rebuttal to ny
critique of the third-party transm ssion revenues
sinply reasserting that historical basis on the
percentage of third-party usage of its system overal

IS reasonabl e estimate for future third-party
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revenues for this project over its life. The Conpany

di d not provide any support for this assertion, and
the premise that the transm ssion projects wll
provide service to third-party users of the systemis
whol 'y unsupported. G ven significant uncertainties
about the makeup and | ocati on of generation resources
in the future, this is unwarranted.

The Conpany did not dispute ny testinony
regarding om ssion of the transm ssion costs for the
full 62 years of the transm ssion projects' lives. |
continue to recommend that these costs be included in
the econom c anal ysis. The Conpany disputes ny
critique of the term nal value benefits, asserting
that the existing infrastructure would have sone
val ue.

This assertion ignores ny observation that
there's no evidence provided to support the val ue
postul ated by the Conpany, and there's not assurance
that the Conpany woul d be permtted to redevel op
these facilities in 2050. Overall the Conpany's
rebuttal testinony does not offer any evidence that
alters ny conclusion that the Conpany's econom c
anal ysis overstates the benefits and that the result
of any reasonabl e adjustnent of the Conpany's

estimated net benefits would result in at |least five
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of the nine price-policy scenarios show ng no

benefits to ratepayers and nost of the five show ng
materi al net costs.

Now, I'll turn to the Conpany's
transm ssion studies that they presented on. The
econom cs of the conbined projects rely on the
Conpany' s assertion that the proposed transm ssion
projects will allow for full delivery of all w nd
energy production. Based upon ny review of the
transm ssion studies provided by the Conpany, the
studies are still prelimnary, and there are a nunber
of issues that pose risk that delivery of the ful
wi nd energy output may be constrained or the design
and cost of the transm ssion projects nay increase.

The Conpany has provided two studies of the
Aeol us West transm ssion path transfer capability, an
Cct ober 2017 prelimnary study and a March 30, 2018
revised study. The Conpany al so provi ded system
I npact studies prepared in February 2018 for each of
proposed wi nd projects.

In ny direct testinony, | offered a nunber
of observations and critiques of the Cctober 2017
transfer imts study. Many of the critiques were
specific to the wind project configuration included

in the Conpany's initial application and are now not
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1 relevant to the proposal that the Conpany is now

2 proposi ng. However, two issues | discussed in that

3 testinony remain relevant to the application as it

4 currently stands.

5 First, the Conpany's plan to add the

6 Aeol us-to-Bridger/Anticline 500 kV transm ssion |ine
7 I ncreases the transfer limts across the Aeol us West
8 interface also required to use -- their proposal also
9 requi res the use of special operation protocols known
10 as Renedial Action Schenes, or RAS, RRA-S. At a high
11 | evel, RAS -- RASs are predefined operational
12 nmeasures such as automatically tripping w nd
13 generation, that will be taken during certain

14 operational situations or systemcontingencies in

15 order to main system security.

16 In addition, certain systemconditions wll
17 requi re redi spatch of eastern Wom ng thernal

18 generation to allow wi nd production to avoid

19 curtail ment, meaning periods of congestion will still
20 exi st even with the conbined projects in place. 1In
21 both studies the line by itself has only limted
22 I npact on the increase in the transfer limts. The
23 use of the Renedial Action Schenes are required to
24 achieve nost of the transfer |limt increase.
25 Further, | have noted that we have Conpany
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docunments that i ndicate that in sone circunstances

the use of the RAS schenes are inprudent. The
Conpany asserts that in this case the use of RAS are
reasonabl e and prudent. Beyond that assertion, the
Conpany has provided no reconciliation of these
conflicting statenments and no criteria to distinguish
bet ween prudent and i nprudent RAS utilization.

The Conpany's assessnent of the increase in
transfer capability with the addition of the
transm ssion projects are only its estimate of their
final transfer capability. The actual process of
defining path ratings is conducted by the WECC. The
process is also nuch nore extensive involving a WECC
study group and testing the interaction of the
nodi fied path with many ot her WECC pat hs.

The assunptions, nethods, and concl usi ons
of the Conpany's study nay not be consistent with the
ultimate assessnment in the WECC s process. Wile
this process won't be conplete for sonme tine, the
transm ssion projects and w nd projects nust be under
construction soon in order to qualify for PTCs.

If the WECC s study process has different
conclusions, it could result in the curtail nent of
wi nd and the | oss of custoner benefits or the need

for additional transm ssion upgrades and increased
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costs.

My review of the February 2018 system
i npact studies and the March 30, 2018 transfer
capability study reveal a nunber of issues that put
the ability of the transm ssion projects to deliver
the full output of the wind projects into question.

These issues include the March 30, 2018
study remains a prelimnary study wth additional
study requirenents identified as still needed to
conpl ete the assessnent.

This study found poor voltage and
unaccept abl e oscillations under sone conditions,
noting that follow up communications wth w nd
tur bi ne manufacturers needed to occur to resolve the
I ssues.

The March 2018 study included a nunber of
very different assunptions regarding the QF projects
included in the study and the extent of redispatch of
exi sting generation required, each having a nmateri al
bearing on the conclusions on transfer capability
across the Aeolus West interface.

The March 2018 study included several new
el ements in the transm ssion project that had not
previously been identified or included in the

Conpany's cost analysis. The March 2018 study
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i ndicated that alternative solutions to the dynamc
reactive devices required at Lathamwere still under
revi ew.

Wth respect to the QF project issue, the
March 2018 study used a different study approach in
consi dering the sequencing of projects in the
I nterconnecti on queue. The new assunptions included
a QFin alocation that caused | ess stress on the
Aeol us West interface, effectively inproving the
transfer capability result. Neither study explained
how t he assunptions related to the obligations to
sequence projects by queue position or why the
two studied used different assunptions in this
regard.

Finally, | observed that the
i nt erconnection restudy process included different
treatnment of the Ekola Flats and anot her project
ahead of that project in the queue while each project
had exi sting interconnection agreenents specifying a
requi renment that the Gateway South be in service.

In ny review of the system i npact studies,
| | earned that the Conpany does not intend to ensure
100 percent deliverability of the wind projects’
output. The Conpany intends to use network service

arrangenents which carry no assurance of ful
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delivery -- deliverability. This exposure to

potential curtailnments of wind generation under this
arrangenent could affect the energy and PTC benefits
contenplated in the Conpany's proposal.

Inits surrebuttal testinony, the Conpany
provi ded responses to sone of the issues | raised but
not all. First, regarding the designation of the
transm ssion study a prelimnary, M. Vail disagrees
that the prelimnary nature of the study is a
concern, but he does not dispute that there are
nunmer ous additional studies that wll need to be
conducted on the project. M. Vail's testinony notes
that the interaction between the new Aeol us West path
and several other paths in the area wll need to be
studied to ensure that there is no adverse inpacts
fromthe newline. At this point these studies are
not conpl et e.

Second, the Conpany's rebuttal clains that
t he poor and unacceptable results in the voltage
studi es have been resol ved, but the Conpany has
provi ded no evidence supporting this claim M. Vail
testifies that these results were a tuning problem
with the power plant controller at specific w nd
pl ant s.

He clains the i ssues have been resol ved and
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the results are avail able, but the Conpany did not

provide themwith their filing and did not suppl enent
responses to prior data requests seeking this
information. |In addition, M. Vail notes that there
are nore detailed studies currently being conducted
by outside consultants on these issues. These
studi es are apparently not conpl ete.

The third issue frommy prior testinony is
the changes to key study assunptions that inpact the
results. In particular | note that the revised
transfer capability changed the thermal generators
that were redi spatched to allow the new w nd
generation to nove over the Aeolus West interface.
The Conpany did not respond to this testinony. 1In
addition, | also noted the Conpany changed the
| ocation of the wind's Q- to a location that woul d
have significant less -- less of an effect on
stressing the interface. 1In response to this point,
M. Vail agreed that there was a change in the QF
assunption service but he states this change was made
due to specific terns of the interconnection
agreenents of the QF.

MR. LOMNEY: bjection at this point. It feels
li ke we're doing live surrebuttal testinony. He's no

| onger summarizing testinony he's filed in this case.
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We've been at it by nmy count for 40 mnutes at this

point. The procedural schedul e does not allow for
live surrebuttal testinony, and this was heavily
di scussed on the first day of the hearing, the
unfairness involved wwth new facts comng into

evi dence at this point in the case.

CHAIR LEVAR. M. Jetter, do you want to respond
to the objection?

MR JETTER. | think I will respond in tw ways.
First, all of the issues that we're running into here
of late information comng in are the result of the
Conpany continually changing the project. W've had
arguments before in this docket about inconplete
studi es, delays, waiting -- we were presented with
changes in the project as |ate as two weeks ago.

| believe we're nearing the end of
M. Peaco's introductory statenent. It is somewhat
| engt hy. However, he's covering issues that were
covered by a nunber of w tnesses -- M. Link,
M. Vail, and M. Teply -- fromthe Conpany. Hi's
i ntroductory statenment is significantly shorter, |
bel i eve, than the conbi ned introductory statenents of
t hose witnesses, so | would recomend that he be
allowed to continue his opening statenent.

CHAI R LEVAR  And, you know, as | | ook across
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the hearing the last few days as we've dealt with

t hese issues of new information. W' ve stricken
sonme; we've allowed sonme. | think I"minclined at
this point to allow M. Peaco sone |atitude to
descri be the surrebuttal responses to his earlier
testi nony.

So | don't think I"mready yet to cut off
his ability to do that. | note the concern, and at
some point if it starts to turn into a new round of
testinony, that is an issue at sone point we have to
cut off, but | don't feel we are there yet. So | am
going to allow M. Peaco to continue his sumrary.

DANI EL PEACO.  Thank you, M. Chair man.

Ckay. |I'mnot sure exactly where we
stopped here. |1'mgoing go back to nmy third i ssue on
this topic. Third issue fromny prior testinony is
changes to key study assunption that inpact results.
Particularly | noted that the revised transfer
capability study changed the thermal generators that
were redi spatched to all ow new wi nd generation to
nove over to Aeolus West interface. The Conpany did
not respond to this testinony.

In addition | also noted that the Conpany
changed the | ocation of the wind QFs to a | ocation

that woul d have significantly |less of an effect on
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1 stressing the interface. 1In response to this pZﬁ%ﬁ e
2 M. Vail agreed that there was a change in the QFs

3 assuned in service but he states that the change was
4 made due to the specific terns of the interconnection
5 agreenents of the CFs.

6 Hi s testinony reinforces nmy concern that

7 t he assunptions used by the Conpany in the revised

8 transfer capability analysis were nodified to all ow
9 nore wind to interconnect east of the Aeol us West
10 path. Regarding the fourth issue, that there were
11 new conponents added to the transm ssion project in
12 the | atest study that have not yet been eval uated for
13 whi ch no cost estimtes were provi ded, the Conpany
14 did not dispute that the new conponents were added or
15 changed.
16 However, M. Vail sinply states that the
17 cost was still wthin tol erance of the original
18 estimates. | found this response troubling as it
19 essentially acknow edges that the cost of these
20 addi ti onal conponents is already covered in sone sort
21 of contingency that the Conpany has not identified.
22 This | eaves ne to assune that the cost cited in the
23 Conpany's testinony are not specific to the
24 conponents actually included in the project and that
25 there is sone anount of cushion built into those
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nunbers that should be a concern to the Conmm ssi on.

Regardi ng the reactive device at Latham at
the time of ny |ast testinony, the Conpany was still
evaluating alternatives. M. Vail nowtestifies the
Conpany's evaluation is conplete and that
Paci fi Corp's transm ssion planning group determ ned
that the Static VAR Conpensator, or SVC, can be used
instead of a Static -- a Synchronous Condenser, or
STATCOM

The Conpany has not provided the results of
the recent studies or anything supporting this
conclusion. M. Vail does state that a third party
Is currently conducting an analysis to determne this
needed size of the SVC, but the analysis is not done.
He al so notes that inplenenting the SVC instead of
the STATCOMw || be | ower cost, but he provides no
cost information to even approxi mate the cost.

M. Vail also provided a response to ny
concern regarding the issue of whether or not the
wi nd projects are 100 percent deliverable. M. Vai
argues the interconnection studies are not intended
to denonstrate deliverability. He does not dispute
the need for additional studies to determne if the
projects are 100 percent deliverable.

In general, the Conpany's | atest testinony
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does not adequately address all of nmy concerns with

the transm ssion studies and confirns there are nmany
further studies needed to assure that all the
proposed wi nd projects can be effectively integrated
into the system and operate w thout constraints on
del i very.

The studi es they have provided so far were
structured using assunptions that appear to unduly
favor the application. They claimto have done sone
addi ti onal work but have provided no new evi dence and
have specifically noted nultiple studies that are
still ongoing or have not yet been conducted. In
addi ti on, the Conpany appears to still not know what
the final conponents of the transm ssion project wll
be or what these conponents will cost.

Lastly, | would like to turn to what | view
are the key risks to be borne by ratepayers. There
are a nunber of key risks that the Conpany's proposal
woul d have ratepayers bear. While the Conpany has
I ncl uded a nunber of assurances on risk that are
within its control, the conbined projects present
risks to ratepayers beyond those assuned, descri bed,
or anal yzed by the Conpany and beyond those the
Conpany has addressed in its risk-weighting.

The Conpany's proposal requires that
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rat epayers bear a nunber of significant econom c

ri sks and uncertainties. | believe it was
particularly inportant for the Conpany to explore the
magni t ude of any potential downside risk that the

rat epayers are being asked to assune if these
projects are to proceed. However, there are a nunber
of inportant risks where it has not.

| have noted that the three natural gas
price scenari os were skewed hi gh when conpared to the
then-current forward prices. Higher gas prices yield
hi gher estinmates of benefits of the conbi ned
projects. The Conpany has updated its natural gas
prices, but | continue to believe they are generally
overstated. | believe a sinple weighted average of
the three gas price scenarios skews the risk-weighted
anal ysis to higher project val ues.

I have noted that the Conpany relies on an
estimate of energy production that it represents to
have an equal |ikelihood of being higher or | ower
than the actual values, so-called P50 value. Inits
surrebuttal the Conpany reasserts its confidence in
its estimating techniques. However, it rejects any
capacity factor assurances or even conducting any
anal ysis of production scenarios. As we heard from

M. Link yesterday, the Conpany is not going to
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guarantee that the w nd bl ows.

The actual production in the first
ten years of the wind projects is particularly
I nportant due to the value of the energy and PTCs in
that period. Reason that production could be | ower
i nclude errors in the Conpany's estinmation nethod,
equi pnent i ssues, operation of RAS or other
curtail ment of output for systemconditions, and the
i nherent uncertainties in the strength of the w nd
resource over tine.

Certain of the transm ssion projects nust
be in operation by the end of 2020 to assure the w nd
projects qualify for PTCs. In response to this risk,
t he Conpany indicates that the wind projects could
achi eve interconnection to qualify w thout the
Aeol us-to-Bridger/Anticline |ine being conplete by
that tine.

In surrebuttal the Conpany has provided a
list of those transmssion facilities that are
required by the end of 2020. For these projects,
time is of the essence. Failure to neet the schedul e
on those facilities does pose significant risk to
rat epayers, particularly for any delays due to events
deenmed not wthin the Conpany's control.

For the remaining facilities, delay may not
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j eopardi ze PTC qualification, but system operations

woul d need to be altered due to | ack of a conplete
Aeol us West upgrade. The Conpany acknow edges this
operational but dism sses the significance of the
issue. | find the Conpany's assertion that the
500 kV line is needed by 2020 to be at odds with its
assertion it's not a material if it's not in service
by that tinme. Bottomline, there are material risks
left to the ratepayers to bear regarding the timng
of the conpletion of the conbined projects.

The cost of the Conpany owned wi nd projects
pose a cost risk to ratepayers that | and ot her
Wi t nesses have rai sed and the concept of the need for
hard cap on the bid costs reconmended by the Oregon
i ndependent evaluator. |In its surrebuttal the
Conpany indicates its unwillingness to provide the
hard cap or simlar cost certainty, despite its
decision to forego PPAs that offer price certainty.

This cost risk and the cost risk associ ated
with the transm ssion projects remain a material risk
that ratepayers are being asked to bear. Based on
these issues with the Conpany's econom ¢ anal ysis and
the added risk that ratepayers are being asked to
bear, | recomend that the Conpany's application for

t he conbi ned projects be denied. And that concl udes
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my summary.

MR, JETTER. Thank you, M. Peaco. That was a
little bit of a nouthful. 1'mgoing to bring you a
water if the Conm ssion would all ow.

DANI EL PEACO  Thank you.

MR. JETTER Wth that, | would tender M. Peaco
for cross-exam nation and questions fromthe
Conmi ssi on.

CHAIR LEVAR Did we get his testinony entered?

MR, JETTER. | believe you are correct. W have
not done that. The D vision would nove at this tine
for entry of the direct, surrebuttal, and
suppl enental rebuttal and surrebuttal of M. Peaco.

CHAIR LEVAR. |f any party objects to that
notion, please indicate to ne.

' mnot seeing any objection in the room
so the notion is granted.
(Prefiled Testinony and Exhibits of D. Peaco
were received.)

MR, JETTER: Thank you. And now | w Il tender
M. Peaco for cross-exam nation and questions from
t he Conmm ssi on.

CHAI R LEVAR  Ckay. Thank you.

M. ©Moore, do you have any questions?

MR. MOORE: No questions. Thank you.
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CHAI R LEVAR: M. Russell?

MR, RUSSELL: No questions. Thank you.

CHAIR LEVAR M. Baker?

MR. BAKER No questions. Thank you.

CHAIR LEVAR. Ms. Hickey?

MS. HI CKEY: No questions. Thank you.

CHAIR LEVAR. M. Hol man?

MR. HOLMAN: No questions. Thank you.

CHAIR LEVAR. M. Mchel ?

MR MCHEL: | have a few. Thank you,

M. Chair.
CROSS- EXAM NATI ON
BY MR M CHEL.:

Q Good norning, M. Peaco. Is that how you
pronounce it?

A Yes.

Q My nane is Steven Mchel. I'mwth Wstern
Resource Advocates. Could you turn to your Direct at
page 49, line 766 and 67, roughly.

A I['"'msorry. The |line nunbers?

Q 766 and 767.

A " mthere.

Q There you testify that there is currently
no policy inposing a price on carbon em ssions.

Wul d you agree that there is carbon regul ation, by
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that | nean a cap and trade in the northeastern part

of the United States called the Regional G eenhouse
Gas Initiative?

A Yes, I'mfamliar wth that.

Q kay. And also California and sone
Canadi an provinces currently have a cap and trade
called the Western Climate Initiative?

A Yes.

Q And in the EU there's an em ssions trading

programgoing on -- is that right? -- in the European
Union for --

A. |I'"'mless famliar, but | understand that's
right.

Q kay. And the world's |argest CO2 program
was | aunched in China | ast Decenber. Are you
famliar with that?

A ' m not.

Q kay. Are you famliar with the
Paris Accord where 195 nations have signed an
International accord to limt CO2 em ssions in each
of their countries?

A Yes, | am

Q And the U S. did sign that Paris Accord and
al t hough the President has indicated his intent to

withdraw fromthat accord, that has not been done
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1 yet; is that right?

2 A That' s ny under st andi ng.

3 Q And Oregon has been considering a cap and

4 trade legislation this past year and there is

5 anticipation it wll be renewed next year?

6 A ["'mnot famliar with that.

7 Q Okay. Are you famliar with the

8 Salt Lake Gty resolution that was recently passed to

9 limt carbon pollution?

10 A No.

11 Q Ckay. Are you -- not sure how | ong you' ve

12 been in Utah, but under Governor Huntsman do you

13 recall that Utah was part of the Western Cinmate

14 Initiative which was a cap and trade program bei ng

15 designed for the Western United States?

16 A ["mnot real --

17 Q You're not --

18 A -- famliar with that.

19 Q -- famliar with that.

20 Ckay. So sunmarizing all that, would you

21 agree there are in fact quite a few policies in place

22 bei ng consi dered right now, either in place or being

23 considered now, to limt CO2 em ssions although

24 admttedly there isn't one currently in U ah?

25 A | guess that was nmy point. M/ point was
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nore to focus on things that had bearing on this

case.

Q kay. Could you turn to your March 16
testi nony.

A kay.

Q And page four specifically.

A | amthere.

Q At lines 56 through 64 you describe -- and
| believe you tal ked about this a bit in your
summary -- your recomrendation that the conbi ned
projects be denied now with the expectation that they
could be inplenented |ater as nore information was
known or nore circunstances were refined, if you
will.

Do you see that testinony?

A | do.

Q kay. And just -- if the Comm ssion went
down that path that you're recommendi ng, would you
agree that nost or all of the PTC benefits would be
lost fromthis project?

A | do.

Q kay. And that's -- do you know t he anount
of benefit that that is?

A Not off the -- | don't know the nunber off

the top of ny head, but it's a signature conponent of
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1 the current benefit structure.

2 Q Wul d you accept that it's on the order of
3 a billion dollars, give or take?

4 A ['"'mnot -- you'd have to refer ne to the

5 nunber because |'m not sure whether --

6 Q Ckay. That's fine.

7 A -- what formof the nunber you' re quoting.
8 Q It's sonewhere in the record. And that

9 woul d certainly change the economi cs of the project
10 regardl ess of whether -- whatever your current

11 eval uati on of those econom cs are, those econonics

12 woul d be substantially |ess beneficial in the future
13 I f those PTCs were | ost?
14 A Right. But the point here is the
15 alternative is if you forego the PTCs now, you -- the
16 only way these projects are economc is with PTCs and
17 bets that high gas prices and high carbon prices are
18 realized, and so it's conceivable that if high gas
19 prices and high carbon prices cone to pass in the
20 future, those elenents may be sufficient in and of
21 thensel ves to make a nore beneficial case to
22 ratepayers at that tinme than we have today. R ght
23 now | think high gas prices and high carbon prices in
24 the near termparticularly are | ow probability
25 out cones.
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2 A ' msorry?

3 Q April 17 testinony.

4 A kay.

5 Q And at page eight -- and | believe you

6 described this in your summary as well -- describe

7 the conbi ned projects as an econom c opportunity; is

8 that right?

9 A What |line are you at?

10 Q Well, specifically line 47, 47 -- oh, 147.

11 I''msorry.

12 A Ckay.

13 Q Do you see that?

14 A Yes.

15 Q And you say that as an econom c opportunity

16 project there nust be a high |ikelihood of

17 significant benefits to ratepayers?

18 A Correct.

19 Q And by that, by an econom c opportunity

20 project, do you nean that in general system

21 reliability would not be inpaired or jeopardized if

22 the conmbi ned projects did not go forward? |[|s that

23 what you nmean by this is an econom c opportunity

24 project as opposed to a capacity need, for exanple?

25 A I"'msorry. Could you state the question --
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l"mnot sure if | followed your question.

Q Yes. Let ne try and rephrase. By an
econom ¢ opportunity project, do you nean in genera
that systemreliability would not be inpaired if the
conbi ned projects did not go forward?

A Yes, | think | stated that in ny opening
remar ks

Q You may have. But certainly costs to
custonmers coul d be inpacted dependi ng on whet her an
econom ¢ opportunity is taken or not?

A | guess |'mnot sure what you nean.

Q Wel |, that depending on the Conm ssion's
decision in this case, that will inpact -- that wll
have an econonmi c inpact on PacifiCorp custoners in
terms of higher rates or |ower rates over tine?

A Well, as | described in nmy opening remarks,
it'"s ny testinony that there's fairly little prospect
of significant benefits to be had fromthese projects
as currently proposed, and so whether they go forward
or not, there is likely to be better off than they
are to be worse off by not doing the project.

Q That wasn't ny question. M question was
whet her or not the Comm ssion's decision in this
case, although it may not inpact reliability, if it's

an econom c opportunity project as you described, it
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1 wi Il inpact the econom c position of PacifiCberige e
2 custonmers through higher rates or | ower rates

3 dependi ng on whet her the Conmm ssion determ nes that

4 the project offers econom c benefits or detrinents?

5 A I guess |I'mnot follow ng your questi on.

6 Q Still not follow ng nmy question?

7 A No.

8 Q "Il try one nore tinme and then I'Il give

9 up. As an econom c opportunity project, you would

10 agree that the outcone of this case is going to have
11 an i npact on Pacifi Corp custoners?

12 A | guess the focus of ny testinony is to say
13 that the real issue here is whether it does have
14 an -- present a net economi c opportunity to custoners
15 or not.
16 Q kay. But it will have an economc -- the
17 decision in this case is going to have an econom c
18 i npact, whether it's to maintain the status quo or to
19 not maintain the status quo? That's going to have an
20 econom c i npact on custoners?
21 A | presune. | guess --
22 Q kay. And you testified that as an
23 econom ¢ opportunity project, you suggest a standard
24 that says that the project should not be approved
25 unl ess there is a high likelihood of significant
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benefits. Do you see that?

A Yes.

Q kay. And what do you consider a high
l'i kel i hood?

A Well, first, | would state that that
phraseol ogy conmes out -- cones directly fromthe
Conpany's testinony offered in both the 39 and the 40
dockets here as to what they held out initially as
what they were offering custonmers. | would consider
a high likelihood nmeaning that across the range of
ri sks and uncertainties that we have confidence that
there's a limted downside risk and that that can be
managed and that the preponderance of anal yses,
particularly those that nost |ikely today should show
strength, and in particular ny viewis -- | tend to
wei ght -- put nore weight in the scenarios to the --
| ow gas/ | ow carbon scenari os.

Those are the ones that are nore consistent
with current conditions, and those cases perform
particularly poorly, and laying on top of that the
additional risk that we've identified, | feel |ike
there's a material downside risk in a nunber of these
cases that woul d be substantially adverse to
custoners, and that does not in any way conport wth

a high likelihood of custonmer benefits.
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1 Q Well, that wasn't exactly the kind of --

2 the concept that | was trying to ask you to respond
3 to, which is -- maybe | can deal with this through a
4 sinple exanple. [If the Conmm ssion expects that

5 approving these projects wll have an econom c

6 benefit for custoners, should it do so?

7 A I f the Comm ssion nmakes the determ nation
8 based on what it has before it in this record that it
9 feels that there's positive econom c benefits
10 sufficient to support the project, then they can do
11 t hat .
12 Q And your testinony is that they should do
13 that if that --

14 A My testinony --

15 Q -- if that is their determ nation?

16 A My testinony is that | don't feel that that
17 case i s nade, but they could reach a different

18 concl usi on.

19 Q And if they did reach that conclusion, then
20 the standard that you are proposing they apply is
21 that if they reach that concl usion they should
22 approve the project?
23 A Yeah, it's -- | think this case totally
24 hi nges on how likely there is for benefits to
25 cust oner s.
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1 MR MCHEL: GCkay. | think that's all | hZ?/gee. e
2 Thank you very nmuch, M. Peaco.

3 DANI EL PEACO  You're wel cone.

4 CHAI R LEVAR. Thank you, M. M chel.

5 I think it makes sense to take a recess at
6 this point before M. Lowney's cross-exan nation. So
7 why don't we recess until 1:00.

8 (A break was taken.)

9 CHAIR LEVAR. Before we nove to the next

10 Cross-exam nati on, we have reconsi dered the previous
11 ruling on M. Lowney's objection during M. Peaco's
12 verbal summary statenent. W conclude that a

13 fairness issue exists when the scheduling order does
14 not provide for live surrebuttal and a party adds new
15 material to the testinony sunmary w t hout first

16 requesting |l eave to do so, which would afford other
17 parties an opportunity to object before being

18 anbushed by new naterial .

19 We concl ude that any new i nfornati on stated
20 by M. Peaco verbally this norning that was not

21 contained in his witten testinony should not

22 properly be in the record at this point. W conclude
23 any information stated by M. Peaco this norning that
24 was properly a sunmary of his witten testinony is
25 already in the record through his witten testinony
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1 that was entered this norning, so consistent with

2 t hose conclusions, we strike the entirety of

3 M. Peaco's verbal statenent on the record this

4 nor ni ng.

5 And with that, we'll nove to M. Lowney's
6 Cross- exam nati on.

7 MR, LOMNEY: Thank you. And as a prelimnary
8 matter, | just want to | et everyone know

9 di stributed the cross-exam nation exhibits that we
10 intend to use, so the Conm ssion should each have a
11 copy of that. And one itemto flag, you'll note that
12 one of the cross-exam nation exhibits is on pink
13 paper. It was a data response that was referring to
14 hi ghly confidential attachnents. The text of the
15 data response itself that is in front of you is not
16 hi ghly confidential, and so it's acceptable.
17 CHAIR LEVAR: So nothing in these papers is
18 confidential or highly confidential?
19 MR. LOMNEY: Correct.
20 CHAI R LEVAR:  Thank you.
21 CROSS- EXAM NATI ON
22 BY MR LOMEY:
23 Q Good afternoon, M. Peaco.
24 A Good afternoon.
25 Q If we could start -- if you could turn,
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1 pl ease, to your supplenental rebuttal testinony, that
2 was the April testinmony on lines 121 to 122.
3 A ['"mthere.
4 Q And in the sentence that begins right at
5 the end of line 121 and then continues on to the top
6 of the next page, you say "The Conpany did not
7 descri be the incremental wind as fulfilling a
8 resource need," and you're referring there to the
9 Conpany's direct testinony; is that correct?
10 A Yes.
11 Q And then on lines 123 to 125, you testify,
12 quote, "In fact, M. Link specifically noted that the
13 resource bal ance anal ysis perforned in the 2017 IRP
14 showed no need for increnental capacity until 2028
15 and had no nention of FOTs as a factor."
16 Did you see that testinony?
17 A Yes.
18 Q And you cite in that as support for that
19 statenment down in Footnote 7, the direct testinony of
20 M. Link, lines 111 to 115.
21 Do you see that?
22 A Yes.
23 Q Do you have M. Link's direct testinony in
24 front of you?
25 A | do not.
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1 Q | can provide you an excerpt with thiza%25§2
2 on it.
3 Al right. And |I've just handed you an
4 excerpt fromM. Link's testinony that includes the
5 sel ected |ine nunbers you quote in this testinony,
6 and if we ook at those lines, Lines 111 to 115,
7 M. Link testified that "The | oaded resource bal ance
8 devel oped for the 2017 I RP shows that Pacifi Corp
9 woul d not require increnental system capacity to neet
10 its 13 percent planning reserve margin until 2028,
11 accounting for assuned coal plant retirenents and
12 i ncrenental energy efficiency savings and avail abl e
13  whol esal e power market purchase opportunities.”
14 Do you see that?
15 A Yes.
16 Q Is it your understanding that whol esal e
17 power mar ket purchase opportunities are also known as
18 FOTIs, or front office transactions?
19 A ["'mnot -- it's not clear to ne that's what
20 this is referring to. | nmean they are whol esal e
21 mar ket transactions, but | amnot sure that that was
22 what this testinony was referring to or not.
23 CHAIR LEVAR. | don't believe your mcrophone is
24 pi cki ng you up. Sorry.
25 DANI EL PEACO Ohn. Is that better?

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



http://www.litigationservices.com

HEARI NG DAY 3, DOCKET NO 17-035-40 - 05/31/2018

Page 123

1 CHAI R LEVAR  Yes.

2 DANI EL PEACO (Okay. Sorry. It's just two

3 subt| e shades of green.

4 Q What exactly is your understanding of a

5 front office transaction then?

6 A They are a specific type of whol esal e

7 mar ket pur chases.

8 Q But they are not whol esal e power narket

9 pur chase opportunities? |'munsure what the
10 distinction you' re nmaking here is.
11 A My only point here is the | anguage here is
12 nore general than identifying front office
13 transactions here, so it's not clear specifically
14 what he was referring to in this passage.
15 Q And you made no nention in your testinony
16 where you quoted this or referred to this testinony
17 to clarify that in fact he did tal k about power
18 mar ket purchases. You just didn't use the magi cal
19 term"FOIs." 1Is that right?
20 A Yeah, | didn't understand that he was
21 referring specifically to that.
22 Q Al right. Let's turn to Line 589 of your
23 suppl enental rebuttal, the same April testinony we
24 were just tal king about. That's on page 33 at the
25 very top.
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1 A ' mthere.
2 Q And the sentence that begins right at the
3 very top of that page states that the Conpany's
4 suppl enent al and second suppl enental direct testinony
5 i ncl uded, quote, "for the first tinme, an assertion
6 that the conbined projects address a resource need."
7 Do you see that testinony?
8 A Yes.
9 Q And then earlier in your supplenental
10 rebuttal testinony on Lines 168 to -69 you testify
11 that "The Conpany's shift to a resource-need approach
12 at this juncture in the case should be rejected.”
13 Does that sound like a fair
14 representation --
15 A I''msorry? Wat was that reference?
16 Q Line 168 and 169 in the sane testinony.
17 A Yes.
18 Q Now, your direct testinony was filed on
19 Decenber 5, 2017; is that right?
20 A Correct.
21 Q And there was a technical conference in
22 this case that was held on October 11, 2017; correct?
23 A Yes.
24 Q And you attended that conference; right?
25 A | did.
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1 Q Before that conference, the D vision

2 subm tted questions to the Conpany that they wanted
3 to have addressed at that conference; is that

4 correct?

5 A That's ny recollection, but it was a while
6 ago.

7 Q | can refer you to the docunent that | had
8 pl aced upon the witness stand. It's RW

9 Cross- Exhibit 5.
10 A | have that.
11 Q And this is a docunent fromthe D vision of
12 Public Uilities entitled Division of Public
13 Utilities questions for the Cctober 11, 2017
14 Techni cal Conference.
15 It's dated October 4, 2017; is that
16 correct?
17 A Yes.
18 Q And if | could direct your attention,
19 pl ease, to page two, and this is under the heading
20 Primary Questions. The third primry question DPU
21 want ed the Conpany to address was to "provide a
22 detail ed discussion of the reliability need for the
23 proj ect, as opposed to econom c benefits of the
24 project." Do you see that?
25 A Yes.
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1 Q And then if you could turn to the page In
2 t hat sane cross-exanm nation exhibit that's a

3 Power Poi nt slide entitled "Load and Resource

4 Bal ance,” and this was a slide that was provided by
5 the Conpany to the parties at that technica

6 conference; correct?

7 A | believe so.

8 Q And this slide shows the Conmpany's | oad and
9 resour ce bal ance based on 2017 I RP through 2036;
10 correct?
11 A Yes.
12 Q And it shows, doesn't it, that w thout
13 avai |l abl e FOTs, the Conpany has a capacity deficit in
14 every single year; correct?
15 A Correct.
16 Q And then the handout states, "The proposed
17 Wom ng wi nd resources are needed to reliably serve
18 | oad and reduce market reliance risk, an area of
19 concern raised by parties during review of the 2015
20 IRP." Do you see that?
21 A | do.
22 Q And this was provided to you roughly
23 two nonths before you filed your direct testinony;
24 correct?
25 A Yes. This was provide -- this was not --
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1 the testinony we talked -- referred to the Cbnp2%¥?§27
2 di rect testinony.

3 Q | guess to be clear then, it's not true the
4 Conpany shifted positions in its January filing when
5 at least two nonths before you filed your testinony

6 t he Conmpany expl ained to you that the conbi ned

7 projects were needed to neet a capacity deficit

8 identified in the 2017 | RP?

9 A There was an extended di scussi on about that
10 at that technical conference, but there was no
11 evidence in the record to that effect.
12 Q And that's the basis for your claimthat
13 t he Conpany changed its position?
14 A Correct. It was conparing the direct
15 filing to the January filing.
16 Q So you just ignored the technical
17 conference that was hel d?
18 A This information was not in the record, and
19 we had an extensive discussion about both the
20 transm ssion and the resource need, and it wasn't
21 clear to ne that there was any basis fromthis that
22 was driving the recomendation for these projects.
23 Q Now, you nentioned that this was not in the
24 record, but you did in your testinony describe other
25 events fromthe Cctober 11th technical workshop,
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1 didn't you? rage 128
2 A | probably did. | don't -- if you want --
3 Q But you just chose to not address this

4 particul ar issue?

5 A Well, this did not -- ny recollection from
6 this, it wasn't persuasive to ne that the -- the

7 point that | went to is after discussing this --

8 M. Link's primary testinony, we didn't neet capacity
9 until 2028. That was the punch |ine of their
10 assessnent. So how were we supposed to understand
11 t hat ?
12 Q | guess going back to what we just talked
13 about, M. Link's direct testinony said, "W didn't
14 neet capacity after accounting for avail abl e market
15 transactions”; correct? And that sane explanation is
16 set forth in this docunent you received at the
17 Cct ober 11 technical conference, and you chose to
18 ignore it and instead m scharacterize the Conpany's
19 case as havi ng changed positions in January; correct?
20 A | disagree with that representation, but |
21 under st and your poi nt.
22 Q kay. Let's nmove on. If you could turn to
23 Li ne 199 of your supplenental rebuttal testinony,
24 pl ease. This is describing the transm ssion
25 projects, and I'd like to focus your attention on
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sort of the second cl ause of the sentence that's on

Line 199, and it states, "Subsequent responses to
data requests confirmthat there's no reliability
need for the transm ssion project in the system
absent the new wi nd projects.”

Do you see that testinony?

A | do.

Q And, again, you cite to a response to
DPU 8.1 as the basis for that statement; correct?

A Yes.

Q And | notice that you did not attach that
response to your testinony, did you?

A | did not.

Q And if you could direct your attention,
pl ease, to the docunent |'ve given you that's | abel ed
RMP Cross- Exhi bit 6.

A | have that.

Q And that's the response to DPU Data
Request 8.1, isn't it?

A Yes.

Q And the request in this case in DPU 8.1
states that "During the October 11, 2017 technical
conference, the Conpany stated that the nost recent
area reliability study did not show a need for the

proposed transm ssion project to neet reliability
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1 standards. Please confirmthis statenent and provide
2 the nost recent applicable area study."”

3 Do you see that?

4 A Yes.

5 Q The Conpany's response is "The statenent

6 was i ntended to convey that the Conmpany is currently
7 in conpliance with the North Anerican Electric

8 Reliability Corporation, or NERC, TPL-001l-4 Standard,
9 Transm ssion System Pl anni ng Performance

10 Requirenents.” And the Conpany attached its nost

11 recent TPL-001-4 annual assessnent to that data

12 response; correct?

13 A Yes.
14 Q And if | could just direct your attention
15 to page two of this exhibit, I would note that this
16 is the attachnent that was provided. |It's a fairly
17 | arge docunent, so |I've only provided the first
18 coupl e of pages, and in sone places is nmarked
19 confidential. I'mtold it's actually a confidenti al
20 docunent, and certainly the sections |I'mgoing to be
21 referring to are not.
22 So this was the summary report for TPL 2016
23 Assessnent, provided -- or published on Decenber 9,
24 2016 that was provided to you in discovery; correct?
25 A Yes.
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1 Q And if you could turn to page three of the
2 exhibit, which is page five of the report, and this
3 is the Summary I ntroduction section. And if | could
4 direct your attention to the |ast sentence in the

5 first paragraph, which states, "The purpose of this
6 assessnent is to denonstrate that Pacifi Corp's Bul k
7 El ectric Systemis planned such that the

8 I nterconnected transm ssi on system can be operated

9 reliably over a wi de range of system conditions
10 throughout the 10-year transm ssion planning
11 horizon." Do you see that?
12 A Yes.
13 Q And then down, the first sentence of the
14 third paragraph says, "This assessnent takes into

15 account all planned projects that are expected to be
16 conpl eted and in-service for each study season.”

17 Do you see that?

18 A Yes.

19 Q Now, M. Vail's testinony in this case, his
20 direct testinony stated that the
21 Aeol us-to-Bridger/Anticline transm ssion |ine has
22 been included in this annual assessnment as part of
23 the Conpany's short-termand long-termplans to
24 dependably neet NERC and REC reliability
25 requi renments.” Correct?
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A Coul d you point ne to that.

Q Yep. And actually, the stapled package |
handed you that had M. Link's testinony in it also
has this page of M. Vail's. So it's the third page
of the handout | gave you. |It's direct testinony of
M. Vail at page 20.

A | have it.

Q Lines 461 to 466 is the section | just
qguot ed.

A | see that.

Q And so while you testified there's no
reliability need for this project, your testinony
fails to note that the Conpany's reliability studies
specifically do call for the construction of this
project to reliably nmeet the requirenents over the

next ten years; correct?

A Gve ne a mnute.
MR, JETTER. |I'mgoing to object to that
question. It assunmes facts not in the evidence. The

form of the question suggests that it calls for that
to be part of it, and | would suggest that an
accurate representation is that the study included
it.

CHAIR LEVAR: Coul d you repeat the question you

asked and respond to the objection.
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1 MR, LOMNEY: | guess the question is M. SZ?%%ASB
2 testinony is that there's no reliability for this

3 project. He cited to a data response that included

4 this study, and this study includes this project as a
5 conponent of the Conpany's short- and |long-term

6 reliability assessnents. |'mjust asking himto

7 confirmthat. He didn't attach this data request to
8 his testinony, and so | amjust wanting to clarify

9 exactly what it says.
10 MR, JETTER |'mokay wth that question as far
11 as it's included rather than calls for. | think
12 those -- that's a neaningful difference in howthat's
13 phrased.
14 CHAIR LEVAR.  (Ckay.
15 MR. LOMNEY: And that's fair. | have no
16 pr obl em
17 DANI EL PEACO. Coul d | have your question again.
18 Q | guess could you please confirm your
19 testinony stated there's no reliability need for this
20 project; correct?
21 A Correct. |ndependent of the w nd.
22 Q And you cited to this data response as the
23 basis for that statenent; correct?
24 A Correct.
25 Q And this data response states that this

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



http://www.litigationservices.com

HEARI NG DAY 3, DOCKET NO 17-035-40 - 05/31/2018

Page 134

1 project is included in the Conpany's |ong-term and

2 short-termplan to neet its reliability requirenents;
3 correct?

4 A Well, the caveat, the docunent you show ne
5 on page 66 of the docunent basically says that the

6 Gateway projects are coupled with assunptions about

7 novi ng wi nd across Wonming, and so | took fromthis
8 Is that the Gateway -- sensitivities that show the

9 Gat eway projects also included the planned w nd
10 proj ects.
11 My testinony was that there's no study that
12 we' ve been presented here or in our nost recent
13 request to show a study that | ooks at the need for
14 any of the Gateway projects absent any wi nd additions
15 in western Wom ng. M understanding of this report
16 is the Gateway projects were studied including the
17 assunptions of w nd generati on.
18 Q And what's inportant, though, is | think in
19 page 66 you referred to it states that there's a
20 sensitivity that considered accelerating the
21 construction of these projects from 2024 based on a
22 2021 heavy summrer case; correct? So this plan under
23 the normal course called for construction of the
24 Segnment D2 in 2024; correct?
25 A Yes. But you don't have here the
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1 under |l yi ng studying assunptions -- | nean | donl':)(%lge oS
2 have the part of the document here that states what's
3 In the base case.

4 Q Just to be clear, this project -- excuse
5 nme -- this study was conpleted in Decenber of 2016
6 bef ore these new wi nd projects were in devel opnent;
7 correct?

8 A That's not correct.

9 Q Well, the date on the docunent says 2016,
10 Decenber 20167

11 A But the Conpany started devel oping the

12 projects in 2016.

13 Q On what basis do you nmake that clain?

14 A Well, just to neet the Safe Harbor

15 requi rements they started devel oping the projects in
16 2016.

17 Q And that's the only basis for that

18 st at enent ?

19 A And the subm ssions to the NITG studi es.
20 The Conpany had submtted 1100 negawatts of wind to
21 be included in those studies in 2016. It included
22 nore wind in prior subm ssion to NTTG studi es.

23 Q And | guess this docunent, though, says
24 that new w nd nay accelerate the need for projects,
25 not dictate the need for the projects?
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1 A I"'msorry. Were did you read that? rage 19b
2 Q It's the page 66 you referred to we were

3 just tal king about, the sensitivity case that calls

4 for accelerating the construction of the projects

5 earlier than 2024.

6 A What it doesn't say is what the assunptions
7 were in the non-accel erated case, and |I'm assum ng

8 t he non-accelerated case -- that part of it's not

9 here -- has the wind comng in later than 2020.
10 Q And that's your assunption?
11 A That was ny -- that's ny recollection, but
12 | can't verify that because that's part of the
13 docunment that's not here.
14 Q And you agree the Conpany has testified
15 that if transmission line is built in 2024, it would
16 add al nost $300 million to each of the net benefit
17 cases for the projects -- for the conbined projects.
18 A Wll, that's an absurd statenent. You have
19 no justification for building this |ine absent
20 bui |l di ng wi nd, and we asked that question
21 specifically in discovery in Set 26, and the only
22 thing provided to us was the NITG study as the basis
23 for that, and that study plainly has 1100 negawatts
24 of wind presuned in the anal ysis.
25 And that's what | take today as the
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1 Conpany's nost recent statenent as to what the rage 13

2 justification is for the need of the |line independent

3 of wind and they -- you provided nothing that showed

4 us a study that didn't have any wind in it but the

5 Gat eway projects.

6 Q Well, the study we just tal ked about.

7 A No. | think I just told you is that |

8 bel i eve the 2024 version also has wind in it, but we

9 don't have that in front of us.

10 Q But you didn't attach it to your testinony,

11 t hough, or include any of this explanation, did you?

12 A That was ny conclusion fromreview ng the

13 study, and it was confirnmed by the nore recent

14  responses to request.

15 Q Al right. Let's nove on. |If you could

16 turn to your direct testinony, please.

17 A " mthere.

18 Q And page 25.

19 A " mthere.

20 Q On Line 380 and carrying over to Line 389

21 you describe concerns that you had with the

22 extrapol ati on net hodol ogy used by the Conpany in the

23 30-year analysis. Do you see that?

24 A Yes.

25 Q If I could direct your attention to
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_ _ Page 138
Li nes 1056 and 1058 of the sane testinony.

A ['"mthere.

Q And on Lines 1056 to -58 you again
reiterate that the |longer-term studies are
probl ematic; correct?

A Yes.

Q And then if you turn to lines 1088 of the
sanme testinony?

A Yes.

Q You reiterate that nmuch of the benefit of
the Conpany's analysis is derived fromyears 20 to 30
of the projects and that those benefits have been
estimated using an extrapolation analysis that is
problematic. Do you see that?

A Yeah. | just happen to note here this
| ooks like it's a remnant fromny testinony in 39
because it refers to the life extension period. So |
believe this statenent should be renoved because it
clearly was a remmant fromny 39 testinony.

Q | suspected that, and | don't actually want
to ask about the |ife extension piece of it. | just
wanted to confirmthat you were critical of the
extrapol ati on net hodol ogy used in the studies through
2050.

A. | was.
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_ _ Page 139
Q And we can go there, but | think it m ght

be easier to just have you agree that in your

April 17th testinony you reiterated quite extensively
the concerns that you had over those 2050 studies.
Wul d you agree?

What page are you referring to?

It's page 27.

> O »

Ckay. |I'mthere.

Q And on that page you claimthat the tine
period used for the extrapol ation nethodol ogy is not
representative of the period covered by the
extrapol ati on and you claimthe extrapol ati on
produces anomal ous results. You fault the
extrapol ati on net hodol ogy for not using the IRP
nodels. Do you see that?

A Yes.

Q If you could turn back one page to page 25
of your April 17 testinony, Table 1 shows
benefit-to-cost ratios you cal cul ated; correct?

A Yes.

Q And you nmade those cal cul ati ons using that
very sane 30-year analysis you have repeatedly said
IS problematic; correct?

A Correct.

Q And the benefit-to-cost ratios you
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1 cal cul ated show that in seven of nine scenarios the
2 conbi ned projects will produce net custoner benefits;
3 correct?
4 A That's the benefit/cost ratios that result
5 fromthe Conpany's analysis. That's correct.
6 Q Wul d you agree that if you were to take
7 the sinple average of all of those results, it's
8 roughly 1.09, indicating that on average the net
9 benefits are roughly 10 percent higher than the
10 costs?
11 A | haven't done that calculation. |
12 di sagree with the value of that cal cul ation then, but
13 "1l take your representation that that's what the
14 mat h produces.
15 Q Wll, | believe in your summary you testify
16 that you di sagree with that nethodol ogy of using a
17 si npl e average; correct?
18 A Yes.
19 Q And | believe when you did so you indicated
20 that is the Conpany's nethodology is that -- is ny
21 recol l ection correct?
22 A The Conpany's ri sk-wei ghted net hodol ogy?
23 Q Yes.
24 A The Conpany has used the risk-wei ghted
25 met hodology in its -- | think its last surrebutta
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1 t esti nony. rage 4t
2 Q If | could just direct your attention,

3 pl ease, to M. Link's surrebuttal testinony, page 60.
4 A Is that here?

5 Q | don't think that is in the handout |

6 provi ded you. Perhaps your counsel could provide you
7 a copy.

8 MR JETTER. Which set of Link's testinony?

9 MR. LOMNEY: This would be M. Link's

10 surrebuttal testinony.

11 MR JETTER That's the first round of

12 surrebuttal in this docket or second surrebuttal ?

13 MR. LOMNEY: That would be May of 2018.

14 MR, JETTER  Ckay.

15 M5. MCDOWELL: Justin, can | give this to hinP
16 MR, JETTER. Yeah. Thank you.

17 A Sorry. \Wat page?

18 Q Page 60.

19 A kay. |I'mthere.

20 Q If you | ook down on Lines 1344, that's

21 where M. Link calculated the 1.09 average that we
22  just discussed.

23 A | see that.

24 Q And then it begins on Line 1347 where the
25 Conpany describes in its testinony that the
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nmet hodol ogy that uses a sinple average to calculate a

ri sk-wei ghted benefit was actually the nethodol ogy
proposed by Division's expert witness in the
JimBridger SCR case. Do you see that testinony

t here?

A | see that.

Q And so, in fact, rather than being the
Conpany's proposal, this is DPU s proposal from a
prior case; isn't that true?

MR, JETTER. | object to that. | think that
m srepresents the facts in that docket.

CHAIR LEVAR. Do you want to respond to the
obj ecti on?

MR, LOANEY: Well, I'"mnot sure what is
m srepresenting the facts. |1'mnot 100 percent sure
how t o respond.

MR, JETTER In that docket the Division
proposed a wei ght ed-average nethod. The Conpany
response in testinony was that it didn't performthat
and couldn't performthat because it didn't believe
that each scenario is equally weighted or had any
specific risk value. The Division's witness in the
final surrebuttal in that docket then acqui esced that
was a way to do it. | don't think they recomended

It at any point.
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MR LOMNEY: | guess | would just say the

testinony speaks for itself. The quote here was from
both prefiled as well as testinony that was presented
live at the hearing by DPU s expert. So |I'm not
intending to represent what that expert was thinking.
I["mjust noting that's what was in the record in that
case.

CHAIR LEVAR: To deal with that objection, | do
not have that testinmony in front of ne. | don't know
that | can really deal with the objection
Wi thout having it in front of ne.

MR, LOMNEY: It's quoted in M. Link's testinony
Is where |'mreading it from

CHAIR LEVAR:. Ckay. And | haven't gone to
there. So what page are you on?

MR LOMNEY: [I'msorry. It's page 60 of
M. Link's surrebuttal testinony from May of 2018,
the last round of testinony that was fil ed.

CHAIR LEVAR. Do you have it on paper? It takes
me a mnute to get to it on the conputer. Sorry, |
just want to review this as consider the objection.

| think I"mgoing to allow a question based
on these statenents that M. Link has quoted.
M. Jetter will have an opportunity for redirect if

you want to clarify what you believe the Division's
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position was in that docket, but I'mgoing to allow

the question to be asked based on this.

Q And ny only purpose in asking the question
was just to clarify the record that this was the
recommendati on made by DPU s expert witness and that
was explained by M. Link, so it's incorrect to
characterize it as M. Link's opinion; correct,

M . Peaco?

A No, but it -- that's not the basis for ny
statenent. My statenment this norning which was
referring to what M. Link presented as risk-wei ghted
benefit in the surrebuttal testinony, so regardl ess
of whatever qualifier you put on it, that's a nunber
that was put before the Comm ssion as a risk-wei ghted
benefit in the surrebuttal testinony.

And that was what | was referring to this
nmorning in particular, and | was not party to this
docket or consultant with the DPU at the tine, and
this is not a nmethodology that | would reconmend to
apply to this case or any other case.

Q Al right. If we could turn back to your
suppl enental rebuttal testinony, please, page 35.

A ['"msorry? 35?

Q Yes. And this page contains two tables,

Table 3 and Table 4, and those reflect the updated
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1 net benefit calculations for the conbi ned projects;

2 correct?

3 A Yes, these are the Conpany's updated

4 benefit nunbers.

5 Q And if | could just direct your attention

6 to Table 4 first, that is the 20-year study anal ysis
7 that relies on the Conpany's |IRP nodels and I RP

8 pl anni ng hori zons; correct?

9 A Correct.
10 Q And woul d you agree that if you had
11 cal cul ated the benefit-to-cost ratios that we just
12 di scussed using the 20-year results, they woul d have
13 been higher in every single case?

14 A Perhaps. But you're probably right, but I
15 didn't conpute them because | felt the

16 20-year analysis were inconplete. They don't include
17 the full cost and benefits of the project, and so to
18 my mnd, a 20-year analysis is not a neaningful piece
19 of information to be considered in judging the val ue
20 of projects with nmuch I onger |ives.
21 Q But you don't disagree the results of the
22 20-year study show benefits in every single
23 price-policy scenario and in higher benefits than the
24 30-year studies --
25 A That's an interesting statenent --
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2 A -- but | don't think it's relevant to the

3 deci si on.

4 Q Between Table 3 -- | guess | should

5 clarify -- Table 3 shows the 30-year results that you
6 relied on for your benefit-to-cost ratios; correct?

7 A " msorry?

8 Q Tabl e 3 shows the study results that you

9 relied on for your benefit-to-cost ratios; correct?
10 A Correct.
11 Q And so between Table 3 and Table 4, there's
12 a conbi nation of four different study techni ques for
13 each of the nine price-policy scenarios; correct?
14 The SO nodel, the PaR, stochastic nean, the PaR
15 ri sk-adj usted, and the annual revenue requirenent
16 cal cul ation; correct?
17 A kay.
18 Q So there's 36 total study results presented
19 in these tabl es?
20 A Yes.
21 Q And of those, 34 of them show net benefits
22 to custoners; correct?
23 A As | said, none of the nunbers in Table 4
24 are of any value to ny way of thinking about val uing
25 the project, so we really have -- the 30-year
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anal ysis was the focus of ny testinony.

Q Now, your dism ssal of the 20-year study
results is at odds with the U ah i ndependent

eval uator's reliance on those very sane results;

correct?

A ["'mnot famliar with what he relied on. |
think -- I"'mnot famliar wth his analysis.

Q Do you have the independent evaluator's
report?

A | do not.

CHAIR LEVAR. |If you need a redacted copy, you
can take this, and | can share up here at the table.
Is that what you're | ooking for?

MR, LOMEY: Yeah, eventually we'll need an
unr edacted copy, but a redacted is fine for the
nonment .

CHAIR LEVAR Here's a redacted one.

MR, LOMNE