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1 PROCEEDI NGS rage
2 CHAIR LEVAR. Ckay. Good norning. | think

3 we'll start. W are on the record in Public Service
4 Conmm ssi on Docket 17-035-40, Application of

5 Rocky Mountain Power for Approval of a Significant

6 Ener gy Resource Decision and Voluntary Request for

7  Approval of Resource Deci sion.

8 Any prelimnary matters before we go to the
9 next w tnesses?
10 MR. SNARR  Excuse ne. | have a prelimnary
11 matter. Yesterday as we were concludi ng the hearing,
12 there were sonme questions posed by Comm ssioner Cark
13 to our witness, M. Hayet. M. Hayet has spent sone
14 time | ast eveni ng preparing response, responses, or
15 information in response to those questions. | think
16 it mght be nost efficient if we just re-call
17 M. Hayet to the stand and per haps Conm ssioner C ark
18 can reask what he's |l ooking for and M. Hayet can
19 respond because he's ready respond.
20 CHAIR LEVAR. Any objection fromany other party
21 Wi th proceeding that way?
22 kay. M. Hayet, will you take the stand,
23 and you're still under oath from yesterday.
24 PHI LI P HAYET: Ckay.
25 /11
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PH LI P HAYET,

called as a witness on behalf of the O fice, having
been previously duly sworn, was exam ned and
testified as foll ows:

EXAM NATI ON
BY COW SSI ONER CLARK:

Q Good norning, M. Hayet.

A Good nor ni ng.

Q So ny question related to statenents that |
thought | heard in your responses to questions from
counsel or it may have been your initial summary, but
t he substance of the statenent was that the
I ndependent eval uators had troubles -- | think was
your word -- with the PTC nodeling, and so -- and |I'm
going to confine the question to Uah IE s report, so
| just was interested in the basis for your statenent
if I heard it correctly.

A And | think you asked if I would find
ref erences --

Q Ri ght .

A. -- in the report, so |I've done that, and |
actually have copies | can give you if you're
interested or | can direct you.

Q | have the report in front of ne, so that

woul d be fine. Just sone references would be great.
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1 A Ckay. |I'musing the redacted version. rage 8
2 Q Ckay.

3 A And therefore the page nunbering is

4 different than the unredacted version. | would point
5 you to page 16 as a starting reference because --

6 just a note, the last bullet on page 16 is an attenpt
7 to explain that conparability between PPA and

8 bui |l d-transfer options are of the utnost inportance

9 to parties and to the IE. That sets the stage.
10 This was at the point of the devel opnent of
11 the RFP and subm ssion of the RFP and nmaki ng sure
12 t hat everything woul d be done consistently. So that
13 goes that point. The next reference | would turn
14 your attention to is page 59, and this is where there
15 was a January 9th conference call and both IEs raised
16 t he issue.
17 I"'mreferring to the second to the | ast
18 par agraph on the page, and in that paragraph it
19 di scusses the conference call where the IEs were
20 rem nded that in devel oping the nodels the PTC val ues
21 and benefits are included in nomnal dollars. So
22 that's an expression there of their concern about the
23 conparability between the BTA options and the PPA
24 options, and that led to the Oregon | E asking
25 Pacifi Corp to run a sensitivity case.
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1 Q Thank you. |I'mwth you. rage
2 A The next | would draw your attention to is
3 page 63, and on that page there's sone discussion of
4 results of sensitivity. There was a sensitivity that
5 iIs witten up here in which levelized -- |levelized

6 nodel i ng was done in conparison. In that case the

7 results are shown to be nore beneficial in this

8 sensitivity on the to-2036 but nore beneficial to the
9 PPA on the to-2050, which is what, in fact, was
10 di scussed in the repowering docket, is what the
11 Conmm ssi on decided, was to give their preference.
12 The second paragraph is where we | earn that
13 there's considerations of the interconnection queue
14 comng into play and how that had an effect in
15 ultimately limting the nunber of PPA options that
16 could be considered. The IE's -- the Uah IE,
17 because of this issue, actually requested an
18 addi ti onal PPA resource to be held on to the queue --
19 sorry -- on to the shortlist for further eval uation
20 because they wanted to give additional opportunity
21 for that PPA to be evaluated. But ultimately, again,
22 because of the interconnection issue that was
23 render ed noot .
24 The next page | would draw your attention
25 tois 64. 1'mlooking -- I"mcounting fromthe
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_ Page 10
bottom of the page to the third paragraph that begins

"The I Es on the other hand express sone frustration
that the bid selection process ended up being limted
to selection of only those projects with favorable
gueue positions.”

So, again, they have this issue; they
wanted a resource on the shortlist, really rendered
noot because of the favorable queue position issue.
And then there's sort of a wap-up on the issue on
page 78. And, again, keep in the back of your m nd
that now the |Es are aware there's little that can be
done. They are accepting the interconnection queue
issue limting the nunber of bids that can be
eval uated; there's really not nany PPAs that are on
the list that could even be considered.

And it may be helpful to read this whole
par agr aph which reads "Wth regard to bias the nost
obvi ous consideration is whether the process favors
one type of bid over the other. The IE was concerned
that the nature of the eval uati on nethodol ogy nay
favor BTA bids at the expense of PPAs. The results
of the initial shortlist, however, appear to prove
that this was not the case since the shortlist was
conpri sed on both the BTAs and PPAs.

"We |ater again raised the point after

Litigation Services | 800-330-1112
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1 bi dders provided revised pricing to reflect the rage L
2 i npacts of the tax bill that, since the value of the
3 PTCs had declined, our expectation was that the PPA
4 shoul d have hi gher net benefits.

5 “"Based on the conparison of BTA and PPA

6 proposal s using the base nodel, a few PPA options

7 actually did have hi gher net benefit val ues.

8 However, these proposals were not selected to the

9 final shortlist due to project queue position.
10 "We al so question the use of nom nal val ues
11 for the PTCs in calculating the portfolio evaluation
12 results. 1In addition, we question the termof the

13 eval uation, in other words, 2017 to 2036. CQur

14 concern was that all these factors could bias the

15 eval uation results toward BTA options in which

16 Paci fi Corp woul d be project owner and the cost would
17 be included in the rate base.

18 “"At the request of the IEs, PacifiCorp ran
19 30-year analysis as well as assessnents w thout using
20 nom nal dollars for PTC benefits. The results showed
21 the BTA and PPA for the nost conpetitive projects to
22 be close in value. W feel that there is perhaps a
23 smal | bias favoring BTAs based | argely on the val ue
24 attributed to the PTGCs."
25 So it's an expression that there is a
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o . ] Page 12
concern. The limtation of queue issue nmade rendered

it essentially nmoot. The results were fairly close.

It doesn't say anything about their evaluation

because they didn't conduct one of sol ar resources.
And the sane issue that exists with PPA

options, the PPA wi nd options, also exist with the

P- -- with the solar PPAs. So that's the points that

| was trying to bring across.

COW SSI ONER CLARK:  Thank you. | appreciate
your efforts over the evening to answer ny question.

PHI LI P HAYET: M pl easure.

CHAI R LEVAR. Thank you, M. Hayet.

PHI LI P HAYET: Thank you.

MR, RUSSELL: Chair LeVar?

CHAI R LEVAR  Yes.

MR, RUSSELL: Before we leave this topic, do we
have a copy of the redacted Utah IE report in the
record? | know that we've noved to admt it. |
don't know whether -- | know that it was attached to
M. Link's testinony, but what |'ve been using is his
confidential testinony, but is there a redacted --

CHAIR LEVAR. As | recall, since M. diver did
not have an attorney representing him | asked himto
summari ze, but we never had a -- | don't recall ever

having a notion to enter the redacted IE report into
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1 the record. It's on our website. 1It's been pos?%gi e
2 but I don't think it's been entered into evidence.

3 M5. MCDOWELL: Maybe | can help here. W, as a
4 part of M. Link's final testinony -- we submtted --
5 CHAIR LEVAR: Oh, it was an attachnent, yeah.

6 M5. MCDOWAELL: We submitted three attachnents --
7 nonconfidential redacted --

8 CHAI R LEVAR:  Yeah.

9 M5. MCDOWELL: -- confidential redacted, and
10 hi ghly confidential unredacted just to nmake sure all
11 bases were covered.
12 CHAIR LEVAR. Ckay. | renenber that now.

13 MS. MCDOWNELL: It's in the record as, | think,
14 his second exhibit.

15 CHAI R LEVAR. Does that satisfy your question?
16 MR. RUSSELL: Yeah, it is his second exhibit. |
17 just wanted to nmake sure that all fornms of M. Link's
18 testinony, because it is an attachnment there, were
19 accepted into the record. Since we have two
20 different versions with different page nunbers, |
21 think it's inportant.
22 CHAIR LEVAR. Yes. None of that was subject to
23 the portions that we struck fromM. Link's
24 testi nony.
25 MR. RUSSELL: Right.
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1 CHAIR LEVAR M. Snarr? rage 4
2 MR. SNARR: Yes. I|I'mwondering if there's no

3 further questions of M. Hayet, we would |i ke to make
4 sure that he could be excused so he can see what's

5 left of his week el sewhere.

6 CHAIR LEVAR. Sure. |If any party or

7 conmi ssi oner has reason not to do so, indicate to ne.
8 "' m not seeing any.

9 So thank you, M. Snarr and thank you,
10 M. Hayet.
11 PHI LI P HAYET: Thank you.
12 CHAIR LEVAR. Wiy don't we go to Uah C ean
13 Ener gy next.
14 M. Hol man.
15 MR, HOLMAN. So we had di scussed -- no? Ckay.
16 In that case we'll call Ms. Bowran to the stand.
17 CHAIR LEVAR. Ckay. Thank you.
18 Ms. Bowman, do you swear to tell the truth?
19 KATE BOAWAN: Yes, | do.
20 CHAI R LEVAR:  Thank you.
21 KATE BOAWAN,
22 called as a witness on behalf of U ah C ean Energy,
23 bei ng duly sworn, was exam ned and testified as
24 fol | ows:
25 /1
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1 DI RECT EXAM NATI ON rage =
2 BY MR HOLMAN:

3 Q Good norning, Ms. Bownran.

4 A Good nor ni ng.

5 Q Can you pl ease state your nanme and busi ness
6 addr ess, pl ease.

7 A Yes. M nane is Kate Bowran. M business
8 address is 1014 Second Avenue, Salt Lake City 84105.
9 Q And on whose behalf are you testifying
10 today?
11 A On behal f of Utah C ean Energy.
12 Q And are you the sanme Kate Bowran t hat

13 provi ded direct testinony on Decenber 5, 2017,

14 rebuttal testinony on January 16, 2018; surrebuttal
15 on March 16, 2018; and second surrebuttal testinony
16 on May 15, 2018 in this docket?

17 A Yes, | am

18 Q I f asked you the sanme questions today as
19 set forth in your testinony, would your answers be
20 the sane?
21 A Yes. But | would like to make two
22 corrections to ny second surrebuttal testinony filed
23 on May 15, 2018. This has to do with the UCE
24 Attachment A, Exhibit 3. The first correction woul d
25 be to ny testinony on |ines 307 to 308. The nunbers

Litigation Services | 800-330-1112
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1 74 billion and 231 billion should read 74 mIlion and
2 231 mllion, respectively. And the second correction
3 Is in the attachnent Exhibit 3, Cell B27 should be

4 corrected from 8762 to read 8760. And this change

5 doesn't result in material changes to the cells which
6 it inpacts which are referenced in ny testinony.

7 That's all.

8 Q And those are the only corrections you

9 have?
10 A Yes.
11 MR, HOLMAN: At this tinme | would |like to nove
12 to enter Ms. Bowran's testinony with the corrections
13 she nmentioned into the record.
14 CHAIR LEVAR. If any party objects to that
15 notion, please indicate to ne.
16 ' m not seeing any objections, so the
17 notion is granted.
18 (Prefiled Testinony and Exhi bits of K Bowran
19 were received.)
20 Q (BY MR HOLMAN) Ms. Bowman, have you
21 prepared a statenent today?
22 A Yes, | have.
23 Q Pl ease proceed.
24 A. Thank you. Good norning, Chairnman LeVar,
25 Comm ssi oner C ark, and Conm ssioner Wiite. | have
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. . Page 17
prepared the follow ng summary of ny testinony filed

on behal f of Uah C ean Energy. The purpose of ny
testinony is to outline policy considerations
relevant to the Conpany's application for approval of
a significant energy resource decision and nake
reconmendat i ons.

Proactive econom c investnents in energy
resources that protect ratepayers fromincreases in
future fuel costs and the consequences of carbon
regulation are in the public interest. The conbi ned
projects which take advantage of a limted tine
opportunity to use federal production tax credits,
are an opportunity to invest in | ower-cost resources
that will provide significant |ong-termbenefits and
avoid future risks for Uah ratepayers.

Utah Code Title 54, Chapter 17, Section 302
gui des the Comm ssion to consider whether a resource
will nost likely result in the acquisition,
production, and delivery of electricity at the | owest
reasonabl e cost, which is inportant, but also factors
i ncluding long-termand short-terminpacts, risk,
and, a final category, other factors determ ned by
the Commi ssion to be rel evant when ruling whether a
request for approval of a significant energy resource

decision is in the public interest.
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. _ . Page 18
By hel ping to decarbonize PacifiCorp's

energy systemand | everaging tax credits to acquire
these tax credits nore affordably for ratepayers, the
conbi ned projects will service as an inportant hedge
agai nst long-termcosts and risks stenmm ng from
i ncreased fuel and carbon prices.

Additionally, the 30 percent federal
I nvestnment tax credit creates a simlar opportunity
to acquire | ower-cost solar resources, further
mtigating long-termcosts and risks for ratepayers.
Several other parties agree that the solar RFP
results indicate that solar projects located in U ah
of fer benefits to ratepayers even in conjunction with
t he conbi ned projects.

The investnent tax credit creates an
i mredi ate opportunity to acquire solar resources at
| ower costs, and for this reason | ask the Comm ssion
to carefully evaluate the results of the solar RFP.
The conbi ned projects offer long-termbenefits to
rat epayers by providing fuel-free, carbon-free power,
avoi ding risks and costs associated wth future fuel
prices and carbon em ssions.

The risks and costs associated with fuel
prices are asymmetrical. Wile the future price of

fuel is unknown, there's potential for fuel prices to
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. . Page 19
ri se much hi gher above the Conpany's forecast than

there is potential for costs to fall |ower than the
Conpany's forecasts. The conbined projects will also
protect custonmers fromrisks related to carbon

em ssions and the inpacts of climte change. Prudent
deci si on-maki ng requires that we understand and
address the nounting costs of climte change and
continued carbon em ssions.

Scientific consensus shows a need to
drastically curtail carbon emssions in the near term
to avoid costly and catastrophic inpacts. A grow ng
nunber of countries including China and U S. states
have responded by inplenenting carbon pricing
policies or mechani sns.

These actions indicate that an increase in
future costs associated with carbon enm ssions is not
just possible, it is probable. This year the Utah
| egi sl ature passed HCR 7, Concurrent Resolution on
Environnental and Econom c¢ Stewardship. This bil
encour ages corporations and state agencies to reduce
em ssions and reinforces the inportance of
considering the risks of climte change on Ut ah
rat epayers when eval uating Pacifi Corp's proposal.

The future of carbon regulation is unknown,

and, once again, there's nuch nore potential for
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. _ Page 20
carbon prices to rise above the Conpany's forecast

than to fall below the Conpany's |ow forecast, which
in fact assunes zero costs on carbon.

As an exanple, |'ve used the Conpany's
carbon price forecast and information fromthe
Conpany's February 16, 2018 filing to estinate that
just reverting to the Conpany's conservative carbon
price forecasts fromJune 2017 as opposed to the
updat ed carbon price forecasts filed on January 18,
2018, would result in an additional 74 to 231 mllion
in benefits to ratepayers.

There's significant costs and risks
associ ated with climte change above and beyond the
future costs of carbon regulation. The Conpany has
not accounted for value of mtigating the climte
change and its associated costs for Uahns in its
anal ysis of the benefits of the conbi ned projects.

The status quo of continued carbon
em ssions will results in changes that inpact
el ectricity generation and are likely to increase
costs for Utah ratepayers specifically. Scientific
research anal ysis predicts higher tenperatures, nore
severe heat events, a rise in the incidence of forest
fires, and disruptions in seasonal water

avail ability.
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Conti nued carbon em ssions wll also inpact

the health and wel | -being of U ahns generally through
i npacts that include ground-|evel ozone, econonic
consequences, job | osses, and increased droughts.

The conbi ned projects are an inportant step
towards a | ow carbon energy portfolio. The w der
|l ens of Utah Code Title 54, Chapter 3, Section 1
I ncl udes "as a consideration for determ ni ng whet her
charges demanded by a public utility are just and
reasonabl e" the inpact on the well-being of the state
of Ut ah.

The conbi ned projects are in the public
interest due to their ability to provide long-term
benefits, avoid risks for custonmers, and reduce
carbon em ssions, and the PTC all ows our Utahns and
rat epayers to realize these benefits at | ower costs.

In summary, Utah C ean Energy supports the
conbi ned projects with the inclusion of the Ofice's
recommended consuner protection provisions to
saf eguard benefits for ratepayers.

Further, we strongly encourage careful
consideration of the results of the solar RFP to take
advantage of tinme-limted opportunities to acquire
solar at a reduced cost and to increase the benefits

and further reduce the risks of the conbi ned
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proj ects.

That concl udes ny statenent.
MR. HOLMAN: Ms. Bowman is available for
cross-exam nati on, questions fromthe conm ssioners.
CHAIR LEVAR. Ckay. Thank you.
M. Mchel, do you have any questions for
Ms. Bowman?
MR MCHEL: | don't have any questions. Thank
you, M. Chairman.
CHAIR LEVAR. Ms. Hickey, do you have any
guestions for her?
M5. HI CKEY: No thank you, sir.
CHAI R LEVAR.  Thank you.
Ms. McDowell or M. Lowney?
MR. LOMNEY: The Conpany has no questions for
Ms. Bowran. Thank you.
CHAIR LEVAR. Ckay. Thank you.
M. Russell, do you have any questions for
Ms. Bowman?
MR, RUSSELL: | do.
CROSS- EXAM NATI ON
BY MR RUSSELL:
Q Ms. Bownman, are you -- | ran across an
article that was rel eased yesterday eveni ng that

maybe you' ve seen and maybe you haven't, but it
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1 reports a Trunp adm nistration plan -- | may getP? %533
2 wong -- that at least as it is in the planning

3 stages seeks to force conpanies to -- to order grid
4 operators to buy electricity fromstruggling coal and
5 nucl ear plants to keep those operating even if they
6 are not econom c.

7 Have you seen that report?

8 A ['"'m not aware of the specific report or

9 article you're referring to. | have seen over the
10 course of the year a nunmber of efforts to do
11 general ly what you've described. There are a nunber
12 of different nechanisnms, and as far as | know, none
13 of them have thus cone to fruition.

14 Q Yeah, and as | indicated, this is an

15 article talking plans that are currently in rule. |
16 guess ny question to you is, how, if at all, the

17 reports that I"'mreferring and the ones that you' ve
18 run across may affect your testinmony? And | wll

19 caveat that with | realize that it's difficult to
20 answer that questions because they are just reports
21 and we don't have specifics yet.
22 A Sure. Well, you know, | will say
23 there's -- as far as | know, you know, while none of
24 the kind of plans have cone to fruition, and | think
25 It denonstrates the volatility and the difficulty of
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predi cti ng how t hese changes, kind of both due to the

current political environnment and then going forward
novi ng beyond the next four to eight years -- the
volatility of these events makes it difficult to
predi ct and to know exactly how carbon prices or
policies will be inplenented in the future. | think
for that reason it's especially inportant to protect
ratepayers fromrisk associated with changes in the
political environnent.

MR. RUSSELL: GCkay. Thank you. | have no
further questions.

CHAI R LEVAR.  Thank you.

M . Baker, do you have any questions for
Ms. Bowman?
MR. BAKER: | do. Thank you.
CROSS- EXAM NATI ON
BY MR BAKER

Q Good norning, Ms. Bownan.

A Good nor ni ng.

Q Just follow ng up on that conversation or
exchange you just had with M. Russell, is it fair to
characterize that the purpose of those plans is to
help -- one of the purposes of the plans is to help
stabilize the grid fromthe fear of intermttent

renewabl es and that traditional thermal generation
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1 hel ps provide resilience and reliability? rage 2
2 A Wt hout knowi ng the specific plan you're

3 referring to -- I've seen a few different plans, and
4 I think that purpose of the plans and the question of
5 whet her the plans will effectively achieve that

6 pur pose has been the subject of a |ot of debate.

7 Q So al t hough debat ed, one side of that

8 debate is the need for grid reliability; is that

9 correct?
10 A | believe the purpose of sonme of the plans
11 has been stated as a need for grid reliability, but
12 U.S. Departnment of Energy has also found in

13 conjunction with one of the many variations of these
14 plans that there is not a need for grid reliability,
15 i mm nent need for grid reliability upgrades or

16 reliability problem as descri bed.

17 Q Are you aware this year that -- or it mght
18 have been the tail end of |ast year that the

19 Departnent of Energy had proposed a plan that FERC
20 eval uated regardi ng favorable pricing for energy
21 generators that could maintain a 90-day supply?
22 A I"mgenerally aware of it. | don't believe
23 it was inplenented.
24 Q Correct. And in FERC not inplenenting that
25 specific plan, are you aware that they had noted that
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they were going to open the docket to study the

reliability inpacts and find ways to shore up the
grid with thermal resources?

A I"mnot aware of the specifics of the
deci si on.

MR. BAKER. (Okay. Thank you very nuch.

CHAI R LEVAR  Thank you, M. Baker.

M. Snarr, do you have any questions for
Ms. Bowman?
MR. SNARR No questions this norning.
CHAIR LEVAR: (Ckay. Thank you.
Ms. Schm d?

M5. SCHM D: No questi ons.

CHAI R LEVAR  Conmi ssi oner C ark?

COMWM SSI ONER CLARK:  Good norning, M. Bowman.

KATE BOAWAN: Good norni ng.

COMM SSI ONER CLARK:  You encouraged us in your
summary to examne the results of the solar RFP
Were you referring to the Conpany's 2017S RFP?

KATE BOAWAN:  Yes.

COMWM SSI ONER CLARK:  And do you know the status
of the RFP?

KATE BOMWAN: | believe it's under appeal -- oh,
sorry. The solar RFP?

COMM SSI ONER CLARK:  Correct.
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1 KATE BOMWAN: [I'mnot famliar with the rmsl;’age “f
2 recent status.

3 COMWM SSI ONER CLARK:  So you woul dn't know

4 whet her or not the Conpany chose not to sel ect any

5 bi ds under that RFP?

6 KATE BOAWAN: | haven't been personally invol ved
7 in tracking the status of the solar RFP, so |I'm not

8 awar e.

9 COMM SSI ONER CLARK:  That concl udes ny
10 questions. Thank you.
11 CHAIR LEVAR: (Ckay. Thank you.
12 Comm ssi oner White, do you have any
13 qgquestions?
14 COMM SSI ONER WHI TE: | have no questions. Thank
15 you.
16 CHAIR LEVAR. And | don't have anything el se.
17 So thank you for your testinony this norning,
18 Ms. Bowman.
19 KATE BOAWAN: Thank you.
20 CHAIR LEVAR. Anything further, M. Holmn --
21 MR, HOLMAN:. Not hing further.
22 CHAIR LEVAR -- from U ah C ean Energy?
23 MR, HOLMAN: Thank you.
24 CHAIR LEVAR: (Ckay. Thank you.
25 M. Russell or M. Baker, you're doing this
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witness jointly, | suppose.

MR RUSSELL: W are. UAE and UEC will call
Brad Mullins to the stand.

CHAIR LEVAR. Good norning, M. Millins. Do you
swear to tell the truth?

BRAD MULLI NS:  Yes.

CHAI R LEVAR.  Thank you.

BRADLEY G MJLLI NS
called as a witness on behal f of the UAE and Ul EC,
bei ng duly sworn, was exam ned and testified as
fol | ows:
DI RECT EXAM NATI ON

BY MR RUSSELL:

Q Good norning, M. Millins. Could you state
and spell your nanme for the record, please.

A My nane is Bradley Mullins. Last nane is
spelled Mu-I-1-i-n-s.

Q Can you tell us by whom are you enpl oyed
and gi ve us your business address, please.

A | am a sel f-enployed consultant. M
busi ness address is 1750 Sout hwest Har bor Wy,
Suite 450, Portland, Oregon 97201.

Q And on whose behalf are you testifying
t oday?

A I"mtestifying today on behalf of the
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Ut ah Associ ation of Energy Users and the Utah

I ndustrial Energy Consuners.

Q Did you prepare testinony that has been
prefiled in this case?

A | did.

Q And specifically did you prepare testinony
that was -- direct testinony filed on Decenber 5th
Wi th associ ated exhibits, rebuttal testinony filed on
Decenber 5th of 2017, and then rebuttal testinony
filed on January 16 of 2018 with an associ ated
exhi bit, and supplenental rebuttal testinony filed on
April 17 of 2018 with associ ated exhibits?

A Yes.

Q Ckay. And if | asked you the sane
guestions today that you responded to in that
testinony, would your answers be the sanme?

A They woul d.

Q Do you have any changes to make to your
testi nony?

A | do not.

MR RUSSELL: At this point, Chairman LeVar,
["ll nmove for the adm ssion of M. Millins's
testi nony.

CHAIR LEVAR. If any party objects to that

notion, please indicate to ne.
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1 | am not seeing any objection, so the rage b
2 notion is granted.

3 (Prefiled Testinony and Exhibits of B. Mullins

4 were received.)

5 Q M. Millins, have you prepared a sumary of
6 your testinony?

7 A | have.

8 Q Before you give that, it's nmy understanding
9 you haven't testified |ive before this Commr ssion.

10 If you can take -- very briefly introduce yourself to
11 the Conm ssioners so they can get a better sense of
12 who you are.

13 A Okay. So I'ma consultant. | represent

14 | arge custoner groups throughout the West. |

15 graduated fromthe University of Uah, so | have sone
16 background in the area and very pleased to be here

17 t oday.

18 Q kay. Go ahead and proceed wth your

19 summary i f you woul d.

20 A Good norni ng, Conm ssioners. As |

21 nmentioned, | appreciate the opportunity to be here

22 today to testify and on behalf of UAE and U EC on

23 Paci fi Corp's request for nmaking treatnent on the

24 $1.9 billion conbined wind and transm ssion projects.
25 From nmy perspective, the nost significant
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t hi ng about Pacifi Corp's proposal in this case is the

parties who oppose it. So representatives from al
rate classes, large custoners, the Ofice, the
Division -- all oppose PacifiCorp's resource proposal
and for a project.

CHAIR LEVAR. | usually don't interrupt. |

think you may have nade a brief statenent that

i ncluded a confidential material. 1'll just let
everyone know if we -- let's be conscious of that,
and i f soneone does, please junp in. | don't know

there's anything that can be done about this one but
just ask you to conscious of that in your sunmary.

MR, LOMNEY: Chairman LeVar, if | mght
interject, what we've kind of settled upon is we can
refer to it as around $2 billion, is the current
estimte, and that way we can refer to it in a
nonconfidential way but get the point across.

BRAD MIULLINS: Okay. |I'msorry.

MR, LOANEY: Thank you

BRAD MULLINS: | thought I was working under
that framework but okay.

So fromny perspective, the nost

significant thing is the parties who oppose it. W
have custoners fromall rate classes opposing the

project. For a project that's justified on providing
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1 econom ¢ benefits to custonmers, | think that's Jﬁme >
2 i nportant fact, and, you know, Pacifi Corp may devel op
3 its own view of what the future mght | ook Iike and

4  what risks mght be out there, but what it can't do

5 Is speak for custoners and their risk preferences.

6 And on behalf of |arge custoners, we view
7 such a significant investnent to be extraordinarily

8 ri sky. Based on our analysis, we view the |ikelihood
9 that the projects will provide econom c benefits to
10 custoners through reduced rates is slimto none.
11 Even in the nedium case in Pacifi Corp nodel --
12 Paci fi Corp's nodel, the conbined projects end up
13 costing ratepayers noney over the first ten years of
14 the study period, and | showed that in ny
15 suppl enental rebuttal testinony.
16 And if you go beyond that period, it's
17 really anyone's guess as to what the world m ght | ook
18 like. If you think back ten years ago, things |like
19 the EIM they naybe were in devel opnent or thought
20 about, but we probably couldn't have predicted what
21 ultimately has transpired with that.
22 And inportantly, this is not a circunstance
23 where systemreliability is at risk if the projects
24 are not constructed. The Wom ng w nd projects are
25 primarily energy resources, and they provide very
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. _ . _ Page 33
little capacity relative to the anount of investnent

i nvol ved, and in addition, you know, we've built out
Paci fi Corp's system over the years to have robust
access to different markets throughout the Wst, and
doi ng that wasn't w thout cost to ratepayers.

And, you know, fromthat, when Pacifi Corp
enters into front office transactions, there's no
capital involved in turning those transactions. So
fromthat perspective front office transactions are
much | ess risky than |locking in, you know, a 30-year
project at such a high price.

And, further, you know, ratepayers | ust
have no assurance that the underlying economc
benefits wll materialize, but in contrast,
Paci fi Corp has relatively high assurance that it wll
be able to earn returns on the investnent, and so
fromthat perspective, there's asymmetry which
rat epayers view to be probl ematic.

And, you know, in ternms of risks, I won't
go through all of the different risks that have been
outlined in the hearing. Previously -- |I'll touch on
a few One of themcertainly is | ow energy prices.
W're in a period where there's a | ot of renewabl es
com ng online and those are driving down narket

prices for electricity.
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W're also in an environnent where | oads

are declining, so we're seeing a lot of DSM W're
seeing a lot of private generation, and then,
further, we're in this transitionary period with
respect to the MSP, which creates a whol e range of
uncertainty.

So if PacifiCorp is to, in the future, nove
to a subscription nodel, the econom cs of these
projects froma Utah perspective are going to be
different than the economcs fromthe total system
and so when you consider all of those risks, you
know, it's really not an opportune tine to be naking
such a large investnent.

Wth respect to the econonmi c anal ysis, we
fundanental |y di sagree that there are benefits even
in using PacifiCorp's nmedium price forecast. In ny
suppl enental rebuttal testinony, | outlined a nunber
of adjustnents that we proposed to their nodel and
showi ng the projects ended up costing custoners
104 mlIlion on an NPVRR basis over the 30-year study
period, and that's before considering, you know, the
forecasting issues that have been identified with
respect to PacifiCorp's forward price curve.

And in ny direct testinony, | perfornmed an

enpirical analysis where | took every price curve
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that Pacifi Corp has issued over the period 2007

t hrough the present to figure out how accurate
Paci fi Corp's price groups have been in the past
because there's been a | ot of specul ati on about, you
know, "Ch, their curves are not accurate and it
appears that they consistently overstate narket
prices."

So ny anal ysis using the actual curve
Paci fi Corp's issued, has issued, you know,
conclusively determ ned that, you know, with the
hi gh -- very, very high percentage that PacifiCorp is
overstating -- the curves of PacifiCorp are
overstating market prices and that the overstatenent
Is greater the further into the future that the
forecast is made.

And so, you know, based on that, we
concluded that it's nore reasonable to rely on the
| ow price scenarios in PacifiCorp's analysis, if not,
you know, goi ng even further and adopting a scenario
of even | ower market prices. And, you know, in terns
of relying on the price curve, you know, this is not
sort of the first time we've seen proposals simlar
to this.

And in ny direct testinony | pointed to a

gas hedgi ng contract which was executed in 2012. It
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was a | ong-termgas hedge, and it was justified on

simlar ground as this proposal where the Commi ssion
was -- or there was a stipulation that Pacifi Corp was
only to proceed if the price of the hedge was better
than the forward price curve, and it's turned out
that that hedge has been extraordinarily costly to
rat epayers and i s expected over tine to result in
even greater |osses.

And so, you know, with that experience, I
t hi nk ratepayers are understandably concerned about
relying on PacifiCorp's price curves for an even
| arger, |onger-terminvestnent.

And then finally, turning to
conpetitiveness issues, you know, we're dealt with --
we have an RFP that, you know, is set up in a manner
that really could only lead to the selection of a
very limted set of resources. | think throughout
this hearing the Comm ssion is well aware of the
i ssues with the interconnection queue.

But | think kind of an inportant point from
nmy perspective is that, you know, while Pacifi Corp
had the foresight to go out and acquire the | ow queue
position resources, it didn't have simlar foresight
to go to FERC, for exanple, and seek a waiver of the

serial queue requirenents, which other utilities have
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done in the past. And so this issue is obviously

concerning to ratepayers.

And then with respect to the solar
sensitivity studies, PacifiCorp's -- its own nodel,
as you're aware in the nomnal studies in its nodel
showed that the best and final pricing fromthose
sol ar resources produced nom nal benefits that were
2.5 tinmes greater than the conbi ned projects.

And not only were the benefits greater, the
risk of those projects were also significantly |ower,
and | point that out in ny -- or | point out that in
ny suppl emental rebuttal testinony that, unlike the
conbi ned projects, where in the | owgas price
scenarios they were at cost, and for the solar
resources there was a benefit in the | owgas price
scenario. So in that perspective, we viewed themto
be much | ess risky.

And then turning to this issue of "Well,
maybe we could do both the wind and the solar,” well,
in PacifiCorp's nodel in the nomnal studies, if --
you know, after you do the solar projects, if you do
the wind as well, the increnental benefit was only
$11.2 mllion doing both. And so, you know, at | east
fromny perspective, undertaking a $2 billion

investment for potentially $11 mllion of benefit is
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1 not a prudent course of action. rage S8
2 So, you know, in summary, | would just |ike
3 to observe that, you know, this is a case where we're
4 dealing with really w de ranges of outcones, and

5 unli ke a rate case, there's no single revenue

6 requi renment benefit or cost that the Conm ssion has

7 to settle by going through each adjustnent in order

8 to make sure that the utility is adequately

9 conpensat ed.
10 You know, rather with such a w de range of
11 possi bl e outcones, it really ends up being just a
12 matter of opinion as to what the future m ght bring,
13 and where we're dealing with ratepayer benefits or

14 costs, at least | believe, the ratepayer opinions

15 shoul d carry the nost weight.

16 And with that 1'Il conclude ny sunmary, and
17 | ook forward to questions fromthe Conm ssion.

18 Thank you.

19 MR. LOMNEY: M. Chair, before we nove on to
20 cross-exam nation, | do have a notion to strike a
21 portion of M. Miullins's summary. He referenced a
22 FERC case and inplicated that the Conpany coul d have
23 sonmehow asked for a waiver of its interconnection
24 gueue position, and ny recollection is that FERC case
25 I's not addressed in his testinony.
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1 CHAIR LEVAR. M. Millins or one of your rage S%
2 counsel, if you could point to where that is in your
3 testinony, that would hel p us address the notion.

4 MR, RUSSELL: | think I'"lIl lTet M. Millins

5 respond.

6 CHAIR LEVAR. |If you need a nonent, we'll wait.
7 If a brief recess would help --

8 BRAD MIULLINS: | should be able to find it

9 qui ckl y.
10 CHAIR LEVAR | think it's an inportant enough
11 issue that it's worth taking a little tine to see if
12 it's there.
13 MR. RUSSELL: Do you have it, Brad?
14 BRAD MULLINS: Right. So on page 14 of ny
15 suppl enent rebuttal testinony, | say that | was under
16 the inpression or -- sorry -- | was under the
17 I npression that the Conpany would be able to --
18 CHAIR LEVAR. G ve us a nonent to get to
19 page 14. Do you have |line nunbers?
20 BRAD MIULLINS: Okay. And then on lines --
21 CHAIR LEVAR. | see. \Were you are.
22 BRAD MIULLINS: -- 283 to -- | guess through 289
23 | discuss that, you know, how the Conpany m ght be
24 able to equalize or mtigate the biddi ng advantage of
25 hi gher queue position resources. And that's what |
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1 was referring to there. You know, | obviously J?1$1§0
2 di scuss a wai ver there, so I'll leave that to the

3 Conmi ssion to deci de whether that exceeds this

4 particul ar paragraph.

5 CHAIR LEVAR: Wth that clarification,

6 M. Russell, do you want to respond to the notion?

7 MR. RUSSELL: Yeah, just very briefly having

8 skimed the section that M. Millins is referring, |
9 think his summary touches on -- the testinony that he
10 just referred to touches on the sane topic that his
11 summary included. While he did clarify that his
12 summary i ncluded sonething of, | guess, a flourish
13 about what Pacifi Corp could have done with that that
14 isn't specifically in his testinony, | think that's
15 what sunmaries are for but -- | guess that's how |'1]
16 respond.
17 MR, LOMNEY: If | may clarify, the language in
18 particular | believe that goes beyond the scope of
19 his testinony is the reference to sone unidentified
20 FERC case that provides authority for the information
21 that's included in this testinony. That was nowhere
22 cited in this testinony, and for himto reference --
23 suggest in his sunmary today that there's FERC
24 authority supporting his position is outside the
25 scope of his testinony.
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MR, RUSSELL: | think maybe M. Lowney has

m sunderstood the statenent in the summary. As |
understood it, M. Millins had indicated that the
Conpany did not go to FERC to seek the waiver that
he's referencing. He didn't indicate that FERC had

granted sonme wai ver or, you know, issued sone ruling

somewher e.
CHAIR LEVAR: | did hear himsay other utilities
have sought that waiver. | didn't hear whether he

said other utilities have been successful in seeking
that waiver. As I'mconsidering this objection, |
think I"'minclined to strike any references to the
exi stence of a FERC waiver. So | think it's
appropriate to strike those fromthe record.

Qovi ously, they are not stricken from sone
of our nenories, and that question, | think, is
possibly likely to come up during closing argunents
whet her there is such a waiver that is potential and
what standards might exist. | certainly think I
m ght be likely to ask about that during closing
argunents just for what it's worth.

But | think for purposes of this sumary,
the notion to strike is appropriate, so it's granted.

MR RUSSELL: Okay. We will nmake M. Millins

avail abl e for cross-exam nati on and conm ssSi on
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guesti ons.

CHAIR LEVAR. Ckay. M. Snarr, do you any
questions for M. Millins?

MR. SNARR: No questions?

CHAIR LEVAR: Ms. Schm d?

M5. SCHM D:. No questions. Thank you.

CHAIR LEVAR. Ms. Hickey?

M5. HI CKEY: No. Thank you.

CHAIR LEVAR. M. Hol man.

MR. HOLMAN:. No questions. Thank you.

CHAIR LEVAR M. M chel.

MR. M CHEL: Thank you, M. Chairman, just one
questi on.

CROSS- EXAM NATI ON
BY MR M CHEL:

Q M. Millins, in your sunmary you referenced
the option of the consuner advocates in this case as
justification for rejecting the proposed conbi ned
proj ects.

Are you aware that in other PacifiCorp
jurisdictions consuner advocates have supported these
proj ects?

A So | guess there's -- there are sone
exanples of that, so in Wonmng there's obviously a

stipulation that was entered into, and the consuner
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1 groups in that state, they accepted Pacifi Corp's

2 proposal, but | would note that, being that these

3 wi nd resources are actually located in Wom ng, that
4  those custoners have different interests than the

5 custoners in this state.

6 Because they are being built in Wom ng,

7 there's an expectation that they will bring a |lots of
8 jobs; there wll be taxes on the generation output;

9 there will be property taxes. And so there
10 definitely are different considerations there, and
11 then there's also the case in |Idaho, which | was
12 involved in, and the staff entered into a stipulation
13 wi th the Conpany where they agreed to a CPCN but they
14 did not -- there were still sone issues outstanding.
15 However, specifically a cost cap was not
16 addressed in stipulation and staff litigated that
17 particul ar issue. However, the other ratepayers
18 groups -- the industrials and the irrigators -- were
19 all opposed to the stipulation and to PacifiCorp's
20 proposal. And that case is fully litigated and they
21 are expecting an order in that case, | think, within
22 the next two nonths -- or | guess they don't a have a
23 deadline in that case, but there will be an order at
24 sone point in that case.
25 Q Do you know for a fact -- do you know for a
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fact that the location of the project in Wom ng was

the basis for the consuner advocate support of the
proj ect ?

A You know, | couldn't speak specifically to
why the consuner advocates in Wom ng supported the
proj ect .

MR. M CHEL: kay. Thank you. That's all |
have. Thank you, M. Millins.

CHAI R LEVAR  Ckay. Thank you.

Ms. McDowel |l or M. Lowney.

MR. LOWNEY: Thank you. Before we get started,
["1l have Ms. McDowel |l circulate the
cross-exam nation exhibits we intend to use.

CROSS- EXAM NATI ON
BY MR LOMNEY:

Q Good norning, M. Millins.

A Good nor ni ng.

Q If you could turn to your direct testinony
on page 5, please. | have sone questions about the
transm ssion projects to start.

A Did you say page 4 or 14?

Q Page 5.

A Ckay.

Q And at the very top of that page you

acknow edge that the transm ssion projects include
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Subsegnment D2 of the Energy Gateway Project. Do you
see that?
A Correct.

Q Little bit further down on that page, you
refer to the fact that other parts of the Energy
Gat eway Project have been constructed. Do you see
that? You refer specifically on line 11 to the
Populus to Termnal and Sigurd to Red Butte |ines.

A Yes.

Q And on |ine 12 you say "Both were expensive
and controversial." Do you see that?

A Yes.

Q And the only citation for that statenent is
a case in ldaho; is that right? You didn't cite
anything fromUtah indicating that those projects
were controversial in this state?

A | did not.

Q And woul d you agree that they weren't in
fact controversial in the state of U ah?

A I haven't reviewed the specific cases in
Ut ah on those.

Q Okay. Well, let's do a quick review If
you could turn to RWP Cross-Exhibit 23, please. This
Is the Public Service Comm ssion's Order in Docket

12-035-97, and this was a case where the Conpany
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1 requested CPN for the Sigurd to Red Butte |line, and
2 "Il read fromthe synopsis on the front page.

3 It says, "The Commr ssion approves an

4 uncontested settlenent stipulation and issues a

5 certificate of public convenience and necessity,

6 aut hori zi ng construction of the Sigurd-Red Butte

7 No. 2 345 kV transm ssion line."

8 Do you see that?

9 A | do.
10 Q And then if you could turn to
11 Cross-Exhibit 24, this is the Report and Order from
12 Docket 13-035-184. This is the Conpany's 2014
13 general rate case. And at the front the first line
14 of the synopsis says, "The Conmm ssi on approves a
15 conprehensive, multi-year, uncontested settl enent
16 stipulation.”
17 And then if you could turn to page -- | did
18 not include the entire order. |It's quite vol um nous,
19 but page four of the settlenment stipulation which was
20 attached to that order. Paragraph one says, "The
21 Parties agree that the Sigurd to Red Butte
22 transm ssion line investnent is prudent and cost
23 recovery will occur in Step 2 rate change.”
24 Do you see that?
25 A | do.
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1 Q So, collectively, at least with the ré3g¥a47
2 with the Sigurd to Red Butte line, there was no

3 controversy involving either the CPCN or rate

4 recovery in U ah, was there?

5 A | woul d observe the nere fact there's a

6 stipulation doesn't nean there wasn't controversy

7 surrounding the investnment, so -- but, you know, |

8 haven't gone through the record in these cases to see
9 what issues parties have raised.
10 But | do know the case in Idaho certainly
11 was very controversial, and wwthin the I RP context,
12 the Gateway proposal, since its inception, has
13 been -- | can represent that it has been very

14 controversial, that, you know, parties have -- a | ot
15 of parties have raised questions with it.

16 Q M. Millins, I"'mgoing to draw you back to
17 Cross-Exhibit 25, and let's talk a little bit about
18 the Populus to Term nal |ine, which you al so

19 specifically cite as a controversial |ine, again,
20 t hough, not in the state of Ut ah.
21 So Exhibit 25 is the Conmm ssion's order
22 from Docket 08-035-42. This is the Order granting a
23 CPCN for the Populus to Term nal Iine.
24 Do you see that?
25 A Ckay.
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Q And if you turn to page two of that order,

it indicates that "position statenments or conments
were submitted" -- | should be a little clear.
Page two, the first full paragraph that begins with

the statement "By our Scheduling Order,"” and about
hal fway down, there's a sentence that begins
"Pursuant to the Scheduling O der, testinony,
position statenents or comments were submtted by the
Division of Public Uilities, the Conmttee of
Consuner Services, and WRA."
Do you see that?

A | do.

Q And then on the next page, page three,
about the fifth line down by ny count, it says, "The
Comm ttee concludes that the factual support for the
assunpti ons upon whi ch Rocky Muntain Power bases its
claimthat these transmssion facilities wll serve
the public conveni ence and necessity, while mninal,
is legally sufficient to support the certificate."

Do you see that?

A | see it.

Q And t he next paragraph describes the
Division's position, and it states that the Division
believes that the facilities -- excuse ne -- that it

concludes it supports RW's decision to build a
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1 transm ssion line. Do you see that? rage 4
2 A | see it.

3 Q And then on page four it says, "WRA

4 specifically notes it does not oppose the

5 Transm ssion Line," at the very top second I|ine;

6 right?

7 A Sorry. Wat page was that?

8 Q Page four. | believe very top, the second
9 sent ence.

10 A | see that |ine.

11 Q Al right. So, again, the CPCN for the

12 Populus to Terminal in Uah at |east was not very

13 controversial, was it?

14 A Well, once again, | wasn't involved in this
15 docket, and | can't speak to all the issues that were
16 raised in this docket because | --

17 Q | understand that. | note that your --

18 A Hol d on.

19 Q -- testinony --

20 A So | do -- you know, as |I'mkind of reading
21 through, | do -- it looks like there are other issues
22 that were raised in this docket, and so, you know, to
23 say that it's not controversial on the basis of this
24 order, | wouldn't agree with that.

25 Q And just to be clear, you nade the
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statenent that both were expensive and controversia

with apparently not investigating any of these orders
in Uah, didn't you?

A | did not investigate this order. Correct.

Q Let's nove on. |f you could turn to page
ei ght of your direct testinony.

A Ckay.

Q Now, at the top of that page, beginning on

Line 1, you state "The analysis" -- you're referring
to the Conpany's analysis -- "suggested there was a
$530 million range of potential outcones."

Do you see that?

A | do.

Q Just to be clear, those nunbers that you're
referencing on Line 2 are fromthe Conpany's econom c
studi es using the I RP nodels through 2036; is that
right?

A So these woul d have been based off of the
analysis in PacifiCorp's direct testinony. So, yeah,
so there was no nom nal revenue requirenents
presented in that testinony, and | believe it was a
shorter tinme frame. Correct.

Q Vell, you cite to M. Link's Table 2
testinony, which you're correct was the 2036 study.

| do just want to clarify, there was a nom na
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1 revenue requirenment in the direct case. You don't

2 recall that?

3 A | don't think it's the same nom nal witten
4 requi renment study that was presented in the second

5 case, but that's -- subject to check I'll accept

6 t hat .

7 Q Okay. Thank you. And that wasn't the

8 poi nt of ny question anyway. | just wanted to nmake
9 sure the record was clear on that point.
10 If you could turn to page 30 of your direct
11 testi nony.
12 A Ckay.
13 Q And on Line 9 of that page, you al so,
14 again, reference the 20-year study period that was
15 used in the Conpany's direct case. Do you see that?
16 A | do.
17 Q Al right. If we could turn to page 37 of
18 your direct testinony, and I'd like to direct your
19 attention to Confidential Table 2, although I'm not
20 I ntending to asking you anything confidential. |
21 just want you to confirmfor ne, please, that the
22 nunbers that you were using in that table to
23 cal cul ate your adjustnents were taken off of the
24 20-year studies; correct?
25 A Right. So | guess the -- | guess --
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1 Q M. Millins, | just want to confirrnttﬁ?ge >
2 time period you' re using here. |1'mnot asking about
3 any of the particular adjustnments. | just want to

4 make sure you're using the 20-year studies that were
5 used in the I RP nodels.

6 A Yes. And | would like to explain why |

7 used those studies, which I think is appropriate. So
8 the -- right. So in the initial filing, PacifiCorp

9 had, | guess, different |evelization assunptions than
10 inits supplenental filings. | think the Conm ssion
11 Is aware, so it changed the way it treated PTCs.
12 There were term nal val ue anpbunts added in. And so
13 that's why | relied on those particular studies here.
14 Q So you relied on the 20-year studies in

15 Decenber because in January the Conpany changed its
16 nodeling? | nean, let's just be clear, your reliance
17 on the 20-year studies predated any change in the

18 nodel i ng that occurred in January; correct?

19 A. R ght.
20 Q You were presented with two different
21 studi es, 30-year and 20-year. You chose to rely on
22 t he 20-year.
23 A | did rely on the 20-year in this case.
24 Q If you could turn, please, to page 42 of
25 your direct testinony, and on lines 11 to 12 -- |
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1 guess it begins on line 9 through 12 -- you haveP%?e >
2 statenment, and the footnote to support that statenent
3 refers to testinony that was filed by M. Knudsen --
4 | may be m spronouncing that nanme. M. Knudsen in
5 the RFP docket. Do you see that?
6 A | do.
7 Q Isn't it also true M. Knudsen testified in
8 t hat sane docket that the 20-year evaluation horizon
9 was the horizon used in the IRP and that's the only
10 appropriate or conparabl e eval uati on horizon?
11 A So | can't speak to what he woul d have
12 testified to. The specific thing that I'mtalking
13 about here is the assunption about reduced |ine
14 | osses, so PacifiCorp included an assunpti on where,
15 you know, it assuned that |ine | osses would be
16 reduced as a result of the wi nd generation and the
17 transm ssion line. And, given that those projects
18 are so far away fromload centers, at |east ny
19 under st andi ng of what the analysis, what M. Knudsen
20 di d, he denonstrated that it wouldn't reduce |line
21 | osses and that, in fact, it would result in higher
22 line | osses.
23 Q Well, and if you turn to
24 RVP Cross-Exhibit 27 -- that's a brief excerpt from
25 the sane testinony you rely on for your testinony. |
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. . ] Page 54
would |ike to direct your attention to page 18 of the

testinony. Again, this is just an excerpt, but |ines
373 to 375 is the statenent that | just quoted.

And M. Knudsen, just to be clear, was a
UAE witness in that docket; correct? And he
testified that the IRP horizon is the only
“appropriate or conparabl e eval uation horizon" for
studyi ng these projects?

A Right. So | see he's testified to that
here. So I think there m ght be sonme confusion about
sort of the tinme horizon and the study assunptions.
So the issue fromnmny perspective is the use -- the
| evel i zed anal ysis that Pacifi Corp perfornmed, not the
time period that they perforned it over.

And, in fact, | would support using a
shorter tinme frame to anal yze econom c benefits so
long as it was analyzed in, | think, a nom nal basis
based on the actual inpacts to ratepayers. And if we
were -- if you're to do that, | think even in
Paci fi Corp's analysis, the benefits drop materially.

Q M. Millins, if | could direct your
attention, please, to RW Cross-Exhibit 22.

A Ckay.

Q And these are comments that you filed with

the Public Uilities Conm ssion of Oregon in
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_ _ Page 55
January of 2017 in Portland General Electric

conpany's | RP docket; is that correct?

A Correct.

Q And if you could just turn to page 12 of
t hose comments, please.

A kay.

Q At the very top of these comments there's a
headi ng of No. 3 that says "A 34-year Pl anning Period
is Too Long," and then further down on that sanme page
your comments indicate that "PCGE's IRP" -- that your
analysis of PGE's IRP was |imted to 20 years because
a 34-year planning period is, quote, "too |ong and
puts too nmuch wei ght on specul ati ve assunpti on about
di stant future conditions." Correct?

A Correct.

Q And then you also testified that a | onger
study period nay provide, quote, "sonme useful

i nformation, but nodeling portfolio performance that

far into the future is problematic.” Correct?
A So thisis -- it's not testinony so --
Q I'msorry. Your comments.
A | commented that, yes.

Q They weren't sworn statenents. And you
al so supplied conmments that "Forecasting conditions

far into the future is inherently specul ative."
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Page 56
A | did.

Q And then you say "For purposes of making
resour ces deci sions today, a twenty-year planning
period is sufficient to make inforned resource

deci si ons. |s that correct?

A Yep.

Q And you woul d agree that over the 20-year
| RP pl anni ng horizon that you used exclusively in
your direct testinony and that you use exclusively in
PCE' s 2016 I RP, the conbined projects provide net
benefits in every single price policy scenario;
correct?

A Right. So | think we're once again, kind
of conflating the issue of the study period and the
use of the |evelization techniques that Pacifi Corp
used in its supplenental direct testinony. So, you
know, | didn't agree with the way that PTCs were
bei ng | evelized, and while -- you know, the idea of a
termnal value, | didn't necessarily disagree with
that, my viewis if you're to view these projects --
if you're to anal yze the econom cs of these projects,
the best way to do it is on a nom nal basis.

You know, the reason why these |evelized

studies are used usually is -- it's really a nodeling

I ssue because it's hard to conpare resources that
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_ _ . Page S/
have different |ives, and so what you do is you

| evelize the costs so you can assign a cost per year
to those resources, but where you have -- and then
conpare themto the cost per year of other resources.

But where you have a discrete resource, at
| east ny viewis that the nom nal approach is better,
and | just observe that these studies here were

perfornmed on a nom nal basis, and while | advocated

for a shorter period -- and, in fact, | even said
they should | ook it over a ten-year period here -- it
woul d still be a nom nal anal ysis.

And if you were to | ook at PacifiCorp's
study over a ten-year period, as | nentioned in ny
openi ng remarks, that would actually be a cost to
custonmers even using all of PacifiCorp's assunptions.

Q And just one quick gquestion on that
statenent you just made -- little bit out of ny order
here, when you refer to the first ten years, you're
referring to the period from 2017 to 2027; correct?

A I think it was 2018 t hrough 2027.

Q And that's not the first ten years of
project lives, is it?

A Ri ght, yeah, because the -- because the net
present val ue was cal cul ated back to 2017, the study

period actually begins in 2018 So if you | ook at
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. . Page 58
the first ten years -- so the first three years

there's not nuch activity, so that's a point taken.

Q If you ook at the first ten years of the
actual project lives, so 2000 -- the study through
2030, you would agree there actually are net benefits

to custoners; correct?

A | could do that cal cul ation, but probably
not on the stand. It would probably be pretty cl ose
to --

Q It's actually fairly easy to do. W can do
it right now If you could turn to your testinony

pl ease, where you quote that nunber for 2027.
CHAIR LEVAR M. Lowney, could you, for our

recollection, remnd us where we are in his

testi nony.

MR, LOMNEY: It would be on page -- this would
be the April testinony, and this would be on page
six, Figure 1.

Q And when you cal cul ate through 2027 in the
nmedi um gas case, M. Millins, you cal cul ated net cost
of $77 million. Do you see that?

A | do.

Q If you ook at M. Link's second
suppl enental direct testinony on page 20, he has a

Fi gure 1SS that indicates the annual revenue
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1 requi renment anmounts for each of the years. rage Y

2 A | don't have that in front of ne.

3 Q Okay. Perhaps your counsel could provide

4 you with a sheet or | could just represent to you

5 that the nunbers on this figure for 2008 is

6 $56 million for 2000- -- these are net benefits, |

7 should say, $56 nmillion.

8 A That's present value or --

9 Q Present val ue.

10 CHAIR LEVAR  Coul d you give us specifically

11 where -- which exhibit to which testinony.

12 MR LOMEY: I|I'msorry. It's M. Link's page 20

13 of his second supplenental direct testinony. That

14 was in February.

15 Q So 56 mllion in 2028, 85 mllion in 2029,

16 and 91 mllion in 2030.

17 A kay.

18 Q And so if you had --

19 MR, RUSSELL: Can | have counsel repeat that.

20 I"'mtrying to check it. I'ma little behind in

21 getting to the testinony here.

22 MR LOMEY: So it's 56 mllion in '28,

23 85 mllionin "29, and 91 mllion in '30.

24 Q And if you add those two nunbers up and

25 subtract 77, it's greater than -- it provides a net
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1 benefit; correct? rage o
2 A Fair enough. Fair enough. | just observed
3 that -- well, yeah, point taken so --

4 Q Now, I'd like to nove on to tal k about your
5 gas price forecast testinony. So if we could just

6 turn, please, to your supplenental rebutta

7 testinony. This would be the April 17 testinony,

8 page 26. And that would be Table 1 at the top of

9 that page. Do you see that?
10 A | do.
11 Q And this summari zes your -- the proposed
12 nodel i ng adj ustnments that you recomend to the
13 Conpany's results; correct?
14 A Correct.
15 Q And one of the adjustnments you nmake is
16 based on the approxi mate i npact of the declining
17 mar ket prices. Do you see that?
18 A | do.
19 Q And that's an $88 mllion adjustnment --
20 A Correct.
21 Q. -- one of your larger ones; correct?
22 And if you could turn to -- | guess it's
23 page 28 on |ine 566.
24 A Ckay.
25 Q You nake reference to the fact the Conpany
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. , Page 61
has received nore recent third-party forecasts. Do

you see that?

A | do.

Q And then we're going to tread on
confidential material. M hope is we can avoid
having to cl ose the session, but obviously if you
need to go to confidential to answer one of ny
guestions, we can neke that happen.

And you refer to the fact that there's a
forecast that was received, and the particular nane
of the forecast is confidential so | won't say that.

And then you chart the results of that
addi tional forward price curve relative to the
Conpany's nmedium and | ow case fromthe Decenber
official forward price curve; is that correct?

A Correct.

Q You claimthat based on that updated
third-party forecast that gas prices have actually
decreased; correct?

A Correct.

Q And just to be clear, you reference the
fact the Conpany provide this to you as part of
UAE DR 5.18, but you didn't actually attach the
substantive data fromthat response to your

testinony, did you?
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A. | did not attach the data which is In

Cross-Exhi bit 30; correct.

Q Let's turn our attention to
Cross-Exhibit "33," particularly page two, which is
the material you didn't attach to your testinony.
Again, this is confidential so I'mgoing to try to
not have to say anything confidential by referring to
the line and col unms as necessary.

CHAIR LEVAR. | think you neant to say
Exhi bit 30 instead of 33.

MR, LOMNEY: Yeah. That's correct. Exhibit 30.
My apol ogi es.

Q Just to be clear, the curve that you
reported in your Confidential Figure 3, it appears
anyway, is that the gas prices are reflected in
Colum M is that correct?

A Well, | thought I used Colum H.

However - -

Q And |I'mjust going fromthe nane you put in
your testinony as well just kind of eyeballing the
nunbers that are reflected in the table to the lines
t hat appear on your chart.

A Yeah, | think they are pretty cl ose.

Q It may be a distinction wthout difference

in alot of ways.
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_ _ Page 63
A Ri ght, right.

Q Either way you did either Mor H?

A Right. M understanding was these were the
nost recent of these in this sheet.

Q And just to be clear, the Conpany al so
provided third-party forecasts that are reflected in
Colums B, C, D, and E as well; correct?

A Correct.

Q And you didn't report any of those results
in your Confidential Figure 3?

A No.

Q And if we look at Column D, this would be a
Henry Hub forecast, which is also the forecast you
used in your Confidential Figure 3; correct?

A Correct.

Q And just | ooking at the Confidentia
Figure 3 relative to the nunbers that are shown in
Colum D, wi thout divulging a particular nunber, you
woul d agree that the nunbers in Colum D are
general ly higher than the Conpany's Decenber 2017
medi um curve that you reflected in the Confidenti al
Figure 3; right?

A They are certainly higher. So kind of --
when | reviewed this, raised a nunber of questions to

me about how Pacifi Corp sel ects between these
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different curves. And, you know, as we see, if you

sel ect one or the other, that can flip the econom cs.

And so, you know, | did select that one,
and | recognize that the curve in Colum D is higher,
but | think it gets back to the general point that,
you know, really it's just -- when you go that far
out, it's a just a matter of opinion as to what
prices m ght be.

Q Well, so just to clarify, you were aware
that columm -- that that forecast reflected in
Colum D, which the date is at the top of that in
Cell D2 -- you were aware that that actually
contradi cted what you wote in your testinony and you
just chose to ignore. |Is that what I'm
under st andi ng?

A Right. So ny understanding was that the
S&P -- sorry -- strike that. The anmobunts in Colum H
were the nost recent, and so that's why | sel ected
that amount. During this tine period there were --
there had been a | ot of dramatic changes in gas
mar kets, particularly in the forward period, so
traditionally gas prices are up-sloping but towards
the tail end of last year, gas prices went into
backwar dati on, which neans the current spot price is

actual ly higher than the forward price that you can
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1 transact at one or two years into the future.

2 And so that's basically the market saying

3 that it thinks that gas prices are going to fall, and
4 so, you know, picking the nost recent, in ny mnd,

5 was i nportant.

6 Q Just to be clear, though, if you had picked
7 the forecast shown in Colum D, your conclusion would
8 have been that market prices were actually

9 I ncreasing; right?

10 A | think it was -- you know, | haven't done
11 that conparison, but |I think Colum Dis fairly close
12 to the Decenber curve, but | think it just goes to

13 show what a | arge i npact that these price curve

14 assunpti ons can have.

15 Q And just going back to the Colums M N, O
16 and P, and each of these colunms, the particul ar

17 forecast or third-party forecaster provided a

18 reference, a |ow and a high case as well as an

19 expected val ue; correct?
20 A | see that.
21 Q And isn't it true, based on the percentages
22 found on at the top of each colum, that this
23 particul ar forecaster weighted the reference and high
24 case nore than the | ow case; correct?
25 A So | couldn't speak as to what those
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1 percentages are. |If that's what those are intenlf,:laegde >
2 to represent, then yes, but | couldn't say what those
3 are intended to represent.

4 Q Well, if | represent to you that the

5 expected value colum is sinply each of those

6 percentages multiplied by the figure in the

7 appropriate columm and then added together, they just
8 did a weighting based on those percentages --

9 A Fai r enough.

10 Q -- and that's the expected --

11 A Yeah.

12 Q And just to be clear then, the expected

13 value colum in Colum P is also higher than the

14 nunbers you reported in your Confidential Figure 3;
15 correct?

16 A Those nunbers are higher. As we nentioned
17 earlier, the reference case in that forecast is

18 simlar to what is in Colum H

19 Q Just one nonent.

20 M. Millins, let's nove on for a nonent

21 anyway. Now, you would agree that the Conpany's

22 econom ¢ analysis in this case does not include any
23 val ue for Renewabl e Energy Credits, or RECs; correct?
24 A That's correct.

25 Q And M. Link's testinony, in his second
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suppl enental testinony filed in February, indicated

that through 2050 for every dollar of RECs

i ncluded -- for every dollar assigned to RECs, it
represented an additional customer benefit of

$43 mllion. |Is that your recollection of the
testi nony?

A It sounds |like M. Link's testinony.

Q Al right. If | could have you turn back
pl ease, to those PGE comments that you filed. This
woul d be RW Cross-Exhibit 22 and page 15 of that
case. And at the top of that page you testified in
the very first -- it's an inconplete paragraph, but
the very first paragraph at the top of the page, that
for purposes of analyzing PGE s portfolio, you
assuned that the Conpany could acquire RECs at a
nom nal |evelized price of $10 per negawatt hour;
correct?

A So I'l'l provide an answer, but | would |ike
to explain, if that's okay.

Q You wi Il have an opportunity. | just want
to get the groundwork here that your conments here
assuned a $10 per REC price; correct?

A So, yeah, right, so this analysis -- yes, |
assunmed a $10 REC price. So to provide somne

background on what this analysis was, was a case
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where the issue at hand was whet her PGE shoul d go out

and acquire unbundled RECs to fulfill its RPS
requi rements or whether it should build a physical
generation resource.

And so, you know, in doing that analysis
there's a lot of uncertainty about what REC prices
will be, and so for purposes of, you know,
denonstrating that it's nuch nore beneficial to use
unbundl ed RECs, we assuned a very hi gh REC val ue and

showed that even if you assunme $10 per nom na

megawatt hour for RECs, that it's still -- you're
still better off to use RECs rather than build a new
resource.

And, in fact, the price per REC could go up
to $32. 75 per negawatt hour before building a
physi cal resource in this case nade nore sense. Now,
the question in this case is whether it nmakes sense
to assune any sort of REC price when evaluating the
econom cs of the conbined projects, and | agree with
M. Link that it's not appropriate.

You know, as we've seen, the prices for
RECs -- the market for RECs has basically evaporat ed.
Prices are very low, and utilities are having
probl ens even marketing the RECs that they are

generating, so | agree with the Conpany's assunption
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t her e.

Q Just to be clear, if you assign a $10 per
REC price to the $43 nmillion figure in M. Link's
testinony, that would increase the net benefits of
everyone of those scenarios through 2050 by
$430 mllion; correct?

A | haven't done the math on that, but if you
were to assune such a high REC value, certainly it
woul d produce a | ot of dollars.

Q By "such a high REC value,” you nean the
val ue you assuned when you were anal yzi ng anot her
utility's IRP at the beginning of 2017; correct?

A For the purposes that | just descri bed.

Q If you could turn to your suppl enent al
rebuttal testinony, this is your April testinony on
page 30, please.

A kay.

Q And just to |ay sone background here, the
Conpany assuned that 12 percent of the cost of the
transm ssion projects would be recovered through
third-party transm ssion revenues; is that correct?

A Correct.

Q And that 12 percent assunption results in
an increnmental transm ssion revenue of about

$72 mllion; right?

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



http://www.litigationservices.com

HEARI NG DAY 4 DOCKET NO. 17-035-40 - 06/01/2018

© 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 70
A Coul d you repeat that.

Q That assunption of a -- 12 percent of the
cost would be recovered fromthird-party transm ssion
custoners results in an increnental transm ssion
revenue of $72 mllion on a net present val ue basis?

A So | don't recall the exact nunber, but Iet
me just check here.

Q If you -- it --

A It sounds correct. Subject to check, |
think I would accept --

Q I wll represent to you that it's in -- if
you | ook at Exhibit RWP RTL-3SS. This was an exhibit
to M. Link's February testinony. It has a line item
for each of the different scenarios studied that
shows that $72 mllion figure.

A And, of course, that would depend on
whet her you're | ooking at the nom nal or the
quasi -l evel i zed studies. So in ny direct
testinony -- let's see.

Q And 1'Il represent to you that the exhibit
I"'mreading fromis the nomnal results through 2050,
so | think we're on the sanme page here, figuratively.

A So right. So yeah, that is within the
range of costs associated with that assunption.

Q And you propose an adjustnent, and you
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1 calculate it -- you descri be how you cal cul ate i??ge &
2 but the end result is you adjust that 12 percent

3 figure down to 11.62 percent; correct?

4 A Sorry. (Going back to that.

5 Q Li ne 664, page 32 of your testinony has

6 that 11.62 percent figure.

7 A Ckay.

8 Q And so you woul d agree then that your

9 adj ustnent here effectively reduces the Conpany's
10 forecast increnental transm ssion revenue by
11 3.2 percent.
12 A Right. And that -- to be clear that
13 applies to the totality of transm ssion revenue
14 requi rement, not the increnental transm ssion revenue
15 requirenment. So if you were to apply that -- the
16 difference to just the increnmental transm ssion
17 revenue requirenent, that would give you a different
18 result than if you applied it to the totality.
19 Q To be clear, the Conpany's 12 percent does
20 not apply to the totality of its revenue requirenent.
21 It's applied to the increnmental revenue requirenent
22 associated with the new transm ssion facilities;
23 correct?
24 A In the econom c analysis, the 12 percent
25 only applies to the increnental. However, if the
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1 percent age changes as a result of these new w nd

2 resources com ng online and based on nechanics |'ve
3 descri bed here, it wll apply to all revenue

4 requirenent.

5 Q And just to be clear then, a 2.3 percent

6 reduction of $72 million is an adjustnment of about

7 $2.3 mllion, not 25.6; right?

8 A Ri ght, and that gets to the point | was

9 just making. |If the percentage declines as a direct
10 result of building the wind resources and still

11 having to have transm ssion for front office -- to
12 access the narket and get front office transactions,
13 that that reduction applies to the totality of
14 revenue requirenment, not just the increnental.
15 Q So just to be clear then, the 12 percent
16 and the 11.62 percent figures in your testinony,
17 apparently are conpletely unrelated to one anot her?
18 A They are not, no.
19 Q One is applied to the increnental
20 transm ssi on revenue, and you're applying your nunber
21 to the entire Conpany transm ssion revenue
22 requirenent ?
23 A No. So they are not unrelated. So the
24 12 percent applies to all revenue requirenent.
25 However -- or all transm ssion requirenent. However,
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1 Paci fi Corp's analysis only considered the increnental
2 pi ece, and so when they figured out the additional

3 revenues that would cone in fromthird parties as a
4 result of that increnmental investnent, they only

5 considered that 12 percent would be funded by ot her
6 QATT custoners.

7 However, if the percentage actually

8 decl i nes when Pacifi Corp builds these resources, then
9 it's not just the increnental that gets inpacted.
10 It's the totality of revenue requirenent that gets
11 I npact ed.
12 Q So then that 12 percent would apply to the
13 entire revenue requi renent instead of the --
14 A The 12 percent is cal cul ated based on the
15 total revenue requirenment. That's the total revenue
16 requi rement currently that's being funded by QATT
17 custoners, and so if the percent declines, then
18 the -- it applies to the total, not just the
19 I ncrenent al .
20 Q Well, just to be clear, though, the
21 12 percent -- you arrive at the $72 mllion figure by
22 mul ti plying the cost of the transm ssion projects by
23 12 percent; correct?
24 A State that again.
25 Q You arrive at the $72 million -- so the
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Conpany assunmed $72 million in increnental

transm ssion revenue, and you arrive at that figure
by nmultiplying the transm ssion project costs by
12 percent.

A Right. So --

Q And now | just want to get clarity here.
So your adjustnent takes that 12 percent to
11. 62 percent and then applies the 11.62 percent to

an entirely different nunber?

A Right. It applies it to the totality of
revenue requirenent, and | feel like |I've given this
answer a fewtinmes, but the -- PacifiCorp's anal ysis,

when they are | ooking at the increnental REC
revenues, it only focuses on the increnental -- the

i ncrenental revenue requirenment because it's assun ng
that that 12 percent remains constant for both
increnental and the other portion for the -- and the
totality of revenue requirenent.

So it's assum ng no change to the totality
of the percent that's funded for the totality of
revenue requi renent and no change on the increnental
as well. So what |I'msaying is that, if that
per cent age declines down to 11.62 percent, that
doesn't just inpact the anmount of costs that are

all ocated for the increnental piece; it also inpacts
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the costs that are allocated for the totality of

revenue requirenment. So to be clear, that's what |
have done here and -- all right.

CHAIR LEVAR: Maybe this m ght be a good tine
for a brief recess and then continue with
cross-examnation. |s there any objection to that
fromyou?

MR, LOMNEY: That's fine.

CHAIR LEVAR Ckay. Wiy don't we recess for
about 10 m nutes. Well, considering issues on the
floor, why don't we recess for about 15 m nutes and
we' Il reconvene. Thank you.

(A break was taken, 10:33 to 10:51.)

CHAIR LEVAR:. Ckay. W're back on the record,

M. Lowney.
MR, LOMNEY: Thank you. | just have a few fina
guesti ons.

Q M. Millins, if you could turn to your
directs testinony, please.

A kay.

Q Page 27. And just to provide a little
background, this is sonmething you al so discussed in
your sunmary this norning, and this section of your
testinony is describing the analysis you did on the

Conpany's historical forward price curves; correct?
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A. Correct.

Q And on the top of page 27, you descri bed
how your conparison | ooked at the percentage
difference between a price that was forecast in a
forward curve and the ultimte spot price for the
gi ven pronpt-nonth; correct?

A Correct.

Q Are you aware that M. Link testified that
mar ket partici pants cannot transact on a spot price
forecast ?

A Sol'm-- 1 don't recall himsaying those
speci fic words, but to explain, you know, what | did
here was | used the actual nonthly -- reported
nmont hly prices, which, you know, naybe not actually
spot prices per se, but just the prices that are
reported based on actual transactions that occurred
over the course of the nonth, and those were provided
by Pacifi Corp so --

Q | guess what I'mtaking issue with a little
bit is you're conparing it to the spot price and --
here I'Il just read you what M. Link testified to.
This is fromhis supplenental direct and rebuttal
testinony. This was the January filing. On page 58,
line 1185, he testified that "conparing forward

prices to actual spot prices is a m sapplication of
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1 forecast error because market forwards, which are

2 used in the first 84 nonths of the official forward

3 price curve, are observed and not forecasted.”

4 Does that refresh your recollection about

5 M. Link's testinony in this case?

6 A Right. But | don't understand that to nean
7 that the Conpany can't transact on spot prices, sO on
8 a day-ahead basis, the Conpany will go out and buy

9 gas for its power plants and it buys that on -- based
10 on -- and those are the transactions that get
11 sunmari zed into the nonthly values that | use in this
12 analysis. So |I'mnot necessarily -- | don't
13 necessarily agree with what you've stated there.

14 Q And M. Link also testified on the very

15 next page, page 59, that "market forwards refl ect

16 pricing for contracts that reflect a price on a given
17 quot e date at which buyers and sellers are

18 transacting for future delivery." Correct?

19 A Sorry? The forwards?
20 Q Yes.
21 A Right. So -- right. So PacifiCorp's
22 forward price curve, the first, | think, 72 nonths,
23 Is based off of market forwards, and so part of this
24 analysis or -- actually, | guess all of this analysis
25 would -- it conpares the -- PacifiCorp's price curve,
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which is really market forwards, to what the actua

prices were.

And it shows overwhel m ngly that those
forward prices are higher than the actual prices that
occur in any given nonth, and so that actually is a
| ot of different inplication on just the utility's
pl anni ng and hedgi ng. Because if we're going out and
executing hedges, for exanple, based on this curve,
we' re basically, you know, based off of this pattern,
we're locking in hedging | osses as a result of
relying on that curve.

And | believe one of the DPU w tnesses may
have touched on that, but | guess -- and also -- |
didn't do this analysis here -- but |'ve done
| onger-term anal yses for other utilities going back
as far to 2000, and it shows that this trend very
consistently increases with an upwards sl ope.

Now, in this case we asked for the | onger
period of data, but PacifiCorp -- or we asked
Paci fi Corp to provide whatever data that it believed
woul d be relevant in performng this analysis, and
this is the information that they provided. But the
sanme trend is true if you view it over a |onger
period, and, in fact, it's exacerbated further over a

| onger peri od.
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Q Just to be clear, M. Millins, | think you

testified to this fact, but | just want to confirm
it, that the Conmpany's, in the first 84 nonths of the
official forward price curve, it's based on actua
forward prices, neaning it's prices based on observed
mar ket transactions, not forecasts; correct?

A Paci fi Corp's forecast is based off of
forward prices, and so, you know, it's one and the
sanme, | guess. Wether you're calling it a forecast
or forward prices, you cone to the sane result, and
you can conclude that the -- you can concl ude that
Paci fi Corp forecast is overstated or you could
conclude that the forward prices are overstated,
ei t her way.

If you're viewing it fromthe
forward-prices perspective, basically what you woul d
be concluding is that there's actually, you know,
ri sk prem uns enbedded in those forward prices, and
so that nmeans that in order to enter into one of
those forward contracts, the counter-party is going
to demand an extra anount above what they expect the
ultimate market price to be in order to lock in that
price over the long term

And so, you know, really | think it's a

poi nt kind of without distinction in this case,
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1 whet her, you know, you view this period to be forward
2 prices or a forecast, because the forward prices are
3 the forecast.

4 MR, LOMNEY: Thank you, M. Millins. | have no
5 further questions. And just before | end, | would

6 just nove to admt Cross-exam nation Exhibits 23, 24,
7 25, 26, 27, 22, and 30.

8 CHAIR LEVAR: Ckay. |'ll add one clarification
9 to that notion, that the Cross-Exhibit 30 if it's
10 entered should only be reflected in the confidenti al
11 transcri pts.
12 MR. LOMNEY: Correct.
13 CHAIR LEVAR. And should not be in the public
14 transcript.
15 Is there any objection to that notion?
16 MR, RUSSELL: No.
17 CHAIR LEVAR. Ckay. The notion is granted.
18 (RWP Cross-Exhibits 22, 23, 24, 25, 26, 27, and 30
19 were received.)
20 CHAIR LEVAR. M. Russell, do you have any
21 redirect?
22 MR. RUSSELL: Have we finished with cross? |
23 know t he Conpany is done. | don't know if we nade it
24 all the way around the room
25 CHAIR LEVAR | think | got to everyone for
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Cr OSS.

MR. RUSSELL: | forgot.
CHAIR LEVAR. |If | mssed you, |let nme know right

now, but | don't think I m ssed anybody.

MR, RUSSELL: | do have sone redirect and it may

well be that M. Baker al so has sone redirect, but

"1l get through mne and we'll see where we are.

REDI RECT EXAM NATI ON

BY MR RUSSELL:

Q M. Millins, do you recall counsel asking
you questions about -- | believe it was
Cross-Exhibit 22 -- relating to sone conments you

made regarding pricing or prices for renewabl e energy

credits?

A Yes.

Q Ckay. And you indicated in your responses

to counsel's questions that your statenent regarding
a price for renewabl e energy credits was a --

perhaps -- | don't want to put words in your nouth --
you can just explain to us what analysis you were
perform ng there and what for what purpose it was

provi ded.

A Right. And so the $10 per megawatt hour

that | used there was really an illustrative value to

prove the point that | nentioned earlier that it's
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much nore cost effective for PGE to go out and

acquire RECs rather than build a new resource.

And, you know, the sanme doesn't apply in
this case, and so, you know, from ny perspective the
reasonable way to viewit is to assune there won't be
a market for RECs, and so with that we agree with the
Conpany' s appr oach.

Q Just to clarify that point, the Conpany has
not assuned a value for RECs; is that correct?

A. Correct.

Q And you agree that's a reasonabl e approach?
A Yes.
Q kay. Counsel also asked you a nunber of

guesti ons about your use or your reflection of the
Conpany's 20-year analysis or econom c analysis in
your testinony. By using that 20-year analysis, are
you endorsing either the use of a 20-year tinme frane
or the nunbers invol ved?

A No. In ny direct testinony | referred to
the 20-year period, but as | nentioned earlier, you
know, | didn't necessarily object to the assunptions
inthe initial -- in the 20-year study in the initial
testinony, but once the PTC | evelization and the
term nal value were changed in PacifiCorp's

suppl enental testinony, there was a gap between, you
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know, the nom nal and the |evelized, and so that's

why | believe that, you know, nomi nal studies in
Paci fi Corp's supplenental direct testinony are nore
appropri ate.

Q | want to nake it clear what you're
referring to when you're tal king about this gap
bet ween nom nal and | eveli zed.

Do you want to address just that issue? |
can ask it to you question by question, but we m ght
get there nore quickly if you just explain it.

A. Yeah, and | guess | would -- when |
revi ewed the suppl enental testinony, it was apparent
to me that the econom cs between the nom nal study
and the | evelized study, they departed quite
dramatically. And I don't have the nunbers nenorized
off the top of ny head.

But, you know, as a result of -- and that
was primarily due to these | evelization assunptions
that were used, and, you know, ny expectation is that
iIf you were to use a levelized study, really the idea
Is to -- should be fairly close to what the nom nal
results are. Present value to |levelized should equal
or be about equal to the present value of the nom nal
study, and we saw that, you know, diverge quite

substantially in the supplenental filing.
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1 Q Ckay. | want to get to this point on ??%S o

2 record, and so I'll try to just ask. Wen you're

3 tal ki ng about the |evelized study and | eveli zed

4 treatnent of tax credits, does that nmean that those

5 tax credits are given an equal value in every year of

6 the termof the project? |Is that how that works?

7 A Wll, | think it gets into the way that

8 those benefits get levelized to the resource costs,

9 and so by including themnom nally since they occur
10 in the study period, you know, you avoid the capital
11 costs beyond the end of the study period, but you're
12 including all of the PTC benefits within the study
13 peri od.

14 And so, you know, w thout considering the
15 costs beyond the end of the study period, it doesn't
16 make sense to include the levelized -- or the PTCs in
17 there on a nom nal basis.
18 Q And just to be clear, the Conpany did
19 use -- or did the Conpany use a |levelized basis for
20 tax credits inits IRPin its direct filing here?
21 A They did use a levelized approach to
22 production tax credits in their initial filing.
23 Q And it was -- | don't renenber which round
24 of testinony it was, but they at sone point swtched
25 to using --
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1 A Ri ght. rage S
2 Q -- a homnal basis is for PTCs; is that --
3 A Right. And so ny concern is they were

4 m smat chi ng nom nal and | evelized assunptions, and so
5 fromthat perspective | didn't view the sem -- the
6 quasi - | evel i zed 20-year studies to be appropriate.

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

8 redi rect questions.

9 CHAIR LEVAR Did that redirect pronpt any

10 recross fromany party? Please indicate to ne if it
11 did. Anyone else besides M. Mchel? |'mnot seeing
12 any indication?

13 kay. So, M. Mchel, I'lIl allow you sone
14 recross.

15 MR. M CHEL: Thank you, M. Chairnan.

16 RECROSS- EXAM NATI ON

17 BY MR M CHEL.:

18 Q M. Millins, counsel asked you about your
19 use of a $10 REC price. Do you recall that?

20 A Yes.

21 Q And the reason REC prices currently are

22 priced so low is because there's currently a surplus
23 of RECs in the market. Wuld you agree with that?
24 A Yes.

25 Q And the reason there is a surplus is
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because many utilities are devel oping renewabl es for

econom ¢ reasons w thout regards to RPS requirenents;
is that right?

A I would agree that utilities are devel opi ng
a lot of renewables, but it's not just [imted to
utilities. There's a |ot of independent power
producers devel opi ng renewabl es. There's a | ot of
I ndi vi dual consuners buil ding rooftop solar, for
exanpl e.

In fact, | think a few weeks ago there was
a newrule or requirenent in California where all new
residential dwellings were required to have rooftop
solar installed. And so it's not just limted to
utilities, and frommny perspective, |'m expecting
that trend to increase or to -- into the future,

Q And you al so anticipate that state RPS
requi rements are going to be increasing over tine?

A Absolutely. On the West Coast there is
continual pressure to up those. W' ve seen it in
Oregon. There's -- | don't have the years nenorized.
I think it's in 2040s where they transition to a
50 percent RPS, but what we're seeing is utilities
have already built so many renewabl es that they are
resource-sufficient for a very long tine into the

future, and certainly that could change, but, you
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1 know, ny expectation is that it will be a |ong t??%f o

2 before that m ght flip.

3 MR MCHEL: That's all | have. Thank you,

4 M. Millins.

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

6 Comm ssi oner Waite, do you have any

7 questions for M. Millins?

8 COW SSI ONER WHI TE:  Yeah, just one questi on.

9 You may have touched on this sonme in your sumary,
10 but there's been a | ot of discussion back and forth
11 about this transm ssion and its need and whether its
12 need is tied to the wind or, you know -- | guess
13 “chi cken and egg" kind of thing.

14 BRAD MIULLINS: Right.

15 COMM SSIONER WHITE: |Is there any reason to

16 bel i eve, based upon your expertise, that the

17 transm ssion [ine will not be needed in 20247

18 BRAD MIULLINS: Well, so the way |'ve been kind
19 of looking at it -- and, you know, need | guess

20 that's also kind of a perspective kind of issue, but,
21 you know, what if we can avoid building the

22 transmssion line is the way |I' mthinking about it.
23 And, you know, if you look to -- at least to the

24 nort hwest, we've seen -- there are a | ot of

25 transm ssion |ines being planned, the
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BPA 1-5 Corridor project, for exanple, had been

pl anned for many years, but utilities are finding
ways to mitigate those transm ssion constraints

wi t hout going through the very expensive process of
bui | di ng transm ssi on.

And so, you know, | can't speak to the
assunptions that were put into the NITG studies, for
exanpl e, but what | can say is that, you know, we
really should try to take efforts to try to avoid
t hese expensive transm ssion investnents and | ooking
to non-wired solutions, for exanple, DSM and these
ot her options, to avoid expensive build-outs of the
transm ssion system

So if you do it fromthat perspective, you
know, by not proceeding with the wind projects, we
can avoid the -- is that a confidential nunber? The
costs of the transm ssion projects?

M5. MCDOWELL: No.

BRAD MULLINS: The 600 to $700 million
I nvestnment in the transm ssion system

COW SSIONER VHITE: So if |'m hearing you
correctly, you're saying that if the line is needed
but they potentially could explore DSMto avoid the
need to build the |ine?

BRAD MULLINS: Well, so, you know, | personally
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1 don't think it's a needed investnment. | think vzége >
2 heard M. Hayet nention earlier that there's a | ot
3 of , you know, transm ssion segnents included in that
4 plan. So the fact that it's included in the plan or
5 not wouldn't -- doesn't necessarily nean that it wll
6 actually be built.
7 And, you know, as we go forward, at |east
8 fromny perspective, we should try to find ways to
9 avoi d buil ding new transm ssion, and so by not
10 approving the wnd projects and the transm ssion, we
11 can do that.
12 And given the fact that | oads, at least in
13 Wom ng, are not increasing and we have these
14 opportunities for solar resources |ocated nuch closer
15 toload, | think that's a reasonable thing to expect.
16 COW SSI ONER WHI TE:  Thank you. That's all
17 guestions | have.
18 CHAI R LEVAR.  Conmi ssioner O ark, do you have
19 any questions?
20 COW SSI ONER CLARK: M. Millins, you have sone
21 testinony in your supplenental rebuttal that
22 addresses the solar RFP. You're referring to the
23  2017S RFP --
24 BRAD MULLINS: Correct.
25 COW SSI ONER CLARK: -- that's been referred to
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1 el sewhere in this docket? rage 5
2 BRAD MULLI NS:  Yes.

3 COMM SSI ONER CLARK:  And you represent that

4 there were 1419 negawatts of neasured nanepl ate

5 capacity -- by the way |I'm on page 20 of your --

6 BRAD MULLINS: Ckay.

7 COMWM SSI ONER CLARK:  -- supplenental rebuttal.

8 What's your source for that nunber?

9 BRAD MULLINS: You know, | don't recall. It may
10 have been the -- the solar IE report so -- and |
11 obviously don't have a cite there, but that was, |
12 guess, based of f ny understandi ng that was the nunber
13 that | understood.
14 COW SSI ONER CLARK: Later on that page you
15 conpare the nom nal benefit of the conbi ned
16 projects -- by that | nmean the wind projects under a
17 nmedi um gas/ nmedi um CO2 scenario -- fromM. Link's
18 testinony, identified as $166 nmllion and some
19 change, 1'Il call it. That's a |lot of change for ne,
20 but roughly $166 mllion.
21 And then you state that the nodeling of the
22 final shortlist for the solar RFP produced a nom nal
23 revenue requirenent benefit of $424 nillion and sone
24 additional, in the same nedi um case -- medi um
25 gas/ medi um CO2 case. So what's the source of that
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Page 91
nunber ?

BRAD MIULLINS: So that is fromthe work papers
provided in M. Link's -- | want to say it was the
corrected -- you know, | forget the nanes of all the
filings, but it's the corrected February filing, so
there was sort of an initial filing and then there
was some minor corrections to that. It was
February -- maybe February 23rd or sonething.

COMW SSI ONER CLARK:  February 23, 2018 is what |
show for that.

BRAD MULLINS: Right. And there were work
papers provided along with that, and in those work
papers there were annual revenue requirenents for
both the conbi ned projects viewed in isolation, for
the solar projects viewed in isolation, and for the
sol ar and wi nd projects conbi ned.

And so if you conpared the annual -- the
present val ue of those annual revenue requirenents of
the wind -- wind projects to the solar projects, it
was -- on a nomnal basis, it was very apparent that
the solar projects were, as | say here, 2.5 tines --
t hey produced 2.5 tines greater net benefits to
r at epayers.

COW SSI ONER CLARK:  On the next page you

present a benefits nunber of 216 mllion-plus that is
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: : _ Page 97
associated with the solar RFP al so but derived using

the zero carbon price-policy scenario and the | ow
gas --

BRAD MULLINS: Right.

COMWM SSI ONER CLARK:  -- assunption. |s the
source of that nunber the sanme as --

BRAD MIULLINS: Yes, yes. And so there were --
for the wind projects there were revenue requirenents
listed for all of the cases, but for the solar
projects, if | amrenenbering correctly, there were
only -- the revenue requirenents were only reported
for a medi um gas/ nedi um CO2 scenario and for a
| ow gas/zero CO2 scenari o.

So we didn't ook at, | guess, the flip
side, you know, the high gas scenarios with respect

to solar, and that's why in this case | selected the

zero carbon absent -- | would normally sel ect the
medi um carbon in that -- if | were to do this
scenario -- or this analysis. Excuse ne.

COMM SSI ONER CLARK:  Those are all my questions.
Thank you.
CHAI R LEVAR  Thank you. | think I just have
one nore.
You criticized sone of the utility's

nodeling with respect to the EIM and how t hat m ght
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_ . _ Page 93
affect the benefit of these projects. Alittle nore

broadly than that, if we assune a future that has

i ncreased regionalization across the Wst to sone
extent in sonme form is there a way to say generally
whet her that has a positive or a negative inpact on

the benefits to ratepayers of these conbined

proj ects?
BRAD MIULLINS: | think that's actually a good
question, and | think that, you know, | was -- |'m

struggling with that, and | viewit to be a rather
| arge -- large risk. You know, when we're going
t hrough the whol e CAI SO process, |ooking at the
regi onal expansion of the CAI SO one of the issues
was how transm ssion costs get spread anongst all of
the participants.

And so, you know, if you were to -- right.
So that could have sone inpacts, so potentially if
you had -- that could spread the costs of the
transm ssion projects even further if those get
regionalized or -- but in the flip side, if you adopt
sort of a single transm ssion rate for the whole
regi on, you would be picking up the high cost of
California transm ssion.

And then the other issue is how the --

besi des the transm ssion, how does the generation get

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



http://www.litigationservices.com

HEARI NG DAY 4 DOCKET NO. 17-035-40 - 06/01/2018

© 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 94
treated in the market, and so, you know, it would

actually probably relate a lot to how the NMSP
devel ops going forward as well. But, you know, in
the market, basically what happens is the generation
gets priced at whatever the nomnal price is at any
gi ven point, and you al so have the | oads that get
assigned a separate price.

Paci fi Corp system it's all one big system
so it's the sane price for generation as it is for
| oads, but in the market you could have situations
where the costs at the generator is different than
the -- or the price at the generator is different
than at | oads, and so whether -- depending on whet her
that's a positive or negative spread, that wll
affect the overall econom cs.

Now, what we've seen in Womng is that
t here has been congestion -- at least in the EIM
there's been congestion, and those | ocational prices
have been quite lowin Wonmng. And so if you were
to take that exanple and sort of nove it into a
regi onalization, you would be marking the generation
fromthese resources at a pretty low price, but then
the load that's being used to serve -- or the --
yeah, the |oad that those resources are being used to

serve woul d be assigned a higher price. And so based
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off of that, it wouldn't produce the sanme econom cs

here. It would be |l ess favorable.
And the sane is true in like a subscription

framework, for exanple. So if these are subscribed

resources, then Utah's load wll pay the Utah price
but the generation will receive the Woni ng price,
and if that price is |ower, then that will harm U ah.

And so, you know, that's one of the reasons
for ny -- at least fromny perspective, you know, as
we're planning going forward, it nakes a | ot of sense
to be building resources close to your | oads because
then the resources and the | oads are assi gned about
the sanme price. You don't have that potential for
di versi on between the resources -- the value of the
resources and val ue of | oads.

So that's a | ong-w nded answer, but
generally speaking, we view that to be a |arge ri sk,
and | don't know the precise way that it goes, but it
does have a lot of potential to dimnish the val ue of
the projects.

CHAIR LEVAR:  Thank you. | appreciate that
answer. | don't have any other questions. So thank
you for your testinony today.

BRAD MULLINS: Thank you.

CHAIR LEVAR  Anything el se from UAE or U EC?
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1 MR. RUSSELL: No, | don't believe. So rage %
2 M. Millins has very nmuch enjoyed his tinme, but |

3 think he probably would Iike to | eave. |Is there any
4 objection to M. Millins being excused?

5 CHAIR LEVAR. Let nme ask if any party or

6 conmm ssi oner has any reason otherwi se -- |'m not

7 seei ng any, so thank you for spending the | ast few

8 days with us, M. Millins.

9 BRAD MULLINS: | appreciate it.
10 CHAIR LEVAR  So nothing el se further from UAE
11 or Ul EC?
12 MR, RUSSELL: That's correct, M. Chairnan.

13 CHAIR LEVAR. |'ve had an issue brought to ny
14 attention that we probably need to make an

15 i nprovenent in the record. A couple of days ago when
16 you entered M. Teply's testinony and exhibits for

17 the record, you referred to the highly confidenti al
18 exhibits that were stricken out on your exhibit list.
19 And you started to read those and |
20 suggested you didn't need to bother reading the ones
21 that were stricken out because we all had this in
22 front of us, but this exhibit list is not in the
23 record.
24 So we don't have anything on the record
25 that shows which of these exhibits were not entered.
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| can see two options. W can either redo your

notion and read those into the record or we can enter
this exhibit list into the record, whichever you
prefer.

MR. LOMNEY: Either one is fine. | wll note
there's only five exhibits that are stricken, so it
won't take very long to wal k through themorally.
I"'mfine if it's logically easier to just enter the
exhibit list, whatever your preference is.

CHAIR LEVAR Wiy don't we redo the notion to
enter M. Teply's testinony and exhibits into the
record and then we'll have it in the transcript.

MR, LOANEY: | would nove to introduce
M. Teply's testinony and exhibits into the record,
that would be his direct testinony, his supplenental
direct and rebuttal testinony, his second
suppl enental direct testinony, and his surrebutta
testinony along with all of the exhibits with the
exceptions of the follow ng five exhibits, which we
are not noving into the record.

Those woul d be exhi bits nunbered CAT 1-1,
CAT 1-7, and those were both part of M. Teply's --
in support of M. Teply's direct testinony. And then
CAT 3-1, CAT 3-2, and CAT 3-7. And those were,

actually, also in support of M. Teply's direct
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t esti nony.

CHAIR LEVAR. Ckay. |If there's any option to
this nodified notion, please indicate to ne. [|'m not
seeing any, so thank you, the notion is granted.

MR. LOMEY: Thank you.

(Prefiled Testinmony and Exhibits of C. Teply
were received with exception of CAT 1-1 CAT 1-7, CAT
3-1, CAT 3-2, and CAT 3-7.)

CHAIR LEVAR. And I'msorry for creating that
probl em for us.

Anyt hing el se before we nove to cl osing
st atenent s?

M5. SCHM D:  Yes.

CHAIR LEVAR. M. Schm d.

M5. SCHMD: In light of the hour, with the
t wo- hour cl osing statenent w ndow t he Conm ssi on
offered, we're going to be going into the afternoon
anyway.

CHAI R LEVAR:  Yes.

M5. SCHMD: | would Iike to suggest we have a
slightly | onger than normal |unch break and resune at
per haps 1: 00.

CHAIR LEVAR. |s there any objection to that
fromanyone in the roon?

MR MCHEL: M. Chair, if that's what the
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Conmmi ssion desires, we can certainly accommobdat e

that. | do have a flight at 3:00 and would need to

| eave by 2:00, and | was planning to be the one that
woul d present our closing argunents, so to the extent
we could get done by 2:00, that would be preferable
from our standpoint, but we can accomobdat e what ever
t he Conmi ssion desires.

CHAIR LEVAR: |s there any reason we coul dn't
take WRA cl osing statenents now? |s there any reason
we need to go in any particular order? Wuld anybody
feel prejudiced by doing M. Mchel's cl osing
statenent now before we break.

MR MCHEL: | think we'd feel prejudiced, but
we can do that. W' re happy to do that, certainly.
That would be fine. O if we could go first after
| unch that would work as well.

CHAI R LEVAR  Preference for either of those
out comes? Wi ch would you prefer?

M5. MCDOWELL: Maybe just to give you a little
bit of context --

CHAI R LEVAR:  Sure.

M5. MCDOWELL: -- on how we've decided to
allocate the tine. | believe that the parties have
agreed that the Conpany woul d take 40 m nutes and the

other three interveners would take 20, and |
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bel i eve --

CHAI R LEVAR. Between the three. Ckay.

M5. MCDOWELL: Yeah, and | think what we had
decided tentatively that the Conpany woul d have an
opening -- the opening aspect of its closing argunent
woul d be 20 to 25 m nutes and then anot her
three parties would go to supplenent what we were --
what we had argued, and then we woul d save the
remai nder of our tinme, 15 or 20 m nutes for rebuttal
SO --

CHAI R LEVAR:  Sure.

M5. MCDOWELL: | think what is being articul ated
to you is it would be nbst natural for themto go
after our statenent which would then -- our argunent
whi ch woul d then frane the argunment probably for
t hem

CHAIR LEVAR. As long as we finish by 2:00 are

you --

MR. M CHEL: Yes, that would be fine.

CHAI R LEVAR: Al though questioning fromus for
yours -- if we break until 1:00 questioning fromus

after your opening statenent m ght push us cl ose on
yours, so with all those caveats -- we only have a
couple of options. W can go out of order or we can

come back at 1:00 and hopefully get through himin
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time to get his flight.

M5. SCHM D: Alternatively, perhaps we could
cone back at 12:30.

CHAIR LEVAR. Ckay. Any objection to breaking
until 12:307?

MR. M CHEL: That would be hel pful. Thank you.

CHAIR LEVAR. Ckay. Wy don't we adjourn until
12:30. Not adjourn. Recess until 12:30.

(A lunch break was taken.)

(Start of recording supplenent to page 122)

CHAIR LEVAR: (Ckay. W're back for closing
statenents in Public Service Conm ssion
Docket 17-035-40, Application of Rocky Muntai n Power
for Approval of a Significant Energy Resource
Deci si on and Vol untary Request for Approval of
Resour ce Deci si on.

So | think the first closing statenent was

going to be by Rocky Mountain Power.

M5. MCDOWELL: Thank you.

CHAIR LEVAR.  You had agreed for a total of
40 m nutes where you were going to reserve ten for
rebuttal or 20 for rebuttal.

M5. MCDOWELL: Yeah. M goal will be 15 to 20
but probably --

CHAI R LEVAR  Ckay.
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1 M5. MCDOWELL: -- 15 is what we'll shoot flga;geanlc(l)2
2 we'll just see how it rolls.

3 CHAI R LEVAR  kay.

4 M5. MCDOWELL: So let ne just say good afternoon
5 and thank you. | want to thank you both for managi ng
6 this procedurally conplex case during the |ast year

7 and for presiding over a very inportant hearing this
8 week. We are grateful. And | also want to thank you
9 for the opportunity to provide a closing argunent
10 today in support of Conpany's request.
11 We are here because the Conpany is
12 convi nced and bel i eves we have denonstrated through
13 this proceeding that the conbined projects wll
14 provi de significant net benefits to U ah custoners
15 including 1.2 billion in production tax credits,
16 addi ti onal capacity, and reduced market reliance,
17 zero-fuel -cost energy, and inproved system
18 reliability.
19 The Conpany's request for resource approval
20 Is under Part 3 of Title 54 Chapter 17 for the
21 Cedar Springs Ekola Flats and TB Flats wi nd projects
22 and under Part 4 for the 140-m |l e 500 kV Aeolus-to
23 Bridger/Anticline transm ssion |ine and network
24 upgr ades.
25 Bringing the requirenents of parts 3 and 4
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together, the Comm ssion nust find, first, that the
Wi nd projects were acquired in conpliance with the
solicitation process approved by the Comm ssion; and,
two, that the conbined projects are in the public
Interest, taking into consideration the six factors
specified in Uah Section 54-17-302(3)(c) and

54-17- 402 (3)(b).

Those sane six factors are matched in the
solicitation statute, so in each of the three
operative statutes, we have the six specified
factors, which I'll go through in ny argunents today.

Now, it's inportant to note that with
respect to the public interest standard, the statute
does not dictate how t he Comm ssion shoul d wei gh
those specified factors or otherwi se restrict the
Commi ssion's discretion in determ ning whet her the
public interest standard is specified.

This is consistent with the Comm ssion's
overall franmework in which it operates. Courts have
recogni zed that the Comm ssion is charged with the
responsibility of regulating utilities in the public
I nterest and has considerable latitude in how it
carries out that responsibility.

And the cite for that in case you want to

check it, it's Wiite River Shale G| Corp versus
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Public Service Conmm ssion, 700 Pacific 2d 1088 1985.

So, in other words, while the Conmm ssion
nmust consider the evidence related to each factor and
state its findings, it is not required to give any
factor any particular weight. The Comm ssion | ooks
at that on a case-by-case basis.

So let me nove to the first requirenent and
whet her or not the wind projects were acquired in
conpliance with an approved RFP, and the answer is
yes, they were. The Conm ssion approved the
2017R RFP in Docket 17-035-23 in its Septenber 22,
2017 Oder. As aresult of that Order, an | E was
appointed to nonitor the solicitation, and we all
heard the findings of the IE over the last few days.

The 1 E found that the RFP was robust.
There were 72 bids, and the anpbunt exceeded the
capacity requested by a ratio of 5.5 to 1. The IE
found that Pacifi Corp conforned to the requirenents
of the solicitation rules. The IE found that the
final portfolio was in the public interest and that
the wind projects will result in significant savings
to custoners.

The Division in M. Peterson's testinony
supported these findings, notably including the IE s

determ nation that the solicitation was in the public
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I nt erest.

Now, the Comm ssion's RFP approval order
suggested but did not require a nodification to the
RFP to add sol ar resources to the solicitation. To
respond, the Conpany conducted a separate but
concurrent solar RFP and then eval uated both w nd and
solar resources as if offered under a single RFP.

When the bid selection nodel, which is the
systemoptim zer, or SO nodel -- that's our portfolio
nodel -- was able to select fromboth the wi nd and
solar bids, it did not select solar over w nd.
Instead it chose both. In other words, it saw that
there were benefits of wind and benefits of solar,
but together there were the greatest benefits.

And this denonstrates that the Conpany's
strategy of noving forward sequentially, first with
wind and then later noving to solar, is the
| owest - cost resource choice for custoners.

As both Ms. Crane and M. Link testified,
the Conpany is currently engaged in discussions with
sol ar devel opers follow ng up on opportunities that
were identified in the solar RFP.

Now, while there has been sone di scussi on
in this hearing about whether the Conpany shoul d have
conducted an all-source RFP, the Conpany's IRP
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1 portfolio nodeling -- again, done under its SO

2 nodel -- made clear that wnd was the nost

3 cost-effective resource choice avail abl e.

4 W have addressed and tested how sol ar

5 resources conpare, and no party has provided any

6 evi dence that any ot her resource choice would have

7 been cost effective. In this context, especially

8 given the tine limted opportunity involved, a

9 targeted solicitation |Iike the one the Conpany
10 conduct ed was reasonabl e.
11 Now, |let me nove to the second requirenent
12 whi ch is whether or not the conbined projects are in
13 the public interest, taking into account the
14 six specified factors in the statute. And | should
15 say "statutes" because we're operating under both the
16 vol untary resource statute and the significant energy
17 resource decision statute.
18 Since they have the sanme factors, |'m going
19 to go through themtogether for both sets of
20 resources. So, first, the evidence shows that the
21 conbi ned projects will nost likely result in the
22 acqui sition, production, and delivery of electricity
23 at the | owest reasonable cost to Utah retai
24 cust oners.
25 Li ke the repowering case, the totality of
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our nodeling or all of the nodeling supports the

finding that the conmbined projects will nost |ikely
result in net custoner benefits. The Conpany's
econom ¢ anal ysi s neasured custoner benefits under
nine different price-policy scenarios through 2036
and 2050, the sane price-policy scenarios used in the
repoweri ng case.

The 18 scenari os presented, the conbined
proj ects showed net custonmer benefits in 16 of
18 scenarios, using the base case assunptions, the
net benefits of the conbined projects are 338 mllion
when assessed through 2036, and they are 174 mllion
when assessed t hrough 2050.

Now, as you've heard, particularly from
M. Link, these projected net benefits are
conservative and | eave significant upside benefits.
The nodeling, first of all, does not include the
300 mllion net present value cost of building the
Aeol us-to Bridger/Anticline transmssion line in the
base case. There is a near termneed for this |line,
which 1"l discuss when we get to the reliability
factor.

Consi dering these costs, the 300 mllion
MPV costs in the base case would result in

substantial net benefits in any of the sensitivities
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and al so denonstrates substantial additional val ue
for wind as conpared to the solar resources which
woul d be devel oped i ndependent of that transm ssion
l'ine.

O her conservative assunptions in the
Conpany' s anal ysi s include un-nodel ed transfer
capability. | think that's about a 27 percent
increase in transfer capability that ultimtely cane
out of our |atest assessnments, which was not
I ncorporated in our net benefits analysis; OM
savings resulting fromthe use of |arger turbine
bl ades at a couple of the projects; REC val ues, sane
factors that you | ooked at in the repowering case;
and understated CO2 assunpti ons.

So noving on to the second factor, which
is -- basically the inpact of the resource deci sion
in both a short- and long-termview. W've
interpreted that factor is really what is the inpact
on custoners? The Conpany has, you know, neasured
t hose inpacts through forecasts that | ook at a range
of time horizons, both short- and |ong-term

Over the 30-year life of the wind projects,
we' ve denonstrated that the tine conbi ned projects
are expected to generate net custoner benefits in 24

of the 30 years. And you' ve also heard evidence that
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inthe first full year of operation, the Conpany

expects rate inpacts of about 1.4 percent with an
expectation of declining rate inpacts thereafter.

So turning to the third factor, which is a
factor that just states risk, |I think you can | ook at
it fromboth sides, the risk of foregoing the project
and the risk of going forward. In our opinion, the
ri sks of foregoing of the conbi ned project are
greater than the risks of approval of the project.

A do-not hing strategy increases the
Conpany's reliance on the market, which is
problematic as you nove into -- | think as we're
| ooking forward to a period of retirenment of numerous
plants, it increases the carbon intensity of
Paci fi Corp's system and i ncludes the very real and
substantial risk that custoners will bear the cost of
needed transm ssion infrastructure wthout the
benefit of PTC-eligible wind resources to subsidize
that |ine.

On the risk side, the risks of going
forward, you've heard evidence that the Conpany has
wor ked hard to manage the project risks and has
assunmed the risks within its control, particularly
the critical risk of PTC qualification.

You' ve al so heard that the install ed
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capacity for the wind projects has decreased

significantly fromthe proxy projects we began wth.
W market tested those wind projects and the costs
have cone down substantially over the course of this
case.

The ri sk of delay beyond 2020 has al so
decreased. Through the Wom ng CPCN process, the
Conpany has resol ved key rights-of-way issues with
approxi mately 50 percent of the |argest |andowners
affected by the conbined projects, clearly the way
for the Conpany to neet its project schedule and
budget for obtaining its rights-of-way.

The Conpany has al so agreed to negotiate a
nmechani cal availability guarantee at the narket
standard, which is 97 percent, in any third-party
mai Nt enance agreenents, ensuring that the w nd
projects will be available to performas forecast.

Now, the fourth and fifth statutory
factors, which is whether the conbined projects wll
enhance systemreliability and whether they wll have
any inpact on the Conpany's financial status, neither
of those factors have really been di sputed by any
party. Wth respect to enhanced reliability, it's
clear that the Bridger -- Aeolus line is in the

Conpany's long-termtransm ssion plan. There's no
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di sput e about that.

It also provides critical voltage support
and additional operational flexibility for the
system allow ng the Conpany to avoid reliability
I ssues, not to wait until they happen, but to
actively, proactively work to avoid those issues on
its system

And to be clear, the congestion on the
transm ssion systemw || persist without the new |line
even if there is no additional wind and even after
t he Dave Johnston plant retires. Wthout the new
line, the existing generation would still exceed the
exi sting transm ssion capacity even after
Dave Johnston retires.

Now, there is a last catchall factor which
is basically any factor that the Comm ssion
determnes is relevant and inportant to its
consideration. It seens |like under that factor is
where the parties have suggested that the Comm ssion
needs to |l ook at the need requirenent. The need
requi rement is not specified in the factor but
certainly -- in the factors, but certainly is an
I ssue the parties have addressed. So presunably that
Is where the parties are suggesting you take a | ook

at it.
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And | want to just make clear that we

bel i eve the evidence denonstrates clearly that there
is a capacity need. The nost recent |IRP | oad
forecast and resource bal ance shows an i mmedi ate
capacity shortfall, nearly 600 negawatts in 2021
rising to over 3,000 negawatts by 2036.

Now, fol ks have said a | ot of things about
need, but nobody has di sputed those nunbers which are
the nost recent nunbers com ng out of the |IRP update
that was just filed. Those nunbers are also the
nunbers that are reflected in the Conpany's econom c
anal ysis. The | oad and resource bal ance, that is,
you know, a part of the IRP update is also a part of
t he Conpany's updated econom ¢ anal ysi s.

You' ve al so heard that the capacity
contribution of the proposed new wi nd projects is
just over 180 negawatts, which is well below the
proj ected near-termand |long-termneed. It would be
contrary to basic | east-cost principles and I RP
standards and guidelines to reject the conbi ned
proj ects as unneeded when they are nore econom c than
mar ket purchases or front office transactions.

Now, because the conbined projects are in
the public interest and neet each of the factors

requi red for approval under the applicable statutes,
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t he Conm ssion should reject the parties' proposals

for conditions on approval including a hard cost cap.

Basically there are several proposals being
made by the parties that the Conpany be capped at its
current estimted costs of construction. W believe
that to condition approval on a hard cap is contrary
to the statute inasnuch as it would prospectively and
arbitrarily preclude the Commssion's ability to
review costs |ater that may be prudently incurred.

We al so believe that the resource approval
statutes provide appropriate procedures for the
Commi ssion to closely scrutinize the Conpany's
performance in inplenenting these projects, nmaking
such condi ti ons unnecessary.

So in summary, the evidence provided by the
Conpany denonstrates the conbi ned projects are in the
public interest and neet each of the specified
statutory requirenents. The conbined projects are
nost likely to | ower custoner costs, have a
beneficial near- and | ong-term custoner inpact, are
| ower risk than a do-nothing resource strategy across
a broad range of potential future market and system
condi tions.

So for the future energy needs of U ah

custoners, the Conpany respectfully requests that the
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Conmmi ssi on approve its request for resource approval

in this docket. Thank you.
CHAIR LEVAR. Ckay. Thank you. W appreciate
t hat statenent.

Conmm ssi oner Wiite, do you have any
questions for her? And if we're tracking tine, you
used about 16 m nutes.

M5. MCDOWELL: Ckay.

COW SSI ONER WVHI TE: | have no questions right
now. Thanks.

CHAI R LEVAR:  Conmmi ssi oner C ark?

COMWM SSI ONER CLARK: No questions. Thank you.

M5. MCDOWELL: Thank you.

CHAIR LEVAR. | have a few. You discussed
capacity need as falling under the catchall "other
factors to consider.” |s there any argunent that

capacity need relates to the first factor, whether
it's -- whether solicitation will nost likely in the
acqui sition, production, and delivery of electricity
at | owest reasonable cost to retail custoners?
Doesn't capacity need relate to other electricity
that m ght be available through front office
transactions and which will be the |ow -- which
option will provide the |owest cost to retai

cust omers?
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1 M5. MCDOWELL: You know, | suppose it coul d.

2 You know, in |ooking over the parties' filings in

3 both this case and the repowering docket where

4 simlar issues were made, it seened |like folks were
5 suggesting it was under the other factors -- the

6 ot her considerations factor. But -- and really, as
7 the Comm ssion -- in the cases |'ve | ooked at where
8 you're | ooking at that -- lowcost factor | think is
9 what people call it -- you know, ny interpretation of
10 the orders has really been that that is the factor
11 where the Conm ssion | ooks at the net benefits; it
12 | ooks at the econonic issues.
13 So while | think sone peopl e have suggested
14 you have to conpare every resource, | think the
15 Conmm ssi on has reasonably construed that | ow cost
16 factor to really be the factor that asks the
17 Comm ssion to scrutinize the econom c anal ysis and
18 determine if there's net benefits, determne if it's
19 a cost-effective resource.
20 And the Conm ssion appears to, you know,
21 have | ooked at a variety of considerations in making
22 that determ nation, certainly capacity need could be
23 one of those.
24 CHAIR LEVAR: (Ckay. Thank you. A couple nore
25 questions -- and please don't read anything into
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1 t hese questions, but | think we just want to devel op
2 the record of options in front of us.

3 If the Comm ssion were to decline to

4 approve the application, what would you view as being
5 the regulatory status of sunk costs that were

6 expended to neet the Safe Harbor 2016 requirenents?

7 M5. MCDOWELL: You know, | would need to

8 research that issue. | know there is a provision in
9 the statute around benchmark -- recovery of benchmark
10 resources and, you know, | just -- | think there are
11 sone particular statutory provisions that m ght
12 apply. So that is a question | can't just give you
13 an answer to without taking a closer look at it. |
14 guess | haven't like tried to go to that scenario
15 SO --
16 CHAI R LEVAR:  Under st andabl y, yeabh.
17 M5. MCDOWELL: Trying to be optim stic here.
18 CHAI R LEVAR.  You haven't provided us those
19 options in your case.
20 M5. MCDOWELL: No, no. |I'mtrying not to think
21 about that.
22 CHAIR LEVAR.  Well, | have one nore question
23 along that sanme |ine. Again, you nay not be ready to
24 answer right at this nonent. Part five of the
25 chapter we're dealing with has a waiver option. |If
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we issued a decision denying the application, in your

view is the waiver option still applicable or is it
only applicable in lieu of what the UWility's already
done?

M5. MCDOWELL: Are you saying do you have the
option of denying the application but allow ng a
wai ver? 1s that the question?

CHAIR LEVAR: | think that's essentially what
" maski ng although I think waiver statute has sone
requi red steps that haven't occurred in this docket,
at |l east arguably, but that's roughly the question
' m aski ng.

M5. MCDOWELL: Well, let nme just say this: For
the wind projects, which are a significant energy
resource decision, for the Conpany to nove forward it
woul d require a waiver if you deny the resource
application. So, you know, ny sense is that the
record we' ve devel oped here woul d probably be
sufficient to neet the requirenents of the waiver
statute. | nean we woul d have to go through and | ook
to see whether there was any additional process that
woul d be required, but, you know, certainly if your
intention is to allow the project to go forward but
reserve judgnent on them then that would require a

wai ver for the wind projects. The Conpany coul dn't
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1 nove forward w thout them rage 218
2 CHAIR LEVAR. Ckay. Thank you. | appreciate

3 those answers. | think those are all ny questions,

4 so wth that we go to M. M chel next.

5 MR. M CHEL: Thank you. And good afternoon,

6 Chai rman LeVar, Conm ssioner Wiite, Conm ssioner

7 Cark. 1 want to thank you, again, for shortening

8 the lunch hour a bit to accommobdate ny travel, and

9 t hank you for providing the opportunity for us to
10 present closing argunents.
11 As you heard from Ms. Kelly yesterday, WRA
12 supports approval of the conbined projects. W
13 believe the projects are in the public interest to
14 neet the statutory requirenents of the U ah Code
15 Sections 54-17-302 and -402. The statutory schene in
16 Utah all ows the Conm ssion to approve the projects if
17 they are in the public interest after considering a
18 set of enunerated factors.
19 Wth regard to those factors, WRA and ot her
20 parti es have presented evidence that the projects
21 result in utility services at the | owest reasonabl e
22 cost to customers, that they reduce risk and
23 uncertainty, provide short- and |ong-term benefits,
24 enhance systemreliability, and provide the Conpany
25 an opportunity to earn a return on invested capital.
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I n addition, devel opnent of the conbi ned

projects is environmental ly responsi ble and -- quote,
will pronote the safety, health, confort, and

conveni ence of the public -- consistent wth Utah
Code 54-3-1.

The hearings over the past few days have
shown a need for the conbined projects. They would
reduce risk, reduce PacifiCorp's capacity shortfall,
and are very likely to reduce system costs and
provi de custoner savings. On the other hand, deni al
of the projects and foregoing the associ at ed
production tax credits will nost likely result in
hi gher costs and risks for PacifiCorp custoners.

Wi |l e sonme have argued that the conbined
projects provide little capacity value to
Paci fi Corp's system-- and that is true -- the
proj ects nevertheless are the | east-cost neans by
whi ch to provide 180 negawatts of capacity. In fact,
because the PTC opportunity -- because of the PTC
that now exists, the projects wll very likely
provi de that capacity while at the sanme tinme saving
custonmers noney. This is a nuch better alternative
than continued reliance on front office transactions
with their inherent costs and ri sks.

But at the end of the day, the Division's
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wtness M. Peaco testified that if the Conmm ssion

found that the projects were likely or would | ower
costs and risks, then they should be approved.
Anot her of the argunments you have heard is that
devel opnent of solar resource be pursued instead.
That is a fal se choice.

If both types of resources are beneficial,
they should both be developed. In fact, as Ms. Kelly
testified, solar and wi nd resources can conplinent
each other with their production profiles, neaning
that their conbi ned system benefits can be nore than
additive if the two projects are both devel oped.
Because of the PTC timng and Iimtations, however,
the wind project is before you first.

Wth regard to the specific savings that
the projects can provide, the wind projects wl|
di spl ace nore costly and risky fossil fuel energy.
Pacifi Corp's evidence in this regard is, in our view,
conservative, and we believe the cost and risk
benefits of the project are in fact significantly
nore than the Conpany portrays.

Paci fi Corp's natural gas price forecasts
are | ower than those of other vendors, which
understates the benefits of the projects. To assune

that as the project opponents have, that because
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1 natural gas prices have been recently trending rage L2t
2 downward -- they will continue to do so -- ignores

3 that today's prices are at historic |lows and can go

4 up much nore than they can go down.

5 It also ignores, as Ms. Kelly's analysis

6 found, that nost recent Henry Hub gas prices show an
7 upward trend. The overly optim stic notion that

8 natural gas prices will remain very | ow over the next
9 20 to 30 years ignores history and the volatile
10 nature of that industry.
11 Simlarly, the Conpany's projections of CO2
12 costs are overly conservative. Reliance on a
13 scenario with zero economc costs for CO2 over the
14 next 30 years is sinply not realistic.
15 M. Chairman, would you like nme to pause a
16 second and allow the court reporter to --
17 CHAIR LEVAR.  You know, we're going to have to
18 rely on the recording, so why don't you just go ahead
19 and conti nue.
20 MR, M CHEL: GCkay. Thank you. So simlarly the
21 Conpany's CO2 project costs we believe are overly
22 conservative. Reliance on a scenario with zero
23 econom ¢ cost for CO2 over the next 30 years is
24 sinply not realistic.
25 (end of audi o suppl enent)
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MR. M CHEL: Despite the current inaction on CO2

regul ation at the federal |evel, the rest of the
world in nmuch of PacifiCorp's service area has noved
or is noving towards regul ating carbon di oxi de. Utah
custoners cannot be isolated fromthis trend,
particularly given today's regional electricity

mar ket s.

It would be inprudent to ignore the risk
and |ikelihood of a future with a price on carbon.
As Ms. Kelly testified, even PacifiCorp's nedi um and
hi gh carbon di oxi de cases are bel ow t he | owest
estimates of future carbon costs provide by other
I ndustry sources.

The conservative nature of PacifiCorp's
econom ¢ analysis in the project is deepened by the
Conpany's use of deflated 2012 dollars to neasure
carbon costs, its exclusion of revenues from
potential REC sales, and its exclusion of potenti al
benefits fromthe sale of credits simlar to ERCs and
EPA's nowstalled Cean Power Plan. While, of
course, these benefits are speculative, they are
I nportant nevertheless to consider as part of the
overal |l eval uation of the projects' econom cs and
risks.

But even if one ignores these benefits,
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uses a uniformlevelized or nom nal approach to both

PTC benefits and capital costs, as the Ofice
suggests, and renpves the unrealistic zero CO2 cost
assunption that even the Ofice's wtness disall owed,
the conbi ne projects neverthel ess provi de econom c
benefits to Pacifi Corp custonmers in five of six
price-policy scenarios, whether eval uated through
2036 or 2050.

O | ooked at another way, a denial of the
projects woul d harm Pacifi Corp's custoners in every
scenari o except the one that assunes perpetually | ow
gas prices and mnimal carbon regul ation for the next
30 years. Denial of the projects is not a good bet.

Per haps nost significant in assessing the
nerits of the projects is a hedging value that they
provide. As Ms. Kelly testified, this benefit was
not fully captured by either PacifiCorp's stochastic
analysis or by its scenario anal ysis.

The hedging value is a key attribute of the
projects that by itself could far outweigh the other
substantial benefits. Robust resources provide
hedgi ng val ue because they avoi d unexpect ed,
hi gh-priced events and the shock of changi ng pl anni ng
envi ronnents. The conbi ned projects hedge agai nst

the potential for tightening whol esal e power markets,
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fluctuating and vol atile prices in the natural gas

market, the likely inposition of carbon regul ation.

As such, they're a resource that is
well-suited to mtigate the inpacts of events and
circunstances that the electricity industry may face
in the future

Finally, one cannot ignore that foregoing
these projects also foregoes the opportunities to
strengthen the transm ssion systemat the sanme tine
reduce custoner rates by taking advantage of hundreds
of mllions of dollars of currently avail able
production tax credits.

VWi | e WRA supports approval of the conbined
projects, we are not blind to sone of the risks to
custonmers that other parties have legitimtely
identified. Specifically, those risks include
capital cost overruns, delays in the start of
operation, and underproduction fromthe facilities.

Because of those risks and recogni zing the
financial benefit to the Conpany that the projects
woul d provi de, WRA supports reasonabl e custoner
protections as part of the approval as identified in
Ms. Kelly's testinmony. These would include no
track -- no resource tracking nmechanism a cap on the

recoverabl e capital investnent and O&M a ten-year
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guaranty of 95 percent of PTC and energy benefits

assuned in the Conpany's May 17th testinony, a limt
on the allocation of transm ssion costs to Utah
custoners equal to the jurisdictional of 88 percent
of those costs, and a limt to Uah's financial
commtnent to the projects to no nore than its
jurisdictional share using the 2017 protocol.
In conclusion, we ask that you approve the

conbi ned projects and enable what we believe is a
very beneficial resource for PacifiCorp's custoners
and the public. Thank you again for the opportunity
to present our position.

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

Comm ssi oner C ark, do you have any

questions for hinf

COMM SSI ONER CLARK:  No questions. Thank you,
M. Mchel.

CHAIR LEVAR M. Wite?

COMM SSI ONER WHI TE:  No questions. Thank you.

CHAIR LEVAR. | have a question about one of the
Ofice's conditions that your w tness has supported
inlieu of a full grant of the application, the hard
cap on the expenses. You heard earlier
Ms. McDowell's argunent that any kind of hard cap

i ke that would not be statutorily authorized; it
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woul d tie the hands of a future commission's ability

to do a prudence revi ew and whether we can -- the
i ssue i s whether we have the authority to restrict a
future comm ssion's statutory authority to conduct a
prudence revi ew of additional costs.

What's your view of that issue?

MR. M CHEL: Conmi ssioner -- M. Chairman, ny
viewis that a conditional approval, if that was a
condi tion of the approval that the Conpany woul d
accept or not accept, would not run into those
pitfalls that you've identified.

In other words, it would be a condition of
approval that the Conpany woul d accept; if they did
that, then ny understanding is they could be bound by
t hat .

CHAIR LEVAR. Ckay. | think that's ny only
question. Thank you.

MR. M CHEL: Thank you.

CHAIR LEVAR. | did have a couple nore questions
for Ms. McDowell that | intended to ask and | failed
to do so, so |l don't think -- | think I'"'mgoing to
back to you and ask these other two. | have two

questions that are related, so I'mgoing to ask both
of them and naybe you can address them together.

As we're evaluating that first factor on
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electricity at the | owest reasonabl e cost, one of the

things that we have to |look at is the robustness of
the RFP response. W had a | ot of discussion over
the last few days.

As we consider that -- as we consider
whet her the response was sufficiently robust to | ead
to a finding on that first factor or a consideration
of that first factor, how should we consider eligible
bi dders versus those who are ineligible because of
the transm ssion queue? Should an ineligible bidder
be considered as part of the robustness of the
response”?

And the second question that's related is
iIs there any flexibility or waive-ability with
respect to the FERC requirenent, with respect to the
i nt erconnecti on queue or are those pretty firm
requi renments with an extrenely high standard for ever
having any flexibility?

M5. MCDOWELL: Okay. Let ne answer your first
question first, and | think if you listened carefully
to the testinony of both the I|E and M. Peterson,
both said the sane thing, which is that the
transm ssi on queue issues were unfortunate, and they
both recomend future steps and future RFPs to try to

mtigate that problem That problemis not a problem
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of PacifiCorp's making, but | think both felt that

per haps through additional comrunication with bidders
that issue could have been managed better.

So for the future we certainly take those
recommendat i ons and consi derations into account, but
for purposes of this RFP, both said the sane thing,
which is, ultimately, the nost econom c bids were
sel ected, that M. Peterson's were fortuitously, the
I nterconnection issue did not interfere with the
mar ket testing of the wi nd projects.

So that's really what that robust response
is. | think you' re looking to get market information
to verify that the projects that are before you are
the | owest cost, and here, we can say that because
the final shortlist was -- initial final shortlist
was sel ected before the transm ssion restudy results
wer e done.

And the results of that were to change out
one Conpany project for another, so it's not as if
there were, you know, PPAs or other bidders out there
whose participation was thwarted because of, you
know -- that they didn't nmake it because of that
I nterconnection queue. | think the IE identified one
PPA that was cl ose, but ultinmately he concl uded that

the final shortlist was the nost econom c shortlist.
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So, you know, M. Peterson did say he

bel i eved that the response was robust, that there
were 72 bids, there were thousands of negawatts
received. Al that happened and was not -- that
didn't get undone by the fact that there was a
transm ssi on-queue issue at the end. So that's the
answer to your first question.

Wth respect to your second question, | was
ready for it because you suggested you m ght have an
interest in that answer, and ny understanding is that
on the transm ssi on-queue issue, ultimately there
is -- you cannot get -- FERC will not waive the
requi rement that you follow serial order in a
transm ssion queue. That is a non-waive-able
requirement. That's just the way it works. That's
the rules of the road.

Those transm ssi on queues are public.
Peopl e can sort out, you know, through the kinds of
options and agreenents how to nove thenselves up in
the queue by getting a better queue position, but
ultimately, you follow a serial order in queue
posi tions.

Now, what is potentially waive-able, what
FERC has | ooked at and given sone flexibility is

different ways to study the queue, but ultimtely
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when it finally conmes down to who gets the

transmssion rights, it's strictly serial queue order
and that is not waive-able.

CHAIR LEVAR: Thank you. | appreciate those
answers. Does that |eave any foll ow up questions?
Conmm ssi oner Wite.

COW SSI ONER VHI TE:  Wel |, not those specific
questions, but | want to follow up on a question you
asked previously. Again, | don't want fol ks to read
anything into this also, but help ne understand in
terns of the process in Oregon and where the Conpany
stands now with respect to the conbi ned projects and
hel p me understand what that would | ook |ike or how
it would differ fromif there was a rejection here
and yet a potential waiver approval.

Does that | eave the Conmpany to be in the
sane spot or does it -- help nme understand how t hat
m ght or mght not be different.

M5. MCDOWELL: Let ne just talk about the Oregon
process. The Conpany -- | think as we went through
and reviewed that Order in the context of this
hearing, the Conpany has | RP acknow edgnent, and the
Conmm ssion was clear in not approving the shortlist,
that that didn't take anything away fromthat |IRP

acknow edgnent, and ultimately that is the critical
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1 approval or acknow edgnent that the Conpany needed.

2 So in Oregon the next step would be to use
3 the nmechani sns that are statutorily allowed for

4 recoverability of renewabl e resources in that

5 jurisdiction, so that -- there's a particular statute
6 that allows the conpany outside of a rate case to use
7 deferral nmechani snms and a specific autonmatic

8 adj ust nent cl ause nmechani smto recover renewabl e

9 resources and associ ated transm ssi on.
10 So the Conpany woul d proceed through that
11 process. That's the Conpany's intention. So it
12 woul d not require a general rate case. It would be a
13 fairly straightforward process, and, basically, once
14 the resources go online, there would be a deferral to
15 capture those full anmounts and then they woul d go
16 into rates through that renewabl e adj ustnment cl ause.
17 There woul d be a prudence review of the resources in
18 that context, so that's the Oregon process.
19 Here, if the Comm ssion waived the
20 requi rement for resources approval, | think that puts
21 the Conpany in a position of needing to file a rate
22 case to get recovery of those resources, and, you
23 know, that would follow in the normal rate case
24 process. | guess | would say that, you know, the
25 reason we're here is because -- and the reason
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there's this statute i s because we've heard | oud and

clear fromfolks that they don't want us to go out
and spend a | ot of noney w thout having a
pr e- approval process.

So certainly if this Conm ssion denied
pre-approval, you know, that would give the Conpany
pause about noving forward on such a significant
I nvest nent just because of the context. | nean,
pre-approval matters. It matters because that's the
statutory schene here, and I think since it's not the
statutory schenme in Oregon, it has a different flow
to it and woul d make the Conpany consider its options
as, | think, Ms. Crane indicated in her testinony.

COMM SSI ONER WHI TE: Thank you.

CHAIR LEVAR. Did you have anything el se before
we nove on?

COMWM SSI ONER CLARK:  If | may.

CHAI R LEVAR.  You just thought you were done
earlier.

M5. MCDOWELL: Pardon ne?

CHAIR LEVAR: | said you just thought you were
done earlier.

M5. MCDOWELL: Yeah, | know. | just left you
speechl ess.

COMM SSI ONER CLARK: My questions relate to
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Chair LeVar's first position about queue position.
Fromthe record, what did a bidder that had a queue
position greater than 0713 learn fromthe restudy
that the bidder wouldn't have known in the

i nformation that the Conpany coul d provide when the
bi ddi ng process occurred?

M5. MCDOWELL: Let me just check with ny
transm ssi on queue expert here.

COW SSI ONER CLARK:  Sure.

M5. MCDOWELL: And, you know, perhaps if it's
acceptable, I can just have Ms. Link, who really
manages those issues for the Conpany, respond
directly.

COW SSI ONER CLARK:  It's fine with me. | know
she's been here throughout the hearing. Just so,
Ms. Link, your comments are confined to the record.

SARAH LI NK: Yes, they are confined to the
record. Sarah Link on behalf of Pacifi Corp.

As M. Vail testified, before the
I nterconnection restudies were perforned, it was
public know edge on Qasis that the interconnection
studi es for Queue Position 708 triggered the need for
the full the build-out of Segnent -- of at | east
Gat eway Sout h.

When we perfornmed the interconnection
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restudies, that trigger point was noved down to

Queue Position 713, so anybody bel ow 713 was
unaffected. Before the restudies they needed the
full build-out of Gateway South and after the
restudi es they needed the full build-out of

Gat eway Sout h, and that was publicly avail able

I nformati on.

COMM SSI ONER CLARK:  Thanks. | appreciate you
rem nding me of how that worked.

CHAIR LEVAR. Wth that, | think we're ready to
nove to M. Hol man next.

MR, HOLMAN:. Thank you, Chair LeVar. Good
afternoon, Comm ssioners Wiite and Cark. | just
want to first thank the Comm ssion for letting us
wap this up with closing argunents. | appreciate
the opportunity to reiterate our case.

As you've heard from Ms. Bowman's testinony
in her statenment today, Utah Cean Energy is in
support of the conbined projects, but the scope of
Utah C ean Energy's testinony throughout this
proceedi ng has | argely focused on the benefits that
the conmbi ned projects afford U ah ratepayers as they
relate to risk mtigation and clinmte change
specifically.

Ms. Bowran filed testinony and her

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



http://www.litigationservices.com

HEARI NG DAY 4 DOCKET NO. 17-035-40 - 06/01/2018

© 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 135
statenent today provided details of our position in

this docket and in the interest of brevity, to wap
this up alittle bit faster, I'Il only briefly
summari ze those questions now, but |'m happy to take
guestions if you have any after the fact.

Title 54, Chapter 17, Parts 302 and 402
list some of the factors that the Conm ssion
consi ders when determ ni ng whether a proposal is in
the public interest. These factors include whether
t he proposal would provide the | owest-reasonabl e cost
el ectricity but also the long-termand short-term
i npacts, risk, reliability, and other factors
determ ned by the Conm ssion to be rel evant.

CGeneral ly, our position is that the
conbi ned projects are a positive initial step towards
t he decarboni zing Pacifi Corp's energy generation
fleet, which can be realized nore economcally for
rat epayers through the production tax credits. The
conbi ned projects will also proactively position the
Conpany to respond to increases in fuel and carbon
costs as well as regulatory changes that nmay require
addi ti onal renewabl e resource capacity in the future.
This alleviates risks for ratepayers.

The risks identified by other parties in

this proceeding can be mtigated with the inclusion
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of ratepayer protections outlined by the Ofice and

just summarized by M. Mchel fromWRA Utah C ean
Energy al so supports these positions as reasonabl e
saf eguards designed to help ratepayers realize the
short-termand | ong-term benefits of the conbi ned
proj ects.

Wiile Uah Cean Energy's testinony in this
docket addresses many of the public interest factors
fromparts 302 and 402, | would like to focus for a
nonent on the |ast fact, the other factors that the
Comm ssion may deemrel evant. Throughout our
testinony Utah C ean Energy has expl ai ned why the
risk and costs of climate change are relevant to
consi der when determ ning whet her the benefits of the
conbi ned projects outwei gh the costs.

There's w despread scientific consensus

based on existing information that significant carbon
di oxi de em ssions reductions are necessary to
mtigate the adverse inpacts of climate change.
Utah Clean Energy cites the climte science speci al
report in our testinony, which broadly outlines the
body of know edge regarding the anticipated inpacts
of a changing climate.

A nunber of U S states and countries have

began to address this issue through policies that
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1 regul ated carbon em ssions. [In Uah, during ch?%%f§7

2 general legislative session, the Utah |egislature

3 enacted and the governor signed, House Concurrent

4 Resolution 7, which is entitled Concurrent Resol ution

5 on Environnmental and Econom c St ewar dshi p.

6 This resol uti on acknow edges a change in

7 climate and reasonably encourages state agencies to

8 reduce em ssions through incentives. |t encourages

9 reliance on and understandi ng of clinmate science and

10 states in relevant part, quote, that "W shoul d

11 prioritize our understandi ng and use of sound science

12 to address causes of a changing clinmate and support

13 I nnovati on and environnental stewardship in order to

14 realize positive solutions,” end quote.

15 It al so states, quote, that "The

16 Legi sl ature and the Governor encourage individuals,

17 corporations, and state agencies to reduce em ssions

18 t hrough incentives in support of the growth in

19 t echnol ogi es and services that will enlarge our

20 econony in a way that is both energy efficient and

21 cost effective," end quote.

22 These sel ections fromthe resol ution

23 represent an acknow edgnent by the |egislature and

24 the governor that our climate is changi ng and t hat

25 reduction -- and that reduci ng em ssions through
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incentive like the PTCs will benefit the public. As

such, em ssion reduction is a relevant factor that
t he Commi ssi on shoul d consider when conducting its
public interest analysis.

The conbi ned projects represent a
time-limted opportunity to | everage tax incentives
t hat encourage the acquisition of resources that we
believe will inpute benefited to ratepayers over
their useful lifetimes and in part as result of
reduci ng em ssi ons.

The conbi ned projects will also protect
rat epayers fromfuture uncertainty and risk rel ated
to increasing fuel and carbon costs. For these
reasons we believe the conbined projects are in the
public interest and | respectfully reconmend that the
Comm ssi on approve them Thank you.

CHAI R LEVAR.  Thank you.

Comm ssi oner Waite, do you have any
questions for M. Hol man?

COMM SSI ONER WHI TE:  Yeah, just one. | am
famliar wiwth that resolution. |'mnot probably as
famliar as UCE is. Fromyour perspective, does it
matter where these resources are |ocated? |n other
wor ds, these resources are |located in eastern Wom ng

and not in the state of U ah. Does that resolution
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point to any kind of |ocational specificity or is it

just --

MR, HOLMAN:. | don't think the resolution, you
know, specifically disqualifies resources that
operate outside of bounds of Uah. | think because
it was the Utah | egislature and the Utah governor
generally they had Utah in m nd, but because of
Paci fi Corp's systemand the nature of it, resources
i n another state benefit U ah ratepayers. So by
maki ng changes in the Pacifi Corp system|largely or
generally, you are benefiting U ah ratepayers.

COW SSI ONER VHI TE:  That's all | have. Thank
you.

CHAI R LEVAR  Conmi ssi oner O ark.

COMM SSI ONER CLARK: | don't have any questi ons.
Thank you very nuch for your participation.

MR. HOLMAN: Thank you.

CHAIR LEVAR. | think | have one. | apologize
if this would have been a better question for your
witness this norning. | think it mght have been to

address to her.

MR, HOLMAN: I'Il try ny best. 1It's ny second
nonth so --
CHAIR LEVAR: (Ckay. |'munderstandi ng your

position is you' re suggesting sonme kind of
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val ue- adder that we should consider for climte

change in addition to the CO2 pricing that's in the
nodel i ng. Do you have any kind of quantification
that you're suggesting for that? O in the
alternative, how would we go about quantifying that
as econonm c regul ators?

MR, HOLMAN:. | think in Ms. Bowman's final round
of testinony there is a short quantification of the
amounts of carbon that these resources would offset,
so by introducing that added value or attributing a
value to that carbon and then adding that value to
the benefits of the conbined projects, you would be
able to, in that regard at |east, introduce sone sort
of quantitative benefit when considering whether the
conbi ned projects are as a whole in the public
interest. But beyond that, we haven't done any
guantitative analysis to enable the Conm ssion in
this proceeding to determne the benefits
holistically of climte change mtigation fromthe
conbi ned projects.

CHAIR LEVAR: Ckay. | think the clarification
I"m | ooking for is your position is that value you
descri be shoul d be an adder-to nodeling potential CO2
costs? |Is that UCE s position?

MR. HOLMAN:. That's correct, yes.
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CHAIR LEVAR. Ckay. Thank you for your closing

st at enment .

Ms. Hi ckey.

MS. HI CKEY: Thank you, sir. Lisa Hi ckey
representing the Interwest Energy Alliance.
Interwest is a trade association of w nd, solar,
geot hermal , and energy storage devel opers wor ki ng
wi t h nongover nnental organi zations to pronote the
growt h of renewabl e energy around the internountain
region including here in U abh.

I nterwest pronotes the conbi ned projects
because they will provide fuel cost free, stable
price, |lowcost em ssions-free energy wwth sone
capacity benefits for U ah ratepayers. |nterwest
retai ned G egory Jenner due to his tax expertise
related to the PTCs because we antici pated that
potential changes to the PTC nay be at issue early in
the proceeding and we thought it may be of help to
the Commi ssion and the parties.

In the end, he testified that
Rocky Mountain Power's tax analysis seens to be
valid, confirmthat it is not all-or-nothing
eligibility but is determ ned on a turbine-by-turbine
basis and said that PacifiCorp's guarantee of PTC

eligibility is a valuable one and reliable even in
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1 t he event of unforeseen roadbl ocks because there's

2 sone ability to prove excusabl e del ays due to

3 permtting and other matters outside of PacifiCorp's
4 control while building the transm ssion |ine.

5 That said, it's clear tine is of the

6 essence as descri bed by Rocky Mountain Power to gain
7 t hese hundreds of mllions of dollars in discounts

8 brought by the PTCs avail able to the wi nd projects.

9 M. Jenner also confirned that while |nterwest
10 clearly supports additional solar acquisitions in the
11 near term because of solar energy's benefits to
12 bal anci ng the system when added in addition to w nd,
13 as testified by other parties including Ms. Kelly,
14 and to acquire the 30 percent ITC | evel s, Rocky
15 Mount ain Power's planning follows industry trends
16 del ayi ng solar until w nd has been acquired to
17 acquire the PTGCs.
18 We do | ook forward to hearing nore about
19 sol ar acquisitions arising out of the solar RFP or
20 ot her negotiations in the near future. |nterwest
21 recommends that Rocky Mountain Power continue to grow
22 its wind fleet because of its hedge val ues, providing
23 a hedge agai nst natural gas volatility provi ded over
24 the long-term That's been testified to by several
25 W t nesses.
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Renewabl e energy can provide reliability

benefits to the system especially through a

conbi nati on of wind and solar as testified by

Ms. Kelly. Replacing a systemrun on fossil fuels
with capital investnents in nodern technologies wll
be nore efficient and reduce regulatory costs going
forward

I nterwest and other parties including the
Di vi si on have consistently recomended t hat
Paci fi Corp reduce its reliance on FOls, front office
transactions, due to the |ikelihood that power costs
will rise while natural gas prices rise.

And because of the risks of power price
volatility over tine, the capacity need is growing to
over 3000 nmegawatts, as testified by the UCE wi tness
Kat e Bowman, by the end of the planning period. Even
M. Peaco fromthe Division agrees that natural gas
prices are likely to rise, so the costs of front
office transactions wll rise.

Interwest, along with the Division and
ot her | RP st akehol ders, have al so recommended t hat
Paci fi Corp continue its transm ssion planning to
inprove reliability and allow it to integrate
renewabl es fromrenote areas, both w nd- and

solar-rich regions.
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1 Overall transm ssion planning wll aIZ%?e e
2 serve U ah directly through enabling sol ar

3 i nterconnections along with the winds as you go

4 forward. Utah can benefit in the neanwhile fromthe
5 advanced wi nd technol ogi es brought with these

6 conbi ned projects.

7 As testified by Rocky Muntain Power

8 w tness Teply and M. Vail -- Chad Teply and

9 M. Vail, this transm ssion |ine and upgrades have
10 been pl anned for about ten years and were antici pated
11 to be built in 2024. Interwest is concerned about
12 the argunents fromthe Division that transm ssion
13 upgrades nust not be approved until a line is needed
14 for reliability in the imediate future and then nust
15 al so be separately substantiated through econom c
16 pri nci pl es.
17 We urge the Conm ssion not to wait to
18 approve these upgrades until the line is affecting
19 reliability in the very near term because as we all
20 know it takes years to permt and build a |line and by
21 then Utah ratepayers and busi nesses in Casper will be
22 suffering losses. Interwest recomends you approve
23 these transm ssi on upgrades while you have the new
24 wi nd projects to pay for it.
25 The PTC has al ready dropped bel ow
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100 percent and is scheduled to expire conpletely.

The I TC on the other hand continues for a higher
| evel for a |longer period, so solar acquisition
trends are noving a bit behind wind. Projects nust
commence construction in 2019 to qualify for the
hi gher 30 percent |ITC | evels.

That said, we strongly urge solar
acqui sitions after these conbined projects are
approved and noving forward. W w Il be continuing
to urge this in the 2019 IRP so that the planning and
t he approval process can nove forward sequentially
and as it is usually contenpl at ed.

| shoul d make sone comments about the RFP
I nterwest nenbers include the | eading w nd devel opers
and manufacturers, both winners and losers in this
| RP bid review process. W are keenly interested in
keepi ng the markets conpetitive because it |owers
costs for ratepayers, but our advocacy does not just
i ncl ude pronoting the benefits of PPAs. Interwest
al so supports utility ownership of renewables. Wile
Paci fi Corp has been sonewhat slower to adopt
renewabl es than we m ght have |iked, they are
generally followi ng industry trends in this sense,
and that's prudent behavi or.

We have seen nore utilities want to own
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wi nd over the last eight to ten years as Pacifi Corp

has done, and now over the past few years, utilities
have shown a growi ng interest in owning and operating
their only solar plants. |Interwest encourages this
utility ownership so long as the utility ownership is
ground in acquisitions out of conpetitive
solicitations. W need those solicitations to test
the prices agai nst the market.

We note that a build-transfer project is
not the sane as a utility self-build project, and
there are nore inherent risk reductions with the BTA
These BTA projects have been developed in this case
by the sophisticated wi nd devel opers as descri bed by
the I E, which chose and devel oped the site and
acqui red the queue positions that eventually were
avai |l abl e to Rocky Muntai n Power.

A BTA includes conponents whi ch have been
conpetitively acquired fromthe market, again,
reduci ng costs and spreadi ng the econom c benefits
t hrough the supply chain. These benefits and | ower
costs will nowinure to the ratepayers including Uah
electricity custoners. Uah believes that utility
ownership actually can generate nore conpetitive
activity in a market because it nmakes it nore likely

autility will actually acquire froma conpetitive
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solicitation.

It's inportant to note that BTAs were
derived fromthe solicitation. They had to conpete
directly agai nst those PPAs that were bid including
the PPA that was ultimately acquired. The Utah IE
found -- 1'll quote here at page 78 read by M. Hayet
this norning, "At the request of the IEs, PacifiCorp
ran a 30-year analysis as well as assessnents w t hout
using nom nal dollars for PTC benefits. The results
show that BTA and PPA for the nost conpetitive
projects to be close in value."

Therefore, utility owned projects are not
necessarily higher costs when acquired under these
conditions. That is not to say we shouldn't continue
to inprove and carefully nonitor solicitations
devel oped by Pacifi Corp and approved by this
Comm ssion. A transm ssion neeting and i nproved
transparency woul d be appropriate in the future as
requi renments for solicitations and including the
sol ar solicitations.

As to the nodeling, Interwest concurs that
Rocky Mountain Power's nodeling assunptions appear to
be conservative. The totality of the nodeling shows
costs savings to Utah electricity consuners. As

testified by UCE's Kate Bowran, regulatory and costs
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of burning fossil fuels are nore likely to go up

rat her than down or to remain flat.

Ms. Kelly for Western Resource Advocates's
testinony reflects the history of PacifiCorp's
nodel i ng of higher carbon price in other |IRP venues
and other trends in the industry to represent higher
regul atory costs going forward. Even if we force-run
car bon- produci ng coal units, that doesn't necessarily
mean that prices wll not spike for these resources,
especially if we continue to include reasonable
envi ronnent protections in our regulation of these
resources. Therefore, the | ow gas and zero carbon
cost scenario seens to be the least |ikely outcone
goi ng forward.

I nterwest notes that UCE s testinony this
nor ni ng whi ch shows a nuch higher | evel of benefits
when you revert to carbon costs used by PacifiCorp in
June 2017.

| wanted to say just sonething about the
MSP di scussi ons whi ch causes concern about risks and
cost allocations in the future. There certainly is a
trend for changing regulatory schenes for utilities
going forward that naturally results in a trend to
fear the risks of long-terminvestnents. Long-term

i nvestnents, therefore, are harder to pronote al
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1 around the West because each state has its own

2 version of deregul ation or new regul ati on goi ng

3 forward

4 But | urge you to consider the potentia

5 I nefficiency of avoiding long-terminvestnents.

6 There are risks in the future. W always have nade
7 | ong-terminvestnents in the face of uncertainty.

8 Long-term uncertai nty has al ways existed, but

9 considering the potential for grid regionalization,
10 one of the major benefits for regionalization, which
11 I think is widely known is the |ikelihood of reduced
12 reserve requirenments |owering costs. And those
13 reduced requirenments result from geographic

14 diversity. Therefore, we will continue to rely on
15 the main-stemgrid and transm ssion planning and

16 conti nued upgrades goi ng forward.

17 So we urge continued step-by-step

18 transm ssi on devel opnent because it will be critica
19 to maintain reliability and to continue devel opi ng
20 stabl e-price clean energy resources.
21 Recogni zi ng the cautions warranted,
22 I nterwest asks you to find that the conbi ned projects
23 are a unique opportunity to acquire generation
24 capacity resources at a substantial discount due to
25 the PTCs. Interwest pronotes conbined projects as
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bei ng econom cal |y beneficial over tine.

Thank you very nmuch for your attention, for
the opportunity to appear, and for all of the hard
work to yoursel ves, of course, and your staff and al
of the parties. Thank you.

CHAI R LEVAR.  Thank you.

Conm ssioner Cark, do you have any
questions for Ms. H ckey?

COMWM SSI ONER CLARK:  No questions. Thank you,
Ms. Hi ckey.

CHAI R LEVAR:  Comm ssi oner Wite, do you?

COW SSI ONER WHI TE: Yeah, this one -- | nean
you may not have information or feedback on this, but
you represent the only market participants in this
process, and certainly a robust process, you know,
with conpetition is extrenely inportant. There's
been a | ot discussion specifically about the issues
of the transm ssion queue and what was communi cat ed
and what wasn't.

What can you tell us in terns of what the
mar ket feedback was wth respect to how t hat
transpired? | know that's chall engi ng because you
represent probably differing market participants, but
I think you' re the only one who can naybe even

provi de that because you represent market
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participants.

M5. HICKEY: |It's a very inportant question,
Conmm ssioner Wiite, and it's a challenge, it is,
because | represent all sorts of devel opers; and we
do, as | said, have a real interest in maintaining
conpetitive markets and, therefore, transparent and
predi ctabl e solicitations.

The queue issue was a m sstep and could
have been at |east mtigated by a full discussion of
the transm ssion issues going forward by a separate
neeti ng probably just as recommended by your EIl.
Time was of the essence as you know, and there is not
a lot of testinony about this, but there is a
separ ati on.

There was sone testinony about the
separation in parts of PacifiCorp. Their
transm ssion teamcan't talk to the generation team
and so there's a built-in | ack of conmunication
required by law, and therefore, | think that avoi ded
a nelding of step-by-step communication for all the
bi dders i n advance when we woul d have preferred it.

As one of the | Es described, the generation
acquisition got in front of the transm ssion
pl anni ng, and the transm ssi on announcenents t hat

they could even produce fully for the bidders.
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There was di sappoi nt nent about what

happened with the queue and how initially it was
publ i shed to be anyone around the region could bid,
and then it turned out well, didn't matter too nuch

I f you canme from el sewhere. But recall that the
gueue positions were owned by devel opers who had held
them and stayed in the queue legitimately and then
ultimately were acquired by Pacifi Corp as part of
BTAs, and | don't know about the PPA, where that fits
In there.

So it wasn't as if PacifiCorp was secretly
hol ding on to them thensel ves and sonehow pi voted so
that there was sonething unfair about ending up with
t hose queue positions. It just disappointed those
down the line in that they m ght not have had ful
opportunity that they thought they had.

So there is sone disappointnent, but that's
why | nmentioned that utility ownershi p now has
awakened interest in this nmarket again, and it wll
bri ng nore robust response in both wind and sol ar.
We've seen that in other areas. | believe that to be
true, and it will continue for the next RFP put out
by PacifiCorp. W do need to keep nonitoring these
things. W do need to have the step-by-step approval

of the RFPs, requirenent for neetings, and, you know,
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bi dder communi cati on that can be nonitored by the IE

Most of those rules are in place, and in
the end, these -- you know, sone of the best bids
wer e chosen, and those conpeted agai nst each ot her
and they were very close in price as far as | can
tell. | don't have -- anyway, | won't tal k about the
confidentiality and what was avail able. But you know
that, and so that makes these very |ow price bids
that you' ve ended up with in these conbi ned projects.

One other thing I wanted to say and |

forgot what it was. So in the end -- oh -- well, |

woul d anal ogi ze this to, you know, we're trolling
along and we hit a snag, but it's not sufficient to
turn the boat around. No RFP and bid review process
is perfect.

|'"ve read a ot of IE reports. 1've talked
to a lot of devel opers, and you woul d be surprised
how nuch they can shrug off and nove forward because
they believe this is still a productive nmarket and
that there wll be nore to cone especially with
regi onalization to cone.

CHAI R LEVAR  Ckay. Thank you, Ms. Hi ckey.

I think we'll nove -- do the other parties

have an agreenent on what order they wanted to go in

or should we go in the order we typically do?
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M5. SCHM D: W have discussed allocati on of

tinme and order.

CHAIR LEVAR. Ckay. Before that, | wll
mention, if you reserved tinme for rebuttal, | believe
you have roughly 18 mnutes after we get through the
ot her parties.

M5. MCDOWELL: Thank you.

CHAIR LEVAR. Ckay. Ms. Schm d.

M5. SCHM D: The Division gets to start.

CHAI R LEVAR  Ckay.

M5. SCHM D:. Thank you for the opportunity to
present this closing argunent on behal f of the
Division. This case is fundanentally about ri sks,
not benefits. The Conpany has failed to prove that
t he approval of the conbined projects is in the
public interest because it has neither grappled with
these risks nor adequately considered alternatives.

The Conpany has seeningly boundless faith
inits forecasting that neverthel ess ends right at
the point where it's risk begins. The future w thout
these projects is a reasonable one with relatively
| ow costs. The future with these projects is
uncertain and could involve slightly | ower costs or
significantly higher costs and stranded assets,

particularly in | ater years.
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The Conpany has engi neered a changi ng set

of projections, inputs, and assunptions that in
association with its anticipatory procurenent
activities virtually guaranteed that its projects
woul d be selected. These projects are not needed,
and they would only be in the public interest if they
resulted in | ower costs. The Division does not

beli eve that they do.

Far from being certain, the prospect of net
benefits depends on assunptions about gas prices and
carbon prices, demand projections, transm ssion
subscription projections through Pacifi Corp's QATT,
assunptions about the nature of electricity systens
many years in the future, and projections of term nal
val ue based on conjecture.

G ven that a mnor variation in any of one
t hese projections could erode any projected net
benefit, the conbined projects are not a risk worth
taking. |Indeed, the Conpany has evidence its
unw | i ngness to accept virtually any risk of these
variations occurring. Even when the Conpany has been
able to mtigate risks, it has cone at no cost to it.
Rat her, it asks the captive ratepayers to bear the
ri sks the Conpany cannot shift to vendors or others.

["11 highlight just a few of these risks.
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"Il start with nodel inputs. The Conpany has

conducted a | arge nunber of anal yses and scenari os
usi ng conpl ex planning nodels, but the validity of
the results depends on the accuracy of the inputs.

It doesn't matter how many runs the Conpany did or
how conpl ex the analysis was, the credibility of the
results nust be judged by the quality of the inputs,
not the volune and conplexity of the analysis.

In this case, the Conpany's anal ysis masks
key assunptions, omts key alternatives, and ignores
significant risks resulting in an inflated
representation of the benefits of the conbi ned
project. The inputs and nethods used in the
Conpany's nodel i ng have produced results and anal yses
that are biased in favor of Conpany owned w nd
proj ects over w nd power alternatives.

And these results are biased in favor of
the combined projects in total over other
alternatives. The Conpany has repeatedly nodified
Its nmethodology to omt costs attributed to the
conbi ned projects and to i npute specul ative benefits
to justify them

Next, I'd like to tal k about gas risks.
There is a risk associated wwth the three natural gas

price scenarios presented by the Conpany. D vision
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W t ness Dan Peaco determ ned that the three natural

gas scenari os were skewed hi gh when conpared to
then-current forward prices.

The Conpany has updated its natural gas
price, but M. Peaco continues to believe that the
Conpany's md and high cases |ikely overstate the
val ue and that the | ower cases should be given
significant weight. He also believes that a sinple
wei ght ed average of the three gas price scenarios
al so skews the risk-weighted anal ysis to higher
proj ects.

In response to a question in yesterday's
hearing, M. Peaco testified that a curious and
abrupt bunp in gas price projections four or five
years in the future raises the gas prices
significantly fromthen on. Hi gher gas prices yield
hi gher estinmates of benefits of the conbi ned project.
Wthout that junp in prices when the Conpany
transitions its forecast fromfutures to projections,
the prices would be significantly | ower, eroding
benefits.

I ndeed the Conpany's prices are projected
to rise faster than general inflation for the
duration of the wind projects' lives. To put this in

context, to get to the nmedium gas case proposed by
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t he Conmpany, the Comm ssion would have to assune that

natural gas prices would rise fromtoday's pricing at
a rate higher than 4 percent a year for year after
year for decades. Recent history certainly does not
support such inflation projections.

Furthernore, the Conpany has offered no
real support of this -- for its projection of
gas price inflation other than generalized conjecture
about LNG exports and denmands.

G ven the Conpany's poor predicted track
record about gas prices, the D vision understands why
t he Conmpany would be unwilling to assune the risks of
its projections being significantly wong. The
Di vi sion remai ns uncertain about why the Conpany is
eager to have ratepayers assune the sane ri sks.

Caution is warranted based on the nature of
predi ctions and the Conpany's history of being wong
in recent years that have led to -- that lead to
unacceptable risk for ratepayers. The Conpany cl ai ns
that the Division's position in the JimBridger
docket requires or suggests that the Division support
approval here, but the two cases are fundanentally
different. In JimBridge a choice had to be made.
The choice was to invest in the SCRs or to convert

the plant to gas. Here the no-action alternative is
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reasonable and is the | east risk.

That is to say that the nunber of magnitude
of the risks of doing nothing is snmaller than the
nunber and magni tude of risks involved in approving
t he conbi ned projects.

The Conpany clains its gas forecasts are
conservative. Yet in the JimBridger case it seeks
to use it as an exanple of how its planning and
proj ections work. Actual gas prices ultimately have
been | ower than the Conpany's projections. It now
appears that converting the plant to gas woul d have
been the nost econom cal deci sion.

This result supports the Division's request
that the Comm ssion be cautious in relying upon the
Conpany's gas forecast. This case is different from
the -39 case, and given the uncertainties here, the
no-action alternative avail able here is the decision
nost in the public interest.

"Il focus here on the request to approve
transm ssion project. Here the Conpany seeks
approval of a nearly 700 mllion new transm ssion
i ne, making the accuracy of the risk/benefit
anal ysis nore conplicated and nore critical in this
case than it was in the -39 docket because this case

not only involves gas forecast but also transm ssion
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| i ne esti mtes.

These risks include that the transm ssion
line is an all-new greenfield construction, that
there's a nuch tighter tineline to neet the PTC 2020
requirenment. One-third of the cost of the new
transm ssi on, whereas none in the repowering, has to
be built and fully produced to support the costs as
wel | as the wind project costs.

Studies are still needed to ensure that
transmssion will be sufficient to allow full w nd
delivery, and delivery was not an issue in -39. The
benefit/risk ratios are worse in any of the
12 repowering projects in many scenarios. The 12 --
the scenarios -- the | ower benefits relative to costs
here present a much higher risk than they did in the
-39 docket.

The Division is concerned that inaccurate
transm ssion |line cost projections could have favored
the selection of Wom ng wi nd resources over projects
outside the constrained area. 1In declining to
acknow edge the RFP shortlist pertaining to the
conbi ned projects, the Oregon comm ssion noted its
| E's concern that the cost projections for the
D2 segnent, Aeolus to Bridger, are a major driver of

selection in this RFP and, if actual costs are
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higher, it may turn out that a better solution would

have been to select nore supply from outside the
constrained area in Womng. And that's with the
Comm ssion's Order, DPU Cross-Exhibit 3 at page 4.

The Division shares this concern. Because
the required transm ssion studi es have not been
conpleted, it's inpossible to accurately predict the
true cost of the transm ssion |line, making the
overal |l conbined project estimates still uncertain,
particularly where the cost/benefit analysis and
proj ect selection has been based on md and high
cases that |likely overstate the val ue and on cases
that dismss the | owcase results.

The Division believes these | ow case
results should be given significant weight.
Regar dl ess of whet her other projects m ght have been
sel ected, the Conpany's projections could still
suffer fromsmall inaccuracies that erode benefits.

"Il talk about MSP risk next. The O egon
deci sion on the conbi ned projects highlights the
risks inherent in this case that are associated wth
the MSP. In that May order the public -- the Oregon
conmm ssi on declined to acknow edge Pacifi Corp's
request for proposals related to the conbi ned

projects. Through this action the Oregon conm ssion
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deni ed the Conmpany and ot her stakehol ders an advance

indication that the Conm ssion is satisfied at this
point in tinme with the Conpany's anal ysis of which
mar ket opportunities neet or net the IRP's objectives
as | east cost, least risk to custonmers. That's at
page nine.

The Oregon commi ssi on deci sions and our own
| ES' concerns reinforce the D vision's concern about
the effect that Oregon policy decisions nay have on
Ut ah ratepayers and their responsibility through
Paci fi Corp's nmultistate process. Wile the
Commi ssion -- sorry -- while the Conpany correctly
poi nted out on cross-exam nation that the failure to
acknowl edge does not necessarily change the product
stance in Oregon, if Uah were to approve while
Oregon wi thhol ds approval, the Division is concerned
that Oregon will have gai ned additional |everage in
the current discussions about realigning resources.

The Conm ssion is not convinced that O egon
woul d forego using that |everage, given the higher
costs it will face, fromreplacing a | arger anount of
assets in advance of its 2030 commtnent to renove
coal fromits system One additional possible
adverse consequence is that in a future proceeding

Oregon could reject its share of the conbi ned
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1 projects after they are built, |eaving the Conpany

2 wi th the unpal at abl e opti on of burdening Utah

3 rat epayers and those of other states with those costs
4 or saddling shareholders with those unassigned costs.
5 That option is surely as unpal atable to the Conpany

6 as burdening U ah ratepayers with Oregon's share is

7 to the Division.

8 I ndeed, the history of the MSP reflects in
9 part a story of the Conpany seeking to plug hol es
10 created by differing state allocations. This risk
11 was acknow edged when the nergers first began. This
12 risk was specifically dealt with in the nost recent
13 acqui si tion of Rocky Muntain Power by Pacifi Corp.

14 In that case a stipulation agreed to by the
15 parties and approved by the comm ssions said that the
16 Ut ah ratepayers were in essence to be held harnl ess
17 fromcosts increasing due to the nultistate project,
18 but also, | nust note, that the stipulation and order
19 approving it did not prohibit the Comm ssion from
20 approvi ng prudent costs.
21 But the Utah | egislature recognized this
22 complexity too, and its solicitation statute all ows
23 consideration of this nmultistate risk. Wen taking
24 all these together in light of Oregon's decision,
25 when evaluating this over -- or approxi mately
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1 $2 billion project, the Division urges the Cbnn$§¥?3ﬁ4
2 to recogni ze what the statute recognizes, that |arge
3 procur enment deci sions can have significant
4 inplications in the nmultistate process, especially if
5 there's any indication of skepticismfromone or nore
6 st ates.
7 The MSP process is at a critical stage with
8 the 2017 protocol expiring Decenber 31st, 2019 and no
9 agreenent on what to do when it expires. Because NMSP
10 negoti ations are occurring right now, the Division
11 urges the Conm ssion not to nmake deci sions that m ght
12 adversely affect Utah's negotiating position or
13 unjustly burden Utah ratepayers in the future. W
14 don't understand what those may be, but these are
15 ri sks that the Conpany has not addressed.
16 Turning now to benefits, the Conpany's
17 anal ysis overstates the benefits and ignores key
18 downsi de risks, the risk sonme of which were discussed
19 above. The Conpany's reliance on specul ative
20 assunptions, its om ssion of key alternatives and its
21 di sregard of significant risks, produce an inflated
22 representation of the benefits of the conbined
23 proj ects.
24 In part the Conpany relies upon specul ative
25 benefits to justify the conbined projects such as an
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arbitrary termnal value and the unproven assunption

that transm ssion subscription revenues will remain
at today's |evels for decades even though the
el ectric industry is ever-changing.

When conbining all of these together, the
Conpany presents a price-policy scenario matrix that
suggests that nost of the outcones are net benefits
for custoners, but this conclusion belies the fact
t he Conmpany's nodel i ng does not present a fair
anal ysis of the projects in any of the
price-policy scenarios.

As a result, sinply assum ng that nore net
benefit outconmes in the matrix nean that the conbi ned
projects are nore likely than not to produce a net
benefit for customers is not the correct concl usion.
However, sone parts of the application surely would
result in a different type of benefit, a benefit for
t he Conmpany, not for the ratepayers.

For exanpl e, the Conpany proposes to create
a new nechanism the RTM to recover its cost from
rat epayers, inplenmenting an RTMwould permt the
Conpany to put off filing a general rate case in
which all aspects of its business would be adj usted
to current conditions. Just as the Comm ssion

recogni zed there was no need for an RTMin the -39
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docket, there is no need for the RTMin this docket.

A rate case, and one sooner and not later, is the
nost appropriate way to address recovery of costs
associ ated with the conbi ned projects.

Next I'Il briefly address need. The
Di vi si on has made nuch of the distinction between
need and econom c opportunities because in this case
it matters. The Division understands the Conpany's
smal | short position and the general options
avail able to neet it.

The Conpany woul d have you believe that
only the conbined projects will neet the Conpany's
need and that an inquiry need to go no further.
That's wong. These projects would constitute part
of the Conpany's |east-cost, |east-risk portfolio
only if they were cheaper and |less risky than front
of fice transactions, other bilateral transactions,
different resources, and a host of other resources
t hat have not been considered by the Conpany in its
nodeling or in its RFP design.

The Division and others believe that the
Conpany has failed to anal yze these consi derati ons
and did not solicit capacity fromthe market
generally to neet the Conpany's asserted need. So in

sonme cases the Conpany's failure to analyze was that
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it failed to adequately consider these other options.

In others, the failure was that the Conpany never
consi dered them at all.

Further, the Oregon I E confirned that
sel ected bids were not the | east-cost offers but
rather the | owest-cost offers that were viable under
the current transm ssion assunptions and constraints
I nposed by the Conpany in its RFP. The Uah |IE al so
di scussed the constraints and restrictions that the
RFP put on sel ected resources.

These failures, which the Conm ssion has
not yet addressed in the |IRP docket, appear both here
and in that | RP docket. The Conpany has resisted
pre- and post-filing suggestions that an all-source
RFP woul d reveal the full market. It has resisted
nodel i ng changes that woul d al |l ow cont enpor aneous
consi deration of other renewabl e resources.

It has resisted further devel opnent of
alternate term nal value and transm ssion
subscription assunptions. It has resisted calls for
it to provide full assessnent of the downside risks
it is asking ratepayers to assune. |In short, it
appears that the Conpany has resisted nearly
everything that could have jeopardi zed the Conpany's

proj ections or conpeted with the Conpany built
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projects, projects that the Conpany appears to have

envi sioned frombefore this case was filed. | base
t hat upon the Conpany's actions in amassing Safe
Har bor assets.

Having failed to consider a nunber of
alternative identified by other parties, there is no
basis for the Conpany's claimthat these projects are
part of a | east-cost, least-risk portfolio. 1In an
attenpt to justify this resistance fromfully
di scovering the market and anal yzing vari ables, the
Conpany changed its claimthat approval of the
transm ssion projects was needed to capture a
time-limted econom c opportunity to one that is
needed i n any event.

The Conpany's after-the-fact clains of
resource needs are not necessarily supported by its
analysis or its procurenent actions. Recall the
di scussion earlier in this hearing about the
Conpany's representation in the Oregon speci al
meeting that it would not build the transm ssion
proj ect because it was not needed.

The Conmpany al so acknow edged that the
transm ssion projects are not econonm c w thout the
wi nd projects and the associ ated PTC benefits.

However, Conpany questioning of Division wtness
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Dan Peaco suggested perhaps the Conpany intends these

projects to neet other state's policies including
California and Oregon's carbon policies. |If
Paci fi Corp wishes to satisfy those states' public
policy goals, the ratepayers fromthose states should
pay for them

The Divi sion has acknow edged that often
utilities and regul ators must proceed on the basis of
| ong-term projections we know will be wong, but this
I's not one of those tines. Here, the future w thout
the conbined projects is a reasonably priced future.
That is the real conservative assunption. Instead of
that future, the Conpany woul d have you take a risk
for ratepayers while conpensating the Conpany for
risks it is not taking.

Far fromthe Conpany proposing a reasonabl e
project after a full study of alternatives using
conservative assunptions, the Conpany asks for you to
roll the dice. There is sonme chance it will pay off
for ratepayers, but the house always w ns, and here
it wll win bigwth the addition of billions of
dollars worth of rate base.

Locking in billions of dollars of |long-term
assets that provide very little neaningful capacity

val ue for decades is not an appropriate choice for
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custoners when the risks faced with the conbi ned

projects remain | argely unaddressed and al ternatives
remai n unconsi dered. The Division subnmts that Rocky
Mountai n Power's significant energy resource decision
shoul d be di sapproved. Thank you.

CHAI R LEVAR.  Thank you, Ms. Schm d.

Conmi ssi oner Wiite, do you have any
questions for her?

COW SSIONER VHITE: | don't. Thank you.

CHAI R LEVAR.  Conmi ssi oner O ark?

COW SSI ONER CLARK: | just have a question or
two about the nmultistate risk that you have di scussed
at sone length. | think you acknow edged in your
argunent that Utah in particular could in effect
refuse to accept cost allocations of -- or
al l ocations of costs associated with the project if
Utah regulators at the tine believed that they were
unreasonabl e or weren't serving the needs of Utah
custoners and that sharehol ders or soneone el se could
be forced to bear those costs. |Is that -- | think
you acknow edged that; isn't that right?

M5. SCHMD: | did acknow edge that, and I did
reference the nerger condition, and I did note that
prudently incurred costs could be approved, but the

Commi ssion has jurisdiction to nmake the
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determ nations that are in the best interest of ah
rat epayers.

COW SSI ONER CLARK: So were the Commission to
approve the application before it, would it be
possi ble, in your view, to assign a condition that
the -- or at least to warn the utility that the
Conmm ssi on woul d not accept an allocation of cost
associ ated with the project beyond what the current
MSP net hodol ogy woul d dictate without sonme future
showi ng of the reasonabl eness of that fromthe
perspective of service to Utah custoners?

M5. SCHM D: Yes, that is possible, and the
statute particularly allows the Conm ssion to set
condi tions and conditions such as that if the
Commi ssion deened that was in the public interest.

COW SSI ONER CLARK: kay. Thank you.

CHAIR LEVAR: | think this question is maybe
just restating his question in a different way. |
apol ogize if it's that. But when you tal k about MSP
risk, aren't we our own backstop agai nst NMSP risk?

M5. SCHMD: W are. And the Division is urging
t he Comm ssion not to nmake decisions now that could
adversely affect Utah ratepayers. What is critical
Is that the MSP agreenent ends soon and parties are

in the negotiations to see what happens in the
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1 future. |1 can't discuss those negotiations, anza%e Hre
2 won't, but the future is uncertain.

3 CHAI R LEVAR. Thank you. A few nore questions.
4 As we're considering RFP responses and whet her there
5 was a robust response to the RFP, what weight shoul d
6 we give to ineligible bids?

7 M5. SCHMD: | would think that they should

8 recei ve significant and careful consideration. One

9 problemis is that had bidders known that they were
10 too far down the queue, they may not have bid and
11 that the additional conditions and restrictions on
12 the RFP and the additional transm ssion studies, had
13 t hey known those, they may not have bid. So |
14 question the robustness of the RFP results.
15 CHAIR LEVAR. Ckay. You're not suggesting that
16 we shoul d not consider those bids to have ever
17 happened?
18 M5. SCHMD: | don't -- that's not my position.
19 | don't believe that's the Division's position.
20 CHAIR LEVAR: Ckay. Do you have a position on
21 whet her the condition -- one condition suggested by
22 the Ofice, a hard cap, would violate other statutory
23 provisions that would allow a future comm ssion to
24 consi der the prudence of any costs that exceeded cap?
25 M5. SCHMD: | honestly don't know, so |']
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| eave it at that.

CHAI R LEVAR  Ckay.

M5. SCHM D:. Could | address waiver?

CHAIR LEVAR.  Yes, that's one of ny next
guestions. Before that | want to ask one ot her
question first. |If we were to deny the application,
what woul d be your view of the regulatory treatnent
of the costs that were incurred to neet the
Saf e Har bor requirenents?

M5. SCHMD: | would think that the Conpany
woul d have to prove that they were prudently incurred
and that the Comm ssion would have the opportunity to
revi ew and decide that decision in an appropriate
pr oceedi ng.

CHAI R LEVAR  The waiver, is the waiver an
either/or or is it only in lieu of the application
that we've seen or is it an option if the application
wer e deni ed?

M5. SCHMD: | believe it is a statutory option
If the application is denied, and | believe that the
Conpany coul d proceed with the waiver process
qui ckly. The wai ver process requires the Conpany to
submt a verified application. The Conpany should
have all that ready. The Conpany has finally deci ded

what the final projects would be, and it would seem
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that the Conpany would be able to nove quickly to put

that together. Furthernore, the truncated process
established by the statute, | believe, would allow a
reasonably tinmed decision and it m ght even be a
decision that is far in advance of the execution of
construction and other pertinent contracts.

CHAI R LEVAR  Thank you. That concl udes ny

question. Were there any followups from--

COW SSI ONER WHI TE:  Well, | would just ask
because | nean -- this mght be a pass-along to
Ms. McDowell, only if it's in the record. | guess

one is a followup to yours that | don't know if it
has been addressed in the record is, putting aside
the fact there was sone frustration in terns of |ike
bi dders who ultimately got to the point where they
realized they didn't have the right queue position, |
guess the question is wouldn't they have had to or
soneone have had to pay for transm ssion

I nt erconnection, you know, whether it -- according to
the OATT?

So, in other words, even if that weren't
the case, wouldn't that be part of the cost of the
project, | guess? | nean does that nake sense? |
don't want -- | know you're not the expert, but if

you can reflect on the record to provide that answer,
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1 that would be helpful to ne. If it's not in ch?ge Hro
2 record, that's fine, but that's part of the question.
3 Again, | don't want to ness up the flowif you want

4 to wait until your sunmation.

5 M5. SCHM D: One of the other parties m ght be
6 able to address that as well. | do not know. | know
7 that sone parties here, especially that side of room
8 are nore famliar with the transm ssion and OATT

9 pr ocess.
10 COMM SSI ONER WHI TE:  You can -- you can address
11 it now or later.
12 M5. MCDOWELL: Way don't we just jump in now so
13 we don't forget to cone back to it, and, again, |
14 think this is one for Ms. Link, who is our
15 transm ssi on queue expert.
16 COW SSI ONER WHI TE: Does that make sense,
17 Ms. Link, what |I'm asking? Again, putting aside the
18 frustration, there's got to be -- you got to have a
19 gueue position; you got to interconnect; there's
20 going to be a cost. Does that nmake sense?
21 SARAH LI NK: Yeah. The interconnection queue
22 position -- just to put sone context around it, the
23 positions that the w nning bidders had were secured
24 in 2015, well before any of this was ever considered
25 by i ndependent devel opers. And the bidders that we

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



http://www.litigationservices.com

HEARI NG DAY 4 DOCKET NO. 17-035-40 - 06/01/2018

Page 176

1 had in this were very sophisticated bidders who know
2 how i nt erconnecti on queue position works and know t he
3 val ue of the interconnection queue position,

4 particularly in areas with the transm ssion

5 constraints. They |ook at reports for people above
6 themin the queue. They know what those reports say.
7 And so while there may have been

8 frustration -- and | think it -- a belief that maybe
9 we were finding a way to nove people up the
10 I nt erconnecti on queue through this bidding process
11 and we perhaps were not great in making it clear
12 “"There isn't that way," but that's really what it
13 cones down to. You have your interconnection queue
14 position and you can't really buy your way up.

15 You can buy the project that has that queue
16 position, but you can't buy your way up the queue.

17 The only thing that you could potentially do as

18 sonebody way down in the queue is pay for the

19 I nt erconnection costs of everybody above you in order
20 to go ahead and i nterconnect.
21 So you basically have to look at all their
22 studi es and get everything in place that's required
23 to interconnect all of them before you can
24 interconnect. So it's incredibly expensive, and part
25 of that is not buying -- | nean the nost an
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1 I nt erconnecti on devel oper can do to get

2 I nt erconnecti on when a piece of our long-termplan is
3 required is upfront fund that piece of our long-term
4 pl an, but we end up reinbursing them So they could
5 upfront fund, Gateway West, for exanple, but we woul d
6 still have to reinburse and that would stil

7 ultimately be borne by retail custonmers, and nobody
8 Is upfront funding the about 2 billion required to

9 buil d Gateway - -
10 COMM SSI ONER WHI TE: At sone point that would
11 reflected in the bid cost sonehow, somewhere?
12 SARAH LI NK: Gateway South woul dn't be because
13 it's part of our long-term plan, and you're not

14 allowed to assign that to any bidder or

15 i nt erconnection position, but the interconnection

16 costs associated with buying your way up the queue,
17 woul d have to be inposed on the bidders.

18 COW SSI ONER WHI TE:  Ckay. Thanks.

19 COW SSI ONER CLARK:  In the sane area, is there
20 anything on the record that would offer any nore
21 i nformati on on why a bidder with a queue position
22 hi gher than 708 woul d have submtted a bid, know ng
23 that even if in the first information -- the first
24 transm ssion study information that was avail abl e as
25 | understand it, meant that they would -- their bid
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woul d not be neaningful, at least if | understand the
answers to your questions.

SARAH LINK: Yes. | think -- that's a good
question, and we basically in lifting the requirenent
for the systeminpact studies to be conpleted, not
every bidder had their own systemi npact study, and
in opening it up to Wonm ng wind generally, you took
away sort of the inpact of the transm ssion |ine on
the bidding process for evaluation of all the bids.
So there was sone testinony yesterday that got
confusing | think about this, but when the bids were
eval uated, the costs of the transm ssion |ine were
not inposed on any bid.

So Uinta -- the costs of the transm ssion
line were not inposed on Ui nta or any other bid in
the bid eval uation process, so they were | ooked at
based on econom cs al one and what was required in
directly assigned interconnection costs, which aren't
D2, and evaluated on that basis. So all of them had
the equal basis to conpete.

In ternms of what that nmeant in their
I nt erconnecti on queue position, at that point nobody
knew what the interconnection restudies would show or
what studi es woul d show once buil ding of D2 was

consi dered as an assunption. So at the point where
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we had Gateway South triggered at Queue 708, we
didn't know at that point, nor did any of the other
bi dders -- they knew it was triggered at Queue 708 if
they read the publicly available information -- but
they didn't know what evaluating the addition of just
D2 woul d change, how that woul d change, where
I nt erconnection capability would start to -- how far
down in the queue we'd be able to get.

| think bidders and we hoped that we would
get further down than we were able to get, but the
constraints are severe enough that we were only able
to get to Queue 713. | hope that's hel pful.

COW SSI ONER CLARK:  Thank you.

COW SSI ONER WHI TE:  Goi ng back to that issue of
opening up to Wom ng, how did that change the
process here, | guess? Rem nd ne, again, was that --
I know -- was that an | E request or how --

SARAH LINK: |t was.

COMM SSI ONER WHI TE:  And how did that change,
again, the process by opening it up to Wom ng rat her

than just nam ng a specific interconnection point, |

guess?

SARAH LINK: | don't think it changed the
process in how we evaluated the bids. It just neant
that -- | think there was sone confusion that we
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1 opened it up to Wom ng yet we still assigned t?&?e w0
2 cost of this Iine to any bid, whether they needed it
3 or not, and that was not correct. So projects

4 outside of the constrained area could conpete w thout
5 t hose costs being inposed on them So everybody,

6 even the Wom ng projects that didn't rely on the

7 line, were, you know -- when they were viewed through
8 this process, the econom cs showed that they were not
9 nore econonic than the projects that relied on the
10 i ne, because everything was anal yzed w t hout
11 consideration -- w thout inposing the costs on that
12 | ine on any bid.
13 CHAIR LEVAR Wy don't we take a ten-mnute
14 break, conme back about 2:35 and we'll nove on --
15 M5. HAYES: M. Chair, pardon ne.
16 CHAI R LEVAR  Yes.
17 M5. HAYES: | will first note that M. M che
18 had to | eave and, second, that | unfortunately have a
19 conflict that | can't avoid later this afternoon, and
20 so we'll have to -- I'mrequesting to be excused
21 around 3:00, if that's okay. And Ms. Kelly, as an
22 enpl oyee of WRA, is available to represent us if
23 there are any admnistrative or cleanup natters at
24 t he concl usion of the hearing.
25 CHAI R LEVAR  Ckay. Thank you for inform ng us
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of that. Thank you.

M5. HAYES:. Thank you.

CHAIR LEVAR. Ckay. W will recess for about
ten mnutes.

(A break was taken, 2:23 to 2:37.)

CHAIR LEVAR We're back on record. And was
there an agreenent for who's going to be next?

M. Moore.

MR. MOORE: Thank you, Chairman LeVar, thank you
Conmi ssi oner Cl ark and Conmm ssioner Wite, and thank
you in advance for the consideration you'll give the
Ofice's argunents.

First and forenost, the Conpany did not
neet the primary requirenent of the statute, whether
the combi ned projects would nost likely result in the
acqui sition, production, and delivery of electricity
at the | owest reasonabl e cost.

I'"d like to pause a nonment and address a
statenment made by counsel for PacifiCorp in her
opening statenent. M nenory is that she stated this
provision is satisfied because the evidence shows
that the conbined project, together with sone future
sol ar acquisition, satisfies this provision.

However, this contention cannot survive

even a cursory statutory construction review. For
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exanpl e, Section 54-17-302 dealing with significant

ener gy resource decision provides "Approval of a
significant energy resource decision, the Commi ssion
shal| determ ne whether the significant energy
resource decision going down is in the public

i nterest, taking into consideration production and
delivery of electricity at the | owest reasonable
cost."”

The statute does not say that a significant
energy resource decision, together with some future
unspeci fied resource acquisition that may or may not
occur that, if it does occur, will be approved

outside this Comm ssion's present order and that w ||

occur under unknown circunstances. |In fact, allow ng
an open -- such a construction suggested by
Paci fi Corp would, | believe, eviscerate the purpose

of the statute.

The record in this -- the testinony on
record clearly show that solar is |ikely your
| ower -cost resource, less risky since it would not
rely on the new transmssion line, is not as tine
sensitive, and is limted to PPAs which provide
producti on guarantees to consuners.

Contrary to the Conpany's assertion, w nd

does not result in nore benefits than solar in the
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to-36 case. Using level capitalized and | evel PTCs
or nom nal capital and nom nal PTCs, the results
favor solar in all the cases the Conpany ran. 1In the
2050 case, which did not appear in M. Link's
testinony but was included in his work papers, solar
produces hundreds of mllions of dollars nore
benefits than w nd.

Al t hough the exact nunbers have been
desi gnated confidential, the confidential nunbers can
be viewed on page 27 of M. Hayet's confidentia
April 17 rebuttal testinony. Moreover, in the
repoweri ng order on page 17, this Conm ssion found
that the two hundred and fifty analysis to be nore
appropriate than the 2036 anal ysi s.

The Conpany's assertion need ni srepresents
that concept. This project does not fill a need in
the standard sense that typically cones before this
Commi ssion. \While it is true that the conbi ned
projects will offer 180 negawatts of FOTs, the
Conpany has not denonstrated FOIs are no | onger
avai |l abl e and nust be repl aced.

Thus, this is not a case in which the
Comm ssi on nust choose anong avail abl e resources.
Clearly the RFP for this project was designed for a

tinme-limted econom c opportunity based on the
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expiring PTCs. It nust be enphasized that the Utah

|E testified that if the RFP was required for
capacity need, he would not have reconmended an
all-wi nd RFP but one that would include nore types of
resources, perhaps an all-source RFP.

The contention that the transm ssion |ine
needs to be built in 2024 strains credibility. The
fact that the line is in their |ong-range
transm ssion plan does not support this contention.
If sinply being in the plan was sufficient to
denonstrate the transm ssion |ine would be built by
2024, it would al so nean that other |arge segnents of
the Gateway transm ssion plan would need to be built
by 2024 at an extrene cost.

In addition, the contention that the line
needs to be built in 2024 was not nentioned until the
January 16 testinony, after tax reform devastated the
econom ¢ anal ysis presented in the Conpany's initial
direct testinmony. |If the Conpany truly considered
transm ssion line to be needed in 2024, they would
have included this in their status quo case.

M. Link's explanation for why it was not
included -- i.e., that the Conpany was being
conservative in their analysis -- reflects a | ack of

credibility that has plagued Pacifi Corp's argunents
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t hroughout this case. M. Link enphasized in every

round of previous testinony that the analysis is
conservative based on small and specul ative potenti al
addi ti onal benefits but did not note the profoundly
| arger 300 mllion associated with the transm ssion
line until his May 15 testinony.

Clearly it has been denonstrated that the
l'ine would not be built w thout an addition of new
wi nd resources, and it is only because of those
resources that the line is needed. The Conpany
admtted this nuch in its Oregon proceedi ng.

| mportantly, this Conm ssion nust al so
consider to what extent it is true that this |ine
of fsets future investnent needs in the region. This
transm ssion |line would add 951 negawatts of transfer
capacity, but the conbined projects would add
1155 nmegawatts of new resources, and QS in the region
woul d bring in new -- additional resources connecting
to the line to over 1500 negawatts. The Conpany has
not expl ained how a nore fully subscri bed
transm ssion addition solves the region's congestion
probl em

Since need is overstated, that brings back
to the issue of a tine-limted econom c opportunity.

The time limts presented in this case are of the
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Conpany's own creation. The Conm ssion has evi dence

in this docket and others, nost notably the 2017 | RP,
that denonstrates the Conpany began maki ng

Saf e Harbor purchases and ot her preparations that
could have allowed it to bring forward the proposal
in 2016.

The Commi ssion nust not limt this
opportunity -- review of this opportunity to the
price-policy cost/benefits results. The costs are
known, nearly $2 billion with uncertain benefits and
unqual i fied additional risks.

For exanple, the MSP risk is real. There
Is currently no nultistate allocation nethod in place
for these projects that wll cone into service and go
on -- there is currently no nmultistate all ocation
nmet hod in place for when these projects will cone
into service and ongoi ng di scussions risk the
potential of a significantly different paradi gmthat
may place Uah in a difficult negotiation position.

There are significant risks that are not
i ncluded in this econom c analysis. These risks
i ncl ude cost overruns, energy production. As
Pacifi Corp said it does not guarantee the wind wll
bl ow and force majeure. The facts that these risks

are real and substantial is proven by the fact the

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



http://www.litigationservices.com

HEARI NG DAY 4 DOCKET NO. 17-035-40 - 06/01/2018

© 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 187
Conpany refuses to guarantee against them |If these

risks are too significant for the Conpany to bear,
they should be found too profound for the custoners.

The record in this proceedi ng denonstrates
that the Conpany request should be denied. However,
if the Commission is inclined to approve the conbi ned
project, then the Ofice has presented conditions
that the Conmm ssion should inpose that will help
mtigate this risk.

That's the concl usion of ny argunent.

CHAIR LEVAR: Thank you, M. Moore.

Comm ssi oner White, do you have any
questions for M. Moore?

COMM SSIONER WHITE: | don't. Well, let nme ask
you this one question: The conditions you proposed,
can you nmaybe conpare or contrast those to what's
currently available in the solicitation statute,
which | don't want to msstate it, but essentially
allow that at a certain point if there's cost
overruns for the utility to cone in. Help ne
understand the protections that affords versus what
the O fice is proposing.

MR, MOORE: Well, our hard cap -- well, first of
all, under the significant energy resource decision,

the statute provides that the Conpany needs to show
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t he prudence of cost overruns in a future general

rate case. Qur conditions would provide other
procedures that could satisfy that requirenent
before -- prior to a general rate case, so it |eaves
sone flexibility there.

Al so, our conditions of our hard cap woul d
gi ve the custoners protection against risks that were
not in the Conpany's control and that they will claim
wer e caused by decisions that cannot be interpreted
as being inprudent.

This is proper because throughout these
proceedi ngs the Conpany has clearly taken the
position that costs are set and there will be no
overruns. This is what the Ein Oregon relied on
when he -- | believe it was a nan -- gave a condition
of an unconditional guaranty cap on costs.

Qur condition for the nultistate service --
for the nultistate protocol is al so sonething that
woul d occur outside a general rate case and would --
Is a soft cap and woul d provide the Conpany -- | nean
the ratepayers with protections in negotiations.

Wil e the Conm ssion always serves as the
backdrop, this will provide us with acknow edgnent
that the Conmm ssion is serious about this cost in

negoti ati ons.
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In denying the resource tracking nethod,
which is not a condition because it's not called for
in the statute, protects the custoners from-- well,
protects the custoners fromthe Conpany from
recovering all costs of the project and then when
they propose to start a new general rate case -- this
Is just their plan -- in 2020 with a future test year
proposed as 2021, that would lead to allow ng them
recover all the costs fromthe project even if they
are not under-earning and then set their rates on the
hi ghest capital costs that are presented in the plan
for the conbi ned projects.

And, again, the energy benefits should be
guaranteed at 95 percent of the forecast, again,
reflects the Conpany's position that the energy
costs, the energy benefits are fairly significant and
predi ct abl e.

COMM SSI ONER WHI TE:  Thank you. That's all the
guestions | have.
CHAI R LEVAR.  Thank you.

Conmm ssi oner O ark?

COMM SSI ONER CLARK: | want to drill alittle
deeper on the hard cap question because | want to
make sure | understood what you said. | think you

said that because the Conpany didn't -- while it did
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present alternative scenarios that addressed future

carbon policy costs or future -- different future
scenarios related to the price of natural gas, it
didn't evaluate those scenarios in terns of a variety
of capital costs for the project.

So because of that, then the Conmm ssion
shoul d be able to, as a condition of approving the
resource, cap the costs at the cost |evel that was
i nherent in the econom c anal yses of the Conpany? |Is
that -- am | getting the flow right?

MR MOORE: You said it nmuch better than ne,

Conmi ssioner. | would concur.

COW SSI ONER CLARK:  Thank you. | understand
t hen.

CHAIR LEVAR. Thank you. | would like to get

your take on a couple questions | asked earlier. The
first oneis, if we were to disapprove this
application, what would be your view of the costs
t hat have been expended to neet the Safe Harbor thus
far?

MR MOORE: | would concur with the Division. |
believe the statute allows recovery of costs in
the -- allows, doesn't require -- recovery of costs
in the case of a denial of an energy resource

deci sion, but that should be determned in a |l ater
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proceedi ng to determ ne prudence.

CHAI R LEVAR. Ckay. Thank you for that answer.
And then do you view the waiver statute as only being
an option in lieu of making the application the
Utility has made or is it still an option once the
Utility has nmade its application for approval ?

MR. MOORE: | believe that the waiver is still
an option if this Conm ssion would issue an order
denying the application. | also believe that the
record in this case would nore than satisfy nost of
the requirenents of the energy resource decision
wai ver statute and that that proceeding can proceed
qui ckly, particularly since it would -- the
proceedi ngs would be in accord with nost of the
argunents of the parties opposing the application.

CHAI R LEVAR. Thank you. | appreciate those
answers. | think that concludes our questioning of
you. Thank you for your closing statenent.

Is there an agreenent for who's goi ng next?

MR, RUSSELL: That would be nme. Thank you,
Chair LeVar, Conm ssioner C ark, Comm ssioner Wite,
for the opportunity to present closing argunents.
It's been a really |l ong week, and | appreciate your
attention to the details of this matter. They are

not easy issues, so | appreciate that.
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UAE strongly opposes the Conpany's

application for approval of the resource decisions
that are before you today. W do not believe that
t he Conpany has presented the case that these
resources present the | owest-reasonabl e cost
resources avail abl e.

We believe that these resources present
significant risks to UAE and to other ratepayers. W
al so are keenly aware of the near-termincrenenta
rate increases that would be guaranteed if the
Conmm ssion were to approve the application as well as
a potential for long-termrisks that have been
addressed in nmultiple rounds of prefiled testinony as
wel | as four days now of |ive testinony.

| won't repeat that or sunmarize it.

Rat her, I'mgoing to address a fairly narrow i ssue,
and it is an issue or, rather, a concern that is
bei ng expressed by UAE, the independent evaluator in
this matter as well as the Commi ssion in the prior
docket regarding approval of the solicitation
process. And | want to explain how that concern has
not been addressed.

As the Conm ssion is, of course, well
aware, the Comm ssion granted the Conpany's

application for approval of the solicitation process
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1 with the suggested nodification that the Conpany

2 i ncl ude sol ar resources. UAE and other parties had

3 suggested to the Conpany to expand the RFP to include
4 sol ar resources or others, and when the Conmmi ssion

5 granted the application with that suggested

6 nodi fication, it included -- I'll use ny term--

7 war ni ng, | suppose, that in a |ater proceeding, this
8 proceedi ng, the Conpany woul d have to cone in and

9 justify its decision if it elected not to include
10 those sol ar resources.
11 And, of course, we know that the Conpany
12 did not include solar resources. Wat the Conpany
13 has said in response to that statenent in the
14 Commi ssion's order is that, having gone through this
15 process and placed the projects that were included in
16 the solar RFP final shortlist against the projects in
17 the wwnd RFP final shortlist into their SO node
18 t hrough 2036 and had that nodel sel ected both
19 resources or both sets of resources, that that
20 satisfies the conditions. And I'mgoing to talk a
21 little bit about why it does not.
22 And indeed | think I'mgoing to | everage
23 nost of that argunment on the statenents of the
24 I ndependent exam ner engaged by this Comm ssion as to
25 why it does not, but first, | want to tal k about what
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we know now that we did not know when the Conm ssSi on

approved the solicitation process. W knew when the
Conmmi ssi on approved the solicitation process that the
I ndependent exam ner had said that he can't determ ne
whet her the process will lead to the | owest-cost
resour ces.

M. Odiver testified in this proceeding he
couldn't know that until the end. It was kind of
resul ts-based determnation. He won't know until we
get to the end. Now that we're at the end, he has
stated in both in the report and in his live
testinony that he can't say that the process -- even
now he could not conclude that the process resulted
in the | owest-reasonabl e-cost resources.

And 1'Il direct your attention to pages 71
and 84 of the independent examiner's report. 1']
guote from page 84. \What he says is "Since
Paci fi Corp's solicitation is based solely on the
solicitation for systemw nd resources, it is not
possible to determne if other resources woul d have
been included in a final |east-cost, |east-risk
system portfolio, potentially displacing one or nore
Wi nd resources."”

We don't have a transcript yet of the

Wednesday proceedi ng, but | have listened to sone of
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1 the audio, and I'll direct your attention if yozﬁ%i3195
2 so inclined to the audio of the May 30 proceedi ng
3 starting at around an hour and ni ne through around an
4 hour and 13 mnutes for his live testinony on that
5 poi nt .
6 M. diver also testified his
7 recommendation to approve the w nd-only RFP process,
8 so to exclude other resources, was based on his
9 under st andi ng that Pacifi Corp sought to take
10 advantage of a tine-limted opportunities to -- for
11 the PTCs. He testified |ive before you that, had he
12 known Pacifi Corp was taking the position that the
13 resources it sought to install would be based on a
14 capacity contribution, that he m ght have nade a
15 di fferent recommendation than the one that he did
16 make.
17 I think we al so know now, having seen the
18 results of the solar RFP, that the solar -- the cost
19 of the solar resources fromPacifiCorp's 2017 IRP
20 were wildly inflated. PacifiCorp was wildly wong
21 about the cost of solar, the cost to produce sol ar
22 and the conpetitiveness of solar as conpared to the
23 conpetitiveness of w nd.
24 My col | eagues have di scussed it sone
25 al ready. W have seen testinony from M. Peaco,
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M. Hayet, and M. Millins, all pulling from

Paci fi Corp's own nunbers that the solar resources are
vastly superior when you | ook at that 2050 tinme frane
and al so that the solar resources provide greater
benefits in that 2050 tine franme, and there is no
price-policy scenario, whether you' re | ooking at 2036
or 2050, in which the installation of the solar
resources results in costs to ratepayers.

In contrast, the wind resources, | wll
acknow edge Pacifi Corp's own nunbers say the w nd
resources result in benefits in all nine price-policy
scenari os through 2036 but only seven of the nine
t hrough 2050. The sol ar resources provide benefits
in all 18, whether you're | ooking at 2036 and 2050.

And 1'Il point to you the page nunbers of
the prefiled testinony, page 53 of M. Peaco's
surrebuttal testinony, pages 25 through 27 of
M. Hayet's surrebuttal testinony, and pages 18
through with 21 of M. Millins's surrebutta
testinony.

I wll also address -- | also want to
address Pacifi Corp's statement that placing the solar
al ongside the wind in the SO nodel, running that out
to 2026 satisfies its obligation to denonstrate to

you that it was a w se decision or a prudent decision
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1 to exclude solar. | think it actually shows qu??%f !
2 t he opposite.
3 The fact that the SO nodel selects solar
4 and wi nd ought to tell you they should have been
5 I ncl uded because that's what woul d have happened if
6 Paci fi Corp had priced solar correctly in the IRP to
7 begin with. As you recall in the solicitation
8 approval docket, there was a fair bit of discussion
9 and di sagreenent about the cost of solar.
10 I''mnot going to repeat the Conm ssion's
11 order on that, but there were parties to the
12 proceedi ng that indicated solar was a | ot cheaper
13 than what Pacifi Corp was saying and, if Pacifi Corp
14 had priced it correctly, we may have had that result,
15 which is their SO nodel yielding a result that solar
16 and wi nd ought to be placed in sane the RFP and not
17 I n separate RFPs.
18 And | also want to talk a little bit about
19 the statenments of the independent exam ner that
20 expl ain how and why you can't | ook at that 2036 tine
21 frame to adequately conpare different price
22 structures. This is PPAs versus BTAs and benchmark
23 resources. And this goes whether the PPA is a solar
24 or a wind resource, but because they are different
25 price structures, because they have different
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l engths, it's inadequate to just take |ook at the

20-year price range. So just very quickly, with a
BTA or a benchmark, those all run out to 30 years.

The way that Pacifi Corp has nodel ed t hose,
the way that it nodels them now and the way that it
nodel ed themin the SOrun that it's tal king putting
them side by side with solar, is to have all of the
PTCs using nom nal nunbers, neaning that they all
occur in the first ten years.

So that 2036 | ook captures 100 percent of
the production tax credits fromthe BTA and benchmark
resources. |In contrast, when you're tal king about a
20-year PPA, because the sol ar resources would have
cone online at the end of 2020, you're | ooking at the
first 16 years of a PPA, and PPA, the structure is
that the devel oper takes the cost -- or excuse nme --
takes the risk that it wll bid the right price to --
taking the risk of its own capital costs and its own
ability to harvest ITCs or PTCs, | suppose.

And so it builds that into its price, and
that's then | evelized out over a 20-year period, so
now, you are |ooking at 16 of those 20 years because
the 2036 nodel does not go out to the full-term of
the solar or the wwnd PPA. So you're capturing 16 of

20 years of the PPA, which neans that you're only
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1 capturing 80 percent of the tax credit benefits.

2 You're also only capturing 80 percent of the cost,

3 assum ng the benefits and the cost -- the tax credits
4 and the capital costs are evenly distributed.

5 In contrast, as | nentioned, you're getting
6 100 percent of the tax credits froma BTA or

7 benchmar k resource, but because Pacifi Corp has

8 I nsisted on continuing to use real levelized costs

9 for those resources -- and we tal ked about this sone
10 In the repowering docket -- but what that neans is
11 that you take the capital costs and you spread them
12 out evenly every year for 30 years.
13 When you | ook only at 2036, you're | eaving
14 out the last 14 years, or approximately 50 percent of
15 the costs of that project. For all of those reasons,
16 t he i ndependent exam ner indicated that's not the
17 appropriate way to conpare those two different types
18 of price structures.
19 There are a nunber of places in his
20 report -- M. Hayet tal ked about them sone this
21 norning -- where M. diver indicated, or the IE
22 i ndi cated, that using the SO nodel out to 2036
23 presents a bias towards the BTA and benchmark
24 resources for all the reasons | just indicated.
25 | can give you those citations. | think
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M. Hayet actually captured themthis norning. |

think they are on pages 62, 64 to 65, and 81, and
those are all fromthe -- | apologize for this --
fromthe confidential version of the IE s report.
don't have the citations fromthe redacted version.

| do want to read fromsone of those. At
page 62, page 62 of the IE s report he states, "The
capital cost inputs for the benchmarks and BTAs are
based on real |evelized costs for the period 2017 to
2036, consistent with the I RP nethodol ogy. The IEs
rai sed the issue that this approach could bias the
eval uation results towards BTA options if only a
portion of the capital costs associated with the
benchmar ks and BTAs are recovered during the
20-year eval uation period since these projects have a
30-year life and capital -cost recovery period."

He goes on to tal k about the IEs, the
Oregon | E having asked PacifiCorp to run a
sensitivity case in which the PTC val ues would al so
be | evelized, and that's precisely what M. Hayet did
in his analysis that | referenced you to earlier.

On page 65 of the Uah IE report, the
statenment here is "The Oregon | E requested a
sensitivity where the PTC benefits produced by BTA

and benchmark options woul d be | evelized over the
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full 30-year life of the project. A second issue

rai sed by the I Es was whether the term of the

anal ysi s through 2036, approximtely 16 years, and
the real levelized cost treatnent for capital revenue
requi renments adequately reflects all the capital
costs associated with utility ownership options over
a 30-year project life." That's at page 65.

["l'l remnd the Conm ssion of M. Hayet's
testinony where he stated that in order to determ ne
to place PPAs and BTAs on an equal footing, you have
to go out to the end of the |ife of the project. So
he testified for a BTA or benchmark option it's
30 years. You have to go out to 30 years. |If it's a
PPA option, it's 20 years. You go out to 20 years.
He also indicated if there's a five-year option, you
go out to the end of that option as well.

And for those reasons | submt that
Paci fi Corp has not denonstrated that it was correct
or made correct decision in deciding not to include
solar in the RFP, and | think the results woul d have
been very different if they had. Thank you.

CHAI R LEVAR.  Thank you, M. Russell.

Conm ssioner Clark, do you have any

guestions?

COW SSI ONER CLARK:  No questions. Thank you.
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1 CHAI R LEVAR:  Conmi ssi oner Wi te.

2 COMM SSI ONER WHI TE:  No questions. Thank you.

3 CHAIR LEVAR W have had a | ot of different

4 parties weigh in on a couple issues, so I'll just get
5 your position on themtoo.

6 What's your -- do you have a position on

7 the statutory authority for one of the conditions

8 recommended by the O fice, a hard cap, as a -- since
9 we have one statute that says we can inpose
10 condi tions; we have another statute that refers to
11 future prudence review of any cost overruns, do you
12 have a view on those?
13 MR, RUSSELL: On the hard cap, | don't. The
14 Conmm ssi on can, of course, inpose conditions.
15 think the statute is fairly clear it can do that.
16 Whet her the statutory authorization to inpose
17 condi tions runs up agai nst other potential concerns,
18 | don't know. | don't know enough about this to be
19 hel pful to you here. | wish | did.
20 CHAIR LEVAR. Ckay. Well, then another question
21 that |'ve asked other parties is do you have a
22 position on the waiver statute whether it's an
23 either/or that can only be applied for in lieu of the
24 application we have in front of us now or whet her
25 it's still an option that remai ns avail abl e?
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1 MR, RUSSELL: Yeah, | appreciate that. | rage <08
2 don't -- | think when it was witten it was probably
3 contenpl ated as an either/or but when you | ook at the
4 statute, it doesn't indicate that you have one or the
5 ot her.

6 So ny suspicion is that if we |look at the

7 pl ain | anguage of the statute and the Conm ssion

8 el ects to decline to approve, that the Conpany coul d
9 turn around and file an application for the waiver
10 under the other provision and we coul d nove forward
11 t hat way.
12 CHAI R LEVAR. Thank you. | appreciate your
13 answers to those.
14 MR, RUSSELL: Can | address one of the questions
15 you' ve asked ot her parties?
16 CHAI R LEVAR  Yes.
17 MR, RUSSELL: Okay. It relates to your question
18 about robustness and how the interconnection queue
19 addresses -- 1'l|l be very brief. You wll recall I
20 had the discussion with M. Qdiver about this issue,
21 and I'll be candid: He testified he thinks the
22 robust ness el enent was net.
23 But he al so indicated that he thought that
24 the interconnection queue elimnated nost, if not
25 all, of the conpetition for the benchmark resources.
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And | submt to the Conm ssion that the i ssue of

conpetition is really at the heart of what the
robust ness el enent i s about.

Wile M. diver and | may di sagree about
the definition of that, |I think that ought to carry
some weight. | don't think you should ignore the
mar ket response, but | do think that the purpose of
setting up a solicitation process to garner a market
response is to garner a market response that can
conpete for the benchmark resources.

CHAIR LEVAR:.  Thank you. | appreciate that
addi ti onal perspective, and thank you for your
cl osi ng statenent.

MR, RUSSELL: Thank you.

CHAIR LEVAR. M. Baker.

MR. BAKER: Thank you. Good afternoon,
Chai rman LeVar, Comm ssioner Cark, and
Conmmi ssioner White. On behalf of the Uah Industrial
Energy Consuners, | appreciate the opportunity to
provi de these closing argunents and di scuss why this
Conmm ssi on nust deny the Conpany's request.

A significant energy resource requires an
ener gy resource decision. The Conpany's decision --
Ekola Flats, TB Flats | and Il, and Cedar Springs --

was first announced in this docket a short two weeks

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



http://www.litigationservices.com

HEARI NG DAY 4 DOCKET NO. 17-035-40 - 06/01/2018

© 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 205
before the start of this hearing in the Conpany's

surrebuttal testinony. Before this final decision
Paci fi Corp changed its mnd not just once or twce
but three tinmes, the resource portfolio
justifications or anal yses changing with each round
of filed testinony.

The Conmpany's shifting stories date back to
at | east 2015 when the Conpany represented to this
Conmmi ssion that it had no resource need for the next
decade. During the sanme 2015 proceedi ng, the Conpany
al so argued its desire to protect ratepayers from
i nherent uncertainties associated with 20-year
forecasts and the fixed-cost risk that hedges agai nst
future prices creates.

Prudent concerns, given RWMP history of
being wong, as M. Millins's testinony denonstrates,
the Conpany's official forward price curve has
exceeded actual s approxi mately 90 percent of the
time. Casting these ratepayer concerns aside today,
the Conpany is asking the Conm ssion to approve a bet
of an estimated $2 billion against future forward
forecasts nodel ed out over 30 years. Based on its
earlier statenent, this is a bet the Conpany woul d
not make or not recommend.

By failing to make a deci sion and stand
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1 still, the Conpany deprived U EC and ot her part?%g? o
2 fromever having a full and fair opportunity to

3 assess the true project, its costs, risks, or

4 purported benefits.

5 Besides failing to conply with the Energy
6 Resource Procurenent Act and its regul ations that

7 require a final resource decision before an

8 application is ever submtted, the Conpany's rush for
9 tax credits has affected the entire process, |eaving
10 this Comm ssion no choice but to deny the resource
11 deci si on.
12 Thi s Comm ssi on cannot preapprove a project
13 and in the process create the uncertainty in this
14 proceedi ng, taking real noney fromreal ratepayers
15 pockets on an inconplete record. The Conmm ssion nust
16 make conpl ete, accurate, and consistent findings of
17 fact in accordance with the Energy Resource
18 Procurenent Act, which on this inconplete record, it
19 cannot do.
20 The resulting failure to undertake a
21 conpl ete review of the facts required by this act
22 invites error and would be arbitrary and capri ci ous.
23 As part of its public interest review, this
24 Conmm ssi on nust evaluate risk. As described in the
25 testinony of M. Millins and supported by the
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testinonies of Dr. Zenger, M. Peaco, M. Vastag,

M. Hayet, opinions fromthe Oregon and U ah

i ndependent evaluators and an order fromthe Oregon
conmm ssi on, the conbi ned projects have nmuch risks --
cost overruns, project delays, underproduction, and
interstate allocation to nane a few

And let's not forget the uncertainty in the
Conpany' s nodel i ng assunptions. M. Millins's
testinony and summary today denonstrated that a few
m nor adj ustnments such as whol esal e transm ssi on
revenues and wind integration costs would disrupt the
cl ai med benefits in the Conpany's preferred nmedi um
gas/ medi um CO2 price-policy scenario.

Mssing fromthis record are final draw ngs
of newcritical towers as well as the executable
governi ng contracts. The foundation of the Company's
all eged mtigation neasures and their squishy, ny
term guarantees agai nst these risks.

The Conpany submitted only generic
pro forma exanples offered to bidders as part of the
RFP. We have no way of know ng whet her or not these
pro forma, after having undergone significant
redlines, resenbled their original form The Conpany
admtted that the revisions were to material terns

and conditions invol ving contractor guarantees and
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excusabl e events such as the definition of a

force majeure, a definition the Conpany intends to
use to limt its PTC qualification commtnent, and
t hese agreenents still remain in negotiation.

An opportunity for limted party revi ew of
t hese ever-changi ng drafts, which the Conpany cl ai ned
to be highly confidential, is an ineffective
alternative for the Conpany's failure to have final
execut abl e docunents by April 16, 2018 as pl edged by
M. Teply in his January and February testinonies, by
May 15 with the Conpany surrebuttal or at this
hearing at the | atest.

And with these last two |' m not suggesting
that such a last-mnute surprise would not prejudice
the parties in this process. One nust wonder if the
Conpany is as good at neeting construction deadlines
as it professes. Perhaps this denonstrated inability
to nmeet schedules help drive the 7 percent cost
overrun the Conpany experienced on portions of the
Energy Gateway transm ssion |ine, an approxi mately
40 mllion-plus hit to the conbi ned project forecast
econom cs, if history repeats itself.

Failure to submt to the record such
foundati onal docunents deprived U EC, parties, and

the Comm ssion an opportunity to review, explore, or
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even verify the Conpany's risk mtigation clains.

"Because the Conpany told you so" is not sufficient
grounds on which this Conm ssion can render a
deci si on.

We al so do not know the inpacts of the
appeal of the RFP approval in Docket 17-035-23.
Subpar agraph (3)(a) of Title 54, Chapter 17, Part 3
requires that a resource decision conply with the
Ener gy Resource Procurement Act and its rules. A
resource decision cannot conply with the Energy
Resources Procurenment Act if the entire RFP
process -- the first step under the Act did not
conply with the Act. This question now rests with
the Utah courts.

W do not specul ate on this appeal risk.
It exists and the Conpany failed to tell this
Comm ssion how this risk could inpact the conbined
projects. Mre troubling, when asked about options
to protect ratepayers in the conbined projects from
this risk, Ms. Crane nerely indicated the Conpany
woul d conply with future orders, effectively ignoring
a risk that the Conpany woul d not accept in its own
arm s length agreenments and depriving the Conm ssion
an opportunity to explore this appeal risk, its

I npact, and possible mtigation.
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The Conpany simlarly failed to explore the

ri sks associated with the Oregon comm ssion's refusal
to acknow edge the RFP shortlist, because -- | refer
you to page ten of the Order, DPU Cross-Exhibit No. 3
and quot e:

“"We sinply cannot conclude at this tine
that the narrow shortlist fromthe Conpany RFP, a
package bundl e of nostly Conpany owned Wom ng w nd
resources connected to a single transm ssion |ine
clearly represents the renewabl e resource portfolio
of fering the best conbination of cost and risk for
t he Conpany custoners."

The Conpany does not have a pre-approval,
order, stipulation, or otherwse in Oregon, a state
wi th an aggressi ve RPS standard, and nmust now seek
rate recovery in the future froma conmm ssion that
Is, at best, skeptical of the Conpany's deci sion.

The Conpany refused to address how Ut ah
custoners will suffer in the event of a full or
partial disallowance in Oregon. This Conmmi ssion
shoul d not race ahead of Oregon and di sadvant age Ut ah
by preapproving a decision that does not offer the
| owest-cost, |lowest-risk resource to Utah custoners.

Proj ect supporters make nuch about the

do-nothing alternative. Assumng for the sake of
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argunent sonething to which U EC does not agree, that

sonet hi ng needs to be done, do-nothing is not the
only alternative. In the Conpany's own words, solar
resources, which the Conpany sensitivity denonstrates
better econom c benefit to ratepayers and which

of fered better capacity to fill a falsely clained
need, can still being built and will get cheaper.

The Conpany's actions deprive an alternative in this
pr oceedi ng.

It isn't good enough the conbi ned projects
may provide environnental benefits. It isn't good
enough that sprinkled with fairy dust, again, ny
term the conbined projects' econom cs | ook good.

Mar gi nal , specul ati ve benefits that quickly
vani sh with the occurrence with any one risk or
nodest assunption adjustnent, |et alone a conbination
of them do not support a pre-approval. W nust know
the costs; we nust know the risks with nuch nore
certainty. W nust have a conplete record. W have
none of these.

Nei t her the record, nor this process,
pressured to chase PTCs, support or permt Conmm ssion
approval of the conbined projects. Accordingly the
U EC requests the Conm ssion deny the Conpany's

request. Thank you again for the opportunity to
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present U EC s position.

CHAI R LEVAR. Thank you, M. Baker.

Commi ssi oner Waite, do you have any
guestions for hinf

COMM SSIONER WHITE: | don't. Thank you.

CHAI R LEVAR  Conmi ssioner O ark.

COMWM SSI ONER CLARK:  No questions. Thank you,
M. Baker.

CHAIR LEVAR Do you want to address any of the
questions that |'ve asked sonme the other parties? Do
you want ne to repeat thenf

MR, BAKER: Sure, yeah, there's a couple of them
that | would like to comment on them The first, if
| may, just a brief nonent respond to your question
regardi ng exceptions to the first-cone, first-served
transm ssi on queue exception.

Il would like to refer you to 128 FERC
P61155 as an exanple of the cluster study waiver that
Ms. McDowell referenced. |In this case El Paso
El ectric conpany requested and was granted such a
study exception to facilitate studies to hel p neet
New Mexico's renewabl e portfolio requirenent.

| understand that a cluster study waiver
can't waive the first -- first there -- first-in,

first-selected requirenent. However, it can have the
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practical effect of noving a resource up the queue.

For exanple, if a higher queue project
drops out of the queue, for exanple, as being
selected in an RFP, a | ower queue project part of a
clustered study would nove up the queue, and with the
benefit of having this advance to a conpl eted study.
Such an event coul d have avoi ded the queue cut-off
I npact in dispute, but now we will never know.

Wth respect to the soft cap issue and
whet her or not future prudence revi ew under the
statute woul d provi de i nadequate nmechanism | just
woul d argue that once the first -- | find it
problematic and of little confort that once the first
cubic foot of concrete is poured the tenptation of
the sunk cost fallacy would be too great.

Wth respect to whether the Conm ssion can
put in hard caps, | too can't, you know, describe
further than what others have, and | would submt
that with respect to the waiver question, the lawis
not clear. | can't cite to anything to say that, you
know, the Conpany cannot proceed with a waiver should
this process -- should it be denied during this
process.

I wll say, however, that that would seem

to provide an unfair second bite at the apple, and in
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1 sone instances render this process meaningless.Page e
2 Wth that, | have nothing further.

3 CHAI R LEVAR. Thank you. | appreciate your

4 answers and your closing statenent.

5 Ms. McDowel |, we have tine reserved for

6 final statenent.

7 M5. MCDOWELL: Thank you, Conm ssioners. Let ne
8 j ust begin by going around the room and addressing, |
9 think, the argunents generally in order although
10 may conbi ne sonme of ny responses if it nmakes sense.
11 First of all, with respect to the DPU s
12 extensi ve comrents on the MSP process, | would say

13 nost of that was not reflected in testinony and not
14 devel oped in the record, but in any event | think the
15 reason it was not developed in the record and subj ect
16 of much conversation in this hearing is because MSP
17 IS its own separate process.

18 And | guess would urge you to keep it that
19 way and not prejudge or prejudice what's going on in
20 that docket by making really advanced or premature
21 deci si ons about allocation issues in this docket.
22  Just echoi ng what Conmi ssioner LeVar said, we don't
23 think it's necessary for the Comm ssion to address
24 MSP or allocation issues at this point because the
25 Comm ssi on can al ways backstop that issue by
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reviewing it at a later point and we think that's

what's nost appropriate here.

Moving on to sone of the comments that the
Comm ttee made. First of all, the Commttee
reflected or started out its closing argunent by
referring to the lowcost factor, the first factor in
the list of six factors as the primary factor the
Conmm ssi on nust deci de.

| think it's clear that all of the factors
are inportant. There is no direction to the
Conmm ssion to consider one as a primary factor and
ignore the others. | think on a case-by-case basis
t he Comm ssion has | ooked at different factors in
di fferent ways.

And with respect to how we believe we've
satisfied that statute, we believe we satisfied it in
the sane way that the Commi ssion has historically
| ooked at this issue and in the way the Comm ssion
| ooked at it in the repowering docket, which is to
| ook at the benefits of resource acquisition and al so
| ook at the whol e context.

So the part of the Comnmttee's statenent
that we're alleging that basically by acquiring w nd
now with a promse to | ook at solar later, that

that's our position that's how we satisfy it, that's
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just not a correct statenent of the record. Wat we

have said is that applying our SO nodel, applying the
nodel in which we conpared all of the bids in the RFP
process, if you apply the RFP nodel, which is the

SO nodel to do the conparative analysis of solar bids
and wind bids, we did that analysis head to head and
the wind projects cane up better.

And that's the primary basis for which --
and that's not to say solar didn't have benefits.
We've al so said solar | ooks good, so we'll continue
to explore that, but in terns of what goes first,
both the timng of the wind and the benefits of the

2036 analysis is what the Conpany relied on.

Now, folks -- and I'Il kinds of get into
sone of the UAE at this point too -- fol ks have said,
“Well, but other anal yses show that solar is better."

| guess this is the point we tried to nake

t hroughout, that it is inportant and it's actually a
requi rement of the rule to apply consistent anal yses
across all RFP processes.

And the consistent analysis was that
20-year SO nodel. That's what we used in the IRP
That's what we used in the RFP. Certainly the IE
asked for sone sensitivities to 2050. W did those,

and the IE' s conclusions were, based on those
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sensitivities, that ultinately there was no bi as.

And if you go to page 81, which people
continue to say -- they want to go to this as far as,
you know, "The |E says basically the results were
basi cal ly conparabl e, perhaps there's a small bias,"
and folks end there. And then the IE s ultimate
concl usion was "We do not believe any bid had an
undue i nherent conpetitive advantage within the
paraneters of the solicitation process.”

That was the conclusion, and it's not fair
to just read down to the one section and not take
into account the conclusion of the IE in that
context. Another issue that the Commttee -- excuse
me -- the Ofice.

COMM SSI ONER CLARK: Can | ask you a question
about that before you | eave?

M5. MCDOWELL: O course.

COMWM SSI ONER CLARK: Do you understand t hat
statenment to be about the analysis process or isn't
it really about the information requirenents that the
bi dders had?

M5. MCDOWELL: So | read the statenent and |
t hought this was the discussion in the hearing with
the E that basically it all follows on that you have

t he di scussi on about the nodeling and then the IE

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



http://www.litigationservices.com

HEARI NG DAY 4 DOCKET NO. 17-035-40 - 06/01/2018

© 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 218
concludes that there was no i nherent conpetitive

advantage with respect to one type of bid over
another, and that is a fair conclusion based on the
statenent that says that the results above -- the
results showed that the BTA and PPA for the nost
conpetitive projects to be close in val ue.

In addition on page --

COW SSI ONER CLARK:  Thank you. | apol ogi ze for
I nterrupting.

M5. MCDOWELL: No worries. On page 75 there's a
related conclusion fromthe IE stating "Overall the
results indicated that there did not appear to be an
I nherent advantage associated with the utility
ownership bid due to shorter eval uation purposes for
pur poses of evaluating and selecting a portfolio of
resources.”

So, again, that's back to the 2036
analysis, and |'m stressing this because, you know,
you can't do -- | nean it's a basic prem se of the
RFP process that you need to use a consi stent
anal ysi s across your bidding process.

So you can't use one analysis to judge al
of -- to conprise your shortlist and to assess the
projects and then at the end use a different

anal ysis, a 2050 nom nal anal ysis and say, "On,
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that's what the results should have been."

When we applied the analysis, we used
across the board to the conparison of solar and w nd,
wi nd cane up ahead of solar, and that's before taking
I nto account the cost of the transm ssion |line, which
if you do the solar bids, you're left in a position
where the custoners are exposed to the 300 mllion
net present value of the cost of that I|ine.

The Conpany's clearly indicated that |ine
Is in the plan for 2024. That's a near-term need.
Now, the Conpany with its transm ssion planni ng has
made clear it takes those dates and tries to be as
flexi ble as possible to ensure that those |ines can
be brought on as cost effectively as possible.

But that's not to say when you have a need
| i ke that you can continue to push it on and out into
the future for forever. | think all the discussion
around the transm ssion queue and t he congestion
reinforces that is it really not a question of if;
It's question of when with respect to that line. And
you' ve heard that testinony from many of the
Conpany's wi tnesses on that point.

So while sone folks say "Well, it's an
advantage the solar bids don't require the

transm ssion line," fromour perspective what happens
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if you go forward with the solar bids, they m ght

| ook attractive because you don't have the

transm ssion costs, but you also don't have the
benefits that are paying for that transm ssion, which
Is ultimately the 300 mllion NPV costs for the
transm ssion |ine.

So with respect to the concerns that we,
you know, never reviewed other bids outside of solar,
that we shoul d have done an all-source bidding
process, | just want to say no party has ever raised
this issue that the Conpany shoul d have | ooked at a
gas plant or that sone other kind resource would be
conpetitive. That just was never disputed here.

The only issue rai sed was woul d sol ar
resources be conpetitive, and that's sinply because
the IRP process clearly showed that the renewabl e
resources were the only resources that could possibly
conpete with the front office transactions. So
that's the evidence on that.

Wth respect to the need question, | just
want to say that on the one hand the Ofice has said
that the 2050 analysis is the one that the Conm ssion
ought to be | ooking at even though the 2036 anal ysi s
was used in the RFP process, and they are pointing to

the wind repowering order for that.
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1 And it was clear -- and | think the rage e2t
2 testinony was clear -- is that the 2050 analysis in

3 repowering was particularly inportant because that

4 back-end benefit was such a big part of the analysis
5 of whet her repowering nmade sense.

6 So once -- basically it's the life

7 extensi on benefit. Once the old plants were going to
8 go of f, what was the value of the remaining years

9 where you presumably woul d not have had those w nd
10 plants, and that's a very |arge benefit which was not
11 captured in the 2036 anal ysi s.
12 So here, we've got a different set of
13 considerations. W're really |ooking at how does the
14 RFP conpare to bids, and it uses the 2036 nodel for
15 that. But in any event, on the one hand, the Ofice
16 is pointing to the repowering order for the use of
17 t he 2050 anal ysis but then not considering how the
18 Commi ssion really reviewed that | owcost factor in
19 the context of the repowering decision.
20 The Comm ssion really | ooked at benefits,
21 and is there a net benefit, and econonic benefit, to
22 custoners, not sone of the other need argunents that
23 have been raised both here and in the repowering
24 cont ext .
25 So et nme just check ny notes here for a
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1 nmoment. It's hard to talk and read ny notes at the

2 sanme tine. So just give ne one nonent to catch up.

3 So there is also the contention that sinply
4 having the line in our long-termplan is not enough

5 to show need for that transm ssion |line, and | think
6 there's been a fair anmount of evidence beyond just

7 the fact that that line is in our transm ssion plan

8 to show t he need.

9 And it's sone of the issues | raised
10 earlier about relieving congestion, providing
11 addi ti onal voltage support, allow ng the Conpany to
12 manage all of its resources nore flexibly, and the

13 evi dence we' ve produced that even the Dave Johnston
14 pl ant cl oses and even if there is no additional w nd
15 that's brought on, we still are in a place where

16 we're very close to having -- you know, being put

17 into that place where we have a reliability need that
18 woul d mandate construction of that |ine and bring on
19 that $300 million NPV cost.
20 Now, there was -- there have been questions
21 about the hard cap and the legality of the hard cap.
22 | just want to al so nake an argunent that isn't just
23 around legality but is around fairness. Wat we're
24 | ooking at here is a proposal to cap the Conpany's
25 costs at its estimates to ensure sone |evel of
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benefit.

And the fallacy of that argunent is that
you coul d have a situation where you' ve capped the
Conpany's costs at the estimated | evel; you end up
havi ng significant benefits that, you know, naybe are
ei ther what the Conpany's estimted or even nore than
that; there's an occurrence that's outside of
Conpany's control that the Conpany prudently responds
to, say, costs at 50 mllion; and a hard cap would
put the Conpany in a position that, notw thstanding
the fact custoners are enjoying potentially hundreds
of mllion of dollars of benefits, the Conpany is not
going to be able to recover that 50 mllion in
prudent expenditures.

So it puts the Conpany in a position where
peopl e are not saying, you know, "Cap this at the
projected benefits.” They are saying, "Cap it at the
proj ected costs irrespective of benefits.”™ So you do
get in a position -- we think any hard cap is
I nappropriate and not authori zed.

But it's also pretty unfair because it
could lead to a situation where custoners have
significant benefits and the Conpany is unable to
recover prudent costs.

So with respect to UAE, sone of UAE s
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1 comments around the |IE and his concl usions that he

2 personal ly could not say whether -- because he was

3 not the IE in the solar resource RFP and had not

4 reviewed all the evidence in this docket and the IE

5 work in that solar docket, that he personally could

6 not say that the wind resources -- well, he said

7 certainly that the wind resources provided

8 substantial benefits to custoners and were the best

9 and nost conpetitive bids the market could offer for
10 Wi nd.
11 He coul d not say whether they were, on a
12 rel ative basis, |ower cost than solar, that that was
13 just not his job. | just want to be clear -- and |
14 believe the IE testified -- that that's not to say
15 that you can't nake that decision based on the record
16 that we've provided you, which is nuch nore extensive
17 than what the I E revi ewed.
18 So let me just be clear that the IE did not
19 say that that decision can't be nade by you. He said
20 it could not be made by hi m based on scope of his
21 wor K.
22 We believe, based on the record that we
23 have provi ded, that both based on the benefits, the
24 anal ysis the Conpany did do of the solar resources,
25 the conclusions of that analysis -- which is w nd
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1 now, solar next -- that all of that supports ch?ge ees
2 satisfaction of that first factor, that | ow cost

3 factor.

4 Now, with respect to the some of U EC s

5 comments, one of the comments that U E s counsel nade
6 was that the contracts are mssing fromthe record

7 and that's problematic. | just want to reinforce for
8 the Commi ssion the point that the resource approval

9 statute really contenpl ates approval before getting
10 into these binding contracts, that it is the nornal
11 course of events, at |east based on the cases |'ve
12 read, in particular the Bridger SCR case, where the
13 Conpany really takes the contracts up to, you know, a
14 sort of finally negotiated point, waits for the
15 regul atory approval process to be depleted, and then
16 files the contracts with the Conm ssion so the
17 Conmm ssion can review them
18 Qovi ously, the Conpany's inplenentation of
19 its resource decisions are subject to a prudence
20 review by the Conmm ssion, so assum ng those contracts
21 did not conport with representations the Conpany nade
22 in the context of this proceeding, that would be
23 subject to future comm ssion review.
24 Now, with respect to UEC s position that
25 there is a major risk associated with the appeal of
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the RFP, you know, just there's an irony that U EC
has brought this appeal and now cl ai ns the Conpany --
that there's a huge risk associated with it the
Conpany has not consi dered.

| mean it seens inappropriate or ironic for
a party to create a risk and then say, "Ch, there's
too great a risk to proceed and the Conpany can't
nmove forward and the Conpany hasn't consi dered that
risk."

| guess we're -- the appeal has yet to go
forward, but we believe that just based on simlar
comments that we've nmade here about the satisfaction
of the lowcost factor, we don't think the appeal has
nerit. We also think it's inappropriate for a party
to create a risk and then clai mthe Conpany hasn't
properly addressed the risk that they' ve created.

And with respect to the UEC s coments
about the Oregon order on the RFP shortlist, U EC
referred to this as, you know, that we did not -- the
Conpany did not get a pre-approval order. | want to
be clear: There is no such thing as a pre-approval
order in Oregon.

The cl osest thing that Oregon has to that
woul d be I RP acknowl edgnent or RFP shortli st

acknow edgnent, one or the other; you don't need
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both. 1In this case the Conpany had | RP

acknow edgnent, and that's as good as it gets in
Oregon. There is no pre-approval schene |like there
Is in Uah. | don't think the comm ssion could have
been clearer in its order that they were not

prej udgi ng the outconme and clearly encouragi ng the
Conpany to go forward and present this in the nornal
course under Oregon | aw.

COW SSI ONER CLARK:  Can | interrupt you there a
second.

M5. MCDOWELL: O course.

COMM SSI ONER CLARK:  Wbul d you renmind nme of the
timng of | RP acknow edgnent in Oregon and your
pursuit of RFP acknow edgnent in Oregon, how those
operated, what was the tineline for each of them

M5. MCDOWELL: So the I RP acknow edgnent was in
Decenber and the RFP shortlist acknow edgnent order
was just a couple weeks ago. So, basically, just
| i ke here, the RFP went on concurrently with the | RP.
The | RP was acknowl edged first, and then the RFP
shortlist issue canme before the Comm ssion.

And frankly, you know, | think one of the
drivers for the comm ssion's decision was that they
had al ready provided | RP acknow edgnent, so they

coul d reserve questions on the RFP shortlist because
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they -- since they had provided | RP acknow edgnent,

it really wasn't -- you know, it was a redundant
acknow edgnent in sonme ways, and | think that was the
gi st of the Conm ssion's order.

COMM SSI ONER CLARK: Is it sonething you apply
for? You initiate?

M5. MCDOWELL: It's a requirenent --

COW SSI ONER CLARK: A request ?

M5. MCDOWELL: It's a requirenent of a
conpetitive procurenent process in Oregon, so it was
not sonething that the Conpany -- it had to do it
because it's just a requirenment of the procurenent
process, so the Conpany, as a part of the procurenent
process, it got approval of its RFP.

And when it came to -- when it had prepared
a final shortlist, it was required as a part of the
procurenent review to ask the Conmm ssion to
acknow edge that final shortlist, and that's the
process that occurred.

COMM SSI ONER CLARK:  Thank you.

M5. MCDOWNELL: Before |I conclude, |let ne check
with ny coll eagues to nake sure there's nothing el se.

Just a couple of other points, assum ng |
have a coupl e nore m nutes.

CHAIR LEVAR  Assuming tinme for questions, but
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yeah --

M5. MCDOWELL: | won't take nuch | onger.

CHAI R LEVAR. Maybe two nore, yeah

M5. MCDOWELL: There were sone questions that
cane up about the forward price curve and the fact
that the Conpany -- you know, Conpany's predicted
ability to forecast forward prices, that there was
evidence it was problematic. | guess | just want
to -- these were comments fromthe DPU, and | just
want to rem nd the Conm ssion that when we asked the
DPU s wtness to provide evidence of that, there was
never any ability to do that.

So, in other words, there were conclusory
statenents made that the Conpany had predicted its
forward price curves inaccurately, but the Division
Wi t ness was never able to point to any evi dence
establishing that.

And just to rem nd the Conm ssion, the
medi um case, the base case forecast, is based on the
Conpany's forward price curve just like in
repowering. And just like in repowering where the
Conmmi ssion found that the use of that forward price
curve in all kinds of, you know, regulatory contexts
here in Uah denonstrated its reasonabl eness.

| nean it's the sane curve that we're using
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here, and, you know, to the extent that we haven't

captured, you know, sone of the decline in natura
gas forward price curves, that reflects the fact that
our curves are based on market inputs.

We're not making this stuff up. W rely on
third-party experts. W consolidated and synthesize
that information, and that's how we construct our
curve. Qur curves are audited by all of our
conm ssi ons because they are used extensively, and
our regul atory processes.

And | think the evidence here was pretty
cl ear that conpared to, you know, wi dely relied-upon
curves -- nanely, the EIA reference case -- the
Conpany's curve has always been a little bit |lower, a
little bit nore noderate, a little bit nore
conservative, if you wll.

So the conparison to the JimBridger case,
there was never any evidence in the record of actual
pri ces and how those forecasts conpared to that.

And then, finally, with respect to this
question or the point that U EC nade on the cluster
study and the fact that that study coul d change
things with respect to queue position, the point |
made remai ns: The queue -- FERC requires the Conpany

to basically go in serial order.
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So even if you did a cluster study, it

woul d still require sonebody to drop out. So | guess
the wi shful thinking would be if you did sone kind of
study |ike that sonmebody m ght drop out of the queue,
but it would still require soneone to do that when
you have a val uabl e queue position in a place -- a
transm ssion constraint place |like eastern Wom ng.

I think you can fairly and safely assune
that people are not going to drop out of the queue.
It's valuable to remain in the queue because,
obvi ously, that can be part of a future arrangenent
such as the ones that occurred in this case.

So those are all the rebuttal comments |
have. | really want to, again, say thank you to the
Conmmi ssion for presiding over this case and presiding
over this hearing.

CHAI R LEVAR. Thank you. | have one very narrow
guesti on on one point you nmade in your rebuttal
st at enment .
When you were tal king about the U EC

statenments about the risk of the current pending

appeal -- with the understanding that | believe UAE
is the appellant -- | think I've got the term
right -- in that case, UEC is not a party to that

appeal , does that nodify your coments on that risk
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to any significant extent?

M5. MCDOWELL: Yes, it does. So | stand
correct ed.

CHAIR LEVAR. (Ckay. Do you have any additiona
guesti ons?

COW SSI ONER CLARK:  No, | don't. | do want to
thank all counsel that have participated, though.
This summati on has been very hel pful for nme. | know
it's | aborious for each of you, but thank you for
your contributions today.

CHAIR LEVAR: Thank you. And | don't want to be
repetitive, but we recognize that asking for closing
statenents was a not-insignificant burden on those of
you who already had -- I'mtrying not to use a
pejorative term-- a pretty rough week.

W recognize it was a significant thing to
ask you do to that. It was helpful. It was
meani ngful. And it allowed to explore sone issues in
a way that we couldn't do so in testinony. So we
appreci ate that.

And with that | think -- noting the tine
constraints that were di scussed on the first day of
the hearing, | don't know that we're ready to nmake
any comm tnents today on timng of Conm ssion action

except to say we will take this under advisenent and
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give this matter serious consideration and take

action when we're able to do so.
Wth that, we're adjourned. Thank you.
(Wher eupon the hearing was adjourned

at 3:52 p.m)
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CERTI FI CATE

STATE OF UTAH )
COUNTY OF SALT LAKE g

THIS IS TO CERTI FY that the foregoing hearing
was taken before ne, Letitia L. Meredith, Registered
Pr of essi onal Reporter and Notary Public for the State
of Uah and Certified Shorthand Reporter for the
State of California.

That the hearing was reported by ne in
St enotype, and thereafter transcri bed by conputer
under ny supervision, and that a full, true, and
correct transcription is set forth in the foregoing
pages, which al so i ncludes excerpt taken from PSC
recor di ng.

| further certify that I amnot of kin or
ot herwi se associated with any of the parties to
said cause of action and that | amnot interested in
the event thereof.

W TNESS MY HAND and official seal at

Spani sh Fork, Utah, this {6t y jof) June,2Q718

Letitia L. Meredith, CSR, RPR
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BRADLEY G. MULLINS
Consultant, Energy & Ulilities

333 SW Taylor Street, Suite 400 January 24, 2017
Portland, Oregon 97204
Phone +1 (503) 954-2852

brmullins@mwanalylics.com

Oregon Public Utility Commission
201 High St SE, Suite 100
Salem, Oregon 97301

Re: LLC 66 - Initial Comments on behalf of ICNU on the 2016 Integrated Resource Plan of
Portland General Electric Company

Dear Commissioners,

[ appreciate the opportunity to provide initial comments on behalf of the Industrial
Customers of Northwest Utilities (“ICNU”) on the 2016 Integrated Resource Plan (“IRP”) of
Portland General Electric Company (“PGE” or the “Company”). ICNU is a non-profit trade
association representing large electric utility customers located throughout the Northwest,
including customers of the Company. In addition to these comments, Tyler Pepple of Davison
Van Cleve will also be filing comments on behalf of ICNU in this matter.

In summary, I recommend the Commission not acknowledge two Supply-side actions in
the Company’s 2016 IRP Action Plan:

1) Supply-side action “a. Renewable Resources” and,
2) Supply-side action “b. Capacity Resources.”

With respect to Supply-side action “a.”, my analysis demonstrates that a Just-in-Time
(“JIT”) strategy is a more prudent, and less risky, way to plan for renewable portfolio standards
(“RPS”) compliance. Such a strategy would postpone the need for a physical RPS compliance
until 2030, or beyond.

With respect to Supply-side action “b.”, the Company has not demonstrated a near-term
need to acquire a supply-side capacity resource. My analysis shows the Company is surplus in
capacity until the winter of 2021. After accounting for potential market purchases, the 2021
deficit is only approximately 243MW. Rather than issuing an immediate request for proposal
(“RFP”) for this potential capacity need, I recommend the Company pursue a flexible approach.
Specifically, I recommend that the future capacity need be further monitored and studied by the
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Company over the next two years, considering changes in loads, availability of market
purchases, and other demand-side alternatives. This will provide the Company with greater
flexibility in planning for this need, if conditions—such as loads, contract extensions, resource
availability, demand response opportunities—change.

I. COMMENTS

In general, ICNU is concerned with the prospect of substantial capacity and renewable
resource additions in the IRP action plan. The Company has just completed a series of major
capital projects, including the construction of three large utility-owned generating facilities:
Port Westward 11, Tucannon River Wind, and Carty Generating Station. These three generating
facilities collectively consisted of over $1.2 billion in capital and have placed material upward
pressure on the Company’s rates in recent years. This recent rate pressure, however, would
seem small relative to the potential rate increases associated with the proposal in the action plan
for 850 MW of thermal capacity and 515 MW of Pacific Northwest wind capacity.

Put simply, the analysis in the 2016 IRP is inadequate to justify such significant
resource actions. The significant amount of work and effort undertaken by the Company to
prepare the IRP is appreciated. The Company’s analysis, however, fails to answer some basic
questions—such as the amount of capacity available through front office transactions—and is
based on certain methodologies with which ICNU fundamentally disagrees.

My concern with the Company’s approach can be categorized into three general areas.
First, 1 disagree with the proposed resource adequacy assessment, based on the black-box,
Renewable Energy Capacity Planning Model (“RECAP”) model. Second, 1 disagree with
several aspects of the methodology employed to conduct portfolio analysis. Third, I disagree
with the methodologies used by the Company to evaluate various RPS compliance strategies.
Each of these areas will be discussed in the sections that follow.

II. RESOURCE ADEQUACY

In the 2016 IRP, the Company proposes a new methodology for evaluating resource
adequacy, based on the RECAP model. RECAP is an unlicensed, freely available computer
program developed by the California-based consulting firm Energy + Environmental
Economics (“E3”). Given its black-box nature, ICNU does not necessarily believe it is
appropriate to use the RECAP model in Oregon to establish resource adequacy requirements for
the Company. Rather, the use of a traditional, Planning Reserve Margin (“PRM”) is a more
straightforward, proven way for the Company to evaluate resource adequacy. As it has been
deployed, the RECAP model would result in an effective increase to the PRM from 12.0% to
approximately 19.4%. ¥ Yet, the existing PRM has produced reasonable reliability in the

See 2016 IRP, Volume I1, Appendix P, Table P1. The 19.4% figure was calculated by taking the average
of the values on the line TRM% over the period 2017 through 2021.
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Company’s service territory for many years. Accordingly, the Company’s proposal to increase
the PRM is inappropriate. Given the peaking capability of the Northwest hydroelectric system
and other unique characteristics of the region, the Northwest Power and Conservation Council
calculated a winter Adequacy Reserve Margin—a [unctional equivalent of a regional PRM—of
0.1% in 2026, a value which is directionally and conceptually inconsistent with the
Company’s proposal to increase its effective PRMs by 61.6%.

1. The RECAP Model is Not Suited to Model Resource Adequacy in the Northwest

The RECAP is a compilation of python computer programs and excel spreadsheets,
which rely on a “[n]eural network model [...] to estimate complex relationships between inputs
and outputs using hidden nodes that weigh and transform input data and optimize fit to output
data.”? The model was developed for use in California and is highly complicated. Due to its
black-box nature, the results it produces are also not necessarily transparent or easy to
understand. In fact, when benchmarked against the PRM used in the 2013 IRP, it produces
materially different results that cannot be reconciled in a straightforward manner.

While the RECAP model was developed in California, it is not actually used by
regulators in California for resourcc adequacy. Resource adequacy requirements for California
utilities have historically been based on a deterministic PRM, similar to that which PGE has
historically used.¥ There have been efforts in California to move towards a more probabilistic
approach. My understanding, however, is that the modeling tools used to develop those studies
are much more comprehensive than the RECAP model, relying more on historical data and less
on data extrapolated through use of neural network models.

The RECAP model is not suitable to evaluate resource adequacy for utilities in the
Northwest. Unlike many other regions, hydroelectric conditions are the principal driver of
reliability in the Northwest. Accordingly, regional hydrology should be a principal
consideration in evaluating resource adequacy for any utility located in the Northwest. Yet, the
RECAP model only considers a limited time series of historical hydro data and does so only for
Company resources.

Markets in the Northwest also are different than in California. With a substantial
amount of surplus market capacity available through the Bonneville Power Administration, the
Mid-Columbia publics,¥ British Columbia’s Powerex, and approximately 3,000 MW of in-
region capability from independent power producers, it is common for utilities in the Northwest
to rely more heavily on capacity available through bilateral markets for purposes of resource

¥ Northwest Power and Conservation Council, Seventh Power Plan, at 11-23, Table 11-7 (represents the
average of Q4 and Q1) (Feb. 2016).

E3, Renewable Energy Capacity Planning Model, User Manual at 7 (June 17, 2015)

Sce e.g. CAISO, April 21% Public Workshop, Regional Resource Adequacy Revised Straw Proposal at
26-34. Available at http://www.caiso.com/Documents/Agenda-

/

I

/

=4 The Mid-Columbia Publics include: Grant PUD (Wanapum and Priest Rapids), Chelan PUD (Rock Tsland
and Rocky Reach), Douglas PUD (Wells).
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adequacy. A critical question in evaluating the Company’s resources adequacy is the extent to
which the Company should rely on regional markets. The RECAP model, however, does not
attempt to determine the depth of markets in the Northwest.

In fact, it is a flaw of the 2016 IRP that it did not analyze the degree to which the
Company can rely on market purchases to satisfy load requirements in a reliable manner.
Given the depth of the markets in the Northwest, as well as availability of a substantial amount
of winter import capability from California, market availability should be a fundamental
question addressed by the IRP of any utility in the Northwest prior to building a new resource.

Notwithstanding, the Company assumed little-to-no market capability in the RECAP
model, and the market capability that was included was modeled in a way that is inconsistent
with how the RECAP model is designed. The RECAP model contains special inputs to model
market imports. The Company, however, did not use those designated inputs for market
imports in its RECAP analysis. The Company set the market import capability in RECAP to
zero, and instead modeled market purchases as if they were a variable energy resource, based
on a historical profile of market purchases. Based on the way that the RECAP model generates
stochastics, treating historical market purchases the same way as an intermittent resource does
not accurately reflect the actual capability the Company derives from the market, and
accordingly, is a flawed methodology.

In contrast to the methodology used by the Company, my opinion is that it is more
appropriate to consider regional resource adequacy when evaluating the amount of available
market capacity. The Northwest Power and Conservation Council (the “Council”) recently
published the Seventh Power Plan. In that document the Council found that “[iJn more than 90
percent of future conditions, cost-effective efficiency met all electricity load growth through
2030 and in more than half of the futures all load growth for the next 20 years.”® While the
Council’s recommendation was based on an ambitious forecast for demand response additions,
the Council’s report suggests that there will be sufficient regional capacity, an indication that
surplus capacity in the region will likely be available through bilateral markets.

Due to these deficiencies, I recommend that the Commission not accept the RECAP
model for evaluating the resource adequacy requirements of the Company. On its face, the
RECAP model produces results that are unreasonable relative to the Company’s past planning
practices and fails to adequately consider unique aspects of the power supply system in the
Northwest.

2. A Traditional Approach Based on a Planning Reserve Margin Should be Used to
Consider Resource Adequacy Requirements

Rather, 1 recommend that the Commission evaluate the resource adequacy requirements
of the Company using a traditional approach, relying upon a deterministic PRM. This sort of

g Northwest Power and Conservation Council, Seventh Power Plan at 1-1 (emphasis in original).
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approach is a simpler way to gain an understanding of the Company’s resource needs and to
evaluate resource alternatives to satisfy those needs.

Appendix P of the 2016 IRP contains a high-level load and resource balance. However,
I have identified several problems with the load and resource balance presented in Appendix P,
many of which will be discussed below.

As aresult of thesc problems, I developed an independent load and resource balance, in
an attempt to better understand the resource needs of the Company in the coming years. My
analysis is more detailed than that presented by the Company in Appendix P and provides a
more realistic assessment of the Company’s capacity position following the retirement of

Boardman. My analysis has been provided in Confidential Atlachment A and is summarized in
Table 1, below.

TABLE 1
Preliminary Load and Resource Balance (MW, Winter Peak)
No Resource Additions

2018 2019 2020 2021 2022 2023 2024 2025 2030 2035 2040
Resouices
Coal 809 809 809 296 296 296 296 296 296 - -
Natural Gas 1,851 1,851 1,851 1,851 1,851 1,851 1,851 1,851 1,851 1,851 1,851
Hydroelectric 804 804 804 804 804 804 804 584 574 574 574
Renewable Resources 84 84 B4 84 84 84 84 84 81 81 72
Qualifying Facilities 82 82 82 82 82 82 82 82 82 81 81
Seasonal Contracts 100 100 - - - . . . . . .
‘Yotal Existing Rsres 3,730 3,730 3,630 3,117 3,117 3,117 3117 2,897 2,885 2,587 2,578
Net Load + PRM 3,633 3,645 3,611 3,660 3,671 3,686 3,705 3,729 3,904 4,108 4,343
Net Position (Before FOT) 97 85 18 (543)  (554)  (569)  (588)  (831) (1,019) (1,520) (1,765)
Al fsn Office 300 300 300 300 300 300 300 300 300 300 300
Transacions®
Net Position (After FOT) 397 385 318 (243)  (254) (269) (288)  (531)  (T19) (1,220) (1,465)
* Preliminary assumption to be updated in Final Comments

As can be seen from Table 1, the Company is faced with little, to no, near-term peak
load growth, after accounting for incremental demand-side management and distributed
generation resources. The above analysis also shows that, after the retirement of Boardman
beginning in 2021, the Company is faced with a capacity need of approximately 243 MW.
This need is substantially less than the 850 MW capacity resource addition proposed by the
Company. Some of the differences between my load and resource analysis and the Company’s
are detailed as follows.

Planning Reserve Margin

As noted, the Company’s analysis assumed an approximate 19.4% PRM. While I
believe that a 12% PRM used in the 2013 IRP is too high—particularly given the fact that the
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Council has determined that regional adequacy margins are closer to zero—for purposes of this
proceeding, I used a 12% PRM to evaluate the Company’s expected resource needs in
Confidential Attachment A. That PRM is reflected in the Net Load values detailed above.
Demand side resources are also reflected as an offset to Net Load in the above table, in contrast
to the tables detailed in Appendix P, which separately detail demand-side resources in a manner
similar to supply-side resources.

Front Office Transactions

In Appendix P, the Company assumed that only 98 MW of market transactions would
be available in 2021 to meet peak loads. This assumption is largely unsupported in the 2016
IRP, and based on my experience, is arbitrarily low.

For purposes of the initial analysis summarized in Table 1, I assumed that the Company
had the ability to import approximately 300 MW of winter peaking capacity from the Mid-
Columbia and California-Oregon Border (“COB”) markets. This is a preliminary assumption
and may still be unrealistically low, given the Company’s transmission access to regional
markets. Accordingly, the Company should provide further information regarding available
market capacity in its Reply Comments.

In its Reply Comments, [ particularly request that the Company consider that it has a
substantial amount of import capability from the COB market. In response to ICNU Data
Request 17, for example, the Company indicated that it has rights to approximately 727 MW of
transmission from COB. Customers are paying for transmission from COB, and thus, should be
reaping the reliability benefits associated with access to that market. Because California is
summer peaking, the Company should able 1o realize a significant amount of capacity from this
transmission link. Just as PacifiCorp includes import capability from COB in its IRP, the
Company should also consider COB imports in its IRP.

Load Forecast

Both the load and resource balance and RECAP analysis prepared by the Company
appear to have been based on an outdated load forecast. In the Company’s final MONET
update in Docket No. UE 308, for example, 2017 peak loads were approximately 97.5 MW
lower than reflected in Appendix P to the 2016 IRP. Similarly, loads in the RECAP model
were overstated by an even greater amount, approximately 187.7 MW, compared to the load
forecast provided in MONET in Docket No. UE 308. The difference between the peak load
forecast in RECAP and the peak load forecast in the Company’s load and resource balance may
offer one explanation for the excessively high planning reserve margin assumed in the
Company’s analysis.

Based on the final MONET update, my analysis makes a 97.5 MW downward
adjustment to peak loads in Attachment A.
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These variances in the Company’s load forecast are particularly concerning given a
recent report by the Berkeley National Laboratory that demonstrated that many utilities,
including the Company, have systematically overstated load growth rates in historical IRPs. A
copy of that report, titled “Load Forecasting in Electric Utility Integrated Resource Planning”
can be accessed as of January 2017 through the following hyperlink:
https://emp.Ibl.gov/sites/all/files/Ibnl-1006395_0.pdf.

Load forecasts are one of the more important aspects to consider when evaluating
resource adequacy, and thus, should be updated based on the best information available to the
Company. It certainly would not be prudent for the Company to follow through with its plan to
acquire a major resource, based on an outdated load forecast. This is one of the reasons I
believe it is appropriate for the Company to continue to monitor its load forecast and resource
needs for a few more years, prior to taking any concrete resource actions for 2021.

Hydro Capability

In forming its peak load and resource balance, the Company has understated the
capacity available from its hydro electric facilities. It appears that the Company has used
average annual energy to assess the capacity contribution of run-of-river hydro systems.
Because the Company is winter peaking, it would be more accurate for the Company to assume
average energy during the winter timeframe. My load and resource balance calculates capacity
contribution based on average energy in the months of January — February.

I also assumed that the Portland Hydro Project would be renewed. The Portland Hydro
Project, which consists of approximately 33 MW of run-of-river hydro capacity on the Bull Run
River, was assumed to be extended and was reflected in rates in Docket No. UE 308, the 2017
Annual Power Cost Update Tariff filing. Thus, it is appropriately included in the load and
resource balance in the IRP.

Rencwable Resources

From the Company’s load and resource balance, it is not clear what capacity
contribution values were assumed for wind and solar resources. ICNU was hopeful that—
following Docket UM 1719, an Investigation to Explore Issus Related to a Renewable
Generator’s Contribution to Capacity—the IRP would report capacity contribution values based
upon the Effective Load Carrying Capability methodology. Notwithstanding, ICNU was
unable to identify in the IRP where the Company calculated the contribution to peak of these
resources. Absent the analysis, and based on my experience, my analysis assumes a 10%
capacity contribution for wind and a 20% capacity contribution for solar. I request that the
Company provide further information regarding the capacity contribution of wind and solar
resources in its Reply Comments.
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Distributed Solar

While the Company’s load and resource balance included approximately 118 MW of
capacity for non-renewable distributed generation, including the Dispatchable Stand-by
Generation program, it appears to have excluded any contribution to peak associated with the
approximate 65 MW of distributed solar resources included in the IRP.Z My analysis includes
a provision for capacity provided by distributed solar resources as an offset to load in the load

and resource balance detailed in Confidential Attachment A.

Gas Plants Capacity

The Company appears to have slightly understated capacity available from gas
resources. Based on capability in the month of January, my analysis based on the Company’s
most recently filed MONET model shows a slightly greater amount of capacity available from
gas plants, than the 1,810 MW assumed in the Company’s load and resource balance. While I
have not necessarily reconciled the difference, it may be that the Company has measured the
capability of gas plants in a different month of the year. In my opinion, January is the most
appropriate month to measure nameplate capacity of gas plants because the Company load
typically peaks when weather is coldest. In fact, it is possible that the use of average January
temperatures may actually understate the capacity from gas plants because the average is not
representative of the coldest hours in the month, when the Company is peaking.

In summary, based on the above analysis, existing resources will provide the Company
with reasonable resource adequacy at least until the retirement of Boardman at the end of 2020.
Consistent with the results of the Council’s Seventh Plan, I believe that the Company should
take no immediate action with respect to potential resource needs in 2021. Rather, I
recommend that, prior to pursuing a physical resource, the Company should 1) continue to
monitor its load forecast; 2) review availability of market imports; and, 3) continue to review
demand-side options as alternatives to physical resource acquisition.

III. PORTFOLIO ANALYSIS

In addition to the problems associated with the use of the RECAP model, I believe that
the portfolio analysis in the 2016 IRP is also based upon a methodology that is fundamentally
flawed. Other utilities use models, such as PacifiCorp’s System Optimizer model, to develop
least-cost portfolios given a set of inputs. These type of models are designed to optimize the
type and timing of resource additions in each portfolio for purposes of satisfying peak load
requirements.

The Company’s analysis, however, did not attempt to optimize the type and timing of
resource additions. Rather, the Company performed a scenario analysis in the AURORAxmp
model based on a series of predetermined resource portfolios, in an attempt to determine which

j 2016 IRP, Volume 11, Appendix D, at 384
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preselected portfolio was the lowest cost. This type of analysis, however, does not necessarily
reflect an optimal resource portfolio, unless one believes that the Company preselected the
optimal resource portfolio. As I demonstrate below, the portfolios preselected by the Company
are not optimal, particularly considering the resource need discussed in the prior section.

Similarly, the Company’s attempt to consider the risk of portfolios is also analytically
flawed. A risk analysis can only be said to be reasonable if it reflects a reasonable distribution
of likely outcomes. While the Company considers some outcomes—such as a high gas price
scenario—it did not consider portfolio performance under other potential outcomes.

Faced with these deficiencies in portfolio modeling, it is difficult to analyze the
reasonableness of any aspect of the Company’s proposed action plan. Notwithstanding, T have
attempted to work within the Company’s scenario analysis framework, using the
AURORAxmp model, in order to try to determine the portfolio actions that the Company might
take in order to best satisfy its potential capacity needs in coming years.

1. The Company’s Portfolio Analysis Did Not Evaluate Resource Type or Timing

One purpose of the IRP is to determine the lowest cost resources to acquire, as well as
the proper timing of such acquisitions. This often results in complex trade-offs between various
baseload, peaker, storage, and market resources. Yet the Company’s approach of evaluating
portfolios is based on a limited number of pre-defined portfolios that fails to provide an
adequate answer to this question of resource type and timing.

In Attachment B, I have constructed a simple Excel model that builds resource
portfolios based on the load and resource table provided in Attachment A. The analysis
assumes that all capacity shortfalls, after accounting for market purchases and other new
resources, must be met by a combined cycle combustion turbine (“CCCT™), as a last resort.
Based on this analysis, I was able to test whether it is less costly to acquire other types of
resources or to rely more heavily on market purchases. [ also prepared some sensitivities
surrounding RPS compliance. These portfolios were input into a reference case scenario in
AURORAXxmp, and the resulting portfolio costs were considered in a net present value revenue
requirement analysis. The results of that analysis are detailed in Table 2, below.
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TABLE 2
AURORAxmp Portfolio Sensitivities (2018 — 2037)
Present Value Revenue Requirement ($000) Deltas from Portfolio 1
Reference Gas, No Carbon Constraint

10-year PVRR Delta 20-year PVRR Delta
Portfolio I Base Case (2021 Combined Cycle 10,836,781 - 20,639,777 -
Combustion Turbine)
Portfolio 2 Low Market Capacity 10,865,208 28.427 20,670,108 30,331
Portlolio 3  High Market Capacity 10,576,839 (259,942) 20,135,192 (504,584)
Portfolio 4  Wells Not Extended 10,896,214 59,432 20,875,291 235,515
Portfolio 5 Simple Cycle Combustion Turbine 2021 10,812,003 (24,778) 20,555,660 (84,117)
Portlolio 6 150 MW Direct Access 10,662,544 (174,238) 20,206,268 (433,509)
Portfolio 7 RPS Early Action (515 MW Wind 2018) 11,147,303 310,522 21,111,530 471.753
Portfolio 8 No Unbundled Renewable Energy 10,910,010 73,229 20,922,906 283.129
Certificates
Portolio 9 No Renewable Portfolio Standard 10,779,267 (57.514) 20,124,937 (514,839)
Portfolio 0 Company Preferred: Efficient Capacity 11,418,357 581,576 21,689,254 1,049,478
2021

Several interesting things can be discerned from the AURORAxmp runs detailed above.
While 1 plan to present a fuller portfolio analysis in Final Comments, below are some of my
preliminary conclusions.

e The base portfolio (Portfolio 1) in my analysis is approximately $1.0 billion less
expensive, on a 20-year present value revenue requirement basis, than the
Company’s preferred portfolio (Portfolio 0). Thus, the Company’s proposal for
850 MW of traditional capacity and 515 MW of renewable capacity could result
in substantial and unnecessary costs to ratepayers.

e Portfolio 3—a portfolio which assumes 700 MW of market capacity is available
to the Company—is the lowest cost portfolio. This indicates that it is crucial for
the Company and the Commission to consider the amount of capacity available
from the Mid-Columbia and COB markets, prior to pursuing physical resource
acquisition.
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e Portfolio 6 indicates that there are significant capacity benefits to remaining
customers if 150 MW of load were to migrate to direct access and permanently
opt-out of cost of service rates. Such a portfolio could defer the need to acquire
a physical resource until 2025, saving ratepayers $433.5 million on a 20-year net
present value revenue requirement basis.

e Portfolio 5 indicates that, if physical capacity is truly required in 2021, it would
be more cost effective to ratepayers to acquire a smaller, Simple Cycle
Combustion Turbine (“SCCT?), rather than a larger, CCCT. Ratepayers save
$84.1 million in a portfolio that includes a 2021 SCCT, delaying the need to
build a larger, CCCT until at least 2025.

e Portfolio 7 cost ratepayers $471.8 million more on a 20-year net present value
revenue requirement basis than the base portfolio, indicating it is not a least cost
strategy to pursue early action of an RPS resource at this time.

These conclusions contradict many of the conclusions reached by the Company in its
IRP. These conclusions also indicate that it could cost ratepayers substantially, and
unnecessarily, if the Company is to pursue the supply-side actions to acquire 850 MW of
traditional capacity and 515 MW of renewable capacity. For that reason, 1 do not agree that the
Company is justified in pursuing those supply-side actions. While the Company may be
Justified in acquiring a smaller, SCCT resource in 2021, the economics of that strategy are
contingent on the level of market capacity actually available, as well as potential opportunities
for large customers to opt out of cost of service rates. These options must be understood before
a resource decision can be made.

2. Large Customer Opt-Out Should be Considered as a Resource Option

The Company assumes that no customers will elect to opt out of cost of service rates in
the study period. Yet, if a large customer were to opt out of cost of service rates, it may allow
the Company to avoid acquiring expensive capacity and renewable resources. Based on the
portfolio analysis conducted above, ratepayers would save approximately $433.5 million, on a
20-year net present value revenue requirement basis, if 150 MW of additional load were to clect
to opt out of cost of service rates. Given this potential savings, the Company should consider
options that provide proper economic signals to, and eliminate barriers for, large customers who
may be interested in opting out of cost of service rates. The current transition adjustment
methodology, which focuses solely on short-term marginal costs, does not consider the long-
term capacity benefit that the Company, and its remaining customers, receive when a Jarge
customer chooses to opt out of cost of service rates. There are also caps that have been put in
place that restrict the amount of load that can migrate to direct access. Prior to building a new
resource, the Company should consider raising the current direct access cap and adopting
transition adjustments that consider the long-term capacity benefits associated with incremental
direct access customers, while still ensuring that remaining customers are unharmed.
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3. A 34-year Planning Period is Too Long

When performing the above scenarios, 1 limited the planning period to 20 years. A 34-
year planning period is too long and puts too much weight on speculative assumptions about
distant future conditions to be used for planning. The Commission’s IRP guidelines do not
require an analysis beyond 20 years.

Moreover, the proposed 34-year planning period is considerably longer than the 20-year
planning period used in the Company’s 2013 IRP. While such a long study period may present
some useful information, modeling portfolio performance that far into the future is problematic
and the costs of distant resources should not form the basis for near-term resource acquisitions.
Resource decisions often involve a trade-off between paying more rates today, in order to
achieve dispatch savings expected over a long period of time.

Forecasting conditions far into the future is inherently speculative. Ten years ago, when
the Company issued the 2006 IRP for example, there was no contemplation of the rapid
expansion of the Energy Imbalance Market (“EIM”) throughout the West. If one goes back
even further, 34 years ago to 1982, the utilities were not even contemplating the liquid bilateral
markets that are ubiquitous today. The concept of something such as the EIM would have been
outside of the range of any future possibility in 1982. A lot can change over a ten-year period,
let alone the 34-year planning period proposed by the Company, and for that reason it makes
sense to place less weight on benefits and costs expected far into the future. For purposes of
making resource decisions today, a twenty-year planning period is sufficient to make informed
resource decisions that form the basis for the Company’s action plan. Additionally, I also gave
greater weight to the first ten years of the analysis in order to reflect the greater certainty of cost
predictions over this period. Thus, in the above table I also calculated levelized portfolio costs
over a 10-year period, as a metric used to benchmark against 20-year results.

4. The Company’s Risk Analysis is Analytically Improper

While the Company attempts to evaluate the risk profile of various portfolios, it does
not properly evaluate risk. Stochastic modeling is typically used to evaluate risk associated
with a resource portfolio. The aim of this type of modeling is to change model inputs based
upon a distribution of expected outcomes. The Company, however, did not use a distribution of
expected outcomes, and rather, relies on a skewed set of scenarios that do not properly reflect a
balanced set of possibilities.

This can be noted by the failure of the Company to model a low natural gas price
scenario. In addition to modeling median and “high” gas price scenarios, the Company needs
to model a "low" natural gas price scenario. As noted in Figure 3.8, the Company models
natural gas prices based on a reference case and a high natural gas price scenario, both of which
assume prices will increase considerably in the study period. The Company, however, does not
model any scenario to evaluate the impact of the very real possibility that natural gas prices will
continue to remain low into the future.
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The omission of a low gas price scenario is, in my opinion, a critical analytical flaw in
the Company's IRP risk analysis. The exclusion of a low gas price scenario is problematic
primarily because it skews the Company's risk modeling, in favor of a future state that is based
on high gas prices. If one only includes two future natural gas states, a reference gas price state
and a high gas price state, the median outcome of the risk modeling will be representative of
prices that are between the reference state and the high gas state. That is, if only a high and
reference gas prices are used, the reference case is no longer the median outcome. Thus, ifa
high price scenario is to be used, at a minimum, a low price scenario also needs to be modeled
in order to maintain the reference case as a median outcome.

S. The Company Appears to Double Count Carbon Costs in AURORA

The Company develops a carbon price for its reference case scenario based on a report
prepared by Synapse Energy Economics. The Synapse report estimates carbon costs based on
the price of allowances under a mass-based state implementation plan with the new source
complement. The Company notes, however, that this is not its preferred implementation plan
because a source-level rate based implementation plan would result in no incremental cost to
customers.

In addition to modeling carbon costs directly in AURORAxmp, however, it appears that
the Company has also established a region-wide cap on carbon emissions as a constraint in the
model. While not necessarily opposed to understanding the impact of potential carbon costs on
portfolios, modeling a carbon price, as well as a carbon cap, did not seem to be a consistent way
to model potential carbon costs. Irequest that the Company provide further information about
how it has modeled these costs in its Reply Comments.

In addition, the Company currently expects to comply with the Clean Power Plan at no
incremental cost to customers. Accordingly, the reference case should assume zero carbon
costs to the Company, at least through the Clean Power Plan compliance period. In modeling
prices in the AURORAXxmp model, it may be appropriate to model carbon costs in the reference
case forward price curve in regions where the Clean Power Plan is expected to impose
additional costs. However, assigning an incremental carbon cost to the Company’s portfolio in
the reference case contradicts my understanding of how compliance with the Clean Power Plan
might impact customers of the Company.

For these reasons, the above scenarios were analyzed in a case with zero carbon costs,
though I am interested in evaluating the sensitivity of those portfolios to carbon costs in its

Final Comments.
IV. RENEWABLE PORTFOLIO STANDARDS COMPLIANCE
Based upon the portfolio analysis detailed in Table 2 above, I disagree the Company is

Justified in pursuing early action of a renewable resource. My analysis demonstrates that early
action will ultimately cost ratepayers $471.8 million on a net present value revenue requirement
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basis over a 20-year period. Over a 10-year period, early action will cost ratepayer
approximately $310.5 million on a present value revenue requirement basis. Thus, a just-in-
time RPS resource acquisition strategy is a less costly strategy—and as discussed below, a less
risky strategy—for complying with RPS requirements.

1. The Company Should Adopt a Just-in-Time Acquisition Strategy for RPS Resources,
Delaying RPS Resource Action Until 2030

ICNU continues to support a “just-in-time” acquisition strategy for RPS resources,
including utilization of unbundled Renewable Energy Certificates (“RECs™) up to the 20%
statutory maximum level. Consequently, I have several concerns with the Company’s proposal
for early action with respect to renewable resource additions in the IRP. Not only does the
Company’s early-action proposal disregard a number of costs and risks associated with building
a renewable resource prior to the time that such a resource is needed, an early-action strategy
should not be considered in isolation from other rate impacts, including the fact that ratepayers
will likely be faced with upward rate pressures as a result of replacing lost capacity associated
with the retirement of Boardman.

While there may be instances where it is appropriate to pay more in rates today in order
to achieve long-term rate savings, these sorts of projects with a long-term pay-back are not
preferred in periods when ratepayers are already subject to substantial upward rate pressures.
Additionally, the long-term rate savings should be far more certain to occur than suggested in
the Company’s analysis.

Moreover, early-action strategies also rely on long-term resource and planning
assumptions, which carry significant forecasting risk for customers. For example, if solar costs
continue on their current trajectory, the Company may be placed in a situation where it is
considerably less expensive to acquire renewable energy ten years from now, than it is today.
Similarly, if PTCs are ultimately extended, an early-action strategy could also cost ratepayers
greatly, The rapid pace of technological change in the energy industry today creates a
significant risk that acquiring new generation, renewable or otherwise, before it is needed will
impose substantial stranded costs on customers.

2. The Company Should Assume that the Use of Unbundled RECs Will Delay the Need
for New RPS Additions until 2030

As noted in Docket No. UM 1773, if the Company continues to rely on unbundled
RECs, it will not need to acquire a new RPS resource until 2030. In the IRP, the Company
attempts to model a scenario that relies on unbundled RECs to meet 20% of its RPS
requirements. That portfolio, titled “Efficient Capacity 2021 20% Unbundled RECs,” however,
only assumes that an RPS resource can be delayed until 2025. This is because the Company
assumed it could only rely on unbundled RECs over the period 2016 through 2021.

Given the low price of unbundled RECs and the Company’s history of relying on
unbundled RECs to meet 20% of its RPS obligation to date, it would be more appropriate for

LC 66 — 2016 Integrated Resource Plan of Portland General Electric Company
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the Company to assume that it can rely on unbundled RECs over the entire IRP study period,
which should delay the physical compliance need until 2030, while maintaining a sufficient
REC bank balance. This analysis has been provided in Attachment C. For purposes of the
portfolio analysis detailed above, 1 assumed that the Company could acquire RECs at a nominal
levelized price of $10/MWh. Based on my analysis, the nominal levelized REC price would
have to exceed $32.75/MWh (the “tipping point”) before it became more economic to acquire a
physical resource.

3. Early RPS Build Scenarios Should Include the Cost of Incremental Production Tax
Credit Carry-Forwards

As also noted in Docket No. UM 1773, the Company currently lacks sufficient taxable
income necessary to utilize all of the production tax credits generated from the Bi glow Canyon
and Tucannon River Wind [acilities. While unused production tax credits can be “carried-
forward” to be used on a future tax return, the growing balances have presented ratemaking
concerns. Specifically, the Company has historically argued that it should be allowed to earn a
return on the carry-forward balances at its full cost of capital.

The growth in the Company’s production tax credit carry-forward balance was expected
to slow, and potentially reverse, when the production tax credits generated from the Biglow
Canyon facility begin to expire over the period 2018 through 2020. If the Company acquires a
515 MW wind resource in 2018, however, the growth in the carry-forward balance will not
slow, but rather, will begin to accelerate at a problematic rate. As demonstrated in Attachment
E, for example, I forecast that the production tax credit carry-forward balance is expected to
grow to in excess of $400 million if the Company acquires a 515 MW wind facility in 2018. 1
also demonstrate that the return on this balance could cost ratepayers approximately $233.0
million on a present value revenue requirement basis. This additional cost has been reflected in
the cost associated with an early-action strategy in the portfolio analyses detailed in Table 2,
above.

The Company’s portfolio analysis, however, has made no effort to quantify the impacts
on rates associated with these tax attributes in the IRP. In the scenarios that rely on an carly-
action strategy, the Company includes no additional cost associated with its inability to utilize
production tax credits on its tax return, which consequently overstates the benefits of early
action to acquire the full value of the production tax credit. Given the level of risk associated
with an early-action strategy, all costs and risks must be accounted for in the Company’s
analysis, including the cost of production tax credit carry-forwards.

V. CONCLUSION

I appreciate the opportunity to provide these comments on behalf of ICNU. 1 also
appreciate the large amount of work and analysis conducted by the Company in preparing the
IRP. Notwithstanding, there are still fundamental questions that need to be considered before
taking the supply side resource actions proposed by the Company.

LC 66 — 2016 Integrated Resource Plan of Portland General Electric Company
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With respect to the renewable resource addition, [ disagree with the economic analysis
proposed by the Company to justify the 515 MW of near-term renewable resources, as my
analysis demonstrates that it will not be beneficial to ratepayers to pursue an early-action
strategy at this time.

In addition, the Company’s proposal for approximately 850 MW of supply-side capacity
resources should also not be acknowledged, as the Company has not justified such a substantial
need at this time. Given the smaller magnitude of the capacity need demonstrated by my
analysis—and the potential that the Company may be able to avoid the need altogether through
existing market capability or other demand-side alternatives—my recommendation is that the
2021 need be further studied and analyzed by the Company prior to issuing an RFP.

I look forward to working with parties to further address the Company’s future resource
strategy.

Sincerely,

/s/ Bradley Mullins

Bradley Mullins

Consultant, Energy & Utilities
333 SW Taylor Street, Suite 400
Portland, Oregon 97204

LC 66 — 2016 Integrated Resource Plan of Portland General Electric Company
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I. PROCEDURAL HISTORY

This matter is before the Public Service Commission of Utah (“Commission’)
upon the September 17, 2012, application of PacifiCorp, a public utility doing business in Utah
as Rocky Mountain Power (“Company”), seeking a certificate of public convenience and
necessity (“CPCN”) for the construction of the Sigurd — Red Butte No. 2, 345 kV Transmission
Line (“Project™). The application is pursuant to Utah Administrative Code (“UAC”) Ann. § 54-
4-25. The Project is to be built between the existing Sigurd substation, located in Sevier County,
Utah, and the existing Red Butte substation in Washington County, Utah. On October 22, 2012,
the Company filed an errata application (“Application”).

The statutory parties to this case include the Utah Division of Public Utilities
(“Division™), and the Utah Office of Consumer Services (“Office”). In addition, the Commission
granted the following parties leave to intervene: Holcim, Inc., Kennecott Utah Copper LLC,
Kimberly-Clark Corp., Malt-O-Meal, Praxair, Inc., Proctor & Gamble, Inc., Tesoro Refining and
Marketing Co., and Western Zirconium (collectively “Utah Industrial Energy Consumers” or
“UIEC”), Utah Association of Energy Users (“UAE”), and Utah Associated Municipal Power
Systems (“UAMPS”).

On October 3, 2012, the Division requested the Commission conduct a scheduling
conference to set a schedule and to clarify the scope of the proceedings in its scheduling order.
On October 15, 2012, a duly noticed scheduling conference was held and on October 18, 2012,
the Commission issued a Scheduling Order and Notice of Hearing (“Scheduling Order”) for this

proceeding.
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On December 21, 2012, the Division and the Office filed direct testimony in this
docket. On January 16, 2013, the Division filed supplemental direct testimony. On January 18,
2013, the Company filed rebuttal testimony. On January 22, 2013, UAMPS filed rebuttal
testimony. No other parties filed testimony in this docket. On February 14, 2013, the Company,
the Division, and the Office, signed and filed a settlement stipulation in this proceeding
(“Stipulation™). On March 5, 2013, the Commission held a duly noticed hearing to consider
approval of the Stipulation.

II. SETTLEMENT STIPULATION SUMMARY

A copy of the Stipulation is attached to, and incorporated in, this order. For
convenience, a summary of some of the terms in the Stipulation is provided below. This
summary, and other discussion of the terms in this order, is not intended to modify the terms of
the Stipulation, and the language in the Stipulation controls. The Company, the Division, and
the Office, signed the Stipulation and are collectively referred to as the “Parties.”

In the Stipulation, the Parties agree to the following:

1. The Company has obtained, or will obtain during the ordinary course of
construction, all of the required conditional use permits, franchises, and
authorizations from each of the local governmental entities having jurisdiction
over the Project.

24 The Company has sufficient capital to finance the Project and a capital structure

that renders the Company financially stable.





RMP Cross Exhibit 23

DOCKET NO. 12-035-97

B
3. The Parties agree that the approval of the CPCN is limited to a determination of
the public convenience and necessity of the Project and that cost allocation and
rate recovery will be addressed through a future regulatory process at the
appropriate time.
4. The Parties agree that the present or future public convenience or necessity does,
or will, require construction of the Project and accordingly request the

Commission issue an order approving the application for the certificate of public

convenience and necessity.

III. PARTIES’ POSITIONS

The Company, Division and Office provided witnesses at hearing to support the
Stipulation. No intervening party provided testimony opposing approval of the Stipulation.

The Company testifies in support of the Stipulation and believes it is in the public
interest and it was negotiated in good faith by the Parties. The Project is one component of the
Company’s larger Energy Gateway Transmission Expansion project, along with the now-
completed Populus to Terminal transmission project’ and the Mona to Oquirrh transmission
project.> The Company states these coordinated transmission projects are part of the Company’s
modeled topology for the purpose of selecting its preferred resource portfolio. The Company

argues these projects represent crucial components of the Company’s comprehensive, long-term

! See In the Matter of the Application of Rocky Mountain Power for a Certificate of Public Convenience and
Necessity Authorizing Construction of the Populus-to-Terminal 345 kV Transmission Line Project, Docket No. 08-
035-42, Report and Order, issued September 4, 2008.

2 See In the Matter of the Application of Rocky Mountain Power for a Certificate of Public Convenience and
Necessity Authorizing Construction of the Mona-Oquirrh 500/345 kV Transmission Line, Docket No. 09-035-54.
Report and Order, issued June 16, 2010.
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plan to deliver network resources to loads, support renewable generation development and retail
load growth, and improve reliability of the regional power grid.

The Company also testifies the Project directly addresses its need to meet electric
service obligations to customers by adding additional transmission facilities to its system,
improving reliability of the interconnected transmission system and increasing transmission
capacity required to serve the growing electric demand in southwest Utah. The Project also
addresses Federal Energy Regulatory Commission, Western Electric Coordinating Council
(“WECC?”) and the North American Electric Reliability Corporation (“NERC”), reljability
standards and criteria. The Project provides access to renewable and other generation sources,
and provides increased capacity to import/export energy to/from the State. Because of the
interconnected nature of the transmission system, the Project will benefit the Company’s system
on a regional basis.

The Division supports the Stipulation and recommends the Commission approve
the Stipulation and grant the CPCN. The Division testifies the construction of the Project, and its
associated facilities, is required for public convenience and necessity and is in the public interest.
The Company’s requirement to serve its current and future network customers, coupled with its
requirement to meet stringent reliability standards for the electric transmission grid, supports the
construction of the Project. The Division concludes the Project is needed to resolve system
redundancy for loads in southwest Utah and to maintain compliance with NERC and WECC

reliability and performance standards.
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The Office testifies it supports the Stipulation because the Company has
demonstrated present and future public convenience and necessity does, or will, require the
construction of the Project. The Office testifies the Stipulation is in the best interest of
ratepayers and recommends it be approved by the Commission. The Office also emphasizes the
Stipulation explicitly acknowledges cost allocation and cost recovery will be addressed in an
appropriate future proceeding.

IV. DISCUSSION, FINDINGS, AND CONCLUSIONS

The parties signing the Stipulation represent a diversity of interests. These parties
agree the Stipulation is in the public interest and present or future public convenience and
necessity does, or will, require construction of the Project. In the Stipulation cover letter, the
Company represents the other parties to this case were made aware of the Stipulation and though
they did not sign, they did not oppose the Stipulation. The signing parties indicate the Company
has complied with its statutory requirements but that the Company is still in the process of
obtaining some required consents, franchises, or permits issued by appropriate local authorities.

As we have noted in previous orders, settlements of matters before the
Commission are, by statute, encouraged at any stage of our proceedings.” The Commission may
approve a stipulation or settlement after considering the interests of the public and other affected
persons, if it finds the stipulation or settlement “is just and reasonable in result.”® Our

consideration of the Stipulation is guided by Utah statutory provisions in UCA § 54-7-1, et seq.,

3 See Utah Code Ann. § 54-7-1. See also, In the Matter of the Application of Questar Gas Company to Adjust Rates
for Natural Gas Service in Utah, et al., Docket Nos. 04-057-04, 04-057-11, 04-057-13, 04-057-09, 05-057-01 ,
Report and Order issued January 6, 2006, at 26.

* See Utah Code Ann. § 54-7-1(3) (d).
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encouraging informal resolution of matters brought before the Commission. Based on our
consideration of the evidence before us, the Application of the Company, the testimony and
recommendations of the parties, and the applicable legal standards, we find the Stipulation, and
all of its terms and conditions, is just and reasonable in result and in the public interest. Based
upon the foregoing, the Commission approves the Stipulation, but conditions this approval
pursuant to UCA § 54-4-25 (4)(a)(ii), which requires, in part, the Company file evidence of the
receipt of such consent, franchises, or permits necessary from local entities.

V. ORDER
Wherefore, pursuant to the foregoing discussion findings and conclusions made
herein, we order:

1. The terms and conditions of the Settlement Stipulation filed in this matter on
February 14, 23013, are hereby approved.

2. A certificate of public convenience and necessity authorizing the construction of
the Sigurd — Red Butte No. 2, 345 kV transmission line is approved subject to
item 3 below.

3. The Company shall file documentation it has obtained any remaining consents,
authorizations and permits from the local governmental entities having
Jurisdiction over the Project, which were still pending at the time of the March 5,
2013, hearing in this matter. The Company shall file this documentation as soon

as practicable after obtaining such consents.
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DATED at Salt Lake City, Utah, this 15 day of March, 2013.

/s/ Ron Allen, Chairman

/s/ David R. Clark, Commissioner

/s/ Thad LeVar. Commissioner

Attest:

/s/ Gary L. Widerburg

Commission Secretary
D#242582

Notice of Opportunity for Agency Review or Rehearing

Pursuant to §§ 63G-4-301 and 54-7-15 of the Utah Code, an aggrieved party may
request agency review or rehearing of this Order by filing a written request with the Commission
within 30 days after the issuance of this Order. Responses to a request for agency review or
rehearing must be filed within 15 days of the filing of the request for review or rehearing. If the
Commission does not grant a request for review or rehearing within 20 days after the filing of the
request, it is deemed denied. Judicial review of the Commission’s final agency action may be
obtained by filing a petition for review with the Utah Supreme Court within 30 days after final
agency action. Any petition for review must comply with the requirements of §§ 63G-4-401 and
63G-4-403 of the Utah Code and Utah Rules of Appellate Procedure.
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CERTIFICATE OF SERVICE

I HEREBY CERTIFY that on the 15™ day of March, 2013, a true and correct
copy of the foregoing Report and Order was served upon the following as indicated below:

By Electronic-Mail:

R. Jeff Richards (jeff.richards@pacificorp.com)
Todd Jensen (todd.jensen@pacificorp.com)
David L. Taylor (dave.taylor@pacificorp.com)
Rocky Mountain Power

Data Request Response Center (datarequest@pacificorp.com)
PacifiCorp

Robert F. Reeder (bobreeder@parsonsbehle.com)
William J. Evans (bevans@parsonsbehle.com)

Vicki M. Baldwin (vbaldwin@parsonsbehle.com)
Elizabeth L. Silvestrini (esilvestrini@parsonsbehle.com)
Parsons Behle & Latimer

Gary A. Dodge (gdodge@hjdlaw.com)
Hatch, James & Dodge

Kevin Higgins (khiggins@energystrat.com)
Neal Townsend (ntownsend@energystrat.com)
Energy Strategies

Mason Baker (mason@uamps.com)
Marshall Empey (marshall@uamps.com)
Utah Associated Municipal Power Systems

By Hand-Delivery:

Division of Public Utilities
160 East 300 South, 4™ Floor
Salt Lake City, Utah 84111

Office of Consumer Services
160 East 300 South, 2™ Floor
Salt Lake City, Utah 84111

Administrative Assistant
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SETTLEMENT STIPULATION
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BEFORE THE PUBLIC SERVICE COMMISSION OF UTAH

In the Matter of the Pending Application of | Docket No. 12-035-97
Rocky Mountain Power for a Certificate of
Public- Convenience and Necessity | SETTLEMENT STIPULATION
Authorizing Construction of the Sigurd —
Red Butte No. 2 345 kV Transmission Line

This Settlement Stipulation (“Stipulation”) is entered into in Docket No. 12-035-97 by
and among the parties whose signatures appear on the signature pages hereof (collectively
referred to herein as the “Parties” and individually as a “Party”).

BACKGROUND

1. On September 17, 2012, Rocky Mountain Power filed an application in
accordance with Utah Code Ann, § 54-4-25 with the Public Service Commission of Utah
(“Commission”) seeking a certificate of public convenience and necessity (“CPCN™) for the
construction of a new 345 kV transmission line (the “Project”) to be built between the existing
Sigurd substation located in Sevier County approximately 6 miles northeast of the town of
Richfield, Utah, the existing Red Butte substation located west of State Route 18 and the town of
Central in Washington County, Utah. The application was followed by an errata filing on
October 22, 2012.

2. On October 18, 2012, the Commission issued a Scheduling Order setting a
procedural schedule. A technical conference was held October 25, 2012. A hearing on this
matter is scheduled for March 5 and 6, 2013.

s Five Parties participated in this matter — The Division of Public Utilities (the
“Division”), the Office of Consumer Services (“OCS”), Utah Industrial Energy Consumers
(“UIEC?”), Utah Association of Energy Users (“UAE”) and Utah Associated Municipal Power

Systems (“UAMPS”). The Division and UAMPS each filed testimony in support of and the OCS
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did not oppose the issuance of a CPCN for the Project.The Division testified that the Project will
serve the present and future public convenience and necessity and recommended that the
Commission approve the Application. UAMPS testified that the planning group consisting of
PacifiCorp, UAMPS and Deseret concluded that construction of the Project was needed to
reliably serve the loads in the area. UAMPS further stated that cost allocation and cost recovery
are not at issue in this proceeding.The OCS didnot oppose the issuance of a CPCN but expressed
concern regarding the timing for the Project based on projected load growth in southwest Utah.
The OCS did not challenge the need for the Project based on the need for redundancy for Sigurd
to Red Butte Line No. 1. The OCS also emphasized that cost allocation and cost recovery would
be addressed in future proceedings.
SETTLEMENT TERMS

4. The Partiecs now recommend that the Public Service Commission of Utah
(“Commission™) approve the Stipulation and all of its terms and conditions as set forth herein
and as agreed upon by the Parties.

3. The Company has obtained all of the required conditional use permits, franchises,
and authorizations from each of the local governmental entities having jurisdiction over the
Project. Any other required consents, authorizations and permits from other public authorities
required for the construction of the Project have been obtained or will be obtained during the
ordinary course of construction of the Project.

4. The Company has sufficient capital to finance the Project and a capital structure
that renders the Company financially stable.

5. The Parties agree that the approval of the CPCN is limited to a determination of

the public convenience and necessity of the Project and that cost allocation and rate recovery are
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not within the scope of the application. Cost allocation and rate recovery will be addressed
through a future regulatory process at the appropriate time.

6. The Parties agree that the present or future public convenience or necessity does
or will require construction of the Project and accordingly request the Commission issue an order
approving the application for the certificate of public convenience and necessity.

7. If a hearing is necessary to approve this stipulation the Parties ask that it is
considered at the hearing scheduled in this docket for March 5, 2013. If a hearing is held, the
Division, OCS, and the Company each will make one or more witnesses available to explain and
offer further support for this Stipulation. The other Parties may also make witnesses available to
explain their respective positions in this matter. As applied to the Division and OCS, the
explanation and support shall be consistent with their statutory éuthority and responsibility.

GENERAL TERMS AND CONDITIONS

8. All negotiations related to this Stipulation are confidential, and no Party shall be
bound by any position asserted in negotiations. Except as expressly provided in this Stipulation,
and in accordance with Utah Administrative Code R746-100-10.F.5, neither the execution of this
Stipulation nor the order adopting it shall be deemed to constitute an admission or
acknowledgement by any Party of the validity or invalidity of any principle or practice of
regulatory accounting or ratemaking; nor shall they be construed to constitute the basis of an
estoppel or waiver by any Party; nor shall they be introduced or used as evidence for any other
purpose in a future proceeding by any Party except in a proceeding to enforce this Stipulation.

9. The Parties agree that if any person challenges the approval of this Stipulation
or requests rehearing or reconsideration of any order of the Commission approving this

Stipulation, each Party will use its best efforts to support the terms and conditions of this
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Stipulation. As applied to the Divisionand the OCS, the phrase “use its best efforts” means
that they shall do so in a manner consistent with their statutory authority and responsibility. In
the event any person seeks judicial review of a Commission order approving this Stipulation, no
Party shall take a position in that judicial review proceeding in opposition to the Stipulation.

10. This Stipulation shall not be final and binding on the Parties until it has been
approved without material change or condition by the Commission.

11. This Stipulation is an integrated whole, and any Party may withdraw from it if
it is not approved without material change or condition by the Commission or if the
Commission’s approval is rejected or materially conditioned by a reviewing court. If the
Commission rejects any part of this Stipulation or imposes any material change or condition on
approval of this Stipulation or if the Commission’s approval of this Stipulation is rejected or
materially conditioned by a reviewing court, the Parties agree to meet and discuss the applicable
Commission or court order within five business days of its issuance and to attempt in good
faith to determine if they are willing to modify the Stipulation consistent with the order. No
Party shall withdraw from the Stipulation prior to complying with the foregoing sentence. If any
Party withdraws from the Stipulation, any Party retains the right to seek additional procedures
before the Commission, including presentation of testimony and cross-examination of
witnesses, with respect to issues resolved by the Stipulation, and no party shall be bound or
prejudiced by the terms and conditions of the Stipulation.

12.  This Stipulation may be executed by individual Parties through two or more
separate, conformed copies, the aggregate of which will be considered as an integrated

instrument.





DATED this 14th day of February 2013.
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UTAH OFFICE OF CONSUMER
SERVICES

/s/ Michele Beck

Michele Beck

Director

Office of Consumer Services
160 East 300 South, 2™ Floor
Salt Lake City, UT 84114

ROCKY MOUNTAIN POWER

/s/ R. Jeff Richards

R. Jeff Richards

Assistant General Counsel
Rocky Mountain Power
201 S. Main St., Suite 2300
Salt Lake City, UT 84111

UTAH DIVISION OF PUBLIC UTILITIES

/s/ Chris Parker

Chris Parker

Utah Division of Public Utilities
160 East 300 South, 4™ Floor
Salt Lake City, UT 84114
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- BEFORE THE PUBLIC SERVICE COMMISSION OF UTAH -

)
In the Matter of the Application of Rocky ) DOCKET NO. 13-035-184
Mountain Power for Authority to Increase its )
Retail Electric Utility Service Rates in Utah ) REPORT AND ORDER
and for Approval of its Proposed Electric )
Service Schedules and Electric Service )
Regulations )

)

ISSUED: August 29, 2014
SHORT TITLE

PacifiCorp dba Rocky Mountain Power 2014 General Rate Case

SYNOPSIS

The Commission approves a comprehensive, multi-year, uncontested settlement
stipulation addressing revenue requirement, revenue spread to classes of customers, rate design,
and deferred accounting treatment of certain costs. The Commission concludes PacifiCorp dba
Rocky Mountain Power’s proposed net metering facilities charge requires further study and is
not implemented at this time (one Commissioner dissents, in part, from this finding). The
Commission initiates a process for further analysis of the net metering program costs and
benefits.

The revenue requirement changes are implemented in two steps. In Step 1, the
Commission increases Rocky Mountain Power’s annual revenue requirement by $35.0 million
effective September 1, 2014, based on a forecasted test period of 12 months ending June 30,
2015, using a 13-month average rate base. This is a 1.86 percent increase in Rocky Mountain
Power’s forecast of general business revenue in Utah. In Step 2, the Commission increases
Rocky Mountain Powet’s annual revenue requirement by $19.2 million, conditionally effective
September 1, 2015. This is a 1.02 percent increase in Rocky Mountain Power’s forecast of
general business revenue in Utah,

The Commission authorizes a 7.57 percent rate of return on rate base, based in
part on an allowed 9.8 percent rate of return on common equity, which remains unchanged from
the current authorized level.
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For the Step 1 revenue increase, the Commission allocates approximately 41
percent to residential customers and 59 percent to commercial and industrial customers. For the
Step 2 revenue increase, the Commission allocates approximately 39 percent to residential
customers and 61 percent to commercial and industrial customers.

For residential customers taking single-phase service, the Commission increases
the customer charge from $5 to $6 per month and the minimum bill from $7 to $8 per month.
The remainder of the revenue increase assigned to residential customers is derived from an
increase in the second tier of non-summer rates; all other residential rates remain unchanged. The
impacts of the Step 1 and Step 2 increases and rate design changes to a residential customer
using 700 kilowatt hours per month are $1.77 or 2.32 percent, and $0.73 or 0.94 percent per
month, respectively.

The Commission approves deferred accounting treatment for: (1) Utah’s allocated
portion of energy imbalance market (“EIM”) related operations and maintenance expenses as
well as depreciation expense related to capital investments necessary to implement the EIM; (2)
costs related to the impacts of any proposed disposition of PacifiCorp’s Deer Creek Mine and
related mining assets; and (3) impacts of the possible sale of PacifiCorp’s ownership interests in
the Craig and Hayden generating plants.

The Commission approves (1) the base levels of net power cost and wheeling
revenue for energy balancing account measurement, (2) the base level of renewable energy credit
revenue contained in general rates, and (3) certain accounting treatment related to the
amortization of future approved balancing account charges or refunds.

The Commission approves the extension of the EBA pilot program approved in
Docket No. 09-035-15, from December 31, 2015, to December 31, 2016.
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BEFORE THE PUBLIC SERVICE COMMISSION OF UTAH

IN THE MATTER OF THE APPLICATION
OF ROCKY MOUNTAIN POWER FOR
AUTHORITY TO INCREASE ITS RETAIL
ELECTRIC UTILITY SERVICE RATES IN
UTAH AND FOR APPROVAL OF ITS
PROPOSED ELECTRIC SERVICE
SCHEDULES AND ELECTRIC SERVICE
REGULATIONS

Docket No. 13-035-184

SETTLEMENT STIPULATION

This Settlement Stipulation (“Stipulation™) is entered into by and among the parties
whose signatures appear on the signature pages hereof (collectively referred to herein as the
“Parties” and individually as a “Party”).

1. The Parties have conducted settlement discussions over the course of several
weeks and had numerous meetings on and between May 28, 2014, and June 16, 2014 to
which intervening parties in this docket were invited. In addition, drafts of this Stipulation
were circulated to intervening parties for review and comment on June 19, 2014 and Junc
23, 2014 and there have been further discussions among various parties. This Stipulation
has been entered into by the Parties after consideration of the views expressed during that
process by participating intervening parties. No intervening party has indicated that it
intends to oppose this Stipulation.

2. The Parties represent that this Stipulation is just and reasonable in result, will
result in rates that are just and reasonable and will provide the Company a reasonable
opportunity to earn its authorized rate of return. The Parties recommend that the Public

Service Commission of Utah (“Commission”) approve the Stipulation and all of its terms
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18. The Parties agree that the Company should be allowed to implement a multi-
year rate plan (“Plan™) that will provide a measure of rate certainty to customers while
affording the Company a reasonable opportunity to earn its authorized rate of return and
recover its costs of service. In reaching this Stipulation, various Parties have considered and
relied upon many different factors and considerations, including but not limited to: a)
evidence included in the 2014 GRC that provides a justification for the stipulated two-step
rate increase, b) the projected in-service date of the Sigurd-Red Butte transmission line, ¢)
timing considerations, and d) various other factors.

19. Other than as set forth in this Stipulation, the Parties have not agreed on any
specific adjustments or regulatory principles at issue in this Docket. The components are as
follows:

Step 1 Rate Change

20. The Parties agree that Rocky Mountain Power should be permitted to
implement a Step 1 general rate increase in the amount of $35.0 million for service effective
on and after September 1, 2014.

21. The Parties agree that the Sigurd-Red Butte transmission line investment is
prudent and that cost recovery will occur in the Step 2 rate change.

Step 2 Rate Change

22. The Parties agree that Rocky Mountain Power should be permitted to
implement a Step 2 general rate increase in the amount of $19.2 million, which includes the
costs of the Sigurd-Red Butte transmission line, effective on the later of the in service date
of the transmission line or September 1, 2015. If the Sigurd-Red Butte transmission line is
not in service by September 1, 2015, the Step 2 rate increase will be delayed until the Sigurd-

Red Butte transmission line is placed into service.
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- BEFORE THE PUBLIC SERVICE COMMISSION OF UTAH -

In the Matter of the Application of Rocky DOCKET NO. 08-035-42
Mountain Power for a Certificate of

Convenience and Necessity Authorizing

REPORT AND ORDER GRANTING

Construction of the Populus-to-Terminal 345 CERTIFICATE AND
kV Transmission Line Project CERTIFICATE OF PUBLIC NEED
AND NECESSITY

N N N N N N N N

ISSUED: September 4. 2008

By the Commission:

On April 25, 2008, Rocky Mountain Power (Company or RMP) submitted an
Application for a certificate of public convenience and necessity to construct a new 345 kV
transmission line (Transmission Line) between its existing Terminal Substation, located
southwest of the Salt Lake International Airport, and a new 345 kV substation, named the
Populus Substation, to be located at Downey, Idaho. Through the Application and its supporting
testimony, RMP states it has franchise agreements in place for the line route within the state of
Utah, including Box Elder, Weber, Davis, and Salt Lake Counties as well as certain
municipalities and townships that allow for the construction of power lines within public
thoroughfares. RMP also states it has applied or is in the process of applying for conditional use
permits or similar authorizations for the proposed construction. RMP states it has the capability
to finance the Transmission Line and has a debt-to-equity ratio which provides for financial
stability. The Company further states present and future public convenience requires the
construction of the proposed Transmission Line; the Transmission Line will not conflict with or

adverscly affect the operations of any existing certificated fixed public utility providing retail
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electric service to the public; and the Transmission Line does not constitute an extension into the
certificated service territory of any existing public electric utilities.

By our Scheduling Order, issued May 20, 2008, we clarified the purpose of this
docket, noting the proceeding is not about the location or siting of the Transmission Line. We
noted the Commission does not have jurisdiction over the siting of transmission lines generally
nor of this particular facility. That is left to local and other governmental entitics. Our
proceedings are to determine if present or future public convenience and necessity does, or will,
require construction of a transmission line. Intervention was sought by and granted to Western
Resource Advocates (WRA) and Willard City. Pursuant to the Scheduling Order, testimony,
position statements or comments were submitted by the Division of Public Utilities (Division),
the Committee of Consumer Services (Committee), and WRA. RMP also provided additional
testimony in response to that filed by other parties. A number of private individuals provided
written comments. A hearing on the Application was held August 26, 2008. RMP, the Division,
the Committee, WRA, and Willard City appeared, as did one individual during the Public
Witness portion of the hearing.

Most of the comments received from members of the public dealt with concerns
relating to the location of the Transmission Line and commentors’ perceptions of the
Transmission Line’s impact upon their local communities. Many suggested or requested
consideration of alternative routes for the Transmission Line or portions thereof. Some
comments complained of the process or manner by which RMP had approached and dealt with

affected local communities and their citizens in preparing for construction of the Transmission
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Line and securing necessary approvals and property interests. Only the Division, WRA and the
Company provided testimony. The Committee provided an August 1, 2008, Evaluation and
Position Statement, wherein the Committee “concludes that the Application generally complies
with the requirements of Utah Code §54-4-25 as interpreted and applied by the Commission and
courts. The Committee concludes that the factual support for the assumptions upon which
Rocky Mountain Power bases its claim that these transmission facilities will serve the public
convenience and necessity, while minimal, is legally sufficient to support the certificate. The
Committee contends that greater clarity and consistency is needed to notify utilities and
regulatory authorities of the specific types of facilities requiring a certificate of convenience and
necessity, filing requirements for an application for a certificate, as well as the standards against
which the application will be judged in the face of a challenge.”

The Division states it has examined underlying information upon which a need
for these additional transmission facilities may be found and concludes it supports RMP’s
decision to build the Transmission Line and confirms RMP’s planned integration and operation
of the line with future utility operations and activities. The Division agrees with RMP’s
conclusions that there is a need for the Transmission Line and the Company’s future utility
service will be more reliable and efficient with the Transmission Line’s addition. The Division
echos a Committee point for Commission direction or clarification to help participants in the
future on the type of facilities for which a utility must seek a certificate and the type of or the
extent of supporting information a utility should file contemporaneously with a certificate

application.
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WRA repeats the request for guidance on the type of information which should
accompany certificate applications. WRA specifically notes it does not oppose the Transmission
Line project. WRA’s concerns are directed to what was and was not included in the supporting
information or testimony accompanying the Application. Although the Division and the
Committee conducted discovery in this docket to obtain what additional information they
deemed necessary, and also used information gleaned from other submissions RMP has made to
this Commission and other entities, WRA believes similar information should accompany a
certificate application and supports the Division’s and Committee’s request for Commission
directives on filing requirements to guide utilities and participants in future proceedings.

We first address the gravamen of RMP’s Application: granting a certificate for
the Transmission Line. For that matter, we conclude the Company has met the requirements for
a certificate set out in Utah Code 54-4-25. The Legislature has identified the minimum amount
and type of evidence that is to be provided. Utah Code 54-4-25(4)(a)(ii) requires a showing that
the applicant “has received or is in the process of obtaining the required consent, franchise, or
permit of the proper county, city, municipal, or other public authority.” We conclude the
Company has fulfilled this requirement. Utah Code 54-4-25(4)(b) directs a showing that there
will be no conflict or adverse affect on the operations of another public utility nor an intrusion
into the certificated territory of another public utility. We conclude the Company has fulfilled
this requirement. Prior to any construction or operation, Utah Code 54-4-25(1) requires a utility
to obtain “a certificate that present of future public convenience and necessity does or will

require the construction.” On this point, both the Committee and the Division conclude RMP
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has met this requirement for the construction of the Transmission Line and corresponding
issuance of a certificate.

The distinction WRA makes is its belief that RMP has failed to make a sufficient
showing, through RMP’s own record evidence regarding present or future public convenience
and necessity that does or will require construction. WRA’s position is based on its view of
what RMP should have supplied in addition to, or to supplant, what testimony RMP did provide.
We conclude the record does support issuance of the requested certificate. The Division and the
Committee each conclude RMP has met the statutory requirements for issuance of the requested
certificate, and each explains why they reach that conclusion. As previously noted, WRA itself
does not oppose construction of the Transmission Line. Under these circumstances, we reach the
same conclusion: public convenience and necessity does or will require the construction and no
evidence has been presented to contradict the testimony of the Company. See, U.S. West
Communications v. Utah Public Service Commission, 901 P.2d 270, 275, (Utah 1995). We will
require RMP to provide evidence for any of the remaining local government approvals which
need to be obtained which were not granted and evidenced at the time of the hearing.

We now address the public citizen comments and the additional precatory
requests of the parties. As we attempted to convey in our Scheduling Order, we have very little
authority to address issues or objections on the actual location or siting of the Transmission Line.
Utah Code 54-4-25(3) identifies the limited instance of Commission involvement to “prescribe
the terms and conditions for the location of the lines, plants, or systems affected” where

construction will “interfere with the operation of the line, plant or system of another public
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utility already constructed,” and then only upon the complaint of the impinged utility. Siting of
the particular components of the Transmission Line are controlled by the local governmental
entities having jurisdiction over zoning and permissible uses of property. Other governmental
entities may also issue approvals based on factors which can impact the location of utility
facilities, e.g., environmental considerations. But, the Commission does not have authority to
direct the placement of utility property. See, Logan City v. Utah Public Service Commission,
296 P. 1006 (Utah 1931). Unless there is an issue of bad faith, dishonesty, wastefulness or gross
inefficiency (which is not alleged in this case), we are to defer to the Company’s determination
of where facilities are to be located. Id.

While we understand the parties’ desires for our guidance that may simplify
future certificate proceedings and filings, we are unable to do so through this order. While we
are requested to identify the types of facilities for which certificates must be sought, we do not
venture beyond the language of Title 54 which simply uses “line, plant, or system.” We do not
find it possible or desirable to attempt to provide a litany of the types of facilities or size of
facilities for which a certificate must be sought. The Committee and Division identify instances
involving varying sizes or capacities of electric lines for whose construction utilities have and
have not requested certificates. Consistency may be desired, but it is not based on the type or
size of a proposed facility. We can only note that the statutory direction is not dependant upon
the size of or the nature of the utility facility, but whether a facility interferes with the operations
of another public utility. Similarly, the size or nature of a proposed facility does not control, but

whether the facility constitutes an extension into the certificated territory of another public utility
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does matter. We also view Title 54 as identifying circumstances under which a utility must seek
a certificate, but not precluding a utility from requesting a certificate if those circumstances are
not extant.

We also conclude we can not, at this time and on this record, specify the type of
or extent of contemporaneous, supporting information to be filed with a certificate application.
We fear such a venture laden with too great a risk of unintended consequences. We can only
opine that we will address certificate applications on a case-by-case basis. A ‘cook-book’
approach may not adequately address the possible permutations. Efforts to address the possible
permutations may lead to numerous exceptions and contingencies, which we believe likely to
result in effectively doing case-by-case treatment in practice, if not in name.

Based on our discussion and conclusions made above, we will grant a certificate
for construction of the Transmission Line. RMP may construct and operate the Transmission
Line upon evidence of obtaining all consents, franchises, or permits needed beyond this
certificate.

Wherefore, we enter this ORDER and CERTIFICATE, wherein we grant Rocky
Mountain Power’s request for a Certificate of Public Convenience and Necessity for construction
and operation of the Terminal-to-Populus transmission line. Rocky Mountain Power is required
to provide proof of obtaining the remaining consents or permits which were still pending at the

time of the August 26, 2008, hearing.
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DATED at Salt Lake City, Utah, this 4™ day of September, 2008.

/s/ Ted Boyer, Chairman

/s/ Ric Campbell. Commissioner

/s/ Ron Allen. Commissioner

Attest:

/s/ Julie Orchard

Commission Secretary
G#58826
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DEPOSITION

- BEFORE THE PUBLIC SERVICE COMMISSION OF UTAH -

In the Matter of the Application of Rocky DOCKET NO. 10-035-124
Mountain Power for Authority to Increase its
Retail Electric Utility Service Rates in Utah
and for Approval of its Proposed Electric
Service Schedules and Electric Service

Regulations

In the Matter of the Application of Rocky DOCKET NO. 09-035-15
Mountain Power for Approval of its
Proposed Energy Cost Adjustment

Mechanism

In the Matter of the Application of the Utah DOCKET NO. 10-035-14
Association of Energy Users for a Deferred
Accounting Order Directing Rocky

Mountain Power to Defer Incremental REC

Revenue for Later Ratemaking Treatment

In the Matter of the Application of the Utah DOCKET NO. 11-035-46
Industrial Energy Consumers for a Deferred
Accounting Order Directing Rocky

Mountain Power to Defer Incremental REC

Revenue for Later Ratemaking Treatment

In the Matter of the Application of the Utah DOCKET NO. 11-035-47
Office of Consumer Services for a Deferred
Accounting Order Directing Rocky
Mountain Power to Defer all Bonus
Depreciation Allowed for 2010 through 2011

by the Small Business Jobs Act as Amended

REPORT AND ORDER

vvvvvuvvuvvvvvvvvvvvvvvvvvvvvvvv

SHORT TITLE

Rocky Mountain Power 2011 General Rate Case
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SYNOPSIS

The Commission approves two stipulations which together resolve five separate
dockets for Rocky Mountain Power. One stipulation addresses the revenue increase in the
general rate case, and the alternative ratemaking treatment given to net power cost, wheeling
revenue, and renewable energy credit (“REC”) revenue. The other stipulation addresses the
spread of the revenue changes to rate schedules and changes in rates.

The Commission approves an increase in Rocky Mountain Power’s Utah
jurisdictional annual revenue requirement of $117.0 million based on a forecast test period of 12
months ending June 30, 2012, and an allowed rate of return on equity of 10.0 percent. Thisisa
6.9 percent increase in Rocky Mountain Power’s forecast of general business revenue in Utah.

Approximately 39 percent of the revenue increase will be collected from
residential customers, 40 percent from commercial customers, and 20 percent from industrial
customers. For residential customers taking single phase service, the monthly customer charge
increases from $3.75 to $4.00, and the monthly minimum bill, from $3.78 to $7.00. Except for
these changes and the residential time-of-day rate design change, the revenue increase will be
applied on an equal percentage basis to all rate elements of all service schedules receiving a rate
increase. Service on Schedule 25 for mobile home and house trailer park service is closed and
remaining customers will be moved {o appropriate service schedules.

The Commission modifies its prior order in Docket No. 09-035-15 by allowing
certain prudent financial swap transactions to be included in the energy balancing account per
the terms of the Settlement Stipulation. The monthly average costs in the energy balancing
account are based on a forecast annual Utah jurisdictional net power cost of $629.1 million and
$30.5 million annual Utah jurisdictional wheeling revenue. A revenue increase of $60 million
for deferred net power costs is approved. This amount will be recovered from customers
through an annual $20.0 million surcharge over thrce years beginning June 1, 2012.

The Commission approves a renewable energy credit (“REC”) revenue balancing
account beginning September 21, 201 1, to recognize the difference between the forecast of REC
revenue in rates and the REC revenue actually received by the Company. On an annual basis,
100 percent of the difference will be credited or charged to customers through Schedule 98.
Rates effective September 21, 2011, are based on a forecast of $50.9 million in Utah
jurisdictional REC revenue. Ratemaking treatment of this account balance will coincide with
that of the energy balancing account approved in Docket No. 09-035-15.

Addressing issues raised in Docket Nos. 10-035-14 and 11-035-46, the
Commission approves a customer credit of $33.6 million for the revenue deferred or projected to
be deferred from February 22, 2010, through September 20, 2011, from incremental REC
revenue. This credit will be in place from September 21, 2011, through May 31, 2012, and will
be allocated and credited to customers generally on the basis of Factor 10 and implemented
through Schedule 98. The impact of the credit to the Utah jurisdiction during this time period is
to reduce the revenue increase from 6.9 percent to 4.0 percent,
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resulting from either agreement in the collaborative process or a Commission order. The
Settlement Stipulation enumerates, without limitation, issues to be addressed in the collaborative
process, including the agreement to address EBA implementation issues relating to the inclusion
of financial swap transactions in the EBA. The Division will, and other Parties may, file
informational reports with the Commission within six months of approval of the Settlement
Stipulation. The Division will report on the results of the collaborative process and provide a
description of any agreement reached and any remaining issues of disagreement.

Deferred Net Power Cost

For the various reasons stated in the Settlement Stipulation, the Parties agree the
Company should be allowed to recover $60.0 million in deferred net power cost from Utah
customers. The Parties agree this amount should be recovered through an annual $20.0 million
surcharge over three years, without carrying charge, starting June 1, 2012. The Parties agree the
surcharge shall be allocated to rate schedules based on the Cost-of-Service Stipulation.
Prudence of Investments

The Parties agree contentions raised by certain Parties in Docket No. 10-035-124
regarding the Company’s investments in environmental controls and the Populus to Terminal
transmission line are resolved by the Settlement Stipulation. For the purposes of settling this
general rate case, the Parties agree, and recommend the Commission find, these investments are
prudent. Further, the Parties agree the environmental controls included in this case are used and
useful for this and future cases and the Populus to Terminal transmission line is currently used

and useful in providing service to both retail customers and others. However, this compromise
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and possible findings, does not preclude any party from challenging the Populus to Terminal
transmission line on used and useful grounds in any other pending docket not resolved by the
Settlement Stipulation or any future rate proceeding, nor arguing the costs and revenues should
be allocated differently.

The Parties also agree the contentions made in the general rate case challenging
the Company’s decision to terminate negotiations in December 2010 to acquire the Apex Plant
through the Company’s 2008 All Source Request for Proposals (“RFP”) are resolved by the
Settlement Stipulation and the Parties agree not to assert future claims regarding this decision.
The Company commits to several RFP process improvements which are discussed in the
Settlement Stipulation.

Klamath Postponement

For Docket No. 10-035-124 only, the Parties agree: a) the existing assets of the
Klamath Hydroelectric Project will continue to be depreciated using previously approved
depreciation schedules; b) issues related to the Klamath Hydroelectric Settlement Agreement
raised by parties in this case will be postponed to a future proceeding; and c) relicensing and
settlement process costs will be deferred and accrue a carrying charge and shall not be amortized
or included in rate base unless ordered by the Commission in a future proceeding.

REC Revenue

The Parties agree a REC revenue balancing account (“RBA”) should be

established. The RBA will track the difference between REC revenue included in rates and

Utah’s allocation of the actual REC revenue received by the Company. On an annual basis, 100
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Steve Knudsen RFP Testimony
UAE Exhibit 1.0
UPSC Docket No. 17-035-23

BEFORE THE PUBLIC SERVICE COMMISSION OF UTAH

IN THE MATTER OF THE APPLICATION )

OF ROCKY MOUNTAIN POWER FOR )

APPROVAL OF SOLICITATION PROCESS ) Docket No. 17-035-23
)
)

OF WIND RESOURCES

RFP Testimony of F. Steve Knudsen
On Behalf of

Utah Association of Energy Users (UAE)

September 13, 2017
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Steve Knudsen RFP Testimony
UAE Exhibit 1.0
UPSC Docket No. 17-035-23
Page 18 of 21
establishing local area transmission plans as detailed in Attachment K of PacifiCorp’s
OATT. The most recent local area transmission plan for Southern Wyoming was a 2011
study that recommended only $400,000 in total system improvements, and notably did
not identify any critical voltage issues.'® PacifiCorp has never updated the 2011 Study or
otherwise introduced a proposal for a 500 kV local transmission expansion project
through the public Attachment K planning process required by PacifiCorp’s OATT.
Do you have other concerns with the way in which PacifiCorp has pursued
construction of these significant new wind and transmission resources without
showing a need for them and without testing the market through a robust RFP?
Yes. For example, it appears that, while regulators, ratepayers and potential
competitors were not notified of PacifiCorp’s plans until well into 2017, PacifiCorp was
quietly developing plans, investing millions of dollars on wind assets to meet a “safe
harbor” for federal production tax credits, acquiring wind sites, and submitting
interconnection requests. Only a robust, fair RFP process open to renewable resources of
different kinds and in different locations can now ensure that the process will be fair or
the results appropriate.
In addition, while acquisition of billions of dollars of unneeded resources would
create significant ratepayer risks, PacifiCorp projects only modest benefits, particularly
over the 20-year evaluation horizon—the horizon used in the IRP and thus the only

appropriate or comparable evaluation horizon. Indeed, PacifiCorp admits that even based

on its own assumptions, the new wind and transmission resources will likely not be

'8 See hitp://www.oasis.oati.com/PPW/PPWdocs/Southern-Wyo-201 1.pdf.
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Steve Knudsen RFP Testimony
UAE Exhibit 1.0
UPSC Docket No. 17-035-23
Page 19 of 21
economical if natural gas prices remain low and COz taxes are not high!*—results that are
certainly possible, if not probable. In addition, PacifiCorp’s proposal to purchase these
significant long-term fixed-price renewable resources cannot be reconciled with the
“fixed-price risk” arguments that PacifiCorp aggressively advanced in Docket 15-035-
53.2% PacifiCorp has offered no reasonable explanation for its sudden change of heart on
this issue,

There are also remaining concerns over whether the benchmarks and PPAs can be
evaluated on a fair and comparable basis as required by Commission Rule R746-420-
3(8)(1). While some progress has been made with the help of the IE in addressing
inherent differences in benefits and risks for benchmarks and PPAs, additional steps are
still necessary, including eliminating any language in the RFP purporting to leave
evaluations or results to PacifiCorp’ “sole discretion,” eliminating the proposed
disqualification of bidders who have litigated or threatened litigation against PacifiCorp,
and assigning benchmark bids cost responsibility for the proposed extensions of
PacifiCorp’s 230 kV transmission system that are designed to support those benchmarks.

Q. In conclusion, in your opinion has PacifiCorp justified its demand that it be

permitted to acquire over $1 billion in new Wyoming wind resources without first

undergoing a comprehensive RFP process?

A. No. The procurement process will be fundamentally unfair to Utah residents and

ratepayers unless available low-cost solar and other resources are allowed to compete on

** For example, see Table 4.2, page 24, 2017 IRP Energy Vision 2020 Update.
20 For example, see Direct Testimony of Paul Clements, filed May 11, 2015 in UPSC Docket 15-035-53,

lines 431-535, pages 21-25.
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 1                   P R O C E E D I N G S

 2        CHAIR LEVAR:  Okay.  Good morning.  I think

 3   we'll start.  We are on the record in Public Service

 4   Commission Docket 17-035-40, Application of

 5   Rocky Mountain Power for Approval of a Significant

 6   Energy Resource Decision and Voluntary Request for

 7   Approval of Resource Decision.

 8             Any preliminary matters before we go to the

 9   next witnesses?

10        MR. SNARR:  Excuse me.  I have a preliminary

11   matter.  Yesterday as we were concluding the hearing,

12   there were some questions posed by Commissioner Clark

13   to our witness, Mr. Hayet.  Mr. Hayet has spent some

14   time last evening preparing response, responses, or

15   information in response to those questions.  I think

16   it might be most efficient if we just re-call

17   Mr. Hayet to the stand and perhaps Commissioner Clark

18   can reask what he's looking for and Mr. Hayet can

19   respond because he's ready respond.

20        CHAIR LEVAR:  Any objection from any other party

21   with proceeding that way?

22             Okay.  Mr. Hayet, will you take the stand,

23   and you're still under oath from yesterday.

24        PHILIP HAYET:  Okay.

25   ///
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 1                       PHILIP HAYET,

 2   called as a witness on behalf of the Office, having

 3   been previously duly sworn, was examined and

 4   testified as follows:

 5                        EXAMINATION

 6   BY COMMISSIONER CLARK:

 7        Q.   Good morning, Mr. Hayet.

 8        A.   Good morning.

 9        Q.   So my question related to statements that I

10   thought I heard in your responses to questions from

11   counsel or it may have been your initial summary, but

12   the substance of the statement was that the

13   independent evaluators had troubles -- I think was

14   your word -- with the PTC modeling, and so -- and I'm

15   going to confine the question to Utah IE's report, so

16   I just was interested in the basis for your statement

17   if I heard it correctly.

18        A.   And I think you asked if I would find

19   references --

20        Q.   Right.

21        A.   -- in the report, so I've done that, and I

22   actually have copies I can give you if you're

23   interested or I can direct you.

24        Q.   I have the report in front of me, so that

25   would be fine.  Just some references would be great.

0008

 1        A.   Okay.  I'm using the redacted version.

 2        Q.   Okay.

 3        A.   And therefore the page numbering is

 4   different than the unredacted version.  I would point

 5   you to page 16 as a starting reference because --

 6   just a note, the last bullet on page 16 is an attempt

 7   to explain that comparability between PPA and

 8   build-transfer options are of the utmost importance

 9   to parties and to the IE.  That sets the stage.

10             This was at the point of the development of

11   the RFP and submission of the RFP and making sure

12   that everything would be done consistently.  So that

13   goes that point.  The next reference I would turn

14   your attention to is page 59, and this is where there

15   was a January 9th conference call and both IEs raised

16   the issue.

17             I'm referring to the second to the last

18   paragraph on the page, and in that paragraph it

19   discusses the conference call where the IEs were

20   reminded that in developing the models the PTC values

21   and benefits are included in nominal dollars.  So

22   that's an expression there of their concern about the

23   comparability between the BTA options and the PPA

24   options, and that led to the Oregon IE asking

25   PacifiCorp to run a sensitivity case.
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 1        Q.   Thank you.  I'm with you.

 2        A.   The next I would draw your attention to is

 3   page 63, and on that page there's some discussion of

 4   results of sensitivity.  There was a sensitivity that

 5   is written up here in which levelized -- levelized

 6   modeling was done in comparison.  In that case the

 7   results are shown to be more beneficial in this

 8   sensitivity on the to-2036 but more beneficial to the

 9   PPA on the to-2050, which is what, in fact, was

10   discussed in the repowering docket, is what the

11   Commission decided, was to give their preference.

12             The second paragraph is where we learn that

13   there's considerations of the interconnection queue

14   coming into play and how that had an effect in

15   ultimately limiting the number of PPA options that

16   could be considered.  The IE's -- the Utah IE,

17   because of this issue, actually requested an

18   additional PPA resource to be held on to the queue --

19   sorry -- on to the shortlist for further evaluation

20   because they wanted to give additional opportunity

21   for that PPA to be evaluated.  But ultimately, again,

22   because of the interconnection issue that was

23   rendered moot.

24             The next page I would draw your attention

25   to is 64.  I'm looking -- I'm counting from the
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 1   bottom of the page to the third paragraph that begins

 2   "The IEs on the other hand express some frustration

 3   that the bid selection process ended up being limited

 4   to selection of only those projects with favorable

 5   queue positions."

 6             So, again, they have this issue; they

 7   wanted a resource on the shortlist, really rendered

 8   moot because of the favorable queue position issue.

 9   And then there's sort of a wrap-up on the issue on

10   page 78.  And, again, keep in the back of your mind

11   that now the IEs are aware there's little that can be

12   done.  They are accepting the interconnection queue

13   issue limiting the number of bids that can be

14   evaluated; there's really not many PPAs that are on

15   the list that could even be considered.

16             And it may be helpful to read this whole

17   paragraph which reads "With regard to bias the most

18   obvious consideration is whether the process favors

19   one type of bid over the other.  The IE was concerned

20   that the nature of the evaluation methodology may

21   favor BTA bids at the expense of PPAs.  The results

22   of the initial shortlist, however, appear to prove

23   that this was not the case since the shortlist was

24   comprised on both the BTAs and PPAs.

25             "We later again raised the point after
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 1   bidders provided revised pricing to reflect the

 2   impacts of the tax bill that, since the value of the

 3   PTCs had declined, our expectation was that the PPA

 4   should have higher net benefits.

 5             "Based on the comparison of BTA and PPA

 6   proposals using the base model, a few PPA options

 7   actually did have higher net benefit values.

 8   However, these proposals were not selected to the

 9   final shortlist due to project queue position.

10             "We also question the use of nominal values

11   for the PTCs in calculating the portfolio evaluation

12   results.  In addition, we question the term of the

13   evaluation, in other words, 2017 to 2036.  Our

14   concern was that all these factors could bias the

15   evaluation results toward BTA options in which

16   PacifiCorp would be project owner and the cost would

17   be included in the rate base.

18             "At the request of the IEs, PacifiCorp ran

19   30-year analysis as well as assessments without using

20   nominal dollars for PTC benefits.  The results showed

21   the BTA and PPA for the most competitive projects to

22   be close in value.  We feel that there is perhaps a

23   small bias favoring BTAs based largely on the value

24   attributed to the PTCs."

25             So it's an expression that there is a
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 1   concern.  The limitation of queue issue made rendered

 2   it essentially moot.  The results were fairly close.

 3   It doesn't say anything about their evaluation

 4   because they didn't conduct one of solar resources.

 5             And the same issue that exists with PPA

 6   options, the PPA wind options, also exist with the

 7   P- -- with the solar PPAs.  So that's the points that

 8   I was trying to bring across.

 9        COMMISSIONER CLARK:  Thank you.  I appreciate

10   your efforts over the evening to answer my question.

11        PHILIP HAYET:  My pleasure.

12        CHAIR LEVAR:  Thank you, Mr. Hayet.

13        PHILIP HAYET:  Thank you.

14        MR. RUSSELL:  Chair LeVar?

15        CHAIR LEVAR:  Yes.

16        MR. RUSSELL:  Before we leave this topic, do we

17   have a copy of the redacted Utah IE report in the

18   record?  I know that we've moved to admit it.  I

19   don't know whether -- I know that it was attached to

20   Mr. Link's testimony, but what I've been using is his

21   confidential testimony, but is there a redacted --

22        CHAIR LEVAR:  As I recall, since Mr. Oliver did

23   not have an attorney representing him, I asked him to

24   summarize, but we never had a -- I don't recall ever

25   having a motion to enter the redacted IE report into
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 1   the record.  It's on our website.  It's been posted,

 2   but I don't think it's been entered into evidence.

 3        MS. MCDOWELL:  Maybe I can help here.  We, as a

 4   part of Mr. Link's final testimony -- we submitted --

 5        CHAIR LEVAR:  Oh, it was an attachment, yeah.

 6        MS. MCDOWELL:  We submitted three attachments --

 7   nonconfidential redacted --

 8        CHAIR LEVAR:  Yeah.

 9        MS. MCDOWELL:  -- confidential redacted, and

10   highly confidential unredacted just to make sure all

11   bases were covered.

12        CHAIR LEVAR:  Okay.  I remember that now.

13        MS. MCDOWELL:  It's in the record as, I think,

14   his second exhibit.

15        CHAIR LEVAR:  Does that satisfy your question?

16        MR. RUSSELL:  Yeah, it is his second exhibit.  I

17   just wanted to make sure that all forms of Mr. Link's

18   testimony, because it is an attachment there, were

19   accepted into the record.  Since we have two

20   different versions with different page numbers, I

21   think it's important.

22        CHAIR LEVAR:  Yes.  None of that was subject to

23   the portions that we struck from Mr. Link's

24   testimony.

25        MR. RUSSELL:  Right.
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 1        CHAIR LEVAR:  Mr. Snarr?

 2        MR. SNARR:  Yes.  I'm wondering if there's no

 3   further questions of Mr. Hayet, we would like to make

 4   sure that he could be excused so he can see what's

 5   left of his week elsewhere.

 6        CHAIR LEVAR:  Sure.  If any party or

 7   commissioner has reason not to do so, indicate to me.

 8             I'm not seeing any.

 9             So thank you, Mr. Snarr and thank you,

10   Mr. Hayet.

11        PHILIP HAYET:  Thank you.

12        CHAIR LEVAR:  Why don't we go to Utah Clean

13   Energy next.

14             Mr. Holman.

15        MR. HOLMAN:  So we had discussed -- no?  Okay.

16   In that case we'll call Ms. Bowman to the stand.

17        CHAIR LEVAR:  Okay.  Thank you.

18             Ms. Bowman, do you swear to tell the truth?

19        KATE BOWMAN:  Yes, I do.

20        CHAIR LEVAR:  Thank you.

21                        KATE BOWMAN,

22   called as a witness on behalf of Utah Clean Energy,

23   being duly sworn, was examined and testified as

24   follows:

25   //
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 1                     DIRECT EXAMINATION

 2   BY MR. HOLMAN:

 3        Q.   Good morning, Ms. Bowman.

 4        A.   Good morning.

 5        Q.   Can you please state your name and business

 6   address, please.

 7        A.   Yes.  My name is Kate Bowman.  My business

 8   address is 1014 Second Avenue, Salt Lake City 84105.

 9        Q.   And on whose behalf are you testifying

10   today?

11        A.   On behalf of Utah Clean Energy.

12        Q.   And are you the same Kate Bowman that

13   provided direct testimony on December 5, 2017;

14   rebuttal testimony on January 16, 2018; surrebuttal

15   on March 16, 2018; and second surrebuttal testimony

16   on May 15, 2018 in this docket?

17        A.   Yes, I am.

18        Q.   If asked you the same questions today as

19   set forth in your testimony, would your answers be

20   the same?

21        A.   Yes.  But I would like to make two

22   corrections to my second surrebuttal testimony filed

23   on May 15, 2018.  This has to do with the UCE

24   Attachment A, Exhibit 3.  The first correction would

25   be to my testimony on lines 307 to 308.  The numbers
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 1   74 billion and 231 billion should read 74 million and

 2   231 million, respectively.  And the second correction

 3   is in the attachment Exhibit 3, Cell B27 should be

 4   corrected from 8762 to read 8760.  And this change

 5   doesn't result in material changes to the cells which

 6   it impacts which are referenced in my testimony.

 7   That's all.

 8        Q.   And those are the only corrections you

 9   have?

10        A.   Yes.

11        MR. HOLMAN:  At this time I would like to move

12   to enter Ms. Bowman's testimony with the corrections

13   she mentioned into the record.

14        CHAIR LEVAR:  If any party objects to that

15   motion, please indicate to me.

16             I'm not seeing any objections, so the

17   motion is granted.

18   (Prefiled Testimony and Exhibits of K. Bowman

19                      were received.)

20        Q.   (BY MR. HOLMAN) Ms. Bowman, have you

21   prepared a statement today?

22        A.   Yes, I have.

23        Q.   Please proceed.

24        A.   Thank you.  Good morning, Chairman LeVar,

25   Commissioner Clark, and Commissioner White.  I have
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 1   prepared the following summary of my testimony filed

 2   on behalf of Utah Clean Energy.  The purpose of my

 3   testimony is to outline policy considerations

 4   relevant to the Company's application for approval of

 5   a significant energy resource decision and make

 6   recommendations.

 7             Proactive economic investments in energy

 8   resources that protect ratepayers from increases in

 9   future fuel costs and the consequences of carbon

10   regulation are in the public interest.  The combined

11   projects which take advantage of a limited time

12   opportunity to use federal production tax credits,

13   are an opportunity to invest in lower-cost resources

14   that will provide significant long-term benefits and

15   avoid future risks for Utah ratepayers.

16             Utah Code Title 54, Chapter 17, Section 302

17   guides the Commission to consider whether a resource

18   will most likely result in the acquisition,

19   production, and delivery of electricity at the lowest

20   reasonable cost, which is important, but also factors

21   including long-term and short-term impacts, risk,

22   and, a final category, other factors determined by

23   the Commission to be relevant when ruling whether a

24   request for approval of a significant energy resource

25   decision is in the public interest.
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 1             By helping to decarbonize PacifiCorp's

 2   energy system and leveraging tax credits to acquire

 3   these tax credits more affordably for ratepayers, the

 4   combined projects will service as an important hedge

 5   against long-term costs and risks stemming from

 6   increased fuel and carbon prices.

 7             Additionally, the 30 percent federal

 8   investment tax credit creates a similar opportunity

 9   to acquire lower-cost solar resources, further

10   mitigating long-term costs and risks for ratepayers.

11   Several other parties agree that the solar RFP

12   results indicate that solar projects located in Utah

13   offer benefits to ratepayers even in conjunction with

14   the combined projects.

15             The investment tax credit creates an

16   immediate opportunity to acquire solar resources at

17   lower costs, and for this reason I ask the Commission

18   to carefully evaluate the results of the solar RFP.

19   The combined projects offer long-term benefits to

20   ratepayers by providing fuel-free, carbon-free power,

21   avoiding risks and costs associated with future fuel

22   prices and carbon emissions.

23             The risks and costs associated with fuel

24   prices are asymmetrical.  While the future price of

25   fuel is unknown, there's potential for fuel prices to
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 1   rise much higher above the Company's forecast than

 2   there is potential for costs to fall lower than the

 3   Company's forecasts.  The combined projects will also

 4   protect customers from risks related to carbon

 5   emissions and the impacts of climate change.  Prudent

 6   decision-making requires that we understand and

 7   address the mounting costs of climate change and

 8   continued carbon emissions.

 9             Scientific consensus shows a need to

10   drastically curtail carbon emissions in the near term

11   to avoid costly and catastrophic impacts.  A growing

12   number of countries including China and U.S. states

13   have responded by implementing carbon pricing

14   policies or mechanisms.

15             These actions indicate that an increase in

16   future costs associated with carbon emissions is not

17   just possible, it is probable.  This year the Utah

18   legislature passed HCR 7, Concurrent Resolution on

19   Environmental and Economic Stewardship.  This bill

20   encourages corporations and state agencies to reduce

21   emissions and reinforces the importance of

22   considering the risks of climate change on Utah

23   ratepayers when evaluating PacifiCorp's proposal.

24             The future of carbon regulation is unknown,

25   and, once again, there's much more potential for
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 1   carbon prices to rise above the Company's forecast

 2   than to fall below the Company's low forecast, which

 3   in fact assumes zero costs on carbon.

 4             As an example, I've used the Company's

 5   carbon price forecast and information from the

 6   Company's February 16, 2018 filing to estimate that

 7   just reverting to the Company's conservative carbon

 8   price forecasts from June 2017 as opposed to the

 9   updated carbon price forecasts filed on January 18,

10   2018, would result in an additional 74 to 231 million

11   in benefits to ratepayers.

12             There's significant costs and risks

13   associated with climate change above and beyond the

14   future costs of carbon regulation.  The Company has

15   not accounted for value of mitigating the climate

16   change and its associated costs for Utahns in its

17   analysis of the benefits of the combined projects.

18             The status quo of continued carbon

19   emissions will results in changes that impact

20   electricity generation and are likely to increase

21   costs for Utah ratepayers specifically.  Scientific

22   research analysis predicts higher temperatures, more

23   severe heat events, a rise in the incidence of forest

24   fires, and disruptions in seasonal water

25   availability.
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 1             Continued carbon emissions will also impact

 2   the health and well-being of Utahns generally through

 3   impacts that include ground-level ozone, economic

 4   consequences, job losses, and increased droughts.

 5             The combined projects are an important step

 6   towards a low-carbon energy portfolio.  The wider

 7   lens of Utah Code Title 54, Chapter 3, Section 1

 8   includes "as a consideration for determining whether

 9   charges demanded by a public utility are just and

10   reasonable" the impact on the well-being of the state

11   of Utah.

12             The combined projects are in the public

13   interest due to their ability to provide long-term

14   benefits, avoid risks for customers, and reduce

15   carbon emissions, and the PTC allows our Utahns and

16   ratepayers to realize these benefits at lower costs.

17             In summary, Utah Clean Energy supports the

18   combined projects with the inclusion of the Office's

19   recommended consumer protection provisions to

20   safeguard benefits for ratepayers.

21             Further, we strongly encourage careful

22   consideration of the results of the solar RFP to take

23   advantage of time-limited opportunities to acquire

24   solar at a reduced cost and to increase the benefits

25   and further reduce the risks of the combined
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 1   projects.

 2             That concludes my statement.

 3        MR. HOLMAN:  Ms. Bowman is available for

 4   cross-examination, questions from the commissioners.

 5        CHAIR LEVAR:  Okay.  Thank you.

 6             Mr. Michel, do you have any questions for

 7   Ms. Bowman?

 8        MR. MICHEL:  I don't have any questions.  Thank

 9   you, Mr.Chairman.

10        CHAIR LEVAR:  Ms. Hickey, do you have any

11   questions for her?

12        MS. HICKEY:  No thank you, sir.

13        CHAIR LEVAR:  Thank you.

14             Ms. McDowell or Mr. Lowney?

15        MR. LOWNEY:  The Company has no questions for

16   Ms. Bowman.  Thank you.

17        CHAIR LEVAR:  Okay.  Thank you.

18             Mr. Russell, do you have any questions for

19   Ms. Bowman?

20        MR. RUSSELL:  I do.

21                     CROSS-EXAMINATION

22   BY MR. RUSSELL:

23        Q.   Ms. Bowman, are you -- I ran across an

24   article that was released yesterday evening that

25   maybe you've seen and maybe you haven't, but it
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 1   reports a Trump administration plan -- I may get this

 2   wrong -- that at least as it is in the planning

 3   stages seeks to force companies to -- to order grid

 4   operators to buy electricity from struggling coal and

 5   nuclear plants to keep those operating even if they

 6   are not economic.

 7             Have you seen that report?

 8        A.   I'm not aware of the specific report or

 9   article you're referring to.  I have seen over the

10   course of the year a number of efforts to do

11   generally what you've described.  There are a number

12   of different mechanisms, and as far as I know, none

13   of them have thus come to fruition.

14        Q.   Yeah, and as I indicated, this is an

15   article talking plans that are currently in rule.  I

16   guess my question to you is, how, if at all, the

17   reports that I'm referring and the ones that you've

18   run across may affect your testimony?  And I will

19   caveat that with I realize that it's difficult to

20   answer that questions because they are just reports

21   and we don't have specifics yet.

22        A.   Sure.  Well, you know, I will say

23   there's -- as far as I know, you know, while none of

24   the kind of plans have come to fruition, and I think

25   it demonstrates the volatility and the difficulty of
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 1   predicting how these changes, kind of both due to the

 2   current political environment and then going forward

 3   moving beyond the next four to eight years -- the

 4   volatility of these events makes it difficult to

 5   predict and to know exactly how carbon prices or

 6   policies will be implemented in the future.  I think

 7   for that reason it's especially important to protect

 8   ratepayers from risk associated with changes in the

 9   political environment.

10        MR. RUSSELL:  Okay.  Thank you.  I have no

11   further questions.

12        CHAIR LEVAR:  Thank you.

13             Mr. Baker, do you have any questions for

14   Ms. Bowman?

15        MR. BAKER:  I do.  Thank you.

16                     CROSS-EXAMINATION

17   BY MR. BAKER:

18        Q.   Good morning, Ms. Bowman.

19        A.   Good morning.

20        Q.   Just following up on that conversation or

21   exchange you just had with Mr. Russell, is it fair to

22   characterize that the purpose of those plans is to

23   help -- one of the purposes of the plans is to help

24   stabilize the grid from the fear of intermittent

25   renewables and that traditional thermal generation
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 1   helps provide resilience and reliability?

 2        A.   Without knowing the specific plan you're

 3   referring to -- I've seen a few different plans, and

 4   I think that purpose of the plans and the question of

 5   whether the plans will effectively achieve that

 6   purpose has been the subject of a lot of debate.

 7        Q.   So although debated, one side of that

 8   debate is the need for grid reliability; is that

 9   correct?

10        A.   I believe the purpose of some of the plans

11   has been stated as a need for grid reliability, but

12   U.S. Department of Energy has also found in

13   conjunction with one of the many variations of these

14   plans that there is not a need for grid reliability,

15   imminent need for grid reliability upgrades or

16   reliability problem as described.

17        Q.   Are you aware this year that -- or it might

18   have been the tail end of last year that the

19   Department of Energy had proposed a plan that FERC

20   evaluated regarding favorable pricing for energy

21   generators that could maintain a 90-day supply?

22        A.   I'm generally aware of it.  I don't believe

23   it was implemented.

24        Q.   Correct.  And in FERC not implementing that

25   specific plan, are you aware that they had noted that
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 1   they were going to open the docket to study the

 2   reliability impacts and find ways to shore up the

 3   grid with thermal resources?

 4        A.   I'm not aware of the specifics of the

 5   decision.

 6        MR. BAKER:  Okay.  Thank you very much.

 7        CHAIR LEVAR:  Thank you, Mr. Baker.

 8             Mr. Snarr, do you have any questions for

 9   Ms. Bowman?

10        MR. SNARR:  No questions this morning.

11        CHAIR LEVAR:  Okay.  Thank you.

12             Ms. Schmid?

13        MS. SCHMID:  No questions.

14        CHAIR LEVAR:  Commissioner Clark?

15        COMMISSIONER CLARK:  Good morning, Ms. Bowman.

16        KATE BOWMAN:  Good morning.

17        COMMISSIONER CLARK:  You encouraged us in your

18   summary to examine the results of the solar RFP.

19   Were you referring to the Company's 2017S RFP?

20        KATE BOWMAN:  Yes.

21        COMMISSIONER CLARK:  And do you know the status

22   of the RFP?

23        KATE BOWMAN:  I believe it's under appeal -- oh,

24   sorry.  The solar RFP?

25        COMMISSIONER CLARK:  Correct.
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 1        KATE BOWMAN:  I'm not familiar with the most

 2   recent status.

 3        COMMISSIONER CLARK:  So you wouldn't know

 4   whether or not the Company chose not to select any

 5   bids under that RFP?

 6        KATE BOWMAN:  I haven't been personally involved

 7   in tracking the status of the solar RFP, so I'm not

 8   aware.

 9        COMMISSIONER CLARK:  That concludes my

10   questions.  Thank you.

11        CHAIR LEVAR:  Okay.  Thank you.

12             Commissioner White, do you have any

13   questions?

14        COMMISSIONER WHITE:  I have no questions.  Thank

15   you.

16        CHAIR LEVAR:  And I don't have anything else.

17   So thank you for your testimony this morning,

18   Ms. Bowman.

19        KATE BOWMAN:  Thank you.

20        CHAIR LEVAR:  Anything further, Mr. Holman --

21        MR. HOLMAN:  Nothing further.

22        CHAIR LEVAR:  -- from Utah Clean Energy?

23        MR. HOLMAN:  Thank you.

24        CHAIR LEVAR:  Okay.  Thank you.

25             Mr. Russell or Mr. Baker, you're doing this

0028

 1   witness jointly, I suppose.

 2        MR. RUSSELL:  We are.  UAE and UIEC will call

 3   Brad Mullins to the stand.

 4        CHAIR LEVAR:  Good morning, Mr. Mullins.  Do you

 5   swear to tell the truth?

 6        BRAD MULLINS:  Yes.

 7        CHAIR LEVAR:  Thank you.

 8                    BRADLEY G. MULLINS,

 9   called as a witness on behalf of the UAE and UIEC,

10   being duly sworn, was examined and testified as

11   follows:

12                     DIRECT EXAMINATION

13   BY MR. RUSSELL:

14        Q.   Good morning, Mr. Mullins.  Could you state

15   and spell your name for the record, please.

16        A.   My name is Bradley Mullins.  Last name is

17   spelled M-u-l-l-i-n-s.

18        Q.   Can you tell us by whom are you employed

19   and give us your business address, please.

20        A.   I am a self-employed consultant.  My

21   business address is 1750 Southwest Harbor Way,

22   Suite 450, Portland, Oregon 97201.

23        Q.   And on whose behalf are you testifying

24   today?

25        A.   I'm testifying today on behalf of the
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 1   Utah Association of Energy Users and the Utah

 2   Industrial Energy Consumers.

 3        Q.   Did you prepare testimony that has been

 4   prefiled in this case?

 5        A.   I did.

 6        Q.   And specifically did you prepare testimony

 7   that was -- direct testimony filed on December 5th

 8   with associated exhibits, rebuttal testimony filed on

 9   December 5th of 2017, and then rebuttal testimony

10   filed on January 16 of 2018 with an associated

11   exhibit, and supplemental rebuttal testimony filed on

12   April 17 of 2018 with associated exhibits?

13        A.   Yes.

14        Q.   Okay.  And if I asked you the same

15   questions today that you responded to in that

16   testimony, would your answers be the same?

17        A.   They would.

18        Q.   Do you have any changes to make to your

19   testimony?

20        A.   I do not.

21        MR. RUSSELL:  At this point, Chairman LeVar,

22   I'll move for the admission of Mr. Mullins's

23   testimony.

24        CHAIR LEVAR:  If any party objects to that

25   motion, please indicate to me.
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 1             I am not seeing any objection, so the

 2   motion is granted.

 3   (Prefiled Testimony and Exhibits of B. Mullins

 4                      were received.)

 5        Q.   Mr. Mullins, have you prepared a summary of

 6   your testimony?

 7        A.   I have.

 8        Q.   Before you give that, it's my understanding

 9   you haven't testified live before this Commission.

10   If you can take -- very briefly introduce yourself to

11   the Commissioners so they can get a better sense of

12   who you are.

13        A.   Okay.  So I'm a consultant.  I represent

14   large customer groups throughout the West.  I

15   graduated from the University of Utah, so I have some

16   background in the area and very pleased to be here

17   today.

18        Q.   Okay.  Go ahead and proceed with your

19   summary if you would.

20        A.   Good morning, Commissioners.  As I

21   mentioned, I appreciate the opportunity to be here

22   today to testify and on behalf of UAE and UIEC on

23   PacifiCorp's request for making treatment on the

24   $1.9 billion combined wind and transmission projects.

25             From my perspective, the most significant
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 1   thing about PacifiCorp's proposal in this case is the

 2   parties who oppose it.  So representatives from all

 3   rate classes, large customers, the Office, the

 4   Division -- all oppose PacifiCorp's resource proposal

 5   and for a project.

 6        CHAIR LEVAR:  I usually don't interrupt.  I

 7   think you may have made a brief statement that

 8   included a confidential material.  I'll just let

 9   everyone know if we -- let's be conscious of that,

10   and if someone does, please jump in.  I don't know

11   there's anything that can be done about this one but

12   just ask you to conscious of that in your summary.

13        MR. LOWNEY:  Chairman LeVar, if I might

14   interject, what we've kind of settled upon is we can

15   refer to it as around $2 billion, is the current

16   estimate, and that way we can refer to it in a

17   nonconfidential way but get the point across.

18        BRAD MULLINS:  Okay.  I'm sorry.

19        MR. LOWNEY:  Thank you.

20        BRAD MULLINS:  I thought I was working under

21   that framework but okay.

22             So from my perspective, the most

23   significant thing is the parties who oppose it.  We

24   have customers from all rate classes opposing the

25   project.  For a project that's justified on providing
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 1   economic benefits to customers, I think that's an

 2   important fact, and, you know, PacifiCorp may develop

 3   its own view of what the future might look like and

 4   what risks might be out there, but what it can't do

 5   is speak for customers and their risk preferences.

 6             And on behalf of large customers, we view

 7   such a significant investment to be extraordinarily

 8   risky.  Based on our analysis, we view the likelihood

 9   that the projects will provide economic benefits to

10   customers through reduced rates is slim to none.

11   Even in the medium case in PacifiCorp model --

12   PacifiCorp's model, the combined projects end up

13   costing ratepayers money over the first ten years of

14   the study period, and I showed that in my

15   supplemental rebuttal testimony.

16             And if you go beyond that period, it's

17   really anyone's guess as to what the world might look

18   like.  If you think back ten years ago, things like

19   the EIM, they maybe were in development or thought

20   about, but we probably couldn't have predicted what

21   ultimately has transpired with that.

22             And importantly, this is not a circumstance

23   where system reliability is at risk if the projects

24   are not constructed.  The Wyoming wind projects are

25   primarily energy resources, and they provide very
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 1   little capacity relative to the amount of investment

 2   involved, and in addition, you know, we've built out

 3   PacifiCorp's system over the years to have robust

 4   access to different markets throughout the West, and

 5   doing that wasn't without cost to ratepayers.

 6             And, you know, from that, when PacifiCorp

 7   enters into front office transactions, there's no

 8   capital involved in turning those transactions.  So

 9   from that perspective front office transactions are

10   much less risky than locking in, you know, a 30-year

11   project at such a high price.

12             And, further, you know, ratepayers just

13   have no assurance that the underlying economic

14   benefits will materialize, but in contrast,

15   PacifiCorp has relatively high assurance that it will

16   be able to earn returns on the investment, and so

17   from that perspective, there's asymmetry which

18   ratepayers view to be problematic.

19             And, you know, in terms of risks, I won't

20   go through all of the different risks that have been

21   outlined in the hearing.  Previously -- I'll touch on

22   a few.  One of them certainly is low energy prices.

23   We're in a period where there's a lot of renewables

24   coming online and those are driving down market

25   prices for electricity.
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 1             We're also in an environment where loads

 2   are declining, so we're seeing a lot of DSM.  We're

 3   seeing a lot of private generation, and then,

 4   further, we're in this transitionary period with

 5   respect to the MSP, which creates a whole range of

 6   uncertainty.

 7             So if PacifiCorp is to, in the future, move

 8   to a subscription model, the economics of these

 9   projects from a Utah perspective are going to be

10   different than the economics from the total system,

11   and so when you consider all of those risks, you

12   know, it's really not an opportune time to be making

13   such a large investment.

14             With respect to the economic analysis, we

15   fundamentally disagree that there are benefits even

16   in using PacifiCorp's medium price forecast.  In my

17   supplemental rebuttal testimony, I outlined a number

18   of adjustments that we proposed to their model and

19   showing the projects ended up costing customers

20   104 million on an NPVRR basis over the 30-year study

21   period, and that's before considering, you know, the

22   forecasting issues that have been identified with

23   respect to PacifiCorp's forward price curve.

24             And in my direct testimony, I performed an

25   empirical analysis where I took every price curve
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 1   that PacifiCorp has issued over the period 2007

 2   through the present to figure out how accurate

 3   PacifiCorp's price groups have been in the past

 4   because there's been a lot of speculation about, you

 5   know, "Oh, their curves are not accurate and it

 6   appears that they consistently overstate market

 7   prices."

 8             So my analysis using the actual curve

 9   PacifiCorp's issued, has issued, you know,

10   conclusively determined that, you know, with the

11   high -- very, very high percentage that PacifiCorp is

12   overstating -- the curves of PacifiCorp are

13   overstating market prices and that the overstatement

14   is greater the further into the future that the

15   forecast is made.

16             And so, you know, based on that, we

17   concluded that it's more reasonable to rely on the

18   low price scenarios in PacifiCorp's analysis, if not,

19   you know, going even further and adopting a scenario

20   of even lower market prices.  And, you know, in terms

21   of relying on the price curve, you know, this is not

22   sort of the first time we've seen proposals similar

23   to this.

24             And in my direct testimony I pointed to a

25   gas hedging contract which was executed in 2012.  It
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 1   was a long-term gas hedge, and it was justified on

 2   similar ground as this proposal where the Commission

 3   was -- or there was a stipulation that PacifiCorp was

 4   only to proceed if the price of the hedge was better

 5   than the forward price curve, and it's turned out

 6   that that hedge has been extraordinarily costly to

 7   ratepayers and is expected over time to result in

 8   even greater losses.

 9             And so, you know, with that experience, I

10   think ratepayers are understandably concerned about

11   relying on PacifiCorp's price curves for an even

12   larger, longer-term investment.

13             And then finally, turning to

14   competitiveness issues, you know, we're dealt with --

15   we have an RFP that, you know, is set up in a manner

16   that really could only lead to the selection of a

17   very limited set of resources.  I think throughout

18   this hearing the Commission is well aware of the

19   issues with the interconnection queue.

20             But I think kind of an important point from

21   my perspective is that, you know, while PacifiCorp

22   had the foresight to go out and acquire the low queue

23   position resources, it didn't have similar foresight

24   to go to FERC, for example, and seek a waiver of the

25   serial queue requirements, which other utilities have
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 1   done in the past.  And so this issue is obviously

 2   concerning to ratepayers.

 3             And then with respect to the solar

 4   sensitivity studies, PacifiCorp's -- its own model,

 5   as you're aware in the nominal studies in its model,

 6   showed that the best and final pricing from those

 7   solar resources produced nominal benefits that were

 8   2.5 times greater than the combined projects.

 9             And not only were the benefits greater, the

10   risk of those projects were also significantly lower,

11   and I point that out in my -- or I point out that in

12   my supplemental rebuttal testimony that, unlike the

13   combined projects, where in the low-gas price

14   scenarios they were at cost, and for the solar

15   resources there was a benefit in the low-gas price

16   scenario.  So in that perspective, we viewed them to

17   be much less risky.

18             And then turning to this issue of "Well,

19   maybe we could do both the wind and the solar," well,

20   in PacifiCorp's model in the nominal studies, if --

21   you know, after you do the solar projects, if you do

22   the wind as well, the incremental benefit was only

23   $11.2 million doing both.  And so, you know, at least

24   from my perspective, undertaking a $2 billion

25   investment for potentially $11 million of benefit is
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 1   not a prudent course of action.

 2             So, you know, in summary, I would just like

 3   to observe that, you know, this is a case where we're

 4   dealing with really wide ranges of outcomes, and

 5   unlike a rate case, there's no single revenue

 6   requirement benefit or cost that the Commission has

 7   to settle by going through each adjustment in order

 8   to make sure that the utility is adequately

 9   compensated.

10             You know, rather with such a wide range of

11   possible outcomes, it really ends up being just a

12   matter of opinion as to what the future might bring,

13   and where we're dealing with ratepayer benefits or

14   costs, at least I believe, the ratepayer opinions

15   should carry the most weight.

16             And with that I'll conclude my summary, and

17   I look forward to questions from the Commission.

18   Thank you.

19        MR. LOWNEY:  Mr. Chair, before we move on to

20   cross-examination, I do have a motion to strike a

21   portion of Mr. Mullins's summary.  He referenced a

22   FERC case and implicated that the Company could have

23   somehow asked for a waiver of its interconnection

24   queue position, and my recollection is that FERC case

25   is not addressed in his testimony.
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 1        CHAIR LEVAR:  Mr. Mullins or one of your

 2   counsel, if you could point to where that is in your

 3   testimony, that would help us address the motion.

 4        MR. RUSSELL:  I think I'll let Mr. Mullins

 5   respond.

 6        CHAIR LEVAR:  If you need a moment, we'll wait.

 7   If a brief recess would help --

 8        BRAD MULLINS:  I should be able to find it

 9   quickly.

10        CHAIR LEVAR:  I think it's an important enough

11   issue that it's worth taking a little time to see if

12   it's there.

13        MR. RUSSELL:  Do you have it, Brad?

14        BRAD MULLINS:  Right.  So on page 14 of my

15   supplement rebuttal testimony, I say that I was under

16   the impression or -- sorry -- I was under the

17   impression that the Company would be able to --

18        CHAIR LEVAR:  Give us a moment to get to

19   page 14.  Do you have line numbers?

20        BRAD MULLINS:  Okay.  And then on lines --

21        CHAIR LEVAR:  I see.  Where you are.

22        BRAD MULLINS:  -- 283 to -- I guess through 289

23   I discuss that, you know, how the Company might be

24   able to equalize or mitigate the bidding advantage of

25   higher queue position resources.  And that's what I
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 1   was referring to there.  You know, I obviously didn't

 2   discuss a waiver there, so I'll leave that to the

 3   Commission to decide whether that exceeds this

 4   particular paragraph.

 5        CHAIR LEVAR:  With that clarification,

 6   Mr. Russell, do you want to respond to the motion?

 7        MR. RUSSELL:  Yeah, just very briefly having

 8   skimmed the section that Mr. Mullins is referring, I

 9   think his summary touches on -- the testimony that he

10   just referred to touches on the same topic that his

11   summary included.  While he did clarify that his

12   summary included something of, I guess, a flourish

13   about what PacifiCorp could have done with that that

14   isn't specifically in his testimony, I think that's

15   what summaries are for but -- I guess that's how I'll

16   respond.

17        MR. LOWNEY:  If I may clarify, the language in

18   particular I believe that goes beyond the scope of

19   his testimony is the reference to some unidentified

20   FERC case that provides authority for the information

21   that's included in this testimony.  That was nowhere

22   cited in this testimony, and for him to reference --

23   suggest in his summary today that there's FERC

24   authority supporting his position is outside the

25   scope of his testimony.
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 1        MR. RUSSELL:  I think maybe Mr. Lowney has

 2   misunderstood the statement in the summary.  As I

 3   understood it, Mr. Mullins had indicated that the

 4   Company did not go to FERC to seek the waiver that

 5   he's referencing.  He didn't indicate that FERC had

 6   granted some waiver or, you know, issued some ruling

 7   somewhere.

 8        CHAIR LEVAR:  I did hear him say other utilities

 9   have sought that waiver.  I didn't hear whether he

10   said other utilities have been successful in seeking

11   that waiver.  As I'm considering this objection, I

12   think I'm inclined to strike any references to the

13   existence of a FERC waiver.  So I think it's

14   appropriate to strike those from the record.

15             Obviously, they are not stricken from some

16   of our memories, and that question, I think, is

17   possibly likely to come up during closing arguments

18   whether there is such a waiver that is potential and

19   what standards might exist.  I certainly think I

20   might be likely to ask about that during closing

21   arguments just for what it's worth.

22             But I think for purposes of this summary,

23   the motion to strike is appropriate, so it's granted.

24        MR. RUSSELL:  Okay.  We will make Mr. Mullins

25   available for cross-examination and commission
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 1   questions.

 2        CHAIR LEVAR:  Okay.  Mr. Snarr, do you any

 3   questions for Mr. Mullins?

 4        MR. SNARR:  No questions?

 5        CHAIR LEVAR:  Ms. Schmid?

 6        MS. SCHMID:  No questions.  Thank you.

 7        CHAIR LEVAR:  Ms. Hickey?

 8        MS. HICKEY:  No.  Thank you.

 9        CHAIR LEVAR:  Mr. Holman.

10        MR. HOLMAN:  No questions.  Thank you.

11        CHAIR LEVAR:  Mr. Michel.

12        MR. MICHEL:  Thank you, Mr.Chairman, just one

13   question.

14                     CROSS-EXAMINATION

15   BY MR. MICHEL:

16        Q.   Mr. Mullins, in your summary you referenced

17   the option of the consumer advocates in this case as

18   justification for rejecting the proposed combined

19   projects.

20             Are you aware that in other PacifiCorp

21   jurisdictions consumer advocates have supported these

22   projects?

23        A.   So I guess there's -- there are some

24   examples of that, so in Wyoming there's obviously a

25   stipulation that was entered into, and the consumer
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 1   groups in that state, they accepted PacifiCorp's

 2   proposal, but I would note that, being that these

 3   wind resources are actually located in Wyoming, that

 4   those customers have different interests than the

 5   customers in this state.

 6             Because they are being built in Wyoming,

 7   there's an expectation that they will bring a lots of

 8   jobs; there will be taxes on the generation output;

 9   there will be property taxes.  And so there

10   definitely are different considerations there, and

11   then there's also the case in Idaho, which I was

12   involved in, and the staff entered into a stipulation

13   with the Company where they agreed to a CPCN but they

14   did not -- there were still some issues outstanding.

15             However, specifically a cost cap was not

16   addressed in stipulation and staff litigated that

17   particular issue.  However, the other ratepayers

18   groups -- the industrials and the irrigators -- were

19   all opposed to the stipulation and to PacifiCorp's

20   proposal.  And that case is fully litigated and they

21   are expecting an order in that case, I think, within

22   the next two months -- or I guess they don't a have a

23   deadline in that case, but there will be an order at

24   some point in that case.

25        Q.   Do you know for a fact -- do you know for a
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 1   fact that the location of the project in Wyoming was

 2   the basis for the consumer advocate support of the

 3   project?

 4        A.   You know, I couldn't speak specifically to

 5   why the consumer advocates in Wyoming supported the

 6   project.

 7        MR. MICHEL:  Okay.  Thank you.  That's all I

 8   have.  Thank you, Mr. Mullins.

 9        CHAIR LEVAR:  Okay.  Thank you.

10             Ms. McDowell or Mr. Lowney.

11        MR. LOWNEY:  Thank you.  Before we get started,

12   I'll have Ms. McDowell circulate the

13   cross-examination exhibits we intend to use.

14                     CROSS-EXAMINATION

15   BY MR. LOWNEY:

16        Q.   Good morning, Mr. Mullins.

17        A.   Good morning.

18        Q.   If you could turn to your direct testimony

19   on page 5, please.  I have some questions about the

20   transmission projects to start.

21        A.   Did you say page 4 or 14?

22        Q.   Page 5.

23        A.   Okay.

24        Q.   And at the very top of that page you

25   acknowledge that the transmission projects include
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 1   Subsegment D2 of the Energy Gateway Project.  Do you

 2   see that?

 3        A.   Correct.

 4        Q.   Little bit further down on that page, you

 5   refer to the fact that other parts of the Energy

 6   Gateway Project have been constructed.  Do you see

 7   that?  You refer specifically on line 11 to the

 8   Populus to Terminal and Sigurd to Red Butte lines.

 9        A.   Yes.

10        Q.   And on line 12 you say "Both were expensive

11   and controversial."  Do you see that?

12        A.   Yes.

13        Q.   And the only citation for that statement is

14   a case in Idaho; is that right?  You didn't cite

15   anything from Utah indicating that those projects

16   were controversial in this state?

17        A.   I did not.

18        Q.   And would you agree that they weren't in

19   fact controversial in the state of Utah?

20        A.   I haven't reviewed the specific cases in

21   Utah on those.

22        Q.   Okay.  Well, let's do a quick review.  If

23   you could turn to RMP Cross-Exhibit 23, please.  This

24   is the Public Service Commission's Order in Docket

25   12-035-97, and this was a case where the Company
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 1   requested CPN for the Sigurd to Red Butte line, and

 2   I'll read from the synopsis on the front page.

 3             It says, "The Commission approves an

 4   uncontested settlement stipulation and issues a

 5   certificate of public convenience and necessity,

 6   authorizing construction of the Sigurd-Red Butte

 7   No. 2 345 kV transmission line."

 8             Do you see that?

 9        A.   I do.

10        Q.   And then if you could turn to

11   Cross-Exhibit 24, this is the Report and Order from

12   Docket 13-035-184.  This is the Company's 2014

13   general rate case.  And at the front the first line

14   of the synopsis says, "The Commission approves a

15   comprehensive, multi-year, uncontested settlement

16   stipulation."

17             And then if you could turn to page -- I did

18   not include the entire order.  It's quite voluminous,

19   but page four of the settlement stipulation which was

20   attached to that order.  Paragraph one says, "The

21   Parties agree that the Sigurd to Red Butte

22   transmission line investment is prudent and cost

23   recovery will occur in Step 2 rate change."

24             Do you see that?

25        A.   I do.
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 1        Q.   So, collectively, at least with the regard

 2   with the Sigurd to Red Butte line, there was no

 3   controversy involving either the CPCN or rate

 4   recovery in Utah, was there?

 5        A.   I would observe the mere fact there's a

 6   stipulation doesn't mean there wasn't controversy

 7   surrounding the investment, so -- but, you know, I

 8   haven't gone through the record in these cases to see

 9   what issues parties have raised.

10             But I do know the case in Idaho certainly

11   was very controversial, and within the IRP context,

12   the Gateway proposal, since its inception, has

13   been -- I can represent that it has been very

14   controversial, that, you know, parties have -- a lot

15   of parties have raised questions with it.

16        Q.   Mr. Mullins, I'm going to draw you back to

17   Cross-Exhibit 25, and let's talk a little bit about

18   the Populus to Terminal line, which you also

19   specifically cite as a controversial line, again,

20   though, not in the state of Utah.

21             So Exhibit 25 is the Commission's order

22   from Docket 08-035-42.  This is the Order granting a

23   CPCN for the Populus to Terminal line.

24             Do you see that?

25        A.   Okay.
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 1        Q.   And if you turn to page two of that order,

 2   it indicates that "position statements or comments

 3   were submitted" -- I should be a little clear.

 4   Page two, the first full paragraph that begins with

 5   the statement "By our Scheduling Order," and about

 6   halfway down, there's a sentence that begins

 7   "Pursuant to the Scheduling Order, testimony,

 8   position statements or comments were submitted by the

 9   Division of Public Utilities, the Committee of

10   Consumer Services, and WRA."

11             Do you see that?

12        A.   I do.

13        Q.   And then on the next page, page three,

14   about the fifth line down by my count, it says, "The

15   Committee concludes that the factual support for the

16   assumptions upon which Rocky Mountain Power bases its

17   claim that these transmission facilities will serve

18   the public convenience and necessity, while minimal,

19   is legally sufficient to support the certificate."

20             Do you see that?

21        A.   I see it.

22        Q.   And the next paragraph describes the

23   Division's position, and it states that the Division

24   believes that the facilities -- excuse me -- that it

25   concludes it supports RMP's decision to build a
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 1   transmission line.  Do you see that?

 2        A.   I see it.

 3        Q.   And then on page four it says, "WRA

 4   specifically notes it does not oppose the

 5   Transmission Line," at the very top second line;

 6   right?

 7        A.   Sorry.  What page was that?

 8        Q.   Page four.  I believe very top, the second

 9   sentence.

10        A.   I see that line.

11        Q.   All right.  So, again, the CPCN for the

12   Populus to Terminal in Utah at least was not very

13   controversial, was it?

14        A.   Well, once again, I wasn't involved in this

15   docket, and I can't speak to all the issues that were

16   raised in this docket because I --

17        Q.   I understand that.  I note that your --

18        A.   Hold on.

19        Q.   -- testimony --

20        A.   So I do -- you know, as I'm kind of reading

21   through, I do -- it looks like there are other issues

22   that were raised in this docket, and so, you know, to

23   say that it's not controversial on the basis of this

24   order, I wouldn't agree with that.

25        Q.   And just to be clear, you made the
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 1   statement that both were expensive and controversial

 2   with apparently not investigating any of these orders

 3   in Utah, didn't you?

 4        A.   I did not investigate this order.  Correct.

 5        Q.   Let's move on.  If you could turn to page

 6   eight of your direct testimony.

 7        A.   Okay.

 8        Q.   Now, at the top of that page, beginning on

 9   Line 1, you state "The analysis" -- you're referring

10   to the Company's analysis -- "suggested there was a

11   $530 million range of potential outcomes."

12             Do you see that?

13        A.   I do.

14        Q.   Just to be clear, those numbers that you're

15   referencing on Line 2 are from the Company's economic

16   studies using the IRP models through 2036; is that

17   right?

18        A.   So these would have been based off of the

19   analysis in PacifiCorp's direct testimony.  So, yeah,

20   so there was no nominal revenue requirements

21   presented in that testimony, and I believe it was a

22   shorter time frame.  Correct.

23        Q.   Well, you cite to Mr. Link's Table 2

24   testimony, which you're correct was the 2036 study.

25   I do just want to clarify, there was a nominal
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 1   revenue requirement in the direct case.  You don't

 2   recall that?

 3        A.   I don't think it's the same nominal written

 4   requirement study that was presented in the second

 5   case, but that's -- subject to check I'll accept

 6   that.

 7        Q.   Okay.  Thank you.  And that wasn't the

 8   point of my question anyway.  I just wanted to make

 9   sure the record was clear on that point.

10             If you could turn to page 30 of your direct

11   testimony.

12        A.   Okay.

13        Q.   And on Line 9 of that page, you also,

14   again, reference the 20-year study period that was

15   used in the Company's direct case.  Do you see that?

16        A.   I do.

17        Q.   All right.  If we could turn to page 37 of

18   your direct testimony, and I'd like to direct your

19   attention to Confidential Table 2, although I'm not

20   intending to asking you anything confidential.  I

21   just want you to confirm for me, please, that the

22   numbers that you were using in that table to

23   calculate your adjustments were taken off of the

24   20-year studies; correct?

25        A.   Right.  So I guess the -- I guess --
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 1        Q.   Mr. Mullins, I just want to confirm the

 2   time period you're using here.  I'm not asking about

 3   any of the particular adjustments.  I just want to

 4   make sure you're using the 20-year studies that were

 5   used in the IRP models.

 6        A.   Yes.  And I would like to explain why I

 7   used those studies, which I think is appropriate.  So

 8   the -- right.  So in the initial filing, PacifiCorp

 9   had, I guess, different levelization assumptions than

10   in its supplemental filings.  I think the Commission

11   is aware, so it changed the way it treated PTCs.

12   There were terminal value amounts added in.  And so

13   that's why I relied on those particular studies here.

14        Q.   So you relied on the 20-year studies in

15   December because in January the Company changed its

16   modeling?  I mean, let's just be clear, your reliance

17   on the 20-year studies predated any change in the

18   modeling that occurred in January; correct?

19        A.   Right.

20        Q.   You were presented with two different

21   studies, 30-year and 20-year.  You chose to rely on

22   the 20-year.

23        A.   I did rely on the 20-year in this case.

24        Q.   If you could turn, please, to page 42 of

25   your direct testimony, and on lines 11 to 12 -- I

0053

 1   guess it begins on line 9 through 12 -- you have a

 2   statement, and the footnote to support that statement

 3   refers to testimony that was filed by Mr. Knudsen --

 4   I may be mispronouncing that name.  Mr. Knudsen in

 5   the RFP docket.  Do you see that?

 6        A.   I do.

 7        Q.   Isn't it also true Mr. Knudsen testified in

 8   that same docket that the 20-year evaluation horizon

 9   was the horizon used in the IRP and that's the only

10   appropriate or comparable evaluation horizon?

11        A.   So I can't speak to what he would have

12   testified to.  The specific thing that I'm talking

13   about here is the assumption about reduced line

14   losses, so PacifiCorp included an assumption where,

15   you know, it assumed that line losses would be

16   reduced as a result of the wind generation and the

17   transmission line.  And, given that those projects

18   are so far away from load centers, at least my

19   understanding of what the analysis, what Mr. Knudsen

20   did, he demonstrated that it wouldn't reduce line

21   losses and that, in fact, it would result in higher

22   line losses.

23        Q.   Well, and if you turn to

24   RMP Cross-Exhibit 27 -- that's a brief excerpt from

25   the same testimony you rely on for your testimony.  I
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 1   would like to direct your attention to page 18 of the

 2   testimony.  Again, this is just an excerpt, but lines

 3   373 to 375 is the statement that I just quoted.

 4             And Mr. Knudsen, just to be clear, was a

 5   UAE witness in that docket; correct?  And he

 6   testified that the IRP horizon is the only

 7   "appropriate or comparable evaluation horizon" for

 8   studying these projects?

 9        A.   Right.  So I see he's testified to that

10   here.  So I think there might be some confusion about

11   sort of the time horizon and the study assumptions.

12   So the issue from my perspective is the use -- the

13   levelized analysis that PacifiCorp performed, not the

14   time period that they performed it over.

15             And, in fact, I would support using a

16   shorter time frame to analyze economic benefits so

17   long as it was analyzed in, I think, a nominal basis

18   based on the actual impacts to ratepayers.  And if we

19   were -- if you're to do that, I think even in

20   PacifiCorp's analysis, the benefits drop materially.

21        Q.   Mr. Mullins, if I could direct your

22   attention, please, to RMP Cross-Exhibit 22.

23        A.   Okay.

24        Q.   And these are comments that you filed with

25   the Public Utilities Commission of Oregon in
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 1   January of 2017 in Portland General Electric

 2   company's IRP docket; is that correct?

 3        A.   Correct.

 4        Q.   And if you could just turn to page 12 of

 5   those comments, please.

 6        A.   Okay.

 7        Q.   At the very top of these comments there's a

 8   heading of No. 3 that says "A 34-year Planning Period

 9   is Too Long," and then further down on that same page

10   your comments indicate that "PGE's IRP" -- that your

11   analysis of PGE's IRP was limited to 20 years because

12   a 34-year planning period is, quote, "too long and

13   puts too much weight on speculative assumption about

14   distant future conditions."  Correct?

15        A.   Correct.

16        Q.   And then you also testified that a longer

17   study period may provide, quote, "some useful

18   information, but modeling portfolio performance that

19   far into the future is problematic."  Correct?

20        A.   So this is -- it's not testimony so --

21        Q.   I'm sorry.  Your comments.

22        A.   I commented that, yes.

23        Q.   They weren't sworn statements.  And you

24   also supplied comments that "Forecasting conditions

25   far into the future is inherently speculative."
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 1        A.   I did.

 2        Q.   And then you say "For purposes of making

 3   resources decisions today, a twenty-year planning

 4   period is sufficient to make informed resource

 5   decisions."  Is that correct?

 6        A.   Yep.

 7        Q.   And you would agree that over the 20-year

 8   IRP planning horizon that you used exclusively in

 9   your direct testimony and that you use exclusively in

10   PGE's 2016 IRP, the combined projects provide net

11   benefits in every single price policy scenario;

12   correct?

13        A.   Right.  So I think we're once again, kind

14   of conflating the issue of the study period and the

15   use of the levelization techniques that PacifiCorp

16   used in its supplemental direct testimony.  So, you

17   know, I didn't agree with the way that PTCs were

18   being levelized, and while -- you know, the idea of a

19   terminal value, I didn't necessarily disagree with

20   that, my view is if you're to view these projects --

21   if you're to analyze the economics of these projects,

22   the best way to do it is on a nominal basis.

23             You know, the reason why these levelized

24   studies are used usually is -- it's really a modeling

25   issue because it's hard to compare resources that
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 1   have different lives, and so what you do is you

 2   levelize the costs so you can assign a cost per year

 3   to those resources, but where you have -- and then

 4   compare them to the cost per year of other resources.

 5             But where you have a discrete resource, at

 6   least my view is that the nominal approach is better,

 7   and I just observe that these studies here were

 8   performed on a nominal basis, and while I advocated

 9   for a shorter period -- and, in fact, I even said

10   they should look it over a ten-year period here -- it

11   would still be a nominal analysis.

12             And if you were to look at PacifiCorp's

13   study over a ten-year period, as I mentioned in my

14   opening remarks, that would actually be a cost to

15   customers even using all of PacifiCorp's assumptions.

16        Q.   And just one quick question on that

17   statement you just made -- little bit out of my order

18   here, when you refer to the first ten years, you're

19   referring to the period from 2017 to 2027; correct?

20        A.   I think it was 2018 through 2027.

21        Q.   And that's not the first ten years of

22   project lives, is it?

23        A.   Right, yeah, because the -- because the net

24   present value was calculated back to 2017, the study

25   period actually begins in 2018.  So if you look at

0058

 1   the first ten years -- so the first three years

 2   there's not much activity, so that's a point taken.

 3        Q.   If you look at the first ten years of the

 4   actual project lives, so 2000 -- the study through

 5   2030, you would agree there actually are net benefits

 6   to customers; correct?

 7        A.   I could do that calculation, but probably

 8   not on the stand.  It would probably be pretty close

 9   to --

10        Q.   It's actually fairly easy to do.  We can do

11   it right now.  If you could turn to your testimony

12   please, where you quote that number for 2027.

13         CHAIR LEVAR:  Mr. Lowney, could you, for our

14   recollection, remind us where we are in his

15   testimony.

16        MR. LOWNEY:  It would be on page -- this would

17   be the April testimony, and this would be on page

18   six, Figure 1.

19        Q.   And when you calculate through 2027 in the

20   medium gas case, Mr. Mullins, you calculated net cost

21   of $77 million.  Do you see that?

22        A.   I do.

23        Q.   If you look at Mr. Link's second

24   supplemental direct testimony on page 20, he has a

25   Figure 1SS that indicates the annual revenue
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 1   requirement amounts for each of the years.

 2        A.   I don't have that in front of me.

 3        Q.   Okay.  Perhaps your counsel could provide

 4   you with a sheet or I could just represent to you

 5   that the numbers on this figure for 2008 is

 6   $56 million for 2000- -- these are net benefits, I

 7   should say, $56 million.

 8        A.   That's present value or --

 9        Q.   Present value.

10        CHAIR LEVAR:  Could you give us specifically

11   where -- which exhibit to which testimony.

12        MR. LOWNEY:  I'm sorry.  It's Mr. Link's page 20

13   of his second supplemental direct testimony.  That

14   was in February.

15        Q.   So 56 million in 2028, 85 million in 2029,

16   and 91 million in 2030.

17        A.   Okay.

18        Q.   And so if you had --

19        MR. RUSSELL:  Can I have counsel repeat that.

20   I'm trying to check it.  I'm a little behind in

21   getting to the testimony here.

22        MR. LOWNEY:  So it's 56 million in '28,

23   85 million in '29, and 91 million in '30.

24        Q.   And if you add those two numbers up and

25   subtract 77, it's greater than -- it provides a net
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 1   benefit; correct?

 2        A.   Fair enough.  Fair enough.  I just observed

 3   that -- well, yeah, point taken so --

 4        Q.   Now, I'd like to move on to talk about your

 5   gas price forecast testimony.  So if we could just

 6   turn, please, to your supplemental rebuttal

 7   testimony.  This would be the April 17 testimony,

 8   page 26.  And that would be Table 1 at the top of

 9   that page.  Do you see that?

10        A.   I do.

11        Q.   And this summarizes your -- the proposed

12   modeling adjustments that you recommend to the

13   Company's results; correct?

14        A.   Correct.

15        Q.   And one of the adjustments you make is

16   based on the approximate impact of the declining

17   market prices.  Do you see that?

18        A.   I do.

19        Q.   And that's an $88 million adjustment --

20        A.   Correct.

21        Q.   -- one of your larger ones; correct?

22             And if you could turn to -- I guess it's

23   page 28 on line 566.

24        A.   Okay.

25        Q.   You make reference to the fact the Company
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 1   has received more recent third-party forecasts.  Do

 2   you see that?

 3        A.   I do.

 4        Q.   And then we're going to tread on

 5   confidential material.  My hope is we can avoid

 6   having to close the session, but obviously if you

 7   need to go to confidential to answer one of my

 8   questions, we can make that happen.

 9             And you refer to the fact that there's a

10   forecast that was received, and the particular name

11   of the forecast is confidential so I won't say that.

12             And then you chart the results of that

13   additional forward price curve relative to the

14   Company's medium and low case from the December

15   official forward price curve; is that correct?

16        A.   Correct.

17        Q.   You claim that based on that updated

18   third-party forecast that gas prices have actually

19   decreased; correct?

20        A.   Correct.

21        Q.   And just to be clear, you reference the

22   fact the Company provide this to you as part of

23   UAE DR 5.18, but you didn't actually attach the

24   substantive data from that response to your

25   testimony, did you?

0062

 1        A.   I did not attach the data which is in

 2   Cross-Exhibit 30; correct.

 3        Q.   Let's turn our attention to

 4   Cross-Exhibit "33," particularly page two, which is

 5   the material you didn't attach to your testimony.

 6   Again, this is confidential so I'm going to try to

 7   not have to say anything confidential by referring to

 8   the line and columns as necessary.

 9        CHAIR LEVAR:  I think you meant to say

10   Exhibit 30 instead of 33.

11        MR. LOWNEY:  Yeah.  That's correct.  Exhibit 30.

12   My apologies.

13        Q.   Just to be clear, the curve that you

14   reported in your Confidential Figure 3, it appears

15   anyway, is that the gas prices are reflected in

16   Column M; is that correct?

17        A.   Well, I thought I used Column H.

18   However --

19        Q.   And I'm just going from the name you put in

20   your testimony as well just kind of eyeballing the

21   numbers that are reflected in the table to the lines

22   that appear on your chart.

23        A.   Yeah, I think they are pretty close.

24        Q.   It may be a distinction without difference

25   in a lot of ways.
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 1        A.   Right, right.

 2        Q.   Either way you did either M or H?

 3        A.   Right.  My understanding was these were the

 4   most recent of these in this sheet.

 5        Q.   And just to be clear, the Company also

 6   provided third-party forecasts that are reflected in

 7   Columns B, C, D, and E as well; correct?

 8        A.   Correct.

 9        Q.   And you didn't report any of those results

10   in your Confidential Figure 3?

11        A.   No.

12        Q.   And if we look at Column D, this would be a

13   Henry Hub forecast, which is also the forecast you

14   used in your Confidential Figure 3; correct?

15        A.   Correct.

16        Q.   And just looking at the Confidential

17   Figure 3 relative to the numbers that are shown in

18   Column D, without divulging a particular number, you

19   would agree that the numbers in Column D are

20   generally higher than the Company's December 2017

21   medium curve that you reflected in the Confidential

22   Figure 3; right?

23        A.   They are certainly higher.  So kind of --

24   when I reviewed this, raised a number of questions to

25   me about how PacifiCorp selects between these
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 1   different curves.  And, you know, as we see, if you

 2   select one or the other, that can flip the economics.

 3             And so, you know, I did select that one,

 4   and I recognize that the curve in Column D is higher,

 5   but I think it gets back to the general point that,

 6   you know, really it's just -- when you go that far

 7   out, it's a just a matter of opinion as to what

 8   prices might be.

 9        Q.   Well, so just to clarify, you were aware

10   that column -- that that forecast reflected in

11   Column D, which the date is at the top of that in

12   Cell D2 -- you were aware that that actually

13   contradicted what you wrote in your testimony and you

14   just chose to ignore.  Is that what I'm

15   understanding?

16        A.   Right.  So my understanding was that the

17   S&P -- sorry -- strike that.  The amounts in Column H

18   were the most recent, and so that's why I selected

19   that amount.  During this time period there were --

20   there had been a lot of dramatic changes in gas

21   markets, particularly in the forward period, so

22   traditionally gas prices are up-sloping but towards

23   the tail end of last year, gas prices went into

24   backwardation, which means the current spot price is

25   actually higher than the forward price that you can
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 1   transact at one or two years into the future.

 2             And so that's basically the market saying

 3   that it thinks that gas prices are going to fall, and

 4   so, you know, picking the most recent, in my mind,

 5   was important.

 6        Q.   Just to be clear, though, if you had picked

 7   the forecast shown in Column D, your conclusion would

 8   have been that market prices were actually

 9   increasing; right?

10        A.   I think it was -- you know, I haven't done

11   that comparison, but I think Column D is fairly close

12   to the December curve, but I think it just goes to

13   show what a large impact that these price curve

14   assumptions can have.

15        Q.   And just going back to the Columns M, N, O,

16   and P, and each of these columns, the particular

17   forecast or third-party forecaster provided a

18   reference, a low and a high case as well as an

19   expected value; correct?

20        A.   I see that.

21        Q.   And isn't it true, based on the percentages

22   found on at the top of each column, that this

23   particular forecaster weighted the reference and high

24   case more than the low case; correct?

25        A.   So I couldn't speak as to what those
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 1   percentages are.  If that's what those are intended

 2   to represent, then yes, but I couldn't say what those

 3   are intended to represent.

 4        Q.   Well, if I represent to you that the

 5   expected value column is simply each of those

 6   percentages multiplied by the figure in the

 7   appropriate column and then added together, they just

 8   did a weighting based on those percentages --

 9        A.   Fair enough.

10        Q.   -- and that's the expected --

11        A.   Yeah.

12        Q.   And just to be clear then, the expected

13   value column in Column P is also higher than the

14   numbers you reported in your Confidential Figure 3;

15   correct?

16        A.   Those numbers are higher.  As we mentioned

17   earlier, the reference case in that forecast is

18   similar to what is in Column H.

19        Q.   Just one moment.

20             Mr. Mullins, let's move on for a moment

21   anyway.  Now, you would agree that the Company's

22   economic analysis in this case does not include any

23   value for Renewable Energy Credits, or RECs; correct?

24        A.   That's correct.

25        Q.   And Mr. Link's testimony, in his second
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 1   supplemental testimony filed in February, indicated

 2   that through 2050 for every dollar of RECs

 3   included -- for every dollar assigned to RECs, it

 4   represented an additional customer benefit of

 5   $43 million.  Is that your recollection of the

 6   testimony?

 7        A.   It sounds like Mr. Link's testimony.

 8        Q.   All right.  If I could have you turn back,

 9   please, to those PGE comments that you filed.  This

10   would be RMP Cross-Exhibit 22 and page 15 of that

11   case.  And at the top of that page you testified in

12   the very first -- it's an incomplete paragraph, but

13   the very first paragraph at the top of the page, that

14   for purposes of analyzing PGE's portfolio, you

15   assumed that the Company could acquire RECs at a

16   nominal levelized price of $10 per megawatt hour;

17   correct?

18        A.   So I'll provide an answer, but I would like

19   to explain, if that's okay.

20        Q.   You will have an opportunity.  I just want

21   to get the groundwork here that your comments here

22   assumed a $10 per REC price; correct?

23        A.   So, yeah, right, so this analysis -- yes, I

24   assumed a $10 REC price.  So to provide some

25   background on what this analysis was, was a case
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 1   where the issue at hand was whether PGE should go out

 2   and acquire unbundled RECs to fulfill its RPS

 3   requirements or whether it should build a physical

 4   generation resource.

 5             And so, you know, in doing that analysis

 6   there's a lot of uncertainty about what REC prices

 7   will be, and so for purposes of, you know,

 8   demonstrating that it's much more beneficial to use

 9   unbundled RECs, we assumed a very high REC value and

10   showed that even if you assume $10 per nominal

11   megawatt hour for RECs, that it's still -- you're

12   still better off to use RECs rather than build a new

13   resource.

14             And, in fact, the price per REC could go up

15   to $32.75 per megawatt hour before building a

16   physical resource in this case made more sense.  Now,

17   the question in this case is whether it makes sense

18   to assume any sort of REC price when evaluating the

19   economics of the combined projects, and I agree with

20   Mr. Link that it's not appropriate.

21             You know, as we've seen, the prices for

22   RECs -- the market for RECs has basically evaporated.

23   Prices are very low, and utilities are having

24   problems even marketing the RECs that they are

25   generating, so I agree with the Company's assumption
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 1   there.

 2        Q.   Just to be clear, if you assign a $10 per

 3   REC price to the $43 million figure in Mr. Link's

 4   testimony, that would increase the net benefits of

 5   everyone of those scenarios through 2050 by

 6   $430 million; correct?

 7        A.   I haven't done the math on that, but if you

 8   were to assume such a high REC value, certainly it

 9   would produce a lot of dollars.

10        Q.   By "such a high REC value," you mean the

11   value you assumed when you were analyzing another

12   utility's IRP at the beginning of 2017; correct?

13        A.   For the purposes that I just described.

14        Q.   If you could turn to your supplemental

15   rebuttal testimony, this is your April testimony on

16   page 30, please.

17        A.   Okay.

18        Q.   And just to lay some background here, the

19   Company assumed that 12 percent of the cost of the

20   transmission projects would be recovered through

21   third-party transmission revenues; is that correct?

22        A.   Correct.

23        Q.   And that 12 percent assumption results in

24   an incremental transmission revenue of about

25   $72 million; right?
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 1        A.   Could you repeat that.

 2        Q.   That assumption of a -- 12 percent of the

 3   cost would be recovered from third-party transmission

 4   customers results in an incremental transmission

 5   revenue of $72 million on a net present value basis?

 6        A.   So I don't recall the exact number, but let

 7   me just check here.

 8        Q.   If you -- it --

 9        A.   It sounds correct.  Subject to check, I

10   think I would accept --

11        Q.   I will represent to you that it's in -- if

12   you look at Exhibit RMP RTL-3SS.  This was an exhibit

13   to Mr. Link's February testimony.  It has a line item

14   for each of the different scenarios studied that

15   shows that $72 million figure.

16        A.   And, of course, that would depend on

17   whether you're looking at the nominal or the

18   quasi-levelized studies.  So in my direct

19   testimony -- let's see.

20        Q.   And I'll represent to you that the exhibit

21   I'm reading from is the nominal results through 2050,

22   so I think we're on the same page here, figuratively.

23        A.   So right.  So yeah, that is within the

24   range of costs associated with that assumption.

25        Q.   And you propose an adjustment, and you
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 1   calculate it -- you describe how you calculate it,

 2   but the end result is you adjust that 12 percent

 3   figure down to 11.62 percent; correct?

 4        A.   Sorry.  Going back to that.

 5        Q.   Line 664, page 32 of your testimony has

 6   that 11.62 percent figure.

 7        A.   Okay.

 8        Q.   And so you would agree then that your

 9   adjustment here effectively reduces the Company's

10   forecast incremental transmission revenue by

11   3.2 percent.

12        A.   Right.  And that -- to be clear that

13   applies to the totality of transmission revenue

14   requirement, not the incremental transmission revenue

15   requirement.  So if you were to apply that -- the

16   difference to just the incremental transmission

17   revenue requirement, that would give you a different

18   result than if you applied it to the totality.

19        Q.   To be clear, the Company's 12 percent does

20   not apply to the totality of its revenue requirement.

21   It's applied to the incremental revenue requirement

22   associated with the new transmission facilities;

23   correct?

24        A.   In the economic analysis, the 12 percent

25   only applies to the incremental.  However, if the
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 1   percentage changes as a result of these new wind

 2   resources coming online and based on mechanics I've

 3   described here, it will apply to all revenue

 4   requirement.

 5        Q.   And just to be clear then, a 2.3 percent

 6   reduction of $72 million is an adjustment of about

 7   $2.3 million, not 25.6; right?

 8        A.   Right, and that gets to the point I was

 9   just making.  If the percentage declines as a direct

10   result of building the wind resources and still

11   having to have transmission for front office -- to

12   access the market and get front office transactions,

13   that that reduction applies to the totality of

14   revenue requirement, not just the incremental.

15        Q.   So just to be clear then, the 12 percent

16   and the 11.62 percent figures in your testimony,

17   apparently are completely unrelated to one another?

18        A.   They are not, no.

19        Q.   One is applied to the incremental

20   transmission revenue, and you're applying your number

21   to the entire Company transmission revenue

22   requirement?

23        A.   No.  So they are not unrelated.  So the

24   12 percent applies to all revenue requirement.

25   However -- or all transmission requirement.  However,
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 1   PacifiCorp's analysis only considered the incremental

 2   piece, and so when they figured out the additional

 3   revenues that would come in from third parties as a

 4   result of that incremental investment, they only

 5   considered that 12 percent would be funded by other

 6   OATT customers.

 7             However, if the percentage actually

 8   declines when PacifiCorp builds these resources, then

 9   it's not just the incremental that gets impacted.

10   It's the totality of revenue requirement that gets

11   impacted.

12        Q.   So then that 12 percent would apply to the

13   entire revenue requirement instead of the --

14        A.   The 12 percent is calculated based on the

15   total revenue requirement.  That's the total revenue

16   requirement currently that's being funded by OATT

17   customers, and so if the percent declines, then

18   the -- it applies to the total, not just the

19   incremental.

20        Q.   Well, just to be clear, though, the

21   12 percent -- you arrive at the $72 million figure by

22   multiplying the cost of the transmission projects by

23   12 percent; correct?

24        A.   State that again.

25        Q.   You arrive at the $72 million -- so the
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 1   Company assumed $72 million in incremental

 2   transmission revenue, and you arrive at that figure

 3   by multiplying the transmission project costs by

 4   12 percent.

 5        A.   Right.  So --

 6        Q.   And now I just want to get clarity here.

 7   So your adjustment takes that 12 percent to

 8   11.62 percent and then applies the 11.62 percent to

 9   an entirely different number?

10        A.   Right.  It applies it to the totality of

11   revenue requirement, and I feel like I've given this

12   answer a few times, but the -- PacifiCorp's analysis,

13   when they are looking at the incremental REC

14   revenues, it only focuses on the incremental -- the

15   incremental revenue requirement because it's assuming

16   that that 12 percent remains constant for both

17   incremental and the other portion for the -- and the

18   totality of revenue requirement.

19             So it's assuming no change to the totality

20   of the percent that's funded for the totality of

21   revenue requirement and no change on the incremental

22   as well.  So what I'm saying is that, if that

23   percentage declines down to 11.62 percent, that

24   doesn't just impact the amount of costs that are

25   allocated for the incremental piece; it also impacts
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 1   the costs that are allocated for the totality of

 2   revenue requirement.  So to be clear, that's what I

 3   have done here and -- all right.

 4        CHAIR LEVAR:  Maybe this might be a good time

 5   for a brief recess and then continue with

 6   cross-examination.  Is there any objection to that

 7   from you?

 8        MR. LOWNEY:  That's fine.

 9        CHAIR LEVAR:  Okay.  Why don't we recess for

10   about 10 minutes.  Well, considering issues on the

11   floor, why don't we recess for about 15 minutes and

12   we'll reconvene.  Thank you.

13            (A break was taken, 10:33 to 10:51.)

14        CHAIR LEVAR:  Okay.  We're back on the record,

15   Mr. Lowney.

16        MR. LOWNEY:  Thank you.  I just have a few final

17   questions.

18        Q.   Mr. Mullins, if you could turn to your

19   directs testimony, please.

20        A.   Okay.

21        Q.   Page 27.  And just to provide a little

22   background, this is something you also discussed in

23   your summary this morning, and this section of your

24   testimony is describing the analysis you did on the

25   Company's historical forward price curves; correct?
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 1        A.   Correct.

 2        Q.   And on the top of page 27, you described

 3   how your comparison looked at the percentage

 4   difference between a price that was forecast in a

 5   forward curve and the ultimate spot price for the

 6   given prompt-month; correct?

 7        A.   Correct.

 8        Q.   Are you aware that Mr. Link testified that

 9   market participants cannot transact on a spot price

10   forecast?

11        A.   So I'm -- I don't recall him saying those

12   specific words, but to explain, you know, what I did

13   here was I used the actual monthly -- reported

14   monthly prices, which, you know, maybe not actually

15   spot prices per se, but just the prices that are

16   reported based on actual transactions that occurred

17   over the course of the month, and those were provided

18   by PacifiCorp so --

19        Q.   I guess what I'm taking issue with a little

20   bit is you're comparing it to the spot price and --

21   here I'll just read you what Mr. Link testified to.

22   This is from his supplemental direct and rebuttal

23   testimony.  This was the January filing.  On page 58,

24   line 1185, he testified that "comparing forward

25   prices to actual spot prices is a misapplication of
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 1   forecast error because market forwards, which are

 2   used in the first 84 months of the official forward

 3   price curve, are observed and not forecasted."

 4             Does that refresh your recollection about

 5   Mr. Link's testimony in this case?

 6        A.   Right.  But I don't understand that to mean

 7   that the Company can't transact on spot prices, so on

 8   a day-ahead basis, the Company will go out and buy

 9   gas for its power plants and it buys that on -- based

10   on -- and those are the transactions that get

11   summarized into the monthly values that I use in this

12   analysis.  So I'm not necessarily -- I don't

13   necessarily agree with what you've stated there.

14        Q.   And Mr. Link also testified on the very

15   next page, page 59, that "market forwards reflect

16   pricing for contracts that reflect a price on a given

17   quote date at which buyers and sellers are

18   transacting for future delivery."  Correct?

19        A.   Sorry?  The forwards?

20        Q.   Yes.

21        A.   Right.  So -- right.  So PacifiCorp's

22   forward price curve, the first, I think, 72 months,

23   is based off of market forwards, and so part of this

24   analysis or -- actually, I guess all of this analysis

25   would -- it compares the -- PacifiCorp's price curve,
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 1   which is really market forwards, to what the actual

 2   prices were.

 3             And it shows overwhelmingly that those

 4   forward prices are higher than the actual prices that

 5   occur in any given month, and so that actually is a

 6   lot of different implication on just the utility's

 7   planning and hedging.  Because if we're going out and

 8   executing hedges, for example, based on this curve,

 9   we're basically, you know, based off of this pattern,

10   we're locking in hedging losses as a result of

11   relying on that curve.

12             And I believe one of the DPU witnesses may

13   have touched on that, but I guess -- and also -- I

14   didn't do this analysis here -- but I've done

15   longer-term analyses for other utilities going back

16   as far to 2000, and it shows that this trend very

17   consistently increases with an upwards slope.

18             Now, in this case we asked for the longer

19   period of data, but PacifiCorp -- or we asked

20   PacifiCorp to provide whatever data that it believed

21   would be relevant in performing this analysis, and

22   this is the information that they provided.  But the

23   same trend is true if you view it over a longer

24   period, and, in fact, it's exacerbated further over a

25   longer period.
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 1        Q.   Just to be clear, Mr. Mullins, I think you

 2   testified to this fact, but I just want to confirm

 3   it, that the Company's, in the first 84 months of the

 4   official forward price curve, it's based on actual

 5   forward prices, meaning it's prices based on observed

 6   market transactions, not forecasts; correct?

 7        A.   PacifiCorp's forecast is based off of

 8   forward prices, and so, you know, it's one and the

 9   same, I guess.  Whether you're calling it a forecast

10   or forward prices, you come to the same result, and

11   you can conclude that the -- you can conclude that

12   PacifiCorp forecast is overstated or you could

13   conclude that the forward prices are overstated,

14   either way.

15             If you're viewing it from the

16   forward-prices perspective, basically what you would

17   be concluding is that there's actually, you know,

18   risk premiums embedded in those forward prices, and

19   so that means that in order to enter into one of

20   those forward contracts, the counter-party is going

21   to demand an extra amount above what they expect the

22   ultimate market price to be in order to lock in that

23   price over the long term.

24             And so, you know, really I think it's a

25   point kind of without distinction in this case,
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 1   whether, you know, you view this period to be forward

 2   prices or a forecast, because the forward prices are

 3   the forecast.

 4        MR. LOWNEY:  Thank you, Mr. Mullins.  I have no

 5   further questions.  And just before I end, I would

 6   just move to admit Cross-examination Exhibits 23, 24,

 7   25, 26, 27, 22, and 30.

 8        CHAIR LEVAR:  Okay.  I'll add one clarification

 9   to that motion, that the Cross-Exhibit 30 if it's

10   entered should only be reflected in the confidential

11   transcripts.

12        MR. LOWNEY:  Correct.

13        CHAIR LEVAR:  And should not be in the public

14   transcript.

15             Is there any objection to that motion?

16        MR. RUSSELL:  No.

17        CHAIR LEVAR:  Okay.  The motion is granted.

18    (RMP Cross-Exhibits 22, 23, 24, 25, 26, 27, and 30

19                      were received.)

20        CHAIR LEVAR:  Mr. Russell, do you have any

21   redirect?

22        MR. RUSSELL:  Have we finished with cross?  I

23   know the Company is done.  I don't know if we made it

24   all the way around the room.

25        CHAIR LEVAR:  I think I got to everyone for
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 1   cross.

 2        MR. RUSSELL:  I forgot.

 3        CHAIR LEVAR:  If I missed you, let me know right

 4   now, but I don't think I missed anybody.

 5        MR. RUSSELL:  I do have some redirect and it may

 6   well be that Mr. Baker also has some redirect, but

 7   I'll get through mine and we'll see where we are.

 8                    REDIRECT EXAMINATION

 9   BY MR. RUSSELL:

10        Q.   Mr. Mullins, do you recall counsel asking

11   you questions about -- I believe it was

12   Cross-Exhibit 22 -- relating to some comments you

13   made regarding pricing or prices for renewable energy

14   credits?

15        A.   Yes.

16        Q.   Okay.  And you indicated in your responses

17   to counsel's questions that your statement regarding

18   a price for renewable energy credits was a --

19   perhaps -- I don't want to put words in your mouth --

20   you can just explain to us what analysis you were

21   performing there and what for what purpose it was

22   provided.

23        A.   Right.  And so the $10 per megawatt hour

24   that I used there was really an illustrative value to

25   prove the point that I mentioned earlier that it's
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 1   much more cost effective for PGE to go out and

 2   acquire RECs rather than build a new resource.

 3             And, you know, the same doesn't apply in

 4   this case, and so, you know, from my perspective the

 5   reasonable way to view it is to assume there won't be

 6   a market for RECs, and so with that we agree with the

 7   Company's approach.

 8        Q.   Just to clarify that point, the Company has

 9   not assumed a value for RECs; is that correct?

10        A.   Correct.

11        Q.   And you agree that's a reasonable approach?

12        A.   Yes.

13        Q.   Okay.  Counsel also asked you a number of

14   questions about your use or your reflection of the

15   Company's 20-year analysis or economic analysis in

16   your testimony.  By using that 20-year analysis, are

17   you endorsing either the use of a 20-year time frame

18   or the numbers involved?

19        A.   No.  In my direct testimony I referred to

20   the 20-year period, but as I mentioned earlier, you

21   know, I didn't necessarily object to the assumptions

22   in the initial -- in the 20-year study in the initial

23   testimony, but once the PTC levelization and the

24   terminal value were changed in PacifiCorp's

25   supplemental testimony, there was a gap between, you
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 1   know, the nominal and the levelized, and so that's

 2   why I believe that, you know, nominal studies in

 3   PacifiCorp's supplemental direct testimony are more

 4   appropriate.

 5        Q.   I want to make it clear what you're

 6   referring to when you're talking about this gap

 7   between nominal and levelized.

 8             Do you want to address just that issue?  I

 9   can ask it to you question by question, but we might

10   get there more quickly if you just explain it.

11        A.   Yeah, and I guess I would -- when I

12   reviewed the supplemental testimony, it was apparent

13   to me that the economics between the nominal study

14   and the levelized study, they departed quite

15   dramatically.  And I don't have the numbers memorized

16   off the top of my head.

17             But, you know, as a result of -- and that

18   was primarily due to these levelization assumptions

19   that were used, and, you know, my expectation is that

20   if you were to use a levelized study, really the idea

21   is to -- should be fairly close to what the nominal

22   results are.  Present value to levelized should equal

23   or be about equal to the present value of the nominal

24   study, and we saw that, you know, diverge quite

25   substantially in the supplemental filing.
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 1        Q.   Okay.  I want to get to this point on the

 2   record, and so I'll try to just ask.  When you're

 3   talking about the levelized study and levelized

 4   treatment of tax credits, does that mean that those

 5   tax credits are given an equal value in every year of

 6   the term of the project?  Is that how that works?

 7        A.   Well, I think it gets into the way that

 8   those benefits get levelized to the resource costs,

 9   and so by including them nominally since they occur

10   in the study period, you know, you avoid the capital

11   costs beyond the end of the study period, but you're

12   including all of the PTC benefits within the study

13   period.

14             And so, you know, without considering the

15   costs beyond the end of the study period, it doesn't

16   make sense to include the levelized -- or the PTCs in

17   there on a nominal basis.

18        Q.   And just to be clear, the Company did

19   use -- or did the Company use a levelized basis for

20   tax credits in its IRP in its direct filing here?

21        A.   They did use a levelized approach to

22   production tax credits in their initial filing.

23        Q.   And it was -- I don't remember which round

24   of testimony it was, but they at some point switched

25   to using --
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 1        A.   Right.

 2        Q.   -- a nominal basis is for PTCs; is that --

 3        A.   Right.  And so my concern is they were

 4   mismatching nominal and levelized assumptions, and so

 5   from that perspective I didn't view the semi -- the

 6   quasi-levelized 20-year studies to be appropriate.

 7        MR. RUSSELL:  Okay.  I don't have any further

 8   redirect questions.

 9        CHAIR LEVAR:  Did that redirect prompt any

10   recross from any party?  Please indicate to me if it

11   did.  Anyone else besides Mr. Michel?  I'm not seeing

12   any indication?

13             Okay.  So, Mr. Michel, I'll allow you some

14   recross.

15        MR. MICHEL:  Thank you, Mr. Chairman.

16                    RECROSS-EXAMINATION

17   BY MR. MICHEL:

18        Q.   Mr. Mullins, counsel asked you about your

19   use of a $10 REC price.  Do you recall that?

20        A.   Yes.

21        Q.   And the reason REC prices currently are

22   priced so low is because there's currently a surplus

23   of RECs in the market.  Would you agree with that?

24        A.   Yes.

25        Q.   And the reason there is a surplus is
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 1   because many utilities are developing renewables for

 2   economic reasons without regards to RPS requirements;

 3   is that right?

 4        A.   I would agree that utilities are developing

 5   a lot of renewables, but it's not just limited to

 6   utilities.  There's a lot of independent power

 7   producers developing renewables.  There's a lot of

 8   individual consumers building rooftop solar, for

 9   example.

10             In fact, I think a few weeks ago there was

11   a new rule or requirement in California where all new

12   residential dwellings were required to have rooftop

13   solar installed.  And so it's not just limited to

14   utilities, and from my perspective, I'm expecting

15   that trend to increase or to -- into the future.

16        Q.   And you also anticipate that state RPS

17   requirements are going to be increasing over time?

18        A.   Absolutely.  On the West Coast there is

19   continual pressure to up those.  We've seen it in

20   Oregon.  There's -- I don't have the years memorized.

21   I think it's in 2040s where they transition to a

22   50 percent RPS, but what we're seeing is utilities

23   have already built so many renewables that they are

24   resource-sufficient for a very long time into the

25   future, and certainly that could change, but, you
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 1   know, my expectation is that it will be a long time

 2   before that might flip.

 3        MR. MICHEL:  That's all I have.  Thank you,

 4   Mr. Mullins.

 5        CHAIR LEVAR:  Thank you, Mr. Michel.

 6             Commissioner White, do you have any

 7   questions for Mr. Mullins?

 8        COMMISSIONER WHITE:  Yeah, just one question.

 9   You may have touched on this some in your summary,

10   but there's been a lot of discussion back and forth

11   about this transmission and its need and whether its

12   need is tied to the wind or, you know -- I guess

13   "chicken and egg" kind of thing.

14        BRAD MULLINS:  Right.

15        COMMISSIONER WHITE:  Is there any reason to

16   believe, based upon your expertise, that the

17   transmission line will not be needed in 2024?

18        BRAD MULLINS:  Well, so the way I've been kind

19   of looking at it -- and, you know, need I guess

20   that's also kind of a perspective kind of issue, but,

21   you know, what if we can avoid building the

22   transmission line is the way I'm thinking about it.

23   And, you know, if you look to -- at least to the

24   northwest, we've seen -- there are a lot of

25   transmission lines being planned, the
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 1   BPA I-5 Corridor project, for example, had been

 2   planned for many years, but utilities are finding

 3   ways to mitigate those transmission constraints

 4   without going through the very expensive process of

 5   building transmission.

 6             And so, you know, I can't speak to the

 7   assumptions that were put into the NTTG studies, for

 8   example, but what I can say is that, you know, we

 9   really should try to take efforts to try to avoid

10   these expensive transmission investments and looking

11   to non-wired solutions, for example, DSM and these

12   other options, to avoid expensive build-outs of the

13   transmission system.

14             So if you do it from that perspective, you

15   know, by not proceeding with the wind projects, we

16   can avoid the -- is that a confidential number?  The

17   costs of the transmission projects?

18        MS. MCDOWELL:  No.

19        BRAD MULLINS:  The 600 to $700 million

20   investment in the transmission system.

21        COMMISSIONER WHITE:  So if I'm hearing you

22   correctly, you're saying that if the line is needed

23   but they potentially could explore DSM to avoid the

24   need to build the line?

25        BRAD MULLINS:  Well, so, you know, I personally
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 1   don't think it's a needed investment.  I think we

 2   heard Mr. Hayet mention earlier that there's a lot

 3   of, you know, transmission segments included in that

 4   plan.  So the fact that it's included in the plan or

 5   not wouldn't -- doesn't necessarily mean that it will

 6   actually be built.

 7             And, you know, as we go forward, at least

 8   from my perspective, we should try to find ways to

 9   avoid building new transmission, and so by not

10   approving the wind projects and the transmission, we

11   can do that.

12             And given the fact that loads, at least in

13   Wyoming, are not increasing and we have these

14   opportunities for solar resources located much closer

15   to load, I think that's a reasonable thing to expect.

16        COMMISSIONER WHITE:  Thank you.  That's all

17   questions I have.

18        CHAIR LEVAR:  Commissioner Clark, do you have

19   any questions?

20        COMMISSIONER CLARK:  Mr. Mullins, you have some

21   testimony in your supplemental rebuttal that

22   addresses the solar RFP.  You're referring to the

23   2017S RFP --

24        BRAD MULLINS:  Correct.

25        COMMISSIONER CLARK:  -- that's been referred to
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 1   elsewhere in this docket?

 2        BRAD MULLINS:  Yes.

 3        COMMISSIONER CLARK:  And you represent that

 4   there were 1419 megawatts of measured nameplate

 5   capacity -- by the way I'm on page 20 of your --

 6        BRAD MULLINS:  Okay.

 7        COMMISSIONER CLARK:  -- supplemental rebuttal.

 8             What's your source for that number?

 9        BRAD MULLINS:  You know, I don't recall.  It may

10   have been the -- the solar IE report so -- and I

11   obviously don't have a cite there, but that was, I

12   guess, based off my understanding that was the number

13   that I understood.

14        COMMISSIONER CLARK:  Later on that page you

15   compare the nominal benefit of the combined

16   projects -- by that I mean the wind projects under a

17   medium gas/medium CO2 scenario -- from Mr. Link's

18   testimony, identified as $166 million and some

19   change, I'll call it.  That's a lot of change for me,

20   but roughly $166 million.

21             And then you state that the modeling of the

22   final shortlist for the solar RFP produced a nominal

23   revenue requirement benefit of $424 million and some

24   additional, in the same medium case -- medium

25   gas/medium CO2 case.  So what's the source of that
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 1   number?

 2        BRAD MULLINS:  So that is from the work papers

 3   provided in Mr. Link's -- I want to say it was the

 4   corrected -- you know, I forget the names of all the

 5   filings, but it's the corrected February filing, so

 6   there was sort of an initial filing and then there

 7   was some minor corrections to that.  It was

 8   February -- maybe February 23rd or something.

 9        COMMISSIONER CLARK:  February 23, 2018 is what I

10   show for that.

11        BRAD MULLINS:  Right.  And there were work

12   papers provided along with that, and in those work

13   papers there were annual revenue requirements for

14   both the combined projects viewed in isolation, for

15   the solar projects viewed in isolation, and for the

16   solar and wind projects combined.

17             And so if you compared the annual -- the

18   present value of those annual revenue requirements of

19   the wind -- wind projects to the solar projects, it

20   was -- on a nominal basis, it was very apparent that

21   the solar projects were, as I say here, 2.5 times --

22   they produced 2.5 times greater net benefits to

23   ratepayers.

24        COMMISSIONER CLARK:  On the next page you

25   present a benefits number of 216 million-plus that is
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 1   associated with the solar RFP also but derived using

 2   the zero carbon price-policy scenario and the low

 3   gas --

 4        BRAD MULLINS:  Right.

 5        COMMISSIONER CLARK:  -- assumption.  Is the

 6   source of that number the same as --

 7        BRAD MULLINS:  Yes, yes.  And so there were --

 8   for the wind projects there were revenue requirements

 9   listed for all of the cases, but for the solar

10   projects, if I am remembering correctly, there were

11   only -- the revenue requirements were only reported

12   for a medium gas/medium CO2 scenario and for a

13   low gas/zero CO2 scenario.

14             So we didn't look at, I guess, the flip

15   side, you know, the high gas scenarios with respect

16   to solar, and that's why in this case I selected the

17   zero carbon absent -- I would normally select the

18   medium carbon in that -- if I were to do this

19   scenario -- or this analysis.  Excuse me.

20        COMMISSIONER CLARK:  Those are all my questions.

21   Thank you.

22        CHAIR LEVAR:  Thank you.  I think I just have

23   one more.

24             You criticized some of the utility's

25   modeling with respect to the EIM and how that might
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 1   affect the benefit of these projects.  A little more

 2   broadly than that, if we assume a future that has

 3   increased regionalization across the West to some

 4   extent in some form, is there a way to say generally

 5   whether that has a positive or a negative impact on

 6   the benefits to ratepayers of these combined

 7   projects?

 8        BRAD MULLINS:  I think that's actually a good

 9   question, and I think that, you know, I was -- I'm

10   struggling with that, and I view it to be a rather

11   large -- large risk.  You know, when we're going

12   through the whole CAISO process, looking at the

13   regional expansion of the CAISO, one of the issues

14   was how transmission costs get spread amongst all of

15   the participants.

16             And so, you know, if you were to -- right.

17   So that could have some impacts, so potentially if

18   you had -- that could spread the costs of the

19   transmission projects even further if those get

20   regionalized or -- but in the flip side, if you adopt

21   sort of a single transmission rate for the whole

22   region, you would be picking up the high cost of

23   California transmission.

24             And then the other issue is how the --

25   besides the transmission, how does the generation get
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 1   treated in the market, and so, you know, it would

 2   actually probably relate a lot to how the MSP

 3   develops going forward as well.  But, you know, in

 4   the market, basically what happens is the generation

 5   gets priced at whatever the nominal price is at any

 6   given point, and you also have the loads that get

 7   assigned a separate price.

 8             PacifiCorp system, it's all one big system,

 9   so it's the same price for generation as it is for

10   loads, but in the market you could have situations

11   where the costs at the generator is different than

12   the -- or the price at the generator is different

13   than at loads, and so whether -- depending on whether

14   that's a positive or negative spread, that will

15   affect the overall economics.

16             Now, what we've seen in Wyoming is that

17   there has been congestion -- at least in the EIM

18   there's been congestion, and those locational prices

19   have been quite low in Wyoming.  And so if you were

20   to take that example and sort of move it into a

21   regionalization, you would be marking the generation

22   from these resources at a pretty low price, but then

23   the load that's being used to serve -- or the --

24   yeah, the load that those resources are being used to

25   serve would be assigned a higher price.  And so based
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 1   off of that, it wouldn't produce the same economics

 2   here.  It would be less favorable.

 3             And the same is true in like a subscription

 4   framework, for example.  So if these are subscribed

 5   resources, then Utah's load will pay the Utah price

 6   but the generation will receive the Wyoming price,

 7   and if that price is lower, then that will harm Utah.

 8             And so, you know, that's one of the reasons

 9   for my -- at least from my perspective, you know, as

10   we're planning going forward, it makes a lot of sense

11   to be building resources close to your loads because

12   then the resources and the loads are assigned about

13   the same price.  You don't have that potential for

14   diversion between the resources -- the value of the

15   resources and value of loads.

16             So that's a long-winded answer, but

17   generally speaking, we view that to be a large risk,

18   and I don't know the precise way that it goes, but it

19   does have a lot of potential to diminish the value of

20   the projects.

21        CHAIR LEVAR:  Thank you.  I appreciate that

22   answer.  I don't have any other questions.  So thank

23   you for your testimony today.

24        BRAD MULLINS:  Thank you.

25        CHAIR LEVAR:  Anything else from UAE or UIEC?
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 1        MR. RUSSELL:  No, I don't believe.  So

 2   Mr. Mullins has very much enjoyed his time, but I

 3   think he probably would like to leave.  Is there any

 4   objection to Mr. Mullins being excused?

 5        CHAIR LEVAR:  Let me ask if any party or

 6   commissioner has any reason otherwise -- I'm not

 7   seeing any, so thank you for spending the last few

 8   days with us, Mr. Mullins.

 9        BRAD MULLINS:  I appreciate it.

10        CHAIR LEVAR:  So nothing else further from UAE

11   or UIEC?

12        MR. RUSSELL:  That's correct, Mr. Chairman.

13        CHAIR LEVAR:  I've had an issue brought to my

14   attention that we probably need to make an

15   improvement in the record.  A couple of days ago when

16   you entered Mr. Teply's testimony and exhibits for

17   the record, you referred to the highly confidential

18   exhibits that were stricken out on your exhibit list.

19             And you started to read those and I

20   suggested you didn't need to bother reading the ones

21   that were stricken out because we all had this in

22   front of us, but this exhibit list is not in the

23   record.

24             So we don't have anything on the record

25   that shows which of these exhibits were not entered.
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 1   I can see two options.  We can either redo your

 2   motion and read those into the record or we can enter

 3   this exhibit list into the record, whichever you

 4   prefer.

 5        MR. LOWNEY:  Either one is fine.  I will note

 6   there's only five exhibits that are stricken, so it

 7   won't take very long to walk through them orally.

 8   I'm fine if it's logically easier to just enter the

 9   exhibit list, whatever your preference is.

10        CHAIR LEVAR:  Why don't we redo the motion to

11   enter Mr. Teply's testimony and exhibits into the

12   record and then we'll have it in the transcript.

13        MR. LOWNEY:  I would move to introduce

14   Mr. Teply's testimony and exhibits into the record,

15   that would be his direct testimony, his supplemental

16   direct and rebuttal testimony, his second

17   supplemental direct testimony, and his surrebuttal

18   testimony along with all of the exhibits with the

19   exceptions of the following five exhibits, which we

20   are not moving into the record.

21             Those would be exhibits numbered CAT 1-1,

22   CAT 1-7, and those were both part of Mr. Teply's --

23   in support of Mr. Teply's direct testimony.  And then

24   CAT 3-1, CAT 3-2, and CAT 3-7.  And those were,

25   actually, also in support of Mr. Teply's direct
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 1   testimony.

 2        CHAIR LEVAR:  Okay.  If there's any option to

 3   this modified motion, please indicate to me.  I'm not

 4   seeing any, so thank you, the motion is granted.

 5        MR. LOWNEY:  Thank you.

 6   (Prefiled Testimony and Exhibits of C. Teply

 7   were received with exception of CAT 1-1 CAT 1-7, CAT

 8                3-1, CAT 3-2, and CAT 3-7.)

 9        CHAIR LEVAR:  And I'm sorry for creating that

10   problem for us.

11             Anything else before we move to closing

12   statements?

13        MS. SCHMID:  Yes.

14        CHAIR LEVAR:  Mr. Schmid.

15        MS. SCHMID:  In light of the hour, with the

16   two-hour closing statement window the Commission

17   offered, we're going to be going into the afternoon

18   anyway.

19        CHAIR LEVAR:  Yes.

20        MS. SCHMID:  I would like to suggest we have a

21   slightly longer than normal lunch break and resume at

22   perhaps 1:00.

23        CHAIR LEVAR:  Is there any objection to that

24   from anyone in the room?

25        MR. MICHEL:  Mr. Chair, if that's what the
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 1   Commission desires, we can certainly accommodate

 2   that.  I do have a flight at 3:00 and would need to

 3   leave by 2:00, and I was planning to be the one that

 4   would present our closing arguments, so to the extent

 5   we could get done by 2:00, that would be preferable

 6   from our standpoint, but we can accommodate whatever

 7   the Commission desires.

 8        CHAIR LEVAR:  Is there any reason we couldn't

 9   take WRA closing statements now?  Is there any reason

10   we need to go in any particular order?  Would anybody

11   feel prejudiced by doing Mr. Michel's closing

12   statement now before we break.

13        MR. MICHEL:  I think we'd feel prejudiced, but

14   we can do that.  We're happy to do that, certainly.

15   That would be fine.  Or if we could go first after

16   lunch that would work as well.

17        CHAIR LEVAR:  Preference for either of those

18   outcomes?  Which would you prefer?

19        MS. MCDOWELL:  Maybe just to give you a little

20   bit of context --

21        CHAIR LEVAR:  Sure.

22        MS. MCDOWELL:  -- on how we've decided to

23   allocate the time.  I believe that the parties have

24   agreed that the Company would take 40 minutes and the

25   other three interveners would take 20, and I
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 1   believe --

 2        CHAIR LEVAR:  Between the three.  Okay.

 3        MS. MCDOWELL:  Yeah, and I think what we had

 4   decided tentatively that the Company would have an

 5   opening -- the opening aspect of its closing argument

 6   would be 20 to 25 minutes and then another

 7   three parties would go to supplement what we were --

 8   what we had argued, and then we would save the

 9   remainder of our time, 15 or 20 minutes for rebuttal

10   so --

11        CHAIR LEVAR:  Sure.

12        MS. MCDOWELL:  I think what is being articulated

13   to you is it would be most natural for them to go

14   after our statement which would then -- our argument

15   which would then frame the argument probably for

16   them.

17        CHAIR LEVAR:  As long as we finish by 2:00 are

18   you --

19        MR. MICHEL:  Yes, that would be fine.

20        CHAIR LEVAR:  Although questioning from us for

21   yours -- if we break until 1:00 questioning from us

22   after your opening statement might push us close on

23   yours, so with all those caveats -- we only have a

24   couple of options.  We can go out of order or we can

25   come back at 1:00 and hopefully get through him in
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 1   time to get his flight.

 2        MS. SCHMID:  Alternatively, perhaps we could

 3   come back at 12:30.

 4        CHAIR LEVAR:  Okay.  Any objection to breaking

 5   until 12:30?

 6        MR. MICHEL:  That would be helpful.  Thank you.

 7        CHAIR LEVAR:  Okay.  Why don't we adjourn until

 8   12:30.  Not adjourn.  Recess until 12:30.

 9                (A lunch break was taken.)

10        (Start of recording supplement to page 122)

11        CHAIR LEVAR:  Okay.  We're back for closing

12   statements in Public Service Commission

13   Docket 17-035-40, Application of Rocky Mountain Power

14   for Approval of a Significant Energy Resource

15   Decision and Voluntary Request for Approval of

16   Resource Decision.

17             So I think the first closing statement was

18   going to be by Rocky Mountain Power.

19        MS. MCDOWELL:  Thank you.

20        CHAIR LEVAR:  You had agreed for a total of

21   40 minutes where you were going to reserve ten for

22   rebuttal or 20 for rebuttal.

23        MS. MCDOWELL:  Yeah.  My goal will be 15 to 20

24   but probably --

25        CHAIR LEVAR:  Okay.
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 1        MS. MCDOWELL:  -- 15 is what we'll shoot for and

 2   we'll just see how it rolls.

 3        CHAIR LEVAR:  Okay.

 4        MS. MCDOWELL:  So let me just say good afternoon

 5   and thank you.  I want to thank you both for managing

 6   this procedurally complex case during the last year

 7   and for presiding over a very important hearing this

 8   week.  We are grateful.  And I also want to thank you

 9   for the opportunity to provide a closing argument

10   today in support of Company's request.

11             We are here because the Company is

12   convinced and believes we have demonstrated through

13   this proceeding that the combined projects will

14   provide significant net benefits to Utah customers

15   including 1.2 billion in production tax credits,

16   additional capacity, and reduced market reliance,

17   zero-fuel-cost energy, and improved system

18   reliability.

19             The Company's request for resource approval

20   is under Part 3 of Title 54 Chapter 17 for the

21   Cedar Springs Ekola Flats and TB Flats wind projects

22   and under Part 4 for the 140-mile 500 kV Aeolus-to

23   Bridger/Anticline transmission line and network

24   upgrades.

25             Bringing the requirements of parts 3 and 4
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 1   together, the Commission must find, first, that the

 2   wind projects were acquired in compliance with the

 3   solicitation process approved by the Commission; and,

 4   two, that the combined projects are in the public

 5   interest, taking into consideration the six factors

 6   specified in Utah Section 54-17-302(3)(c) and

 7   54-17-402 (3)(b).

 8             Those same six factors are matched in the

 9   solicitation statute, so in each of the three

10   operative statutes, we have the six specified

11   factors, which I'll go through in my arguments today.

12             Now, it's important to note that with

13   respect to the public interest standard, the statute

14   does not dictate how the Commission should weigh

15   those specified factors or otherwise restrict the

16   Commission's discretion in determining whether the

17   public interest standard is specified.

18             This is consistent with the Commission's

19   overall framework in which it operates.  Courts have

20   recognized that the Commission is charged with the

21   responsibility of regulating utilities in the public

22   interest and has considerable latitude in how it

23   carries out that responsibility.

24             And the cite for that in case you want to

25   check it, it's White River Shale Oil Corp versus
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 1   Public Service Commission, 700 Pacific 2d 1088 1985.

 2             So, in other words, while the Commission

 3   must consider the evidence related to each factor and

 4   state its findings, it is not required to give any

 5   factor any particular weight.  The Commission looks

 6   at that on a case-by-case basis.

 7             So let me move to the first requirement and

 8   whether or not the wind projects were acquired in

 9   compliance with an approved RFP, and the answer is

10   yes, they were.  The Commission approved the

11   2017R RFP in Docket 17-035-23 in its September 22,

12   2017 Order.  As a result of that Order, an IE was

13   appointed to monitor the solicitation, and we all

14   heard the findings of the IE over the last few days.

15             The IE found that the RFP was robust.

16   There were 72 bids, and the amount exceeded the

17   capacity requested by a ratio of 5.5 to 1.  The IE

18   found that PacifiCorp conformed to the requirements

19   of the solicitation rules.  The IE found that the

20   final portfolio was in the public interest and that

21   the wind projects will result in significant savings

22   to customers.

23             The Division in Mr. Peterson's testimony

24   supported these findings, notably including the IE's

25   determination that the solicitation was in the public
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 1   interest.

 2             Now, the Commission's RFP approval order

 3   suggested but did not require a modification to the

 4   RFP to add solar resources to the solicitation.  To

 5   respond, the Company conducted a separate but

 6   concurrent solar RFP and then evaluated both wind and

 7   solar resources as if offered under a single RFP.

 8             When the bid selection model, which is the

 9   system optimizer, or SO model -- that's our portfolio

10   model -- was able to select from both the wind and

11   solar bids, it did not select solar over wind.

12   Instead it chose both.  In other words, it saw that

13   there were benefits of wind and benefits of solar,

14   but together there were the greatest benefits.

15             And this demonstrates that the Company's

16   strategy of moving forward sequentially, first with

17   wind and then later moving to solar, is the

18   lowest-cost resource choice for customers.

19             As both Ms. Crane and Mr. Link testified,

20   the Company is currently engaged in discussions with

21   solar developers following up on opportunities that

22   were identified in the solar RFP.

23             Now, while there has been some discussion

24   in this hearing about whether the Company should have

25   conducted an all-source RFP, the Company's IRP
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 1   portfolio modeling -- again, done under its SO

 2   model -- made clear that wind was the most

 3   cost-effective resource choice available.

 4             We have addressed and tested how solar

 5   resources compare, and no party has provided any

 6   evidence that any other resource choice would have

 7   been cost effective.  In this context, especially

 8   given the time limited opportunity involved, a

 9   targeted solicitation like the one the Company

10   conducted was reasonable.

11             Now, let me move to the second requirement

12   which is whether or not the combined projects are in

13   the public interest, taking into account the

14   six specified factors in the statute.  And I should

15   say "statutes" because we're operating under both the

16   voluntary resource statute and the significant energy

17   resource decision statute.

18             Since they have the same factors, I'm going

19   to go through them together for both sets of

20   resources.  So, first, the evidence shows that the

21   combined projects will most likely result in the

22   acquisition, production, and delivery of electricity

23   at the lowest reasonable cost to Utah retail

24   customers.

25             Like the repowering case, the totality of
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 1   our modeling or all of the modeling supports the

 2   finding that the combined projects will most likely

 3   result in net customer benefits.  The Company's

 4   economic analysis measured customer benefits under

 5   nine different price-policy scenarios through 2036

 6   and 2050, the same price-policy scenarios used in the

 7   repowering case.

 8             The 18 scenarios presented, the combined

 9   projects showed net customer benefits in 16 of

10   18 scenarios, using the base case assumptions, the

11   net benefits of the combined projects are 338 million

12   when assessed through 2036, and they are 174 million

13   when assessed through 2050.

14             Now, as you've heard, particularly from

15   Mr. Link, these projected net benefits are

16   conservative and leave significant upside benefits.

17   The modeling, first of all, does not include the

18   300 million net present value cost of building the

19   Aeolus-to Bridger/Anticline transmission line in the

20   base case.  There is a near term need for this line,

21   which I'll discuss when we get to the reliability

22   factor.

23             Considering these costs, the 300 million

24   MPV costs in the base case would result in

25   substantial net benefits in any of the sensitivities
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 1   and also demonstrates substantial additional value

 2   for wind as compared to the solar resources which

 3   would be developed independent of that transmission

 4   line.

 5             Other conservative assumptions in the

 6   Company's analysis include un-modeled transfer

 7   capability.  I think that's about a 27 percent

 8   increase in transfer capability that ultimately came

 9   out of our latest assessments, which was not

10   incorporated in our net benefits analysis; O&M

11   savings resulting from the use of larger turbine

12   blades at a couple of the projects; REC values, same

13   factors that you looked at in the repowering case;

14   and understated CO2 assumptions.

15             So moving on to the second factor, which

16   is -- basically the impact of the resource decision

17   in both a short- and long-term view.  We've

18   interpreted that factor is really what is the impact

19   on customers?  The Company has, you know, measured

20   those impacts through forecasts that look at a range

21   of time horizons, both short- and long-term.

22             Over the 30-year life of the wind projects,

23   we've demonstrated that the time combined projects

24   are expected to generate net customer benefits in 24

25   of the 30 years.  And you've also heard evidence that
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 1   in the first full year of operation, the Company

 2   expects rate impacts of about 1.4 percent with an

 3   expectation of declining rate impacts thereafter.

 4             So turning to the third factor, which is a

 5   factor that just states risk, I think you can look at

 6   it from both sides, the risk of foregoing the project

 7   and the risk of going forward.  In our opinion, the

 8   risks of foregoing of the combined project are

 9   greater than the risks of approval of the project.

10             A do-nothing strategy increases the

11   Company's reliance on the market, which is

12   problematic as you move into -- I think as we're

13   looking forward to a period of retirement of numerous

14   plants, it increases the carbon intensity of

15   PacifiCorp's system and includes the very real and

16   substantial risk that customers will bear the cost of

17   needed transmission infrastructure without the

18   benefit of PTC-eligible wind resources to subsidize

19   that line.

20             On the risk side, the risks of going

21   forward, you've heard evidence that the Company has

22   worked hard to manage the project risks and has

23   assumed the risks within its control, particularly

24   the critical risk of PTC qualification.

25             You've also heard that the installed
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 1   capacity for the wind projects has decreased

 2   significantly from the proxy projects we began with.

 3   We market tested those wind projects and the costs

 4   have come down substantially over the course of this

 5   case.

 6             The risk of delay beyond 2020 has also

 7   decreased.  Through the Wyoming CPCN process, the

 8   Company has resolved key rights-of-way issues with

 9   approximately 50 percent of the largest landowners

10   affected by the combined projects, clearly the way

11   for the Company to meet its project schedule and

12   budget for obtaining its rights-of-way.

13             The Company has also agreed to negotiate a

14   mechanical availability guarantee at the market

15   standard, which is 97 percent, in any third-party

16   maintenance agreements, ensuring that the wind

17   projects will be available to perform as forecast.

18             Now, the fourth and fifth statutory

19   factors, which is whether the combined projects will

20   enhance system reliability and whether they will have

21   any impact on the Company's financial status, neither

22   of those factors have really been disputed by any

23   party.  With respect to enhanced reliability, it's

24   clear that the Bridger -- Aeolus line is in the

25   Company's long-term transmission plan.  There's no
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 1   dispute about that.

 2             It also provides critical voltage support

 3   and additional operational flexibility for the

 4   system, allowing the Company to avoid reliability

 5   issues, not to wait until they happen, but to

 6   actively, proactively work to avoid those issues on

 7   its system.

 8             And to be clear, the congestion on the

 9   transmission system will persist without the new line

10   even if there is no additional wind and even after

11   the Dave Johnston plant retires.  Without the new

12   line, the existing generation would still exceed the

13   existing transmission capacity even after

14   Dave Johnston retires.

15             Now, there is a last catchall factor which

16   is basically any factor that the Commission

17   determines is relevant and important to its

18   consideration.  It seems like under that factor is

19   where the parties have suggested that the Commission

20   needs to look at the need requirement.  The need

21   requirement is not specified in the factor but

22   certainly -- in the factors, but certainly is an

23   issue the parties have addressed.  So presumably that

24   is where the parties are suggesting you take a look

25   at it.
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 1             And I want to just make clear that we

 2   believe the evidence demonstrates clearly that there

 3   is a capacity need.  The most recent IRP load

 4   forecast and resource balance shows an immediate

 5   capacity shortfall, nearly 600 megawatts in 2021

 6   rising to over 3,000 megawatts by 2036.

 7             Now, folks have said a lot of things about

 8   need, but nobody has disputed those numbers which are

 9   the most recent numbers coming out of the IRP update

10   that was just filed.  Those numbers are also the

11   numbers that are reflected in the Company's economic

12   analysis.  The load and resource balance, that is,

13   you know, a part of the IRP update is also a part of

14   the Company's updated economic analysis.

15             You've also heard that the capacity

16   contribution of the proposed new wind projects is

17   just over 180 megawatts, which is well below the

18   projected near-term and long-term need.  It would be

19   contrary to basic least-cost principles and IRP

20   standards and guidelines to reject the combined

21   projects as unneeded when they are more economic than

22   market purchases or front office transactions.

23             Now, because the combined projects are in

24   the public interest and meet each of the factors

25   required for approval under the applicable statutes,
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 1   the Commission should reject the parties' proposals

 2   for conditions on approval including a hard cost cap.

 3             Basically there are several proposals being

 4   made by the parties that the Company be capped at its

 5   current estimated costs of construction.  We believe

 6   that to condition approval on a hard cap is contrary

 7   to the statute inasmuch as it would prospectively and

 8   arbitrarily preclude the Commission's ability to

 9   review costs later that may be prudently incurred.

10             We also believe that the resource approval

11   statutes provide appropriate procedures for the

12   Commission to closely scrutinize the Company's

13   performance in implementing these projects, making

14   such conditions unnecessary.

15             So in summary, the evidence provided by the

16   Company demonstrates the combined projects are in the

17   public interest and meet each of the specified

18   statutory requirements.  The combined projects are

19   most likely to lower customer costs, have a

20   beneficial near- and long-term customer impact, are

21   lower risk than a do-nothing resource strategy across

22   a broad range of potential future market and system

23   conditions.

24             So for the future energy needs of Utah

25   customers, the Company respectfully requests that the
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 1   Commission approve its request for resource approval

 2   in this docket.  Thank you.

 3        CHAIR LEVAR:  Okay.  Thank you.  We appreciate

 4   that statement.

 5             Commissioner White, do you have any

 6   questions for her?  And if we're tracking time, you

 7   used about 16 minutes.

 8        MS. MCDOWELL:  Okay.

 9        COMMISSIONER WHITE:  I have no questions right

10   now.  Thanks.

11        CHAIR LEVAR:  Commissioner Clark?

12        COMMISSIONER CLARK:  No questions.  Thank you.

13        MS. MCDOWELL:  Thank you.

14        CHAIR LEVAR:  I have a few.  You discussed

15   capacity need as falling under the catchall "other

16   factors to consider."  Is there any argument that

17   capacity need relates to the first factor, whether

18   it's -- whether solicitation will most likely in the

19   acquisition, production, and delivery of electricity

20   at lowest reasonable cost to retail customers?

21   Doesn't capacity need relate to other electricity

22   that might be available through front office

23   transactions and which will be the low -- which

24   option will provide the lowest cost to retail

25   customers?

0115

 1        MS. MCDOWELL:  You know, I suppose it could.

 2   You know, in looking over the parties' filings in

 3   both this case and the repowering docket where

 4   similar issues were made, it seemed like folks were

 5   suggesting it was under the other factors -- the

 6   other considerations factor.  But -- and really, as

 7   the Commission -- in the cases I've looked at where

 8   you're looking at that -- low-cost factor I think is

 9   what people call it -- you know, my interpretation of

10   the orders has really been that that is the factor

11   where the Commission looks at the net benefits; it

12   looks at the economic issues.

13             So while I think some people have suggested

14   you have to compare every resource, I think the

15   Commission has reasonably construed that low-cost

16   factor to really be the factor that asks the

17   Commission to scrutinize the economic analysis and

18   determine if there's net benefits, determine if it's

19   a cost-effective resource.

20             And the Commission appears to, you know,

21   have looked at a variety of considerations in making

22   that determination, certainly capacity need could be

23   one of those.

24        CHAIR LEVAR:  Okay.  Thank you.  A couple more

25   questions -- and please don't read anything into
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 1   these questions, but I think we just want to develop

 2   the record of options in front of us.

 3             If the Commission were to decline to

 4   approve the application, what would you view as being

 5   the regulatory status of sunk costs that were

 6   expended to meet the Safe Harbor 2016 requirements?

 7        MS. MCDOWELL:  You know, I would need to

 8   research that issue.  I know there is a provision in

 9   the statute around benchmark -- recovery of benchmark

10   resources and, you know, I just -- I think there are

11   some particular statutory provisions that might

12   apply.  So that is a question I can't just give you

13   an answer to without taking a closer look at it.  I

14   guess I haven't like tried to go to that scenario

15   so --

16        CHAIR LEVAR:  Understandably, yeah.

17        MS. MCDOWELL:  Trying to be optimistic here.

18        CHAIR LEVAR:  You haven't provided us those

19   options in your case.

20        MS. MCDOWELL:  No, no.  I'm trying not to think

21   about that.

22        CHAIR LEVAR:  Well, I have one more question

23   along that same line.  Again, you may not be ready to

24   answer right at this moment.  Part five of the

25   chapter we're dealing with has a waiver option.  If
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 1   we issued a decision denying the application, in your

 2   view is the waiver option still applicable or is it

 3   only applicable in lieu of what the Utility's already

 4   done?

 5        MS. MCDOWELL:  Are you saying do you have the

 6   option of denying the application but allowing a

 7   waiver?  Is that the question?

 8        CHAIR LEVAR:  I think that's essentially what

 9   I'm asking although I think waiver statute has some

10   required steps that haven't occurred in this docket,

11   at least arguably, but that's roughly the question

12   I'm asking.

13        MS. MCDOWELL:  Well, let me just say this:  For

14   the wind projects, which are a significant energy

15   resource decision, for the Company to move forward it

16   would require a waiver if you deny the resource

17   application.  So, you know, my sense is that the

18   record we've developed here would probably be

19   sufficient to meet the requirements of the waiver

20   statute.  I mean we would have to go through and look

21   to see whether there was any additional process that

22   would be required, but, you know, certainly if your

23   intention is to allow the project to go forward but

24   reserve judgment on them, then that would require a

25   waiver for the wind projects.  The Company couldn't
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 1   move forward without them.

 2        CHAIR LEVAR:  Okay.  Thank you.  I appreciate

 3   those answers.  I think those are all my questions,

 4   so with that we go to Mr. Michel next.

 5        MR. MICHEL:  Thank you.  And good afternoon,

 6   Chairman LeVar, Commissioner White, Commissioner

 7   Clark.  I want to thank you, again, for shortening

 8   the lunch hour a bit to accommodate my travel, and

 9   thank you for providing the opportunity for us to

10   present closing arguments.

11             As you heard from Ms. Kelly yesterday, WRA

12   supports approval of the combined projects.  We

13   believe the projects are in the public interest to

14   meet the statutory requirements of the Utah Code

15   Sections 54-17-302 and -402.  The statutory scheme in

16   Utah allows the Commission to approve the projects if

17   they are in the public interest after considering a

18   set of enumerated factors.

19             With regard to those factors, WRA and other

20   parties have presented evidence that the projects

21   result in utility services at the lowest reasonable

22   cost to customers, that they reduce risk and

23   uncertainty, provide short- and long-term benefits,

24   enhance system reliability, and provide the Company

25   an opportunity to earn a return on invested capital.
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 1             In addition, development of the combined

 2   projects is environmentally responsible and -- quote,

 3   will promote the safety, health, comfort, and

 4   convenience of the public -- consistent with Utah

 5   Code 54-3-1.

 6             The hearings over the past few days have

 7   shown a need for the combined projects.  They would

 8   reduce risk, reduce PacifiCorp's capacity shortfall,

 9   and are very likely to reduce system costs and

10   provide customer savings.  On the other hand, denial

11   of the projects and foregoing the associated

12   production tax credits will most likely result in

13   higher costs and risks for PacifiCorp customers.

14             While some have argued that the combined

15   projects provide little capacity value to

16   PacifiCorp's system -- and that is true -- the

17   projects nevertheless are the least-cost means by

18   which to provide 180 megawatts of capacity.  In fact,

19   because the PTC opportunity -- because of the PTC

20   that now exists, the projects will very likely

21   provide that capacity while at the same time saving

22   customers money.  This is a much better alternative

23   than continued reliance on front office transactions

24   with their inherent costs and risks.

25             But at the end of the day, the Division's
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 1   witness Mr. Peaco testified that if the Commission

 2   found that the projects were likely or would lower

 3   costs and risks, then they should be approved.

 4   Another of the arguments you have heard is that

 5   development of solar resource be pursued instead.

 6   That is a false choice.

 7             If both types of resources are beneficial,

 8   they should both be developed.  In fact, as Ms. Kelly

 9   testified, solar and wind resources can compliment

10   each other with their production profiles, meaning

11   that their combined system benefits can be more than

12   additive if the two projects are both developed.

13   Because of the PTC timing and limitations, however,

14   the wind project is before you first.

15             With regard to the specific savings that

16   the projects can provide, the wind projects will

17   displace more costly and risky fossil fuel energy.

18   PacifiCorp's evidence in this regard is, in our view,

19   conservative, and we believe the cost and risk

20   benefits of the project are in fact significantly

21   more than the Company portrays.

22             PacifiCorp's natural gas price forecasts

23   are lower than those of other vendors, which

24   understates the benefits of the projects.  To assume

25   that as the project opponents have, that because

0121

 1   natural gas prices have been recently trending

 2   downward -- they will continue to do so -- ignores

 3   that today's prices are at historic lows and can go

 4   up much more than they can go down.

 5             It also ignores, as Ms. Kelly's analysis

 6   found, that most recent Henry Hub gas prices show an

 7   upward trend.  The overly optimistic notion that

 8   natural gas prices will remain very low over the next

 9   20 to 30 years ignores history and the volatile

10   nature of that industry.

11             Similarly, the Company's projections of CO2

12   costs are overly conservative.  Reliance on a

13   scenario with zero economic costs for CO2 over the

14   next 30 years is simply not realistic.

15             Mr. Chairman, would you like me to pause a

16   second and allow the court reporter to --

17        CHAIR LEVAR:  You know, we're going to have to

18   rely on the recording, so why don't you just go ahead

19   and continue.

20        MR. MICHEL:  Okay.  Thank you.  So similarly the

21   Company's CO2 project costs we believe are overly

22   conservative.  Reliance on a scenario with zero

23   economic cost for CO2 over the next 30 years is

24   simply not realistic.

25                 (end of audio supplement)
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 1        MR. MICHEL:  Despite the current inaction on CO2

 2   regulation at the federal level, the rest of the

 3   world in much of PacifiCorp's service area has moved

 4   or is moving towards regulating carbon dioxide.  Utah

 5   customers cannot be isolated from this trend,

 6   particularly given today's regional electricity

 7   markets.

 8             It would be imprudent to ignore the risk

 9   and likelihood of a future with a price on carbon.

10   As Ms. Kelly testified, even PacifiCorp's medium and

11   high carbon dioxide cases are below the lowest

12   estimates of future carbon costs provide by other

13   industry sources.

14             The conservative nature of PacifiCorp's

15   economic analysis in the project is deepened by the

16   Company's use of deflated 2012 dollars to measure

17   carbon costs, its exclusion of revenues from

18   potential REC sales, and its exclusion of potential

19   benefits from the sale of credits similar to ERCs and

20   EPA's now-stalled Clean Power Plan.  While, of

21   course, these benefits are speculative, they are

22   important nevertheless to consider as part of the

23   overall evaluation of the projects' economics and

24   risks.

25             But even if one ignores these benefits,
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 1   uses a uniform levelized or nominal approach to both

 2   PTC benefits and capital costs, as the Office

 3   suggests, and removes the unrealistic zero CO2 cost

 4   assumption that even the Office's witness disallowed,

 5   the combine projects nevertheless provide economic

 6   benefits to PacifiCorp customers in five of six

 7   price-policy scenarios, whether evaluated through

 8   2036 or 2050.

 9             Or looked at another way, a denial of the

10   projects would harm PacifiCorp's customers in every

11   scenario except the one that assumes perpetually low

12   gas prices and minimal carbon regulation for the next

13   30 years.  Denial of the projects is not a good bet.

14             Perhaps most significant in assessing the

15   merits of the projects is a hedging value that they

16   provide.  As Ms. Kelly testified, this benefit was

17   not fully captured by either PacifiCorp's stochastic

18   analysis or by its scenario analysis.

19             The hedging value is a key attribute of the

20   projects that by itself could far outweigh the other

21   substantial benefits.  Robust resources provide

22   hedging value because they avoid unexpected,

23   high-priced events and the shock of changing planning

24   environments.  The combined projects hedge against

25   the potential for tightening wholesale power markets,
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 1   fluctuating and volatile prices in the natural gas

 2   market, the likely imposition of carbon regulation.

 3             As such, they're a resource that is

 4   well-suited to mitigate the impacts of events and

 5   circumstances that the electricity industry may face

 6   in the future.

 7             Finally, one cannot ignore that foregoing

 8   these projects also foregoes the opportunities to

 9   strengthen the transmission system at the same time

10   reduce customer rates by taking advantage of hundreds

11   of millions of dollars of currently available

12   production tax credits.

13             While WRA supports approval of the combined

14   projects, we are not blind to some of the risks to

15   customers that other parties have legitimately

16   identified.  Specifically, those risks include

17   capital cost overruns, delays in the start of

18   operation, and underproduction from the facilities.

19             Because of those risks and recognizing the

20   financial benefit to the Company that the projects

21   would provide, WRA supports reasonable customer

22   protections as part of the approval as identified in

23   Ms. Kelly's testimony.  These would include no

24   track -- no resource tracking mechanism, a cap on the

25   recoverable capital investment and O&M, a ten-year
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 1   guaranty of 95 percent of PTC and energy benefits

 2   assumed in the Company's May 17th testimony, a limit

 3   on the allocation of transmission costs to Utah

 4   customers equal to the jurisdictional of 88 percent

 5   of those costs, and a limit to Utah's financial

 6   commitment to the projects to no more than its

 7   jurisdictional share using the 2017 protocol.

 8             In conclusion, we ask that you approve the

 9   combined projects and enable what we believe is a

10   very beneficial resource for PacifiCorp's customers

11   and the public.  Thank you again for the opportunity

12   to present our position.

13        CHAIR LEVAR:  Okay.  Thank you, Mr. Michel.

14             Commissioner Clark, do you have any

15   questions for him?

16        COMMISSIONER CLARK:  No questions.  Thank you,

17   Mr. Michel.

18        CHAIR LEVAR:  Mr. White?

19        COMMISSIONER WHITE:  No questions.  Thank you.

20        CHAIR LEVAR:  I have a question about one of the

21   Office's conditions that your witness has supported

22   in lieu of a full grant of the application, the hard

23   cap on the expenses.  You heard earlier

24   Ms. McDowell's argument that any kind of hard cap

25   like that would not be statutorily authorized; it
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 1   would tie the hands of a future commission's ability

 2   to do a prudence review and whether we can -- the

 3   issue is whether we have the authority to restrict a

 4   future commission's statutory authority to conduct a

 5   prudence review of additional costs.

 6             What's your view of that issue?

 7        MR. MICHEL:  Commissioner -- Mr. Chairman, my

 8   view is that a conditional approval, if that was a

 9   condition of the approval that the Company would

10   accept or not accept, would not run into those

11   pitfalls that you've identified.

12             In other words, it would be a condition of

13   approval that the Company would accept; if they did

14   that, then my understanding is they could be bound by

15   that.

16        CHAIR LEVAR:  Okay.  I think that's my only

17   question.  Thank you.

18        MR. MICHEL:  Thank you.

19        CHAIR LEVAR:  I did have a couple more questions

20   for Ms. McDowell that I intended to ask and I failed

21   to do so, so I don't think -- I think I'm going to

22   back to you and ask these other two.  I have two

23   questions that are related, so I'm going to ask both

24   of them and maybe you can address them together.

25             As we're evaluating that first factor on
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 1   electricity at the lowest reasonable cost, one of the

 2   things that we have to look at is the robustness of

 3   the RFP response.  We had a lot of discussion over

 4   the last few days.

 5             As we consider that -- as we consider

 6   whether the response was sufficiently robust to lead

 7   to a finding on that first factor or a consideration

 8   of that first factor, how should we consider eligible

 9   bidders versus those who are ineligible because of

10   the transmission queue?  Should an ineligible bidder

11   be considered as part of the robustness of the

12   response?

13             And the second question that's related is

14   is there any flexibility or waive-ability with

15   respect to the FERC requirement, with respect to the

16   interconnection queue or are those pretty firm

17   requirements with an extremely high standard for ever

18   having any flexibility?

19        MS. MCDOWELL:  Okay.  Let me answer your first

20   question first, and I think if you listened carefully

21   to the testimony of both the IE and Mr. Peterson,

22   both said the same thing, which is that the

23   transmission queue issues were unfortunate, and they

24   both recommend future steps and future RFPs to try to

25   mitigate that problem.  That problem is not a problem
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 1   of PacifiCorp's making, but I think both felt that

 2   perhaps through additional communication with bidders

 3   that issue could have been managed better.

 4             So for the future we certainly take those

 5   recommendations and considerations into account, but

 6   for purposes of this RFP, both said the same thing,

 7   which is, ultimately, the most economic bids were

 8   selected, that Mr. Peterson's were fortuitously, the

 9   interconnection issue did not interfere with the

10   market testing of the wind projects.

11             So that's really what that robust response

12   is.  I think you're looking to get market information

13   to verify that the projects that are before you are

14   the lowest cost, and here, we can say that because

15   the final shortlist was -- initial final shortlist

16   was selected before the transmission restudy results

17   were done.

18             And the results of that were to change out

19   one Company project for another, so it's not as if

20   there were, you know, PPAs or other bidders out there

21   whose participation was thwarted because of, you

22   know -- that they didn't make it because of that

23   interconnection queue.  I think the IE identified one

24   PPA that was close, but ultimately he concluded that

25   the final shortlist was the most economic shortlist.
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 1             So, you know, Mr. Peterson did say he

 2   believed that the response was robust, that there

 3   were 72 bids, there were thousands of megawatts

 4   received.  All that happened and was not -- that

 5   didn't get undone by the fact that there was a

 6   transmission-queue issue at the end.  So that's the

 7   answer to your first question.

 8             With respect to your second question, I was

 9   ready for it because you suggested you might have an

10   interest in that answer, and my understanding is that

11   on the transmission-queue issue, ultimately there

12   is -- you cannot get -- FERC will not waive the

13   requirement that you follow serial order in a

14   transmission queue.  That is a non-waive-able

15   requirement.  That's just the way it works.  That's

16   the rules of the road.

17             Those transmission queues are public.

18   People can sort out, you know, through the kinds of

19   options and agreements how to move themselves up in

20   the queue by getting a better queue position, but

21   ultimately, you follow a serial order in queue

22   positions.

23             Now, what is potentially waive-able, what

24   FERC has looked at and given some flexibility is

25   different ways to study the queue, but ultimately
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 1   when it finally comes down to who gets the

 2   transmission rights, it's strictly serial queue order

 3   and that is not waive-able.

 4        CHAIR LEVAR:  Thank you.  I appreciate those

 5   answers.  Does that leave any follow-up questions?

 6   Commissioner White.

 7        COMMISSIONER WHITE:  Well, not those specific

 8   questions, but I want to follow up on a question you

 9   asked previously.  Again, I don't want folks to read

10   anything into this also, but help me understand in

11   terms of the process in Oregon and where the Company

12   stands now with respect to the combined projects and

13   help me understand what that would look like or how

14   it would differ from if there was a rejection here

15   and yet a potential waiver approval.

16             Does that leave the Company to be in the

17   same spot or does it -- help me understand how that

18   might or might not be different.

19        MS. MCDOWELL:  Let me just talk about the Oregon

20   process.  The Company -- I think as we went through

21   and reviewed that Order in the context of this

22   hearing, the Company has IRP acknowledgment, and the

23   Commission was clear in not approving the shortlist,

24   that that didn't take anything away from that IRP

25   acknowledgment, and ultimately that is the critical
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 1   approval or acknowledgment that the Company needed.

 2             So in Oregon the next step would be to use

 3   the mechanisms that are statutorily allowed for

 4   recoverability of renewable resources in that

 5   jurisdiction, so that -- there's a particular statute

 6   that allows the company outside of a rate case to use

 7   deferral mechanisms and a specific automatic

 8   adjustment clause mechanism to recover renewable

 9   resources and associated transmission.

10             So the Company would proceed through that

11   process.  That's the Company's intention.  So it

12   would not require a general rate case.  It would be a

13   fairly straightforward process, and, basically, once

14   the resources go online, there would be a deferral to

15   capture those full amounts and then they would go

16   into rates through that renewable adjustment clause.

17   There would be a prudence review of the resources in

18   that context, so that's the Oregon process.

19             Here, if the Commission waived the

20   requirement for resources approval, I think that puts

21   the Company in a position of needing to file a rate

22   case to get recovery of those resources, and, you

23   know, that would follow in the normal rate case

24   process.  I guess I would say that, you know, the

25   reason we're here is because -- and the reason
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 1   there's this statute is because we've heard loud and

 2   clear from folks that they don't want us to go out

 3   and spend a lot of money without having a

 4   pre-approval process.

 5             So certainly if this Commission denied

 6   pre-approval, you know, that would give the Company

 7   pause about moving forward on such a significant

 8   investment just because of the context.  I mean,

 9   pre-approval matters.  It matters because that's the

10   statutory scheme here, and I think since it's not the

11   statutory scheme in Oregon, it has a different flow

12   to it and would make the Company consider its options

13   as, I think, Ms. Crane indicated in her testimony.

14        COMMISSIONER WHITE:  Thank you.

15        CHAIR LEVAR:  Did you have anything else before

16   we move on?

17        COMMISSIONER CLARK:  If I may.

18        CHAIR LEVAR:  You just thought you were done

19   earlier.

20        MS. MCDOWELL:  Pardon me?

21        CHAIR LEVAR:  I said you just thought you were

22   done earlier.

23        MS. MCDOWELL:  Yeah, I know.  I just left you

24   speechless.

25        COMMISSIONER CLARK:  My questions relate to
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 1   Chair LeVar's first position about queue position.

 2   From the record, what did a bidder that had a queue

 3   position greater than 0713 learn from the restudy

 4   that the bidder wouldn't have known in the

 5   information that the Company could provide when the

 6   bidding process occurred?

 7        MS. MCDOWELL:  Let me just check with my

 8   transmission queue expert here.

 9        COMMISSIONER CLARK:  Sure.

10        MS. MCDOWELL:  And, you know, perhaps if it's

11   acceptable, I can just have Ms. Link, who really

12   manages those issues for the Company, respond

13   directly.

14        COMMISSIONER CLARK:  It's fine with me.  I know

15   she's been here throughout the hearing.  Just so,

16   Ms. Link, your comments are confined to the record.

17        SARAH LINK:  Yes, they are confined to the

18   record.  Sarah Link on behalf of PacifiCorp.

19             As Mr. Vail testified, before the

20   interconnection restudies were performed, it was

21   public knowledge on Oasis that the interconnection

22   studies for Queue Position 708 triggered the need for

23   the full the build-out of Segment -- of at least

24   Gateway South.

25             When we performed the interconnection
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 1   restudies, that trigger point was moved down to

 2   Queue Position 713, so anybody below 713 was

 3   unaffected.  Before the restudies they needed the

 4   full build-out of Gateway South and after the

 5   restudies they needed the full build-out of

 6   Gateway South, and that was publicly available

 7   information.

 8        COMMISSIONER CLARK:  Thanks.  I appreciate you

 9   reminding me of how that worked.

10        CHAIR LEVAR:  With that, I think we're ready to

11   move to Mr. Holman next.

12        MR. HOLMAN:  Thank you, Chair LeVar.  Good

13   afternoon, Commissioners White and Clark.  I just

14   want to first thank the Commission for letting us

15   wrap this up with closing arguments.  I appreciate

16   the opportunity to reiterate our case.

17             As you've heard from Ms. Bowman's testimony

18   in her statement today, Utah Clean Energy is in

19   support of the combined projects, but the scope of

20   Utah Clean Energy's testimony throughout this

21   proceeding has largely focused on the benefits that

22   the combined projects afford Utah ratepayers as they

23   relate to risk mitigation and climate change

24   specifically.

25             Ms. Bowman filed testimony and her
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 1   statement today provided details of our position in

 2   this docket and in the interest of brevity, to wrap

 3   this up a little bit faster, I'll only briefly

 4   summarize those questions now, but I'm happy to take

 5   questions if you have any after the fact.

 6             Title 54, Chapter 17, Parts 302 and 402

 7   list some of the factors that the Commission

 8   considers when determining whether a proposal is in

 9   the public interest.  These factors include whether

10   the proposal would provide the lowest-reasonable cost

11   electricity but also the long-term and short-term

12   impacts, risk, reliability, and other factors

13   determined by the Commission to be relevant.

14             Generally, our position is that the

15   combined projects are a positive initial step towards

16   the decarbonizing PacifiCorp's energy generation

17   fleet, which can be realized more economically for

18   ratepayers through the production tax credits.  The

19   combined projects will also proactively position the

20   Company to respond to increases in fuel and carbon

21   costs as well as regulatory changes that may require

22   additional renewable resource capacity in the future.

23   This alleviates risks for ratepayers.

24             The risks identified by other parties in

25   this proceeding can be mitigated with the inclusion

0136

 1   of ratepayer protections outlined by the Office and

 2   just summarized by Mr. Michel from WRA.  Utah Clean

 3   Energy also supports these positions as reasonable

 4   safeguards designed to help ratepayers realize the

 5   short-term and long-term benefits of the combined

 6   projects.

 7             While Utah Clean Energy's testimony in this

 8   docket addresses many of the public interest factors

 9   from parts 302 and 402, I would like to focus for a

10   moment on the last fact, the other factors that the

11   Commission may deem relevant.  Throughout our

12   testimony Utah Clean Energy has explained why the

13   risk and costs of climate change are relevant to

14   consider when determining whether the benefits of the

15   combined projects outweigh the costs.

16             There's widespread scientific consensus

17   based on existing information that significant carbon

18   dioxide emissions reductions are necessary to

19   mitigate the adverse impacts of climate change.

20   Utah Clean Energy cites the climate science special

21   report in our testimony, which broadly outlines the

22   body of knowledge regarding the anticipated impacts

23   of a changing climate.

24             A number of U.S states and countries have

25   began to address this issue through policies that
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 1   regulated carbon emissions.  In Utah, during the 2018

 2   general legislative session, the Utah legislature

 3   enacted and the governor signed, House Concurrent

 4   Resolution 7, which is entitled Concurrent Resolution

 5   on Environmental and Economic Stewardship.

 6             This resolution acknowledges a change in

 7   climate and reasonably encourages state agencies to

 8   reduce emissions through incentives.  It encourages

 9   reliance on and understanding of climate science and

10   states in relevant part, quote, that "We should

11   prioritize our understanding and use of sound science

12   to address causes of a changing climate and support

13   innovation and environmental stewardship in order to

14   realize positive solutions," end quote.

15             It also states, quote, that "The

16   Legislature and the Governor encourage individuals,

17   corporations, and state agencies to reduce emissions

18   through incentives in support of the growth in

19   technologies and services that will enlarge our

20   economy in a way that is both energy efficient and

21   cost effective," end quote.

22             These selections from the resolution

23   represent an acknowledgment by the legislature and

24   the governor that our climate is changing and that

25   reduction -- and that reducing emissions through
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 1   incentive like the PTCs will benefit the public.  As

 2   such, emission reduction is a relevant factor that

 3   the Commission should consider when conducting its

 4   public interest analysis.

 5             The combined projects represent a

 6   time-limited opportunity to leverage tax incentives

 7   that encourage the acquisition of resources that we

 8   believe will impute benefited to ratepayers over

 9   their useful lifetimes and in part as result of

10   reducing emissions.

11             The combined projects will also protect

12   ratepayers from future uncertainty and risk related

13   to increasing fuel and carbon costs.  For these

14   reasons we believe the combined projects are in the

15   public interest and I respectfully recommend that the

16   Commission approve them.  Thank you.

17        CHAIR LEVAR:  Thank you.

18             Commissioner White, do you have any

19   questions for Mr. Holman?

20        COMMISSIONER WHITE:  Yeah, just one.  I am

21   familiar with that resolution.  I'm not probably as

22   familiar as UCE is.  From your perspective, does it

23   matter where these resources are located?  In other

24   words, these resources are located in eastern Wyoming

25   and not in the state of Utah.  Does that resolution
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 1   point to any kind of locational specificity or is it

 2   just --

 3        MR. HOLMAN:  I don't think the resolution, you

 4   know, specifically disqualifies resources that

 5   operate outside of bounds of Utah.  I think because

 6   it was the Utah legislature and the Utah governor

 7   generally they had Utah in mind, but because of

 8   PacifiCorp's system and the nature of it, resources

 9   in another state benefit Utah ratepayers.  So by

10   making changes in the PacifiCorp system largely or

11   generally, you are benefiting Utah ratepayers.

12        COMMISSIONER WHITE:  That's all I have.  Thank

13   you.

14        CHAIR LEVAR:  Commissioner Clark.

15        COMMISSIONER CLARK:  I don't have any questions.

16   Thank you very much for your participation.

17        MR. HOLMAN:  Thank you.

18        CHAIR LEVAR:  I think I have one.  I apologize

19   if this would have been a better question for your

20   witness this morning.  I think it might have been to

21   address to her.

22        MR. HOLMAN:  I'll try my best.  It's my second

23   month so --

24        CHAIR LEVAR:  Okay.  I'm understanding your

25   position is you're suggesting some kind of
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 1   value-adder that we should consider for climate

 2   change in addition to the CO2 pricing that's in the

 3   modeling.  Do you have any kind of quantification

 4   that you're suggesting for that?  Or in the

 5   alternative, how would we go about quantifying that

 6   as economic regulators?

 7        MR. HOLMAN:  I think in Ms. Bowman's final round

 8   of testimony there is a short quantification of the

 9   amounts of carbon that these resources would offset,

10   so by introducing that added value or attributing a

11   value to that carbon and then adding that value to

12   the benefits of the combined projects, you would be

13   able to, in that regard at least, introduce some sort

14   of quantitative benefit when considering whether the

15   combined projects are as a whole in the public

16   interest.  But beyond that, we haven't done any

17   quantitative analysis to enable the Commission in

18   this proceeding to determine the benefits

19   holistically of climate change mitigation from the

20   combined projects.

21        CHAIR LEVAR:  Okay.  I think the clarification

22   I'm looking for is your position is that value you

23   describe should be an adder-to modeling potential CO2

24   costs?  Is that UCE's position?

25        MR. HOLMAN:  That's correct, yes.
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 1        CHAIR LEVAR:  Okay.  Thank you for your closing

 2   statement.

 3             Ms. Hickey.

 4        MS. HICKEY:  Thank you, sir.  Lisa Hickey

 5   representing the Interwest Energy Alliance.

 6   Interwest is a trade association of wind, solar,

 7   geothermal, and energy storage developers working

 8   with nongovernmental organizations to promote the

 9   growth of renewable energy around the intermountain

10   region including here in Utah.

11             Interwest promotes the combined projects

12   because they will provide fuel cost free, stable

13   price, low-cost emissions-free energy with some

14   capacity benefits for Utah ratepayers.  Interwest

15   retained Gregory Jenner due to his tax expertise

16   related to the PTCs because we anticipated that

17   potential changes to the PTC may be at issue early in

18   the proceeding and we thought it may be of help to

19   the Commission and the parties.

20             In the end, he testified that

21   Rocky Mountain Power's tax analysis seems to be

22   valid, confirm that it is not all-or-nothing

23   eligibility but is determined on a turbine-by-turbine

24   basis and said that PacifiCorp's guarantee of PTC

25   eligibility is a valuable one and reliable even in
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 1   the event of unforeseen roadblocks because there's

 2   some ability to prove excusable delays due to

 3   permitting and other matters outside of PacifiCorp's

 4   control while building the transmission line.

 5             That said, it's clear time is of the

 6   essence as described by Rocky Mountain Power to gain

 7   these hundreds of millions of dollars in discounts

 8   brought by the PTCs available to the wind projects.

 9   Mr. Jenner also confirmed that while Interwest

10   clearly supports additional solar acquisitions in the

11   near term, because of solar energy's benefits to

12   balancing the system when added in addition to wind,

13   as testified by other parties including Ms. Kelly,

14   and to acquire the 30 percent ITC levels, Rocky

15   Mountain Power's planning follows industry trends

16   delaying solar until wind has been acquired to

17   acquire the PTCs.

18             We do look forward to hearing more about

19   solar acquisitions arising out of the solar RFP or

20   other negotiations in the near future.  Interwest

21   recommends that Rocky Mountain Power continue to grow

22   its wind fleet because of its hedge values, providing

23   a hedge against natural gas volatility provided over

24   the long-term.  That's been testified to by several

25   witnesses.
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 1             Renewable energy can provide reliability

 2   benefits to the system, especially through a

 3   combination of wind and solar as testified by

 4   Ms. Kelly.  Replacing a system run on fossil fuels

 5   with capital investments in modern technologies will

 6   be more efficient and reduce regulatory costs going

 7   forward.

 8             Interwest and other parties including the

 9   Division have consistently recommended that

10   PacifiCorp reduce its reliance on FOTs, front office

11   transactions, due to the likelihood that power costs

12   will rise while natural gas prices rise.

13             And because of the risks of power price

14   volatility over time, the capacity need is growing to

15   over 3000 megawatts, as testified by the UCE witness

16   Kate Bowman, by the end of the planning period.  Even

17   Mr. Peaco from the Division agrees that natural gas

18   prices are likely to rise, so the costs of front

19   office transactions will rise.

20             Interwest, along with the Division and

21   other IRP stakeholders, have also recommended that

22   PacifiCorp continue its transmission planning to

23   improve reliability and allow it to integrate

24   renewables from remote areas, both wind- and

25   solar-rich regions.
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 1             Overall transmission planning will also

 2   serve Utah directly through enabling solar

 3   interconnections along with the winds as you go

 4   forward.  Utah can benefit in the meanwhile from the

 5   advanced wind technologies brought with these

 6   combined projects.

 7             As testified by Rocky Mountain Power

 8   witness Teply and Mr. Vail -- Chad Teply and

 9   Mr. Vail, this transmission line and upgrades have

10   been planned for about ten years and were anticipated

11   to be built in 2024.  Interwest is concerned about

12   the arguments from the Division that transmission

13   upgrades must not be approved until a line is needed

14   for reliability in the immediate future and then must

15   also be separately substantiated through economic

16   principles.

17             We urge the Commission not to wait to

18   approve these upgrades until the line is affecting

19   reliability in the very near term because as we all

20   know it takes years to permit and build a line and by

21   then Utah ratepayers and businesses in Casper will be

22   suffering losses.  Interwest recommends you approve

23   these transmission upgrades while you have the new

24   wind projects to pay for it.

25             The PTC has already dropped below
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 1   100 percent and is scheduled to expire completely.

 2   The ITC on the other hand continues for a higher

 3   level for a longer period, so solar acquisition

 4   trends are moving a bit behind wind.  Projects must

 5   commence construction in 2019 to qualify for the

 6   higher 30 percent ITC levels.

 7             That said, we strongly urge solar

 8   acquisitions after these combined projects are

 9   approved and moving forward.  We will be continuing

10   to urge this in the 2019 IRP so that the planning and

11   the approval process can move forward sequentially

12   and as it is usually contemplated.

13             I should make some comments about the RFP.

14   Interwest members include the leading wind developers

15   and manufacturers, both winners and losers in this

16   IRP bid review process.  We are keenly interested in

17   keeping the markets competitive because it lowers

18   costs for ratepayers, but our advocacy does not just

19   include promoting the benefits of PPAs.  Interwest

20   also supports utility ownership of renewables.  While

21   PacifiCorp has been somewhat slower to adopt

22   renewables than we might have liked, they are

23   generally following industry trends in this sense,

24   and that's prudent behavior.

25             We have seen more utilities want to own
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 1   wind over the last eight to ten years as PacifiCorp

 2   has done, and now over the past few years, utilities

 3   have shown a growing interest in owning and operating

 4   their only solar plants.  Interwest encourages this

 5   utility ownership so long as the utility ownership is

 6   ground in acquisitions out of competitive

 7   solicitations.  We need those solicitations to test

 8   the prices against the market.

 9             We note that a build-transfer project is

10   not the same as a utility self-build project, and

11   there are more inherent risk reductions with the BTA.

12   These BTA projects have been developed in this case

13   by the sophisticated wind developers as described by

14   the IE, which chose and developed the site and

15   acquired the queue positions that eventually were

16   available to Rocky Mountain Power.

17             A BTA includes components which have been

18   competitively acquired from the market, again,

19   reducing costs and spreading the economic benefits

20   through the supply chain.  These benefits and lower

21   costs will now inure to the ratepayers including Utah

22   electricity customers.  Utah believes that utility

23   ownership actually can generate more competitive

24   activity in a market because it makes it more likely

25   a utility will actually acquire from a competitive
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 1   solicitation.

 2             It's important to note that BTAs were

 3   derived from the solicitation.  They had to compete

 4   directly against those PPAs that were bid including

 5   the PPA that was ultimately acquired.  The Utah IE

 6   found -- I'll quote here at page 78 read by Mr. Hayet

 7   this morning, "At the request of the IEs, PacifiCorp

 8   ran a 30-year analysis as well as assessments without

 9   using nominal dollars for PTC benefits.  The results

10   show that BTA and PPA for the most competitive

11   projects to be close in value."

12             Therefore, utility owned projects are not

13   necessarily higher costs when acquired under these

14   conditions.  That is not to say we shouldn't continue

15   to improve and carefully monitor solicitations

16   developed by PacifiCorp and approved by this

17   Commission.  A transmission meeting and improved

18   transparency would be appropriate in the future as

19   requirements for solicitations and including the

20   solar solicitations.

21             As to the modeling, Interwest concurs that

22   Rocky Mountain Power's modeling assumptions appear to

23   be conservative.  The totality of the modeling shows

24   costs savings to Utah electricity consumers.  As

25   testified by UCE's Kate Bowman, regulatory and costs
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 1   of burning fossil fuels are more likely to go up

 2   rather than down or to remain flat.

 3             Ms. Kelly for Western Resource Advocates's

 4   testimony reflects the history of PacifiCorp's

 5   modeling of higher carbon price in other IRP venues

 6   and other trends in the industry to represent higher

 7   regulatory costs going forward.  Even if we force-run

 8   carbon-producing coal units, that doesn't necessarily

 9   mean that prices will not spike for these resources,

10   especially if we continue to include reasonable

11   environment protections in our regulation of these

12   resources.  Therefore, the low gas and zero carbon

13   cost scenario seems to be the least likely outcome

14   going forward.

15             Interwest notes that UCE's testimony this

16   morning which shows a much higher level of benefits

17   when you revert to carbon costs used by PacifiCorp in

18   June 2017.

19             I wanted to say just something about the

20   MSP discussions which causes concern about risks and

21   cost allocations in the future.  There certainly is a

22   trend for changing regulatory schemes for utilities

23   going forward that naturally results in a trend to

24   fear the risks of long-term investments.  Long-term

25   investments, therefore, are harder to promote all
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 1   around the West because each state has its own

 2   version of deregulation or new regulation going

 3   forward.

 4             But I urge you to consider the potential

 5   inefficiency of avoiding long-term investments.

 6   There are risks in the future.  We always have made

 7   long-term investments in the face of uncertainty.

 8   Long-term uncertainty has always existed, but

 9   considering the potential for grid regionalization,

10   one of the major benefits for regionalization, which

11   I think is widely known is the likelihood of reduced

12   reserve requirements lowering costs.  And those

13   reduced requirements result from geographic

14   diversity.  Therefore, we will continue to rely on

15   the main-stem grid and transmission planning and

16   continued upgrades going forward.

17             So we urge continued step-by-step

18   transmission development because it will be critical

19   to maintain reliability and to continue developing

20   stable-price clean energy resources.

21             Recognizing the cautions warranted,

22   Interwest asks you to find that the combined projects

23   are a unique opportunity to acquire generation

24   capacity resources at a substantial discount due to

25   the PTCs.  Interwest promotes combined projects as
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 1   being economically beneficial over time.

 2             Thank you very much for your attention, for

 3   the opportunity to appear, and for all of the hard

 4   work to yourselves, of course, and your staff and all

 5   of the parties.  Thank you.

 6        CHAIR LEVAR:  Thank you.

 7             Commissioner Clark, do you have any

 8   questions for Ms. Hickey?

 9        COMMISSIONER CLARK:  No questions.  Thank you,

10   Ms. Hickey.

11        CHAIR LEVAR:  Commissioner White, do you?

12        COMMISSIONER WHITE:  Yeah, this one -- I mean

13   you may not have information or feedback on this, but

14   you represent the only market participants in this

15   process, and certainly a robust process, you know,

16   with competition is extremely important.  There's

17   been a lot discussion specifically about the issues

18   of the transmission queue and what was communicated

19   and what wasn't.

20             What can you tell us in terms of what the

21   market feedback was with respect to how that

22   transpired?  I know that's challenging because you

23   represent probably differing market participants, but

24   I think you're the only one who can maybe even

25   provide that because you represent market
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 1   participants.

 2        MS. HICKEY:  It's a very important question,

 3   Commissioner White, and it's a challenge, it is,

 4   because I represent all sorts of developers; and we

 5   do, as I said, have a real interest in maintaining

 6   competitive markets and, therefore, transparent and

 7   predictable solicitations.

 8             The queue issue was a misstep and could

 9   have been at least mitigated by a full discussion of

10   the transmission issues going forward by a separate

11   meeting probably just as recommended by your EI.

12   Time was of the essence as you know, and there is not

13   a lot of testimony about this, but there is a

14   separation.

15             There was some testimony about the

16   separation in parts of PacifiCorp.  Their

17   transmission team can't talk to the generation team,

18   and so there's a built-in lack of communication

19   required by law; and therefore, I think that avoided

20   a melding of step-by-step communication for all the

21   bidders in advance when we would have preferred it.

22             As one of the IEs described, the generation

23   acquisition got in front of the transmission

24   planning, and the transmission announcements that

25   they could even produce fully for the bidders.
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 1             There was disappointment about what

 2   happened with the queue and how initially it was

 3   published to be anyone around the region could bid,

 4   and then it turned out well, didn't matter too much

 5   if you came from elsewhere.  But recall that the

 6   queue positions were owned by developers who had held

 7   them and stayed in the queue legitimately and then

 8   ultimately were acquired by PacifiCorp as part of

 9   BTAs, and I don't know about the PPA, where that fits

10   in there.

11             So it wasn't as if PacifiCorp was secretly

12   holding on to them themselves and somehow pivoted so

13   that there was something unfair about ending up with

14   those queue positions.  It just disappointed those

15   down the line in that they might not have had full

16   opportunity that they thought they had.

17             So there is some disappointment, but that's

18   why I mentioned that utility ownership now has

19   awakened interest in this market again, and it will

20   bring more robust response in both wind and solar.

21   We've seen that in other areas.  I believe that to be

22   true, and it will continue for the next RFP put out

23   by PacifiCorp.  We do need to keep monitoring these

24   things.  We do need to have the step-by-step approval

25   of the RFPs, requirement for meetings, and, you know,

0153

 1   bidder communication that can be monitored by the IE.

 2             Most of those rules are in place, and in

 3   the end, these -- you know, some of the best bids

 4   were chosen, and those competed against each other

 5   and they were very close in price as far as I can

 6   tell.  I don't have -- anyway, I won't talk about the

 7   confidentiality and what was available.  But you know

 8   that, and so that makes these very low price bids

 9   that you've ended up with in these combined projects.

10             One other thing I wanted to say and I

11   forgot what it was.  So in the end -- oh -- well, I

12   would analogize this to, you know, we're trolling

13   along and we hit a snag, but it's not sufficient to

14   turn the boat around.  No RFP and bid review process

15   is perfect.

16             I've read a lot of IE reports.  I've talked

17   to a lot of developers, and you would be surprised

18   how much they can shrug off and move forward because

19   they believe this is still a productive market and

20   that there will be more to come especially with

21   regionalization to come.

22        CHAIR LEVAR:  Okay.  Thank you, Ms. Hickey.

23             I think we'll move -- do the other parties

24   have an agreement on what order they wanted to go in

25   or should we go in the order we typically do?
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 1        MS. SCHMID:  We have discussed allocation of

 2   time and order.

 3        CHAIR LEVAR:  Okay.  Before that, I will

 4   mention, if you reserved time for rebuttal, I believe

 5   you have roughly 18 minutes after we get through the

 6   other parties.

 7        MS. MCDOWELL:  Thank you.

 8        CHAIR LEVAR:  Okay.  Ms. Schmid.

 9        MS. SCHMID:  The Division gets to start.

10        CHAIR LEVAR:  Okay.

11        MS. SCHMID:  Thank you for the opportunity to

12   present this closing argument on behalf of the

13   Division.  This case is fundamentally about risks,

14   not benefits.  The Company has failed to prove that

15   the approval of the combined projects is in the

16   public interest because it has neither grappled with

17   these risks nor adequately considered alternatives.

18             The Company has seemingly boundless faith

19   in its forecasting that nevertheless ends right at

20   the point where it's risk begins.  The future without

21   these projects is a reasonable one with relatively

22   low costs.  The future with these projects is

23   uncertain and could involve slightly lower costs or

24   significantly higher costs and stranded assets,

25   particularly in later years.
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 1             The Company has engineered a changing set

 2   of projections, inputs, and assumptions that in

 3   association with its anticipatory procurement

 4   activities virtually guaranteed that its projects

 5   would be selected.  These projects are not needed,

 6   and they would only be in the public interest if they

 7   resulted in lower costs.  The Division does not

 8   believe that they do.

 9             Far from being certain, the prospect of net

10   benefits depends on assumptions about gas prices and

11   carbon prices, demand projections, transmission

12   subscription projections through PacifiCorp's OATT,

13   assumptions about the nature of electricity systems

14   many years in the future, and projections of terminal

15   value based on conjecture.

16             Given that a minor variation in any of one

17   these projections could erode any projected net

18   benefit, the combined projects are not a risk worth

19   taking.  Indeed, the Company has evidence its

20   unwillingness to accept virtually any risk of these

21   variations occurring.  Even when the Company has been

22   able to mitigate risks, it has come at no cost to it.

23   Rather, it asks the captive ratepayers to bear the

24   risks the Company cannot shift to vendors or others.

25             I'll highlight just a few of these risks.
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 1   I'll start with model inputs.  The Company has

 2   conducted a large number of analyses and scenarios

 3   using complex planning models, but the validity of

 4   the results depends on the accuracy of the inputs.

 5   It doesn't matter how many runs the Company did or

 6   how complex the analysis was, the credibility of the

 7   results must be judged by the quality of the inputs,

 8   not the volume and complexity of the analysis.

 9             In this case, the Company's analysis masks

10   key assumptions, omits key alternatives, and ignores

11   significant risks resulting in an inflated

12   representation of the benefits of the combined

13   project.  The inputs and methods used in the

14   Company's modeling have produced results and analyses

15   that are biased in favor of Company owned wind

16   projects over wind power alternatives.

17             And these results are biased in favor of

18   the combined projects in total over other

19   alternatives.  The Company has repeatedly modified

20   its methodology to omit costs attributed to the

21   combined projects and to impute speculative benefits

22   to justify them.

23             Next, I'd like to talk about gas risks.

24   There is a risk associated with the three natural gas

25   price scenarios presented by the Company.  Division
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 1   witness Dan Peaco determined that the three natural

 2   gas scenarios were skewed high when compared to

 3   then-current forward prices.

 4             The Company has updated its natural gas

 5   price, but Mr. Peaco continues to believe that the

 6   Company's mid and high cases likely overstate the

 7   value and that the lower cases should be given

 8   significant weight.  He also believes that a simple

 9   weighted average of the three gas price scenarios

10   also skews the risk-weighted analysis to higher

11   projects.

12             In response to a question in yesterday's

13   hearing, Mr. Peaco testified that a curious and

14   abrupt bump in gas price projections four or five

15   years in the future raises the gas prices

16   significantly from then on.  Higher gas prices yield

17   higher estimates of benefits of the combined project.

18   Without that jump in prices when the Company

19   transitions its forecast from futures to projections,

20   the prices would be significantly lower, eroding

21   benefits.

22             Indeed the Company's prices are projected

23   to rise faster than general inflation for the

24   duration of the wind projects' lives.  To put this in

25   context, to get to the medium gas case proposed by
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 1   the Company, the Commission would have to assume that

 2   natural gas prices would rise from today's pricing at

 3   a rate higher than 4 percent a year for year after

 4   year for decades.  Recent history certainly does not

 5   support such inflation projections.

 6             Furthermore, the Company has offered no

 7   real support of this -- for its projection of

 8   gas price inflation other than generalized conjecture

 9   about LNG exports and demands.

10             Given the Company's poor predicted track

11   record about gas prices, the Division understands why

12   the Company would be unwilling to assume the risks of

13   its projections being significantly wrong.  The

14   Division remains uncertain about why the Company is

15   eager to have ratepayers assume the same risks.

16             Caution is warranted based on the nature of

17   predictions and the Company's history of being wrong

18   in recent years that have led to -- that lead to

19   unacceptable risk for ratepayers.  The Company claims

20   that the Division's position in the Jim Bridger

21   docket requires or suggests that the Division support

22   approval here, but the two cases are fundamentally

23   different.  In Jim Bridge a choice had to be made.

24   The choice was to invest in the SCRs or to convert

25   the plant to gas.  Here the no-action alternative is
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 1   reasonable and is the least risk.

 2             That is to say that the number of magnitude

 3   of the risks of doing nothing is smaller than the

 4   number and magnitude of risks involved in approving

 5   the combined projects.

 6             The Company claims its gas forecasts are

 7   conservative.  Yet in the Jim Bridger case it seeks

 8   to use it as an example of how its planning and

 9   projections work.  Actual gas prices ultimately have

10   been lower than the Company's projections.  It now

11   appears that converting the plant to gas would have

12   been the most economical decision.

13             This result supports the Division's request

14   that the Commission be cautious in relying upon the

15   Company's gas forecast.  This case is different from

16   the -39 case, and given the uncertainties here, the

17   no-action alternative available here is the decision

18   most in the public interest.

19             I'll focus here on the request to approve

20   transmission project.  Here the Company seeks

21   approval of a nearly 700 million new transmission

22   line, making the accuracy of the risk/benefit

23   analysis more complicated and more critical in this

24   case than it was in the -39 docket because this case

25   not only involves gas forecast but also transmission
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 1   line estimates.

 2             These risks include that the transmission

 3   line is an all-new greenfield construction, that

 4   there's a much tighter timeline to meet the PTC 2020

 5   requirement.  One-third of the cost of the new

 6   transmission, whereas none in the repowering, has to

 7   be built and fully produced to support the costs as

 8   well as the wind project costs.

 9             Studies are still needed to ensure that

10   transmission will be sufficient to allow full wind

11   delivery, and delivery was not an issue in -39.  The

12   benefit/risk ratios are worse in any of the

13   12 repowering projects in many scenarios.  The 12 --

14   the scenarios -- the lower benefits relative to costs

15   here present a much higher risk than they did in the

16   -39 docket.

17             The Division is concerned that inaccurate

18   transmission line cost projections could have favored

19   the selection of Wyoming wind resources over projects

20   outside the constrained area.  In declining to

21   acknowledge the RFP shortlist pertaining to the

22   combined projects, the Oregon commission noted its

23   IE's concern that the cost projections for the

24   D2 segment, Aeolus to Bridger, are a major driver of

25   selection in this RFP and, if actual costs are
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 1   higher, it may turn out that a better solution would

 2   have been to select more supply from outside the

 3   constrained area in Wyoming.  And that's with the

 4   Commission's Order, DPU Cross-Exhibit 3 at page 4.

 5             The Division shares this concern.  Because

 6   the required transmission studies have not been

 7   completed, it's impossible to accurately predict the

 8   true cost of the transmission line, making the

 9   overall combined project estimates still uncertain,

10   particularly where the cost/benefit analysis and

11   project selection has been based on mid and high

12   cases that likely overstate the value and on cases

13   that dismiss the low-case results.

14             The Division believes these low case

15   results should be given significant weight.

16   Regardless of whether other projects might have been

17   selected, the Company's projections could still

18   suffer from small inaccuracies that erode benefits.

19             I'll talk about MSP risk next.  The Oregon

20   decision on the combined projects highlights the

21   risks inherent in this case that are associated with

22   the MSP.  In that May order the public -- the Oregon

23   commission declined to acknowledge PacifiCorp's

24   request for proposals related to the combined

25   projects.  Through this action the Oregon commission
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 1   denied the Company and other stakeholders an advance

 2   indication that the Commission is satisfied at this

 3   point in time with the Company's analysis of which

 4   market opportunities meet or met the IRP's objectives

 5   as least cost, least risk to customers.  That's at

 6   page nine.

 7             The Oregon commission decisions and our own

 8   IEs' concerns reinforce the Division's concern about

 9   the effect that Oregon policy decisions may have on

10   Utah ratepayers and their responsibility through

11   PacifiCorp's multistate process.  While the

12   Commission -- sorry -- while the Company correctly

13   pointed out on cross-examination that the failure to

14   acknowledge does not necessarily change the product

15   stance in Oregon, if Utah were to approve while

16   Oregon withholds approval, the Division is concerned

17   that Oregon will have gained additional leverage in

18   the current discussions about realigning resources.

19             The Commission is not convinced that Oregon

20   would forego using that leverage, given the higher

21   costs it will face, from replacing a larger amount of

22   assets in advance of its 2030 commitment to remove

23   coal from its system.  One additional possible

24   adverse consequence is that in a future proceeding

25   Oregon could reject its share of the combined
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 1   projects after they are built, leaving the Company

 2   with the unpalatable option of burdening Utah

 3   ratepayers and those of other states with those costs

 4   or saddling shareholders with those unassigned costs.

 5   That option is surely as unpalatable to the Company

 6   as burdening Utah ratepayers with Oregon's share is

 7   to the Division.

 8             Indeed, the history of the MSP reflects in

 9   part a story of the Company seeking to plug holes

10   created by differing state allocations.  This risk

11   was acknowledged when the mergers first began.  This

12   risk was specifically dealt with in the most recent

13   acquisition of Rocky Mountain Power by PacifiCorp.

14             In that case a stipulation agreed to by the

15   parties and approved by the commissions said that the

16   Utah ratepayers were in essence to be held harmless

17   from costs increasing due to the multistate project,

18   but also, I must note, that the stipulation and order

19   approving it did not prohibit the Commission from

20   approving prudent costs.

21             But the Utah legislature recognized this

22   complexity too, and its solicitation statute allows

23   consideration of this multistate risk.  When taking

24   all these together in light of Oregon's decision,

25   when evaluating this over -- or approximately
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 1   $2 billion project, the Division urges the Commission

 2   to recognize what the statute recognizes, that large

 3   procurement decisions can have significant

 4   implications in the multistate process, especially if

 5   there's any indication of skepticism from one or more

 6   states.

 7             The MSP process is at a critical stage with

 8   the 2017 protocol expiring December 31st, 2019 and no

 9   agreement on what to do when it expires.  Because MSP

10   negotiations are occurring right now, the Division

11   urges the Commission not to make decisions that might

12   adversely affect Utah's negotiating position or

13   unjustly burden Utah ratepayers in the future.  We

14   don't understand what those may be, but these are

15   risks that the Company has not addressed.

16             Turning now to benefits, the Company's

17   analysis overstates the benefits and ignores key

18   downside risks, the risk some of which were discussed

19   above.  The Company's reliance on speculative

20   assumptions, its omission of key alternatives and its

21   disregard of significant risks, produce an inflated

22   representation of the benefits of the combined

23   projects.

24             In part the Company relies upon speculative

25   benefits to justify the combined projects such as an
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 1   arbitrary terminal value and the unproven assumption

 2   that transmission subscription revenues will remain

 3   at today's levels for decades even though the

 4   electric industry is ever-changing.

 5             When combining all of these together, the

 6   Company presents a price-policy scenario matrix that

 7   suggests that most of the outcomes are net benefits

 8   for customers, but this conclusion belies the fact

 9   the Company's modeling does not present a fair

10   analysis of the projects in any of the

11   price-policy scenarios.

12             As a result, simply assuming that more net

13   benefit outcomes in the matrix mean that the combined

14   projects are more likely than not to produce a net

15   benefit for customers is not the correct conclusion.

16   However, some parts of the application surely would

17   result in a different type of benefit, a benefit for

18   the Company, not for the ratepayers.

19             For example, the Company proposes to create

20   a new mechanism, the RTM, to recover its cost from

21   ratepayers, implementing an RTM would permit the

22   Company to put off filing a general rate case in

23   which all aspects of its business would be adjusted

24   to current conditions.  Just as the Commission

25   recognized there was no need for an RTM in the -39
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 1   docket, there is no need for the RTM in this docket.

 2   A rate case, and one sooner and not later, is the

 3   most appropriate way to address recovery of costs

 4   associated with the combined projects.

 5             Next I'll briefly address need.  The

 6   Division has made much of the distinction between

 7   need and economic opportunities because in this case

 8   it matters.  The Division understands the Company's

 9   small short position and the general options

10   available to meet it.

11             The Company would have you believe that

12   only the combined projects will meet the Company's

13   need and that an inquiry need to go no further.

14   That's wrong.  These projects would constitute part

15   of the Company's least-cost, least-risk portfolio

16   only if they were cheaper and less risky than front

17   office transactions, other bilateral transactions,

18   different resources, and a host of other resources

19   that have not been considered by the Company in its

20   modeling or in its RFP design.

21             The Division and others believe that the

22   Company has failed to analyze these considerations

23   and did not solicit capacity from the market

24   generally to meet the Company's asserted need.  So in

25   some cases the Company's failure to analyze was that
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 1   it failed to adequately consider these other options.

 2   In others, the failure was that the Company never

 3   considered them at all.

 4             Further, the Oregon IE confirmed that

 5   selected bids were not the least-cost offers but

 6   rather the lowest-cost offers that were viable under

 7   the current transmission assumptions and constraints

 8   imposed by the Company in its RFP.  The Utah IE also

 9   discussed the constraints and restrictions that the

10   RFP put on selected resources.

11             These failures, which the Commission has

12   not yet addressed in the IRP docket, appear both here

13   and in that IRP docket.  The Company has resisted

14   pre- and post-filing suggestions that an all-source

15   RFP would reveal the full market.  It has resisted

16   modeling changes that would allow contemporaneous

17   consideration of other renewable resources.

18             It has resisted further development of

19   alternate terminal value and transmission

20   subscription assumptions.  It has resisted calls for

21   it to provide full assessment of the downside risks

22   it is asking ratepayers to assume.  In short, it

23   appears that the Company has resisted nearly

24   everything that could have jeopardized the Company's

25   projections or competed with the Company built
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 1   projects, projects that the Company appears to have

 2   envisioned from before this case was filed.  I base

 3   that upon the Company's actions in amassing Safe

 4   Harbor assets.

 5             Having failed to consider a number of

 6   alternative identified by other parties, there is no

 7   basis for the Company's claim that these projects are

 8   part of a least-cost, least-risk portfolio.  In an

 9   attempt to justify this resistance from fully

10   discovering the market and analyzing variables, the

11   Company changed its claim that approval of the

12   transmission projects was needed to capture a

13   time-limited economic opportunity to one that is

14   needed in any event.

15             The Company's after-the-fact claims of

16   resource needs are not necessarily supported by its

17   analysis or its procurement actions.  Recall the

18   discussion earlier in this hearing about the

19   Company's representation in the Oregon special

20   meeting that it would not build the transmission

21   project because it was not needed.

22             The Company also acknowledged that the

23   transmission projects are not economic without the

24   wind projects and the associated PTC benefits.

25   However, Company questioning of Division witness
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 1   Dan Peaco suggested perhaps the Company intends these

 2   projects to meet other state's policies including

 3   California and Oregon's carbon policies.  If

 4   PacifiCorp wishes to satisfy those states' public

 5   policy goals, the ratepayers from those states should

 6   pay for them.

 7             The Division has acknowledged that often

 8   utilities and regulators must proceed on the basis of

 9   long-term projections we know will be wrong, but this

10   is not one of those times.  Here, the future without

11   the combined projects is a reasonably priced future.

12   That is the real conservative assumption.  Instead of

13   that future, the Company would have you take a risk

14   for ratepayers while compensating the Company for

15   risks it is not taking.

16             Far from the Company proposing a reasonable

17   project after a full study of alternatives using

18   conservative assumptions, the Company asks for you to

19   roll the dice.  There is some chance it will pay off

20   for ratepayers, but the house always wins, and here

21   it will win big with the addition of billions of

22   dollars worth of rate base.

23             Locking in billions of dollars of long-term

24   assets that provide very little meaningful capacity

25   value for decades is not an appropriate choice for
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 1   customers when the risks faced with the combined

 2   projects remain largely unaddressed and alternatives

 3   remain unconsidered.  The Division submits that Rocky

 4   Mountain Power's significant energy resource decision

 5   should be disapproved.  Thank you.

 6        CHAIR LEVAR:  Thank you, Ms. Schmid.

 7             Commissioner White, do you have any

 8   questions for her?

 9        COMMISSIONER WHITE:  I don't.  Thank you.

10        CHAIR LEVAR:  Commissioner Clark?

11        COMMISSIONER CLARK:  I just have a question or

12   two about the multistate risk that you have discussed

13   at some length.  I think you acknowledged in your

14   argument that Utah in particular could in effect

15   refuse to accept cost allocations of -- or

16   allocations of costs associated with the project if

17   Utah regulators at the time believed that they were

18   unreasonable or weren't serving the needs of Utah

19   customers and that shareholders or someone else could

20   be forced to bear those costs.  Is that -- I think

21   you acknowledged that; isn't that right?

22        MS. SCHMID:  I did acknowledge that, and I did

23   reference the merger condition, and I did note that

24   prudently incurred costs could be approved, but the

25   Commission has jurisdiction to make the
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 1   determinations that are in the best interest of Utah

 2   ratepayers.

 3        COMMISSIONER CLARK:  So were the Commission to

 4   approve the application before it, would it be

 5   possible, in your view, to assign a condition that

 6   the -- or at least to warn the utility that the

 7   Commission would not accept an allocation of cost

 8   associated with the project beyond what the current

 9   MSP methodology would dictate without some future

10   showing of the reasonableness of that from the

11   perspective of service to Utah customers?

12        MS. SCHMID:  Yes, that is possible, and the

13   statute particularly allows the Commission to set

14   conditions and conditions such as that if the

15   Commission deemed that was in the public interest.

16        COMMISSIONER CLARK:  Okay.  Thank you.

17        CHAIR LEVAR:  I think this question is maybe

18   just restating his question in a different way.  I

19   apologize if it's that.  But when you talk about MSP

20   risk, aren't we our own backstop against MSP risk?

21        MS. SCHMID:  We are.  And the Division is urging

22   the Commission not to make decisions now that could

23   adversely affect Utah ratepayers.  What is critical

24   is that the MSP agreement ends soon and parties are

25   in the negotiations to see what happens in the
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 1   future.  I can't discuss those negotiations, and I

 2   won't, but the future is uncertain.

 3        CHAIR LEVAR:  Thank you.  A few more questions.

 4   As we're considering RFP responses and whether there

 5   was a robust response to the RFP, what weight should

 6   we give to ineligible bids?

 7        MS. SCHMID:  I would think that they should

 8   receive significant and careful consideration.  One

 9   problem is is that had bidders known that they were

10   too far down the queue, they may not have bid and

11   that the additional conditions and restrictions on

12   the RFP and the additional transmission studies, had

13   they known those, they may not have bid.  So I

14   question the robustness of the RFP results.

15        CHAIR LEVAR:  Okay.  You're not suggesting that

16   we should not consider those bids to have ever

17   happened?

18        MS. SCHMID:  I don't -- that's not my position.

19   I don't believe that's the Division's position.

20        CHAIR LEVAR:  Okay.  Do you have a position on

21   whether the condition -- one condition suggested by

22   the Office, a hard cap, would violate other statutory

23   provisions that would allow a future commission to

24   consider the prudence of any costs that exceeded cap?

25        MS. SCHMID:  I honestly don't know, so I'll
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 1   leave it at that.

 2        CHAIR LEVAR:  Okay.

 3        MS. SCHMID:  Could I address waiver?

 4        CHAIR LEVAR:  Yes, that's one of my next

 5   questions.  Before that I want to ask one other

 6   question first.  If we were to deny the application,

 7   what would be your view of the regulatory treatment

 8   of the costs that were incurred to meet the

 9   Safe Harbor requirements?

10        MS. SCHMID:  I would think that the Company

11   would have to prove that they were prudently incurred

12   and that the Commission would have the opportunity to

13   review and decide that decision in an appropriate

14   proceeding.

15        CHAIR LEVAR:  The waiver, is the waiver an

16   either/or or is it only in lieu of the application

17   that we've seen or is it an option if the application

18   were denied?

19        MS. SCHMID:  I believe it is a statutory option

20   if the application is denied, and I believe that the

21   Company could proceed with the waiver process

22   quickly.  The waiver process requires the Company to

23   submit a verified application.  The Company should

24   have all that ready.  The Company has finally decided

25   what the final projects would be, and it would seem
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 1   that the Company would be able to move quickly to put

 2   that together.  Furthermore, the truncated process

 3   established by the statute, I believe, would allow a

 4   reasonably timed decision and it might even be a

 5   decision that is far in advance of the execution of

 6   construction and other pertinent contracts.

 7        CHAIR LEVAR:  Thank you.  That concludes my

 8   question.  Were there any follow-ups from --

 9        COMMISSIONER WHITE:  Well, I would just ask

10   because I mean -- this might be a pass-along to

11   Ms. McDowell, only if it's in the record.  I guess

12   one is a follow-up to yours that I don't know if it

13   has been addressed in the record is, putting aside

14   the fact there was some frustration in terms of like

15   bidders who ultimately got to the point where they

16   realized they didn't have the right queue position, I

17   guess the question is wouldn't they have had to or

18   someone have had to pay for transmission

19   interconnection, you know, whether it -- according to

20   the OATT?

21             So, in other words, even if that weren't

22   the case, wouldn't that be part of the cost of the

23   project, I guess?  I mean does that make sense?  I

24   don't want -- I know you're not the expert, but if

25   you can reflect on the record to provide that answer,

0175

 1   that would be helpful to me.  If it's not in the

 2   record, that's fine, but that's part of the question.

 3   Again, I don't want to mess up the flow if you want

 4   to wait until your summation.

 5        MS. SCHMID:  One of the other parties might be

 6   able to address that as well.  I do not know.  I know

 7   that some parties here, especially that side of room,

 8   are more familiar with the transmission and OATT

 9   process.

10        COMMISSIONER WHITE:  You can -- you can address

11   it now or later.

12        MS. MCDOWELL:  Why don't we just jump in now so

13   we don't forget to come back to it, and, again, I

14   think this is one for Ms. Link, who is our

15   transmission queue expert.

16        COMMISSIONER WHITE:  Does that make sense,

17   Ms. Link, what I'm asking?  Again, putting aside the

18   frustration, there's got to be -- you got to have a

19   queue position; you got to interconnect; there's

20   going to be a cost.  Does that make sense?

21        SARAH LINK:  Yeah.  The interconnection queue

22   position -- just to put some context around it, the

23   positions that the winning bidders had were secured

24   in 2015, well before any of this was ever considered

25   by independent developers.  And the bidders that we
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 1   had in this were very sophisticated bidders who know

 2   how interconnection queue position works and know the

 3   value of the interconnection queue position,

 4   particularly in areas with the transmission

 5   constraints.  They look at reports for people above

 6   them in the queue.  They know what those reports say.

 7             And so while there may have been

 8   frustration -- and I think it -- a belief that maybe

 9   we were finding a way to move people up the

10   interconnection queue through this bidding process

11   and we perhaps were not great in making it clear

12   "There isn't that way," but that's really what it

13   comes down to.  You have your interconnection queue

14   position and you can't really buy your way up.

15             You can buy the project that has that queue

16   position, but you can't buy your way up the queue.

17   The only thing that you could potentially do as

18   somebody way down in the queue is pay for the

19   interconnection costs of everybody above you in order

20   to go ahead and interconnect.

21             So you basically have to look at all their

22   studies and get everything in place that's required

23   to interconnect all of them before you can

24   interconnect.  So it's incredibly expensive, and part

25   of that is not buying -- I mean the most an
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 1   interconnection developer can do to get

 2   interconnection when a piece of our long-term plan is

 3   required is upfront fund that piece of our long-term

 4   plan, but we end up reimbursing them.  So they could

 5   upfront fund, Gateway West, for example, but we would

 6   still have to reimburse and that would still

 7   ultimately be borne by retail customers, and nobody

 8   is upfront funding the about 2 billion required to

 9   build Gateway --

10        COMMISSIONER WHITE:  At some point that would

11   reflected in the bid cost somehow, somewhere?

12        SARAH LINK:  Gateway South wouldn't be because

13   it's part of our long-term plan, and you're not

14   allowed to assign that to any bidder or

15   interconnection position, but the interconnection

16   costs associated with buying your way up the queue,

17   would have to be imposed on the bidders.

18        COMMISSIONER WHITE:  Okay.  Thanks.

19        COMMISSIONER CLARK:  In the same area, is there

20   anything on the record that would offer any more

21   information on why a bidder with a queue position

22   higher than 708 would have submitted a bid, knowing

23   that even if in the first information -- the first

24   transmission study information that was available as

25   I understand it, meant that they would -- their bid
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 1   would not be meaningful, at least if I understand the

 2   answers to your questions.

 3        SARAH LINK:  Yes.  I think -- that's a good

 4   question, and we basically in lifting the requirement

 5   for the system impact studies to be completed, not

 6   every bidder had their own system impact study, and

 7   in opening it up to Wyoming wind generally, you took

 8   away sort of the impact of the transmission line on

 9   the bidding process for evaluation of all the bids.

10   So there was some testimony yesterday that got

11   confusing I think about this, but when the bids were

12   evaluated, the costs of the transmission line were

13   not imposed on any bid.

14             So Uinta -- the costs of the transmission

15   line were not imposed on Uinta or any other bid in

16   the bid evaluation process, so they were looked at

17   based on economics alone and what was required in

18   directly assigned interconnection costs, which aren't

19   D2, and evaluated on that basis.  So all of them had

20   the equal basis to compete.

21             In terms of what that meant in their

22   interconnection queue position, at that point nobody

23   knew what the interconnection restudies would show or

24   what studies would show once building of D2 was

25   considered as an assumption.  So at the point where
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 1   we had Gateway South triggered at Queue 708, we

 2   didn't know at that point, nor did any of the other

 3   bidders -- they knew it was triggered at Queue 708 if

 4   they read the publicly available information -- but

 5   they didn't know what evaluating the addition of just

 6   D2 would change, how that would change, where

 7   interconnection capability would start to -- how far

 8   down in the queue we'd be able to get.

 9             I think bidders and we hoped that we would

10   get further down than we were able to get, but the

11   constraints are severe enough that we were only able

12   to get to Queue 713.  I hope that's helpful.

13        COMMISSIONER CLARK:  Thank you.

14        COMMISSIONER WHITE:  Going back to that issue of

15   opening up to Wyoming, how did that change the

16   process here, I guess?  Remind me, again, was that --

17   I know -- was that an IE request or how --

18        SARAH LINK:  It was.

19        COMMISSIONER WHITE:  And how did that change,

20   again, the process by opening it up to Wyoming rather

21   than just naming a specific interconnection point, I

22   guess?

23        SARAH LINK:  I don't think it changed the

24   process in how we evaluated the bids.  It just meant

25   that -- I think there was some confusion that we
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 1   opened it up to Wyoming yet we still assigned the

 2   cost of this line to any bid, whether they needed it

 3   or not, and that was not correct.  So projects

 4   outside of the constrained area could compete without

 5   those costs being imposed on them.  So everybody,

 6   even the Wyoming projects that didn't rely on the

 7   line, were, you know -- when they were viewed through

 8   this process, the economics showed that they were not

 9   more economic than the projects that relied on the

10   line, because everything was analyzed without

11   consideration -- without imposing the costs on that

12   line on any bid.

13        CHAIR LEVAR:  Why don't we take a ten-minute

14   break, come back about 2:35 and we'll move on --

15        MS. HAYES:  Mr. Chair, pardon me.

16        CHAIR LEVAR:  Yes.

17        MS. HAYES:  I will first note that Mr. Michel

18   had to leave and, second, that I unfortunately have a

19   conflict that I can't avoid later this afternoon, and

20   so we'll have to -- I'm requesting to be excused

21   around 3:00, if that's okay.  And Ms. Kelly, as an

22   employee of WRA, is available to represent us if

23   there are any administrative or cleanup matters at

24   the conclusion of the hearing.

25        CHAIR LEVAR:  Okay.  Thank you for informing us
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 1   of that.  Thank you.

 2        MS. HAYES:  Thank you.

 3        CHAIR LEVAR:  Okay.  We will recess for about

 4   ten minutes.

 5             (A break was taken, 2:23 to 2:37.)

 6        CHAIR LEVAR:  We're back on record.  And was

 7   there an agreement for who's going to be next?

 8             Mr. Moore.

 9        MR. MOORE:  Thank you, Chairman LeVar, thank you

10   Commissioner Clark and Commissioner White, and thank

11   you in advance for the consideration you'll give the

12   Office's arguments.

13             First and foremost, the Company did not

14   meet the primary requirement of the statute, whether

15   the combined projects would most likely result in the

16   acquisition, production, and delivery of electricity

17   at the lowest reasonable cost.

18             I'd like to pause a moment and address a

19   statement made by counsel for PacifiCorp in her

20   opening statement.  My memory is that she stated this

21   provision is satisfied because the evidence shows

22   that the combined project, together with some future

23   solar acquisition, satisfies this provision.

24             However, this contention cannot survive

25   even a cursory statutory construction review.  For
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 1   example, Section 54-17-302 dealing with significant

 2   energy resource decision provides "Approval of a

 3   significant energy resource decision, the Commission

 4   shall determine whether the significant energy

 5   resource decision going down is in the public

 6   interest, taking into consideration production and

 7   delivery of electricity at the lowest reasonable

 8   cost."

 9             The statute does not say that a significant

10   energy resource decision, together with some future

11   unspecified resource acquisition that may or may not

12   occur that, if it does occur, will be approved

13   outside this Commission's present order and that will

14   occur under unknown circumstances.  In fact, allowing

15   an open -- such a construction suggested by

16   PacifiCorp would, I believe, eviscerate the purpose

17   of the statute.

18             The record in this -- the testimony on

19   record clearly show that solar is likely your

20   lower-cost resource, less risky since it would not

21   rely on the new transmission line, is not as time

22   sensitive, and is limited to PPAs which provide

23   production guarantees to consumers.

24             Contrary to the Company's assertion, wind

25   does not result in more benefits than solar in the

0183

 1   to-36 case.  Using level capitalized and level PTCs

 2   or nominal capital and nominal PTCs, the results

 3   favor solar in all the cases the Company ran.  In the

 4   2050 case, which did not appear in Mr. Link's

 5   testimony but was included in his work papers, solar

 6   produces hundreds of millions of dollars more

 7   benefits than wind.

 8             Although the exact numbers have been

 9   designated confidential, the confidential numbers can

10   be viewed on page 27 of Mr. Hayet's confidential

11   April 17 rebuttal testimony.  Moreover, in the

12   repowering order on page 17, this Commission found

13   that the two hundred and fifty analysis to be more

14   appropriate than the 2036 analysis.

15             The Company's assertion need misrepresents

16   that concept.  This project does not fill a need in

17   the standard sense that typically comes before this

18   Commission.  While it is true that the combined

19   projects will offer 180 megawatts of FOTs, the

20   Company has not demonstrated FOTs are no longer

21   available and must be replaced.

22             Thus, this is not a case in which the

23   Commission must choose among available resources.

24   Clearly the RFP for this project was designed for a

25   time-limited economic opportunity based on the
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 1   expiring PTCs.  It must be emphasized that the Utah

 2   IE testified that if the RFP was required for

 3   capacity need, he would not have recommended an

 4   all-wind RFP but one that would include more types of

 5   resources, perhaps an all-source RFP.

 6             The contention that the transmission line

 7   needs to be built in 2024 strains credibility.  The

 8   fact that the line is in their long-range

 9   transmission plan does not support this contention.

10   If simply being in the plan was sufficient to

11   demonstrate the transmission line would be built by

12   2024, it would also mean that other large segments of

13   the Gateway transmission plan would need to be built

14   by 2024 at an extreme cost.

15             In addition, the contention that the line

16   needs to be built in 2024 was not mentioned until the

17   January 16 testimony, after tax reform devastated the

18   economic analysis presented in the Company's initial

19   direct testimony.  If the Company truly considered

20   transmission line to be needed in 2024, they would

21   have included this in their status quo case.

22             Mr. Link's explanation for why it was not

23   included -- i.e., that the Company was being

24   conservative in their analysis -- reflects a lack of

25   credibility that has plagued PacifiCorp's arguments
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 1   throughout this case.  Mr. Link emphasized in every

 2   round of previous testimony that the analysis is

 3   conservative based on small and speculative potential

 4   additional benefits but did not note the profoundly

 5   larger 300 million associated with the transmission

 6   line until his May 15 testimony.

 7             Clearly it has been demonstrated that the

 8   line would not be built without an addition of new

 9   wind resources, and it is only because of those

10   resources that the line is needed.  The Company

11   admitted this much in its Oregon proceeding.

12             Importantly, this Commission must also

13   consider to what extent it is true that this line

14   offsets future investment needs in the region.  This

15   transmission line would add 951 megawatts of transfer

16   capacity, but the combined projects would add

17   1155 megawatts of new resources, and QS in the region

18   would bring in new -- additional resources connecting

19   to the line to over 1500 megawatts.  The Company has

20   not explained how a more fully subscribed

21   transmission addition solves the region's congestion

22   problem.

23             Since need is overstated, that brings back

24   to the issue of a time-limited economic opportunity.

25   The time limits presented in this case are of the
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 1   Company's own creation.  The Commission has evidence

 2   in this docket and others, most notably the 2017 IRP,

 3   that demonstrates the Company began making

 4   Safe Harbor purchases and other preparations that

 5   could have allowed it to bring forward the proposal

 6   in 2016.

 7             The Commission must not limit this

 8   opportunity -- review of this opportunity to the

 9   price-policy cost/benefits results.  The costs are

10   known, nearly $2 billion with uncertain benefits and

11   unqualified additional risks.

12             For example, the MSP risk is real.  There

13   is currently no multistate allocation method in place

14   for these projects that will come into service and go

15   on -- there is currently no multistate allocation

16   method in place for when these projects will come

17   into service and ongoing discussions risk the

18   potential of a significantly different paradigm that

19   may place Utah in a difficult negotiation position.

20             There are significant risks that are not

21   included in this economic analysis.  These risks

22   include cost overruns, energy production.  As

23   PacifiCorp said it does not guarantee the wind will

24   blow and force majeure.  The facts that these risks

25   are real and substantial is proven by the fact the
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 1   Company refuses to guarantee against them.  If these

 2   risks are too significant for the Company to bear,

 3   they should be found too profound for the customers.

 4             The record in this proceeding demonstrates

 5   that the Company request should be denied.  However,

 6   if the Commission is inclined to approve the combined

 7   project, then the Office has presented conditions

 8   that the Commission should impose that will help

 9   mitigate this risk.

10             That's the conclusion of my argument.

11        CHAIR LEVAR:  Thank you, Mr. Moore.

12             Commissioner White, do you have any

13   questions for Mr. Moore?

14        COMMISSIONER WHITE:  I don't.  Well, let me ask

15   you this one question:  The conditions you proposed,

16   can you maybe compare or contrast those to what's

17   currently available in the solicitation statute,

18   which I don't want to misstate it, but essentially

19   allow that at a certain point if there's cost

20   overruns for the utility to come in.  Help me

21   understand the protections that affords versus what

22   the Office is proposing.

23        MR. MOORE:  Well, our hard cap -- well, first of

24   all, under the significant energy resource decision,

25   the statute provides that the Company needs to show
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 1   the prudence of cost overruns in a future general

 2   rate case.  Our conditions would provide other

 3   procedures that could satisfy that requirement

 4   before -- prior to a general rate case, so it leaves

 5   some flexibility there.

 6             Also, our conditions of our hard cap would

 7   give the customers protection against risks that were

 8   not in the Company's control and that they will claim

 9   were caused by decisions that cannot be interpreted

10   as being imprudent.

11             This is proper because throughout these

12   proceedings the Company has clearly taken the

13   position that costs are set and there will be no

14   overruns.  This is what the IE in Oregon relied on

15   when he -- I believe it was a man -- gave a condition

16   of an unconditional guaranty cap on costs.

17             Our condition for the multistate service --

18   for the multistate protocol is also something that

19   would occur outside a general rate case and would --

20   is a soft cap and would provide the Company -- I mean

21   the ratepayers with protections in negotiations.

22             While the Commission always serves as the

23   backdrop, this will provide us with acknowledgment

24   that the Commission is serious about this cost in

25   negotiations.
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 1             In denying the resource tracking method,

 2   which is not a condition because it's not called for

 3   in the statute, protects the customers from -- well,

 4   protects the customers from the Company from

 5   recovering all costs of the project and then when

 6   they propose to start a new general rate case -- this

 7   is just their plan -- in 2020 with a future test year

 8   proposed as 2021, that would lead to allowing them

 9   recover all the costs from the project even if they

10   are not under-earning and then set their rates on the

11   highest capital costs that are presented in the plan

12   for the combined projects.

13             And, again, the energy benefits should be

14   guaranteed at 95 percent of the forecast, again,

15   reflects the Company's position that the energy

16   costs, the energy benefits are fairly significant and

17   predictable.

18        COMMISSIONER WHITE:  Thank you.  That's all the

19   questions I have.

20        CHAIR LEVAR:  Thank you.

21             Commissioner Clark?

22        COMMISSIONER CLARK:  I want to drill a little

23   deeper on the hard cap question because I want to

24   make sure I understood what you said.  I think you

25   said that because the Company didn't -- while it did
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 1   present alternative scenarios that addressed future

 2   carbon policy costs or future -- different future

 3   scenarios related to the price of natural gas, it

 4   didn't evaluate those scenarios in terms of a variety

 5   of capital costs for the project.

 6             So because of that, then the Commission

 7   should be able to, as a condition of approving the

 8   resource, cap the costs at the cost level that was

 9   inherent in the economic analyses of the Company?  Is

10   that -- am I getting the flow right?

11        MR. MOORE:  You said it much better than me,

12   Commissioner.  I would concur.

13        COMMISSIONER CLARK:  Thank you.  I understand

14   then.

15        CHAIR LEVAR:  Thank you.  I would like to get

16   your take on a couple questions I asked earlier.  The

17   first one is, if we were to disapprove this

18   application, what would be your view of the costs

19   that have been expended to meet the Safe Harbor thus

20   far?

21        MR. MOORE:  I would concur with the Division.  I

22   believe the statute allows recovery of costs in

23   the -- allows, doesn't require -- recovery of costs

24   in the case of a denial of an energy resource

25   decision, but that should be determined in a later
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 1   proceeding to determine prudence.

 2        CHAIR LEVAR:  Okay.  Thank you for that answer.

 3   And then do you view the waiver statute as only being

 4   an option in lieu of making the application the

 5   Utility has made or is it still an option once the

 6   Utility has made its application for approval?

 7        MR. MOORE:  I believe that the waiver is still

 8   an option if this Commission would issue an order

 9   denying the application.  I also believe that the

10   record in this case would more than satisfy most of

11   the requirements of the energy resource decision

12   waiver statute and that that proceeding can proceed

13   quickly, particularly since it would -- the

14   proceedings would be in accord with most of the

15   arguments of the parties opposing the application.

16        CHAIR LEVAR:  Thank you.  I appreciate those

17   answers.  I think that concludes our questioning of

18   you.  Thank you for your closing statement.

19             Is there an agreement for who's going next?

20        MR. RUSSELL:  That would be me.  Thank you,

21   Chair LeVar, Commissioner Clark, Commissioner White,

22   for the opportunity to present closing arguments.

23   It's been a really long week, and I appreciate your

24   attention to the details of this matter.  They are

25   not easy issues, so I appreciate that.
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 1             UAE strongly opposes the Company's

 2   application for approval of the resource decisions

 3   that are before you today.  We do not believe that

 4   the Company has presented the case that these

 5   resources present the lowest-reasonable cost

 6   resources available.

 7             We believe that these resources present

 8   significant risks to UAE and to other ratepayers.  We

 9   also are keenly aware of the near-term incremental

10   rate increases that would be guaranteed if the

11   Commission were to approve the application as well as

12   a potential for long-term risks that have been

13   addressed in multiple rounds of prefiled testimony as

14   well as four days now of live testimony.

15             I won't repeat that or summarize it.

16   Rather, I'm going to address a fairly narrow issue,

17   and it is an issue or, rather, a concern that is

18   being expressed by UAE, the independent evaluator in

19   this matter as well as the Commission in the prior

20   docket regarding approval of the solicitation

21   process.  And I want to explain how that concern has

22   not been addressed.

23             As the Commission is, of course, well

24   aware, the Commission granted the Company's

25   application for approval of the solicitation process
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 1   with the suggested modification that the Company

 2   include solar resources.  UAE and other parties had

 3   suggested to the Company to expand the RFP to include

 4   solar resources or others, and when the Commission

 5   granted the application with that suggested

 6   modification, it included -- I'll use my term --

 7   warning, I suppose, that in a later proceeding, this

 8   proceeding, the Company would have to come in and

 9   justify its decision if it elected not to include

10   those solar resources.

11             And, of course, we know that the Company

12   did not include solar resources.  What the Company

13   has said in response to that statement in the

14   Commission's order is that, having gone through this

15   process and placed the projects that were included in

16   the solar RFP final shortlist against the projects in

17   the wind RFP final shortlist into their SO model

18   through 2036 and had that model selected both

19   resources or both sets of resources, that that

20   satisfies the conditions.  And I'm going to talk a

21   little bit about why it does not.

22             And indeed I think I'm going to leverage

23   most of that argument on the statements of the

24   independent examiner engaged by this Commission as to

25   why it does not, but first, I want to talk about what
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 1   we know now that we did not know when the Commission

 2   approved the solicitation process.  We knew when the

 3   Commission approved the solicitation process that the

 4   independent examiner had said that he can't determine

 5   whether the process will lead to the lowest-cost

 6   resources.

 7             Mr. Oliver testified in this proceeding he

 8   couldn't know that until the end.  It was kind of

 9   results-based determination.  He won't know until we

10   get to the end.  Now that we're at the end, he has

11   stated in both in the report and in his live

12   testimony that he can't say that the process -- even

13   now he could not conclude that the process resulted

14   in the lowest-reasonable-cost resources.

15             And I'll direct your attention to pages 71

16   and 84 of the independent examiner's report.  I'll

17   quote from page 84.  What he says is "Since

18   PacifiCorp's solicitation is based solely on the

19   solicitation for system wind resources, it is not

20   possible to determine if other resources would have

21   been included in a final least-cost, least-risk

22   system portfolio, potentially displacing one or more

23   wind resources."

24             We don't have a transcript yet of the

25   Wednesday proceeding, but I have listened to some of
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 1   the audio, and I'll direct your attention if you're

 2   so inclined to the audio of the May 30 proceeding

 3   starting at around an hour and nine through around an

 4   hour and 13 minutes for his live testimony on that

 5   point.

 6             Mr. Oliver also testified his

 7   recommendation to approve the wind-only RFP process,

 8   so to exclude other resources, was based on his

 9   understanding that PacifiCorp sought to take

10   advantage of a time-limited opportunities to -- for

11   the PTCs.  He testified live before you that, had he

12   known PacifiCorp was taking the position that the

13   resources it sought to install would be based on a

14   capacity contribution, that he might have made a

15   different recommendation than the one that he did

16   make.

17             I think we also know now, having seen the

18   results of the solar RFP, that the solar -- the cost

19   of the solar resources from PacifiCorp's 2017 IRP

20   were wildly inflated.  PacifiCorp was wildly wrong

21   about the cost of solar, the cost to produce solar

22   and the competitiveness of solar as compared to the

23   competitiveness of wind.

24             My colleagues have discussed it some

25   already.  We have seen testimony from Mr. Peaco,
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 1   Mr. Hayet, and Mr. Mullins, all pulling from

 2   PacifiCorp's own numbers that the solar resources are

 3   vastly superior when you look at that 2050 time frame

 4   and also that the solar resources provide greater

 5   benefits in that 2050 time frame, and there is no

 6   price-policy scenario, whether you're looking at 2036

 7   or 2050, in which the installation of the solar

 8   resources results in costs to ratepayers.

 9             In contrast, the wind resources, I will

10   acknowledge PacifiCorp's own numbers say the wind

11   resources result in benefits in all nine price-policy

12   scenarios through 2036 but only seven of the nine

13   through 2050.  The solar resources provide benefits

14   in all 18, whether you're looking at 2036 and 2050.

15             And I'll point to you the page numbers of

16   the prefiled testimony, page 53 of Mr. Peaco's

17   surrebuttal testimony, pages 25 through 27 of

18   Mr. Hayet's surrebuttal testimony, and pages 18

19   through with 21 of Mr. Mullins's surrebuttal

20   testimony.

21             I will also address -- I also want to

22   address PacifiCorp's statement that placing the solar

23   alongside the wind in the SO model, running that out

24   to 2026 satisfies its obligation to demonstrate to

25   you that it was a wise decision or a prudent decision

0197

 1   to exclude solar.  I think it actually shows quite

 2   the opposite.

 3             The fact that the SO model selects solar

 4   and wind ought to tell you they should have been

 5   included because that's what would have happened if

 6   PacifiCorp had priced solar correctly in the IRP to

 7   begin with.  As you recall in the solicitation

 8   approval docket, there was a fair bit of discussion

 9   and disagreement about the cost of solar.

10             I'm not going to repeat the Commission's

11   order on that, but there were parties to the

12   proceeding that indicated solar was a lot cheaper

13   than what PacifiCorp was saying and, if PacifiCorp

14   had priced it correctly, we may have had that result,

15   which is their SO model yielding a result that solar

16   and wind ought to be placed in same the RFP and not

17   in separate RFPs.

18             And I also want to talk a little bit about

19   the statements of the independent examiner that

20   explain how and why you can't look at that 2036 time

21   frame to adequately compare different price

22   structures.  This is PPAs versus BTAs and benchmark

23   resources.  And this goes whether the PPA is a solar

24   or a wind resource, but because they are different

25   price structures, because they have different
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 1   lengths, it's inadequate to just take look at the

 2   20-year price range.  So just very quickly, with a

 3   BTA or a benchmark, those all run out to 30 years.

 4             The way that PacifiCorp has modeled those,

 5   the way that it models them now and the way that it

 6   modeled them in the SO run that it's talking putting

 7   them side by side with solar, is to have all of the

 8   PTCs using nominal numbers, meaning that they all

 9   occur in the first ten years.

10             So that 2036 look captures 100 percent of

11   the production tax credits from the BTA and benchmark

12   resources.  In contrast, when you're talking about a

13   20-year PPA, because the solar resources would have

14   come online at the end of 2020, you're looking at the

15   first 16 years of a PPA, and PPA, the structure is

16   that the developer takes the cost -- or excuse me --

17   takes the risk that it will bid the right price to --

18   taking the risk of its own capital costs and its own

19   ability to harvest ITCs or PTCs, I suppose.

20             And so it builds that into its price, and

21   that's then levelized out over a 20-year period, so

22   now, you are looking at 16 of those 20 years because

23   the 2036 model does not go out to the full-term of

24   the solar or the wind PPA.  So you're capturing 16 of

25   20 years of the PPA, which means that you're only
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 1   capturing 80 percent of the tax credit benefits.

 2   You're also only capturing 80 percent of the cost,

 3   assuming the benefits and the cost -- the tax credits

 4   and the capital costs are evenly distributed.

 5             In contrast, as I mentioned, you're getting

 6   100 percent of the tax credits from a BTA or

 7   benchmark resource, but because PacifiCorp has

 8   insisted on continuing to use real levelized costs

 9   for those resources -- and we talked about this some

10   in the repowering docket -- but what that means is

11   that you take the capital costs and you spread them

12   out evenly every year for 30 years.

13             When you look only at 2036, you're leaving

14   out the last 14 years, or approximately 50 percent of

15   the costs of that project.  For all of those reasons,

16   the independent examiner indicated that's not the

17   appropriate way to compare those two different types

18   of price structures.

19             There are a number of places in his

20   report -- Mr. Hayet talked about them some this

21   morning -- where Mr. Oliver indicated, or the IE

22   indicated, that using the SO model out to 2036

23   presents a bias towards the BTA and benchmark

24   resources for all the reasons I just indicated.

25             I can give you those citations.  I think
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 1   Mr. Hayet actually captured them this morning.  I

 2   think they are on pages 62, 64 to 65, and 81, and

 3   those are all from the -- I apologize for this --

 4   from the confidential version of the IE's report.  I

 5   don't have the citations from the redacted version.

 6             I do want to read from some of those.  At

 7   page 62, page 62 of the IE's report he states, "The

 8   capital cost inputs for the benchmarks and BTAs are

 9   based on real levelized costs for the period 2017 to

10   2036, consistent with the IRP methodology.  The IEs

11   raised the issue that this approach could bias the

12   evaluation results towards BTA options if only a

13   portion of the capital costs associated with the

14   benchmarks and BTAs are recovered during the

15   20-year evaluation period since these projects have a

16   30-year life and capital-cost recovery period."

17             He goes on to talk about the IEs, the

18   Oregon IE having asked PacifiCorp to run a

19   sensitivity case in which the PTC values would also

20   be levelized, and that's precisely what Mr. Hayet did

21   in his analysis that I referenced you to earlier.

22             On page 65 of the Utah IE report, the

23   statement here is "The Oregon IE requested a

24   sensitivity where the PTC benefits produced by BTA

25   and benchmark options would be levelized over the
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 1   full 30-year life of the project.  A second issue

 2   raised by the IEs was whether the term of the

 3   analysis through 2036, approximately 16 years, and

 4   the real levelized cost treatment for capital revenue

 5   requirements adequately reflects all the capital

 6   costs associated with utility ownership options over

 7   a 30-year project life."  That's at page 65.

 8             I'll remind the Commission of Mr. Hayet's

 9   testimony where he stated that in order to determine

10   to place PPAs and BTAs on an equal footing, you have

11   to go out to the end of the life of the project.  So

12   he testified for a BTA or benchmark option it's

13   30 years.  You have to go out to 30 years.  If it's a

14   PPA option, it's 20 years.  You go out to 20 years.

15   He also indicated if there's a five-year option, you

16   go out to the end of that option as well.

17             And for those reasons I submit that

18   PacifiCorp has not demonstrated that it was correct

19   or made correct decision in deciding not to include

20   solar in the RFP, and I think the results would have

21   been very different if they had.  Thank you.

22        CHAIR LEVAR:  Thank you, Mr. Russell.

23             Commissioner Clark, do you have any

24   questions?

25        COMMISSIONER CLARK:  No questions.  Thank you.

0202

 1        CHAIR LEVAR:  Commissioner White.

 2        COMMISSIONER WHITE:  No questions.  Thank you.

 3        CHAIR LEVAR:  We have had a lot of different

 4   parties weigh in on a couple issues, so I'll just get

 5   your position on them too.

 6             What's your -- do you have a position on

 7   the statutory authority for one of the conditions

 8   recommended by the Office, a hard cap, as a -- since

 9   we have one statute that says we can impose

10   conditions; we have another statute that refers to

11   future prudence review of any cost overruns, do you

12   have a view on those?

13        MR. RUSSELL:  On the hard cap, I don't.  The

14   Commission can, of course, impose conditions.  I

15   think the statute is fairly clear it can do that.

16   Whether the statutory authorization to impose

17   conditions runs up against other potential concerns,

18   I don't know.  I don't know enough about this to be

19   helpful to you here.  I wish I did.

20        CHAIR LEVAR:  Okay.  Well, then another question

21   that I've asked other parties is do you have a

22   position on the waiver statute whether it's an

23   either/or that can only be applied for in lieu of the

24   application we have in front of us now or whether

25   it's still an option that remains available?
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 1        MR. RUSSELL:  Yeah, I appreciate that.  I

 2   don't -- I think when it was written it was probably

 3   contemplated as an either/or but when you look at the

 4   statute, it doesn't indicate that you have one or the

 5   other.

 6             So my suspicion is that if we look at the

 7   plain language of the statute and the Commission

 8   elects to decline to approve, that the Company could

 9   turn around and file an application for the waiver

10   under the other provision and we could move forward

11   that way.

12        CHAIR LEVAR:  Thank you.  I appreciate your

13   answers to those.

14        MR. RUSSELL:  Can I address one of the questions

15   you've asked other parties?

16        CHAIR LEVAR:  Yes.

17        MR. RUSSELL:  Okay.  It relates to your question

18   about robustness and how the interconnection queue

19   addresses -- I'll be very brief.  You will recall I

20   had the discussion with Mr. Oliver about this issue,

21   and I'll be candid:  He testified he thinks the

22   robustness element was met.

23             But he also indicated that he thought that

24   the interconnection queue eliminated most, if not

25   all, of the competition for the benchmark resources.
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 1   And I submit to the Commission that the issue of

 2   competition is really at the heart of what the

 3   robustness element is about.

 4             While Mr. Oliver and I may disagree about

 5   the definition of that, I think that ought to carry

 6   some weight.  I don't think you should ignore the

 7   market response, but I do think that the purpose of

 8   setting up a solicitation process to garner a market

 9   response is to garner a market response that can

10   compete for the benchmark resources.

11        CHAIR LEVAR:  Thank you.  I appreciate that

12   additional perspective, and thank you for your

13   closing statement.

14        MR. RUSSELL:  Thank you.

15        CHAIR LEVAR:  Mr. Baker.

16        MR. BAKER:  Thank you.  Good afternoon,

17   Chairman LeVar, Commissioner Clark, and

18   Commissioner White.  On behalf of the Utah Industrial

19   Energy Consumers, I appreciate the opportunity to

20   provide these closing arguments and discuss why this

21   Commission must deny the Company's request.

22             A significant energy resource requires an

23   energy resource decision.  The Company's decision --

24   Ekola Flats, TB Flats I and II, and Cedar Springs --

25   was first announced in this docket a short two weeks
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 1   before the start of this hearing in the Company's

 2   surrebuttal testimony.  Before this final decision

 3   PacifiCorp changed its mind not just once or twice

 4   but three times, the resource portfolio

 5   justifications or analyses changing with each round

 6   of filed testimony.

 7             The Company's shifting stories date back to

 8   at least 2015 when the Company represented to this

 9   Commission that it had no resource need for the next

10   decade.  During the same 2015 proceeding, the Company

11   also argued its desire to protect ratepayers from

12   inherent uncertainties associated with 20-year

13   forecasts and the fixed-cost risk that hedges against

14   future prices creates.

15             Prudent concerns, given RMP history of

16   being wrong, as Mr. Mullins's testimony demonstrates,

17   the Company's official forward price curve has

18   exceeded actuals approximately 90 percent of the

19   time.  Casting these ratepayer concerns aside today,

20   the Company is asking the Commission to approve a bet

21   of an estimated $2 billion against future forward

22   forecasts modeled out over 30 years.  Based on its

23   earlier statement, this is a bet the Company would

24   not make or not recommend.

25             By failing to make a decision and stand
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 1   still, the Company deprived UIEC and other parties

 2   from ever having a full and fair opportunity to

 3   assess the true project, its costs, risks, or

 4   purported benefits.

 5             Besides failing to comply with the Energy

 6   Resource Procurement Act and its regulations that

 7   require a final resource decision before an

 8   application is ever submitted, the Company's rush for

 9   tax credits has affected the entire process, leaving

10   this Commission no choice but to deny the resource

11   decision.

12             This Commission cannot preapprove a project

13   and in the process create the uncertainty in this

14   proceeding, taking real money from real ratepayers'

15   pockets on an incomplete record.  The Commission must

16   make complete, accurate, and consistent findings of

17   fact in accordance with the Energy Resource

18   Procurement Act, which on this incomplete record, it

19   cannot do.

20             The resulting failure to undertake a

21   complete review of the facts required by this act

22   invites error and would be arbitrary and capricious.

23   As part of its public interest review, this

24   Commission must evaluate risk.  As described in the

25   testimony of Mr. Mullins and supported by the
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 1   testimonies of Dr. Zenger, Mr. Peaco, Mr. Vastag,

 2   Mr. Hayet, opinions from the Oregon and Utah

 3   independent evaluators and an order from the Oregon

 4   commission, the combined projects have much risks --

 5   cost overruns, project delays, underproduction, and

 6   interstate allocation to name a few.

 7             And let's not forget the uncertainty in the

 8   Company's modeling assumptions.  Mr. Mullins's

 9   testimony and summary today demonstrated that a few

10   minor adjustments such as wholesale transmission

11   revenues and wind integration costs would disrupt the

12   claimed benefits in the Company's preferred medium

13   gas/medium CO2 price-policy scenario.

14             Missing from this record are final drawings

15   of new critical towers as well as the executable

16   governing contracts.  The foundation of the Company's

17   alleged mitigation measures and their squishy, my

18   term, guarantees against these risks.

19             The Company submitted only generic

20   pro forma examples offered to bidders as part of the

21   RFP.  We have no way of knowing whether or not these

22   pro forma, after having undergone significant

23   redlines, resembled their original form.  The Company

24   admitted that the revisions were to material terms

25   and conditions involving contractor guarantees and
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 1   excusable events such as the definition of a

 2   force majeure, a definition the Company intends to

 3   use to limit its PTC qualification commitment, and

 4   these agreements still remain in negotiation.

 5             An opportunity for limited party review of

 6   these ever-changing drafts, which the Company claimed

 7   to be highly confidential, is an ineffective

 8   alternative for the Company's failure to have final

 9   executable documents by April 16, 2018 as pledged by

10   Mr. Teply in his January and February testimonies, by

11   May 15 with the Company surrebuttal or at this

12   hearing at the latest.

13             And with these last two I'm not suggesting

14   that such a last-minute surprise would not prejudice

15   the parties in this process.  One must wonder if the

16   Company is as good at meeting construction deadlines

17   as it professes.  Perhaps this demonstrated inability

18   to meet schedules help drive the 7 percent cost

19   overrun the Company experienced on portions of the

20   Energy Gateway transmission line, an approximately

21   40 million-plus hit to the combined project forecast

22   economics, if history repeats itself.

23             Failure to submit to the record such

24   foundational documents deprived UIEC, parties, and

25   the Commission an opportunity to review, explore, or
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 1   even verify the Company's risk mitigation claims.

 2   "Because the Company told you so" is not sufficient

 3   grounds on which this Commission can render a

 4   decision.

 5             We also do not know the impacts of the

 6   appeal of the RFP approval in Docket 17-035-23.

 7   Subparagraph (3)(a) of Title 54, Chapter 17, Part 3

 8   requires that a resource decision comply with the

 9   Energy Resource Procurement Act and its rules.  A

10   resource decision cannot comply with the Energy

11   Resources Procurement Act if the entire RFP

12   process -- the first step under the Act did not

13   comply with the Act.  This question now rests with

14   the Utah courts.

15             We do not speculate on this appeal risk.

16   It exists and the Company failed to tell this

17   Commission how this risk could impact the combined

18   projects.  More troubling, when asked about options

19   to protect ratepayers in the combined projects from

20   this risk, Ms. Crane merely indicated the Company

21   would comply with future orders, effectively ignoring

22   a risk that the Company would not accept in its own

23   arm's length agreements and depriving the Commission

24   an opportunity to explore this appeal risk, its

25   impact, and possible mitigation.
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 1             The Company similarly failed to explore the

 2   risks associated with the Oregon commission's refusal

 3   to acknowledge the RFP shortlist, because -- I refer

 4   you to page ten of the Order, DPU Cross-Exhibit No. 3

 5   and quote:

 6             "We simply cannot conclude at this time

 7   that the narrow shortlist from the Company RFP, a

 8   package bundle of mostly Company owned Wyoming wind

 9   resources connected to a single transmission line

10   clearly represents the renewable resource portfolio

11   offering the best combination of cost and risk for

12   the Company customers."

13             The Company does not have a pre-approval,

14   order, stipulation, or otherwise in Oregon, a state

15   with an aggressive RPS standard, and must now seek

16   rate recovery in the future from a commission that

17   is, at best, skeptical of the Company's decision.

18             The Company refused to address how Utah

19   customers will suffer in the event of a full or

20   partial disallowance in Oregon.  This Commission

21   should not race ahead of Oregon and disadvantage Utah

22   by preapproving a decision that does not offer the

23   lowest-cost, lowest-risk resource to Utah customers.

24             Project supporters make much about the

25   do-nothing alternative.  Assuming for the sake of
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 1   argument something to which UIEC does not agree, that

 2   something needs to be done, do-nothing is not the

 3   only alternative.  In the Company's own words, solar

 4   resources, which the Company sensitivity demonstrates

 5   better economic benefit to ratepayers and which

 6   offered better capacity to fill a falsely claimed

 7   need, can still being built and will get cheaper.

 8   The Company's actions deprive an alternative in this

 9   proceeding.

10             It isn't good enough the combined projects

11   may provide environmental benefits.  It isn't good

12   enough that sprinkled with fairy dust, again, my

13   term, the combined projects' economics look good.

14             Marginal, speculative benefits that quickly

15   vanish with the occurrence with any one risk or

16   modest assumption adjustment, let alone a combination

17   of them, do not support a pre-approval.  We must know

18   the costs; we must know the risks with much more

19   certainty.  We must have a complete record.  We have

20   none of these.

21             Neither the record, nor this process,

22   pressured to chase PTCs, support or permit Commission

23   approval of the combined projects.  Accordingly the

24   UIEC requests the Commission deny the Company's

25   request.  Thank you again for the opportunity to

0212

 1   present UIEC's position.

 2        CHAIR LEVAR:  Thank you, Mr. Baker.

 3             Commissioner White, do you have any

 4   questions for him?

 5        COMMISSIONER WHITE:  I don't.  Thank you.

 6        CHAIR LEVAR:  Commissioner Clark.

 7        COMMISSIONER CLARK:  No questions.  Thank you,

 8   Mr. Baker.

 9        CHAIR LEVAR:  Do you want to address any of the

10   questions that I've asked some the other parties?  Do

11   you want me to repeat them?

12        MR. BAKER:  Sure, yeah, there's a couple of them

13   that I would like to comment on them.  The first, if

14   I may, just a brief moment respond to your question

15   regarding exceptions to the first-come, first-served

16   transmission queue exception.

17             I would like to refer you to 128 FERC

18   P61155 as an example of the cluster study waiver that

19   Ms. McDowell referenced.  In this case El Paso

20   Electric company requested and was granted such a

21   study exception to facilitate studies to help meet

22   New Mexico's renewable portfolio requirement.

23             I understand that a cluster study waiver

24   can't waive the first -- first there -- first-in,

25   first-selected requirement.  However, it can have the
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 1   practical effect of moving a resource up the queue.

 2             For example, if a higher queue project

 3   drops out of the queue, for example, as being

 4   selected in an RFP, a lower queue project part of a

 5   clustered study would move up the queue, and with the

 6   benefit of having this advance to a completed study.

 7   Such an event could have avoided the queue cut-off

 8   impact in dispute, but now we will never know.

 9             With respect to the soft cap issue and

10   whether or not future prudence review under the

11   statute would provide inadequate mechanism, I just

12   would argue that once the first -- I find it

13   problematic and of little comfort that once the first

14   cubic foot of concrete is poured the temptation of

15   the sunk cost fallacy would be too great.

16             With respect to whether the Commission can

17   put in hard caps, I too can't, you know, describe

18   further than what others have, and I would submit

19   that with respect to the waiver question, the law is

20   not clear.  I can't cite to anything to say that, you

21   know, the Company cannot proceed with a waiver should

22   this process -- should it be denied during this

23   process.

24             I will say, however, that that would seem

25   to provide an unfair second bite at the apple, and in
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 1   some instances render this process meaningless.

 2             With that, I have nothing further.

 3        CHAIR LEVAR:  Thank you.  I appreciate your

 4   answers and your closing statement.

 5             Ms. McDowell, we have time reserved for

 6   final statement.

 7        MS. MCDOWELL:  Thank you, Commissioners.  Let me

 8   just begin by going around the room and addressing, I

 9   think, the arguments generally in order although I

10   may combine some of my responses if it makes sense.

11             First of all, with respect to the DPU's

12   extensive comments on the MSP process, I would say

13   most of that was not reflected in testimony and not

14   developed in the record, but in any event I think the

15   reason it was not developed in the record and subject

16   of much conversation in this hearing is because MSP

17   is its own separate process.

18             And I guess would urge you to keep it that

19   way and not prejudge or prejudice what's going on in

20   that docket by making really advanced or premature

21   decisions about allocation issues in this docket.

22   Just echoing what Commissioner LeVar said, we don't

23   think it's necessary for the Commission to address

24   MSP or allocation issues at this point because the

25   Commission can always backstop that issue by
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 1   reviewing it at a later point and we think that's

 2   what's most appropriate here.

 3             Moving on to some of the comments that the

 4   Committee made.  First of all, the Committee

 5   reflected or started out its closing argument by

 6   referring to the low-cost factor, the first factor in

 7   the list of six factors as the primary factor the

 8   Commission must decide.

 9             I think it's clear that all of the factors

10   are important.  There is no direction to the

11   Commission to consider one as a primary factor and

12   ignore the others.  I think on a case-by-case basis

13   the Commission has looked at different factors in

14   different ways.

15             And with respect to how we believe we've

16   satisfied that statute, we believe we satisfied it in

17   the same way that the Commission has historically

18   looked at this issue and in the way the Commission

19   looked at it in the repowering docket, which is to

20   look at the benefits of resource acquisition and also

21   look at the whole context.

22             So the part of the Committee's statement

23   that we're alleging that basically by acquiring wind

24   now with a promise to look at solar later, that

25   that's our position that's how we satisfy it, that's
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 1   just not a correct statement of the record.  What we

 2   have said is that applying our SO model, applying the

 3   model in which we compared all of the bids in the RFP

 4   process, if you apply the RFP model, which is the

 5   SO model to do the comparative analysis of solar bids

 6   and wind bids, we did that analysis head to head and

 7   the wind projects came up better.

 8             And that's the primary basis for which --

 9   and that's not to say solar didn't have benefits.

10   We've also said solar looks good, so we'll continue

11   to explore that, but in terms of what goes first,

12   both the timing of the wind and the benefits of the

13   2036 analysis is what the Company relied on.

14             Now, folks -- and I'll kinds of get into

15   some of the UAE at this point too -- folks have said,

16   "Well, but other analyses show that solar is better."

17   I guess this is the point we tried to make

18   throughout, that it is important and it's actually a

19   requirement of the rule to apply consistent analyses

20   across all RFP processes.

21             And the consistent analysis was that

22   20-year SO model.  That's what we used in the IRP.

23   That's what we used in the RFP.  Certainly the IE

24   asked for some sensitivities to 2050.  We did those,

25   and the IE's conclusions were, based on those
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 1   sensitivities, that ultimately there was no bias.

 2             And if you go to page 81, which people

 3   continue to say -- they want to go to this as far as,

 4   you know, "The IE says basically the results were

 5   basically comparable, perhaps there's a small bias,"

 6   and folks end there.  And then the IE's ultimate

 7   conclusion was "We do not believe any bid had an

 8   undue inherent competitive advantage within the

 9   parameters of the solicitation process."

10             That was the conclusion, and it's not fair

11   to just read down to the one section and not take

12   into account the conclusion of the IE in that

13   context.  Another issue that the Committee -- excuse

14   me -- the Office.

15        COMMISSIONER CLARK:  Can I ask you a question

16   about that before you leave?

17        MS. MCDOWELL:  Of course.

18        COMMISSIONER CLARK:  Do you understand that

19   statement to be about the analysis process or isn't

20   it really about the information requirements that the

21   bidders had?

22        MS. MCDOWELL:  So I read the statement and I

23   thought this was the discussion in the hearing with

24   the IE that basically it all follows on that you have

25   the discussion about the modeling and then the IE
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 1   concludes that there was no inherent competitive

 2   advantage with respect to one type of bid over

 3   another, and that is a fair conclusion based on the

 4   statement that says that the results above -- the

 5   results showed that the BTA and PPA for the most

 6   competitive projects to be close in value.

 7             In addition on page --

 8        COMMISSIONER CLARK:  Thank you.  I apologize for

 9   interrupting.

10        MS. MCDOWELL:  No worries.  On page 75 there's a

11   related conclusion from the IE stating "Overall the

12   results indicated that there did not appear to be an

13   inherent advantage associated with the utility

14   ownership bid due to shorter evaluation purposes for

15   purposes of evaluating and selecting a portfolio of

16   resources."

17             So, again, that's back to the 2036

18   analysis, and I'm stressing this because, you know,

19   you can't do -- I mean it's a basic premise of the

20   RFP process that you need to use a consistent

21   analysis across your bidding process.

22             So you can't use one analysis to judge all

23   of -- to comprise your shortlist and to assess the

24   projects and then at the end use a different

25   analysis, a 2050 nominal analysis and say, "Oh,
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 1   that's what the results should have been."

 2             When we applied the analysis, we used

 3   across the board to the comparison of solar and wind,

 4   wind came up ahead of solar, and that's before taking

 5   into account the cost of the transmission line, which

 6   if you do the solar bids, you're left in a position

 7   where the customers are exposed to the 300 million

 8   net present value of the cost of that line.

 9             The Company's clearly indicated that line

10   is in the plan for 2024.  That's a near-term need.

11   Now, the Company with its transmission planning has

12   made clear it takes those dates and tries to be as

13   flexible as possible to ensure that those lines can

14   be brought on as cost effectively as possible.

15             But that's not to say when you have a need

16   like that you can continue to push it on and out into

17   the future for forever.  I think all the discussion

18   around the transmission queue and the congestion

19   reinforces that is it really not a question of if;

20   it's question of when with respect to that line.  And

21   you've heard that testimony from many of the

22   Company's witnesses on that point.

23             So while some folks say "Well, it's an

24   advantage the solar bids don't require the

25   transmission line," from our perspective what happens
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 1   if you go forward with the solar bids, they might

 2   look attractive because you don't have the

 3   transmission costs, but you also don't have the

 4   benefits that are paying for that transmission, which

 5   is ultimately the 300 million NPV costs for the

 6   transmission line.

 7             So with respect to the concerns that we,

 8   you know, never reviewed other bids outside of solar,

 9   that we should have done an all-source bidding

10   process, I just want to say no party has ever raised

11   this issue that the Company should have looked at a

12   gas plant or that some other kind resource would be

13   competitive.  That just was never disputed here.

14             The only issue raised was would solar

15   resources be competitive, and that's simply because

16   the IRP process clearly showed that the renewable

17   resources were the only resources that could possibly

18   compete with the front office transactions.  So

19   that's the evidence on that.

20             With respect to the need question, I just

21   want to say that on the one hand the Office has said

22   that the 2050 analysis is the one that the Commission

23   ought to be looking at even though the 2036 analysis

24   was used in the RFP process, and they are pointing to

25   the wind repowering order for that.

0221

 1             And it was clear -- and I think the

 2   testimony was clear -- is that the 2050 analysis in

 3   repowering was particularly important because that

 4   back-end benefit was such a big part of the analysis

 5   of whether repowering made sense.

 6             So once -- basically it's the life

 7   extension benefit.  Once the old plants were going to

 8   go off, what was the value of the remaining years

 9   where you presumably would not have had those wind

10   plants, and that's a very large benefit which was not

11   captured in the 2036 analysis.

12             So here, we've got a different set of

13   considerations.  We're really looking at how does the

14   RFP compare to bids, and it uses the 2036 model for

15   that.  But in any event, on the one hand, the Office

16   is pointing to the repowering order for the use of

17   the 2050 analysis but then not considering how the

18   Commission really reviewed that low-cost factor in

19   the context of the repowering decision.

20             The Commission really looked at benefits,

21   and is there a net benefit, and economic benefit, to

22   customers, not some of the other need arguments that

23   have been raised both here and in the repowering

24   context.

25             So let me just check my notes here for a
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 1   moment.  It's hard to talk and read my notes at the

 2   same time.  So just give me one moment to catch up.

 3             So there is also the contention that simply

 4   having the line in our long-term plan is not enough

 5   to show need for that transmission line, and I think

 6   there's been a fair amount of evidence beyond just

 7   the fact that that line is in our transmission plan

 8   to show the need.

 9             And it's some of the issues I raised

10   earlier about relieving congestion, providing

11   additional voltage support, allowing the Company to

12   manage all of its resources more flexibly, and the

13   evidence we've produced that even the Dave Johnston

14   plant closes and even if there is no additional wind

15   that's brought on, we still are in a place where

16   we're very close to having -- you know, being put

17   into that place where we have a reliability need that

18   would mandate construction of that line and bring on

19   that $300 million NPV cost.

20             Now, there was -- there have been questions

21   about the hard cap and the legality of the hard cap.

22   I just want to also make an argument that isn't just

23   around legality but is around fairness.  What we're

24   looking at here is a proposal to cap the Company's

25   costs at its estimates to ensure some level of
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 1   benefit.

 2             And the fallacy of that argument is that

 3   you could have a situation where you've capped the

 4   Company's costs at the estimated level; you end up

 5   having significant benefits that, you know, maybe are

 6   either what the Company's estimated or even more than

 7   that; there's an occurrence that's outside of

 8   Company's control that the Company prudently responds

 9   to, say, costs at 50 million; and a hard cap would

10   put the Company in a position that, notwithstanding

11   the fact customers are enjoying potentially hundreds

12   of million of dollars of benefits, the Company is not

13   going to be able to recover that 50 million in

14   prudent expenditures.

15             So it puts the Company in a position where

16   people are not saying, you know, "Cap this at the

17   projected benefits."  They are saying, "Cap it at the

18   projected costs irrespective of benefits."  So you do

19   get in a position -- we think any hard cap is

20   inappropriate and not authorized.

21             But it's also pretty unfair because it

22   could lead to a situation where customers have

23   significant benefits and the Company is unable to

24   recover prudent costs.

25             So with respect to UAE, some of UAE's
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 1   comments around the IE and his conclusions that he

 2   personally could not say whether -- because he was

 3   not the IE in the solar resource RFP and had not

 4   reviewed all the evidence in this docket and the IE

 5   work in that solar docket, that he personally could

 6   not say that the wind resources -- well, he said

 7   certainly that the wind resources provided

 8   substantial benefits to customers and were the best

 9   and most competitive bids the market could offer for

10   wind.

11             He could not say whether they were, on a

12   relative basis, lower cost than solar, that that was

13   just not his job.  I just want to be clear -- and I

14   believe the IE testified -- that that's not to say

15   that you can't make that decision based on the record

16   that we've provided you, which is much more extensive

17   than what the IE reviewed.

18             So let me just be clear that the IE did not

19   say that that decision can't be made by you.  He said

20   it could not be made by him based on scope of his

21   work.

22             We believe, based on the record that we

23   have provided, that both based on the benefits, the

24   analysis the Company did do of the solar resources,

25   the conclusions of that analysis -- which is wind
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 1   now, solar next -- that all of that supports the

 2   satisfaction of that first factor, that low-cost

 3   factor.

 4             Now, with respect to the some of UIEC's

 5   comments, one of the comments that UIE's counsel made

 6   was that the contracts are missing from the record

 7   and that's problematic.  I just want to reinforce for

 8   the Commission the point that the resource approval

 9   statute really contemplates approval before getting

10   into these binding contracts, that it is the normal

11   course of events, at least based on the cases I've

12   read, in particular the Bridger SCR case, where the

13   Company really takes the contracts up to, you know, a

14   sort of finally negotiated point, waits for the

15   regulatory approval process to be depleted, and then

16   files the contracts with the Commission so the

17   Commission can review them.

18             Obviously, the Company's implementation of

19   its resource decisions are subject to a prudence

20   review by the Commission, so assuming those contracts

21   did not comport with representations the Company made

22   in the context of this proceeding, that would be

23   subject to future commission review.

24             Now, with respect to UIEC's position that

25   there is a major risk associated with the appeal of
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 1   the RFP, you know, just there's an irony that UIEC

 2   has brought this appeal and now claims the Company --

 3   that there's a huge risk associated with it the

 4   Company has not considered.

 5             I mean it seems inappropriate or ironic for

 6   a party to create a risk and then say, "Oh, there's

 7   too great a risk to proceed and the Company can't

 8   move forward and the Company hasn't considered that

 9   risk."

10             I guess we're -- the appeal has yet to go

11   forward, but we believe that just based on similar

12   comments that we've made here about the satisfaction

13   of the low-cost factor, we don't think the appeal has

14   merit.  We also think it's inappropriate for a party

15   to create a risk and then claim the Company hasn't

16   properly addressed the risk that they've created.

17             And with respect to the UIEC's comments

18   about the Oregon order on the RFP shortlist, UIEC

19   referred to this as, you know, that we did not -- the

20   Company did not get a pre-approval order.  I want to

21   be clear:  There is no such thing as a pre-approval

22   order in Oregon.

23             The closest thing that Oregon has to that

24   would be IRP acknowledgment or RFP shortlist

25   acknowledgment, one or the other; you don't need
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 1   both.  In this case the Company had IRP

 2   acknowledgment, and that's as good as it gets in

 3   Oregon.  There is no pre-approval scheme like there

 4   is in Utah.  I don't think the commission could have

 5   been clearer in its order that they were not

 6   prejudging the outcome and clearly encouraging the

 7   Company to go forward and present this in the normal

 8   course under Oregon law.

 9        COMMISSIONER CLARK:  Can I interrupt you there a

10   second.

11        MS. MCDOWELL:  Of course.

12        COMMISSIONER CLARK:  Would you remind me of the

13   timing of IRP acknowledgment in Oregon and your

14   pursuit of RFP acknowledgment in Oregon, how those

15   operated, what was the timeline for each of them.

16        MS. MCDOWELL:  So the IRP acknowledgment was in

17   December and the RFP shortlist acknowledgment order

18   was just a couple weeks ago.  So, basically, just

19   like here, the RFP went on concurrently with the IRP.

20   The IRP was acknowledged first, and then the RFP

21   shortlist issue came before the Commission.

22             And frankly, you know, I think one of the

23   drivers for the commission's decision was that they

24   had already provided IRP acknowledgment, so they

25   could reserve questions on the RFP shortlist because
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 1   they -- since they had provided IRP acknowledgment,

 2   it really wasn't -- you know, it was a redundant

 3   acknowledgment in some ways, and I think that was the

 4   gist of the Commission's order.

 5        COMMISSIONER CLARK:  Is it something you apply

 6   for?  You initiate?

 7        MS. MCDOWELL:  It's a requirement --

 8        COMMISSIONER CLARK:  A request?

 9        MS. MCDOWELL:  It's a requirement of a

10   competitive procurement process in Oregon, so it was

11   not something that the Company -- it had to do it

12   because it's just a requirement of the procurement

13   process, so the Company, as a part of the procurement

14   process, it got approval of its RFP.

15             And when it came to -- when it had prepared

16   a final shortlist, it was required as a part of the

17   procurement review to ask the Commission to

18   acknowledge that final shortlist, and that's the

19   process that occurred.

20        COMMISSIONER CLARK:  Thank you.

21        MS. MCDOWELL:  Before I conclude, let me check

22   with my colleagues to make sure there's nothing else.

23             Just a couple of other points, assuming I

24   have a couple more minutes.

25        CHAIR LEVAR:  Assuming time for questions, but
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 1   yeah --

 2        MS. MCDOWELL:  I won't take much longer.

 3        CHAIR LEVAR:  Maybe two more, yeah.

 4        MS. MCDOWELL:  There were some questions that

 5   came up about the forward price curve and the fact

 6   that the Company -- you know, Company's predicted

 7   ability to forecast forward prices, that there was

 8   evidence it was problematic.  I guess I just want

 9   to -- these were comments from the DPU, and I just

10   want to remind the Commission that when we asked the

11   DPU's witness to provide evidence of that, there was

12   never any ability to do that.

13             So, in other words, there were conclusory

14   statements made that the Company had predicted its

15   forward price curves inaccurately, but the Division

16   witness was never able to point to any evidence

17   establishing that.

18             And just to remind the Commission, the

19   medium case, the base case forecast, is based on the

20   Company's forward price curve just like in

21   repowering.  And just like in repowering where the

22   Commission found that the use of that forward price

23   curve in all kinds of, you know, regulatory contexts

24   here in Utah demonstrated its reasonableness.

25             I mean it's the same curve that we're using
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 1   here, and, you know, to the extent that we haven't

 2   captured, you know, some of the decline in natural

 3   gas forward price curves, that reflects the fact that

 4   our curves are based on market inputs.

 5             We're not making this stuff up.  We rely on

 6   third-party experts.  We consolidated and synthesize

 7   that information, and that's how we construct our

 8   curve.  Our curves are audited by all of our

 9   commissions because they are used extensively, and

10   our regulatory processes.

11             And I think the evidence here was pretty

12   clear that compared to, you know, widely relied-upon

13   curves -- namely, the EIA reference case -- the

14   Company's curve has always been a little bit lower, a

15   little bit more moderate, a little bit more

16   conservative, if you will.

17             So the comparison to the Jim Bridger case,

18   there was never any evidence in the record of actual

19   prices and how those forecasts compared to that.

20             And then, finally, with respect to this

21   question or the point that UIEC made on the cluster

22   study and the fact that that study could change

23   things with respect to queue position, the point I

24   made remains:  The queue -- FERC requires the Company

25   to basically go in serial order.

0231

 1             So even if you did a cluster study, it

 2   would still require somebody to drop out.  So I guess

 3   the wishful thinking would be if you did some kind of

 4   study like that somebody might drop out of the queue,

 5   but it would still require someone to do that when

 6   you have a valuable queue position in a place -- a

 7   transmission constraint place like eastern Wyoming.

 8             I think you can fairly and safely assume

 9   that people are not going to drop out of the queue.

10   It's valuable to remain in the queue because,

11   obviously, that can be part of a future arrangement

12   such as the ones that occurred in this case.

13             So those are all the rebuttal comments I

14   have.  I really want to, again, say thank you to the

15   Commission for presiding over this case and presiding

16   over this hearing.

17        CHAIR LEVAR:  Thank you.  I have one very narrow

18   question on one point you made in your rebuttal

19   statement.

20             When you were talking about the UIEC

21   statements about the risk of the current pending

22   appeal -- with the understanding that I believe UAE

23   is the appellant -- I think I've got the term

24   right -- in that case, UIEC is not a party to that

25   appeal, does that modify your comments on that risk
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 1   to any significant extent?

 2        MS. MCDOWELL:  Yes, it does.  So I stand

 3   corrected.

 4        CHAIR LEVAR:  Okay.  Do you have any additional

 5   questions?

 6        COMMISSIONER CLARK:  No, I don't.  I do want to

 7   thank all counsel that have participated, though.

 8   This summation has been very helpful for me.  I know

 9   it's laborious for each of you, but thank you for

10   your contributions today.

11        CHAIR LEVAR:  Thank you.  And I don't want to be

12   repetitive, but we recognize that asking for closing

13   statements was a not-insignificant burden on those of

14   you who already had -- I'm trying not to use a

15   pejorative term -- a pretty rough week.

16             We recognize it was a significant thing to

17   ask you do to that.  It was helpful.  It was

18   meaningful.  And it allowed to explore some issues in

19   a way that we couldn't do so in testimony.  So we

20   appreciate that.

21             And with that I think -- noting the time

22   constraints that were discussed on the first day of

23   the hearing, I don't know that we're ready to make

24   any commitments today on timing of Commission action

25   except to say we will take this under advisement and

0233

 1   give this matter serious consideration and take

 2   action when we're able to do so.

 3             With that, we're adjourned.  Thank you.

 4           (Whereupon the hearing was adjourned

 5   at 3:52 p.m.)

 6                          *  *  *
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 1                   C E R T I F I C A T E

 2   STATE OF UTAH         )

                           )

 3   COUNTY OF SALT LAKE   )

 4          THIS IS TO CERTIFY that the foregoing hearing

 5   was taken before me, Letitia L. Meredith, Registered

 6   Professional Reporter and Notary Public for the State

 7   of Utah and Certified Shorthand Reporter for the

 8   State of California.

 9          That the hearing was reported by me in

10   Stenotype, and thereafter transcribed by computer

11   under my supervision, and that a full, true, and

12   correct transcription is set forth in the foregoing

13   pages, which also includes excerpt taken from PSC

14   recording.

15          I further certify that I am not of kin or

16   otherwise associated with any of the parties to

17   said cause of action and that I am not interested in

18   the event thereof.

19          WITNESS MY HAND and official seal at

20   Spanish Fork, Utah, this 6th day of June 2018.
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                             _____________________________

22                           Letitia L. Meredith, CSR, RPR
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		566						LN		20		22		false		      22    research analysis predicts higher temperatures, more				false

		567						LN		20		23		false		      23    severe heat events, a rise in the incidence of forest				false

		568						LN		20		24		false		      24    fires, and disruptions in seasonal water				false

		569						LN		20		25		false		      25    availability.				false

		570						PG		21		0		false		page 21				false

		571						LN		21		1		false		       1              Continued carbon emissions will also impact				false

		572						LN		21		2		false		       2    the health and well-being of Utahns generally through				false

		573						LN		21		3		false		       3    impacts that include ground-level ozone, economic				false

		574						LN		21		4		false		       4    consequences, job losses, and increased droughts.				false

		575						LN		21		5		false		       5              The combined projects are an important step				false

		576						LN		21		6		false		       6    towards a low-carbon energy portfolio.  The wider				false

		577						LN		21		7		false		       7    lens of Utah Code Title 54, Chapter 3, Section 1				false

		578						LN		21		8		false		       8    includes "as a consideration for determining whether				false

		579						LN		21		9		false		       9    charges demanded by a public utility are just and				false

		580						LN		21		10		false		      10    reasonable" the impact on the well-being of the state				false

		581						LN		21		11		false		      11    of Utah.				false

		582						LN		21		12		false		      12              The combined projects are in the public				false

		583						LN		21		13		false		      13    interest due to their ability to provide long-term				false

		584						LN		21		14		false		      14    benefits, avoid risks for customers, and reduce				false

		585						LN		21		15		false		      15    carbon emissions, and the PTC allows our Utahns and				false

		586						LN		21		16		false		      16    ratepayers to realize these benefits at lower costs.				false

		587						LN		21		17		false		      17              In summary, Utah Clean Energy supports the				false

		588						LN		21		18		false		      18    combined projects with the inclusion of the Office's				false

		589						LN		21		19		false		      19    recommended consumer protection provisions to				false

		590						LN		21		20		false		      20    safeguard benefits for ratepayers.				false

		591						LN		21		21		false		      21              Further, we strongly encourage careful				false

		592						LN		21		22		false		      22    consideration of the results of the solar RFP to take				false

		593						LN		21		23		false		      23    advantage of time-limited opportunities to acquire				false

		594						LN		21		24		false		      24    solar at a reduced cost and to increase the benefits				false

		595						LN		21		25		false		      25    and further reduce the risks of the combined				false

		596						PG		22		0		false		page 22				false

		597						LN		22		1		false		       1    projects.				false

		598						LN		22		2		false		       2              That concludes my statement.				false

		599						LN		22		3		false		       3         MR. HOLMAN:  Ms. Bowman is available for				false

		600						LN		22		4		false		       4    cross-examination, questions from the commissioners.				false

		601						LN		22		5		false		       5         CHAIR LEVAR:  Okay.  Thank you.				false

		602						LN		22		6		false		       6              Mr. Michel, do you have any questions for				false

		603						LN		22		7		false		       7    Ms. Bowman?				false

		604						LN		22		8		false		       8         MR. MICHEL:  I don't have any questions.  Thank				false

		605						LN		22		9		false		       9    you, Mr.Chairman.				false

		606						LN		22		10		false		      10         CHAIR LEVAR:  Ms. Hickey, do you have any				false

		607						LN		22		11		false		      11    questions for her?				false

		608						LN		22		12		false		      12         MS. HICKEY:  No thank you, sir.				false

		609						LN		22		13		false		      13         CHAIR LEVAR:  Thank you.				false

		610						LN		22		14		false		      14              Ms. McDowell or Mr. Lowney?				false

		611						LN		22		15		false		      15         MR. LOWNEY:  The Company has no questions for				false

		612						LN		22		16		false		      16    Ms. Bowman.  Thank you.				false

		613						LN		22		17		false		      17         CHAIR LEVAR:  Okay.  Thank you.				false

		614						LN		22		18		false		      18              Mr. Russell, do you have any questions for				false

		615						LN		22		19		false		      19    Ms. Bowman?				false

		616						LN		22		20		false		      20         MR. RUSSELL:  I do.				false

		617						LN		22		21		false		      21                      CROSS-EXAMINATION				false

		618						LN		22		22		false		      22    BY MR. RUSSELL:				false

		619						LN		22		23		false		      23         Q.   Ms. Bowman, are you -- I ran across an				false

		620						LN		22		24		false		      24    article that was released yesterday evening that				false

		621						LN		22		25		false		      25    maybe you've seen and maybe you haven't, but it				false

		622						PG		23		0		false		page 23				false

		623						LN		23		1		false		       1    reports a Trump administration plan -- I may get this				false

		624						LN		23		2		false		       2    wrong -- that at least as it is in the planning				false

		625						LN		23		3		false		       3    stages seeks to force companies to -- to order grid				false

		626						LN		23		4		false		       4    operators to buy electricity from struggling coal and				false

		627						LN		23		5		false		       5    nuclear plants to keep those operating even if they				false

		628						LN		23		6		false		       6    are not economic.				false

		629						LN		23		7		false		       7              Have you seen that report?				false

		630						LN		23		8		false		       8         A.   I'm not aware of the specific report or				false

		631						LN		23		9		false		       9    article you're referring to.  I have seen over the				false

		632						LN		23		10		false		      10    course of the year a number of efforts to do				false

		633						LN		23		11		false		      11    generally what you've described.  There are a number				false

		634						LN		23		12		false		      12    of different mechanisms, and as far as I know, none				false

		635						LN		23		13		false		      13    of them have thus come to fruition.				false

		636						LN		23		14		false		      14         Q.   Yeah, and as I indicated, this is an				false

		637						LN		23		15		false		      15    article talking plans that are currently in rule.  I				false

		638						LN		23		16		false		      16    guess my question to you is, how, if at all, the				false

		639						LN		23		17		false		      17    reports that I'm referring and the ones that you've				false

		640						LN		23		18		false		      18    run across may affect your testimony?  And I will				false

		641						LN		23		19		false		      19    caveat that with I realize that it's difficult to				false

		642						LN		23		20		false		      20    answer that questions because they are just reports				false

		643						LN		23		21		false		      21    and we don't have specifics yet.				false

		644						LN		23		22		false		      22         A.   Sure.  Well, you know, I will say				false

		645						LN		23		23		false		      23    there's -- as far as I know, you know, while none of				false

		646						LN		23		24		false		      24    the kind of plans have come to fruition, and I think				false

		647						LN		23		25		false		      25    it demonstrates the volatility and the difficulty of				false

		648						PG		24		0		false		page 24				false

		649						LN		24		1		false		       1    predicting how these changes, kind of both due to the				false

		650						LN		24		2		false		       2    current political environment and then going forward				false

		651						LN		24		3		false		       3    moving beyond the next four to eight years -- the				false

		652						LN		24		4		false		       4    volatility of these events makes it difficult to				false

		653						LN		24		5		false		       5    predict and to know exactly how carbon prices or				false

		654						LN		24		6		false		       6    policies will be implemented in the future.  I think				false

		655						LN		24		7		false		       7    for that reason it's especially important to protect				false

		656						LN		24		8		false		       8    ratepayers from risk associated with changes in the				false

		657						LN		24		9		false		       9    political environment.				false

		658						LN		24		10		false		      10         MR. RUSSELL:  Okay.  Thank you.  I have no				false

		659						LN		24		11		false		      11    further questions.				false

		660						LN		24		12		false		      12         CHAIR LEVAR:  Thank you.				false

		661						LN		24		13		false		      13              Mr. Baker, do you have any questions for				false

		662						LN		24		14		false		      14    Ms. Bowman?				false

		663						LN		24		15		false		      15         MR. BAKER:  I do.  Thank you.				false

		664						LN		24		16		false		      16                      CROSS-EXAMINATION				false

		665						LN		24		17		false		      17    BY MR. BAKER:				false

		666						LN		24		18		false		      18         Q.   Good morning, Ms. Bowman.				false

		667						LN		24		19		false		      19         A.   Good morning.				false

		668						LN		24		20		false		      20         Q.   Just following up on that conversation or				false

		669						LN		24		21		false		      21    exchange you just had with Mr. Russell, is it fair to				false

		670						LN		24		22		false		      22    characterize that the purpose of those plans is to				false

		671						LN		24		23		false		      23    help -- one of the purposes of the plans is to help				false

		672						LN		24		24		false		      24    stabilize the grid from the fear of intermittent				false

		673						LN		24		25		false		      25    renewables and that traditional thermal generation				false

		674						PG		25		0		false		page 25				false

		675						LN		25		1		false		       1    helps provide resilience and reliability?				false

		676						LN		25		2		false		       2         A.   Without knowing the specific plan you're				false

		677						LN		25		3		false		       3    referring to -- I've seen a few different plans, and				false

		678						LN		25		4		false		       4    I think that purpose of the plans and the question of				false

		679						LN		25		5		false		       5    whether the plans will effectively achieve that				false

		680						LN		25		6		false		       6    purpose has been the subject of a lot of debate.				false

		681						LN		25		7		false		       7         Q.   So although debated, one side of that				false

		682						LN		25		8		false		       8    debate is the need for grid reliability; is that				false

		683						LN		25		9		false		       9    correct?				false

		684						LN		25		10		false		      10         A.   I believe the purpose of some of the plans				false

		685						LN		25		11		false		      11    has been stated as a need for grid reliability, but				false

		686						LN		25		12		false		      12    U.S. Department of Energy has also found in				false

		687						LN		25		13		false		      13    conjunction with one of the many variations of these				false

		688						LN		25		14		false		      14    plans that there is not a need for grid reliability,				false

		689						LN		25		15		false		      15    imminent need for grid reliability upgrades or				false

		690						LN		25		16		false		      16    reliability problem as described.				false

		691						LN		25		17		false		      17         Q.   Are you aware this year that -- or it might				false

		692						LN		25		18		false		      18    have been the tail end of last year that the				false

		693						LN		25		19		false		      19    Department of Energy had proposed a plan that FERC				false

		694						LN		25		20		false		      20    evaluated regarding favorable pricing for energy				false

		695						LN		25		21		false		      21    generators that could maintain a 90-day supply?				false

		696						LN		25		22		false		      22         A.   I'm generally aware of it.  I don't believe				false

		697						LN		25		23		false		      23    it was implemented.				false

		698						LN		25		24		false		      24         Q.   Correct.  And in FERC not implementing that				false

		699						LN		25		25		false		      25    specific plan, are you aware that they had noted that				false
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		701						LN		26		1		false		       1    they were going to open the docket to study the				false

		702						LN		26		2		false		       2    reliability impacts and find ways to shore up the				false

		703						LN		26		3		false		       3    grid with thermal resources?				false

		704						LN		26		4		false		       4         A.   I'm not aware of the specifics of the				false

		705						LN		26		5		false		       5    decision.				false

		706						LN		26		6		false		       6         MR. BAKER:  Okay.  Thank you very much.				false

		707						LN		26		7		false		       7         CHAIR LEVAR:  Thank you, Mr. Baker.				false

		708						LN		26		8		false		       8              Mr. Snarr, do you have any questions for				false

		709						LN		26		9		false		       9    Ms. Bowman?				false

		710						LN		26		10		false		      10         MR. SNARR:  No questions this morning.				false

		711						LN		26		11		false		      11         CHAIR LEVAR:  Okay.  Thank you.				false

		712						LN		26		12		false		      12              Ms. Schmid?				false

		713						LN		26		13		false		      13         MS. SCHMID:  No questions.				false

		714						LN		26		14		false		      14         CHAIR LEVAR:  Commissioner Clark?				false

		715						LN		26		15		false		      15         COMMISSIONER CLARK:  Good morning, Ms. Bowman.				false

		716						LN		26		16		false		      16         KATE BOWMAN:  Good morning.				false

		717						LN		26		17		false		      17         COMMISSIONER CLARK:  You encouraged us in your				false

		718						LN		26		18		false		      18    summary to examine the results of the solar RFP.				false

		719						LN		26		19		false		      19    Were you referring to the Company's 2017S RFP?				false

		720						LN		26		20		false		      20         KATE BOWMAN:  Yes.				false

		721						LN		26		21		false		      21         COMMISSIONER CLARK:  And do you know the status				false

		722						LN		26		22		false		      22    of the RFP?				false

		723						LN		26		23		false		      23         KATE BOWMAN:  I believe it's under appeal -- oh,				false

		724						LN		26		24		false		      24    sorry.  The solar RFP?				false

		725						LN		26		25		false		      25         COMMISSIONER CLARK:  Correct.				false

		726						PG		27		0		false		page 27				false

		727						LN		27		1		false		       1         KATE BOWMAN:  I'm not familiar with the most				false

		728						LN		27		2		false		       2    recent status.				false

		729						LN		27		3		false		       3         COMMISSIONER CLARK:  So you wouldn't know				false

		730						LN		27		4		false		       4    whether or not the Company chose not to select any				false

		731						LN		27		5		false		       5    bids under that RFP?				false

		732						LN		27		6		false		       6         KATE BOWMAN:  I haven't been personally involved				false

		733						LN		27		7		false		       7    in tracking the status of the solar RFP, so I'm not				false

		734						LN		27		8		false		       8    aware.				false

		735						LN		27		9		false		       9         COMMISSIONER CLARK:  That concludes my				false

		736						LN		27		10		false		      10    questions.  Thank you.				false

		737						LN		27		11		false		      11         CHAIR LEVAR:  Okay.  Thank you.				false

		738						LN		27		12		false		      12              Commissioner White, do you have any				false

		739						LN		27		13		false		      13    questions?				false

		740						LN		27		14		false		      14         COMMISSIONER WHITE:  I have no questions.  Thank				false

		741						LN		27		15		false		      15    you.				false

		742						LN		27		16		false		      16         CHAIR LEVAR:  And I don't have anything else.				false

		743						LN		27		17		false		      17    So thank you for your testimony this morning,				false

		744						LN		27		18		false		      18    Ms. Bowman.				false

		745						LN		27		19		false		      19         KATE BOWMAN:  Thank you.				false

		746						LN		27		20		false		      20         CHAIR LEVAR:  Anything further, Mr. Holman --				false

		747						LN		27		21		false		      21         MR. HOLMAN:  Nothing further.				false

		748						LN		27		22		false		      22         CHAIR LEVAR:  -- from Utah Clean Energy?				false

		749						LN		27		23		false		      23         MR. HOLMAN:  Thank you.				false

		750						LN		27		24		false		      24         CHAIR LEVAR:  Okay.  Thank you.				false

		751						LN		27		25		false		      25              Mr. Russell or Mr. Baker, you're doing this				false

		752						PG		28		0		false		page 28				false

		753						LN		28		1		false		       1    witness jointly, I suppose.				false

		754						LN		28		2		false		       2         MR. RUSSELL:  We are.  UAE and UIEC will call				false

		755						LN		28		3		false		       3    Brad Mullins to the stand.				false

		756						LN		28		4		false		       4         CHAIR LEVAR:  Good morning, Mr. Mullins.  Do you				false

		757						LN		28		5		false		       5    swear to tell the truth?				false

		758						LN		28		6		false		       6         BRAD MULLINS:  Yes.				false

		759						LN		28		7		false		       7         CHAIR LEVAR:  Thank you.				false

		760						LN		28		8		false		       8                     BRADLEY G. MULLINS,				false

		761						LN		28		9		false		       9    called as a witness on behalf of the UAE and UIEC,				false

		762						LN		28		10		false		      10    being duly sworn, was examined and testified as				false

		763						LN		28		11		false		      11    follows:				false

		764						LN		28		12		false		      12                      DIRECT EXAMINATION				false

		765						LN		28		13		false		      13    BY MR. RUSSELL:				false

		766						LN		28		14		false		      14         Q.   Good morning, Mr. Mullins.  Could you state				false

		767						LN		28		15		false		      15    and spell your name for the record, please.				false

		768						LN		28		16		false		      16         A.   My name is Bradley Mullins.  Last name is				false

		769						LN		28		17		false		      17    spelled M-u-l-l-i-n-s.				false

		770						LN		28		18		false		      18         Q.   Can you tell us by whom are you employed				false

		771						LN		28		19		false		      19    and give us your business address, please.				false

		772						LN		28		20		false		      20         A.   I am a self-employed consultant.  My				false

		773						LN		28		21		false		      21    business address is 1750 Southwest Harbor Way,				false

		774						LN		28		22		false		      22    Suite 450, Portland, Oregon 97201.				false

		775						LN		28		23		false		      23         Q.   And on whose behalf are you testifying				false

		776						LN		28		24		false		      24    today?				false

		777						LN		28		25		false		      25         A.   I'm testifying today on behalf of the				false

		778						PG		29		0		false		page 29				false

		779						LN		29		1		false		       1    Utah Association of Energy Users and the Utah				false

		780						LN		29		2		false		       2    Industrial Energy Consumers.				false

		781						LN		29		3		false		       3         Q.   Did you prepare testimony that has been				false

		782						LN		29		4		false		       4    prefiled in this case?				false

		783						LN		29		5		false		       5         A.   I did.				false

		784						LN		29		6		false		       6         Q.   And specifically did you prepare testimony				false

		785						LN		29		7		false		       7    that was -- direct testimony filed on December 5th				false

		786						LN		29		8		false		       8    with associated exhibits, rebuttal testimony filed on				false

		787						LN		29		9		false		       9    December 5th of 2017, and then rebuttal testimony				false

		788						LN		29		10		false		      10    filed on January 16 of 2018 with an associated				false

		789						LN		29		11		false		      11    exhibit, and supplemental rebuttal testimony filed on				false

		790						LN		29		12		false		      12    April 17 of 2018 with associated exhibits?				false

		791						LN		29		13		false		      13         A.   Yes.				false

		792						LN		29		14		false		      14         Q.   Okay.  And if I asked you the same				false

		793						LN		29		15		false		      15    questions today that you responded to in that				false

		794						LN		29		16		false		      16    testimony, would your answers be the same?				false

		795						LN		29		17		false		      17         A.   They would.				false

		796						LN		29		18		false		      18         Q.   Do you have any changes to make to your				false

		797						LN		29		19		false		      19    testimony?				false

		798						LN		29		20		false		      20         A.   I do not.				false

		799						LN		29		21		false		      21         MR. RUSSELL:  At this point, Chairman LeVar,				false

		800						LN		29		22		false		      22    I'll move for the admission of Mr. Mullins's				false

		801						LN		29		23		false		      23    testimony.				false

		802						LN		29		24		false		      24         CHAIR LEVAR:  If any party objects to that				false

		803						LN		29		25		false		      25    motion, please indicate to me.				false

		804						PG		30		0		false		page 30				false

		805						LN		30		1		false		       1              I am not seeing any objection, so the				false

		806						LN		30		2		false		       2    motion is granted.				false

		807						LN		30		3		false		       3    (Prefiled Testimony and Exhibits of B. Mullins				false

		808						LN		30		4		false		       4                       were received.)				false

		809						LN		30		5		false		       5         Q.   Mr. Mullins, have you prepared a summary of				false

		810						LN		30		6		false		       6    your testimony?				false

		811						LN		30		7		false		       7         A.   I have.				false

		812						LN		30		8		false		       8         Q.   Before you give that, it's my understanding				false

		813						LN		30		9		false		       9    you haven't testified live before this Commission.				false

		814						LN		30		10		false		      10    If you can take -- very briefly introduce yourself to				false

		815						LN		30		11		false		      11    the Commissioners so they can get a better sense of				false

		816						LN		30		12		false		      12    who you are.				false

		817						LN		30		13		false		      13         A.   Okay.  So I'm a consultant.  I represent				false

		818						LN		30		14		false		      14    large customer groups throughout the West.  I				false

		819						LN		30		15		false		      15    graduated from the University of Utah, so I have some				false

		820						LN		30		16		false		      16    background in the area and very pleased to be here				false

		821						LN		30		17		false		      17    today.				false

		822						LN		30		18		false		      18         Q.   Okay.  Go ahead and proceed with your				false

		823						LN		30		19		false		      19    summary if you would.				false

		824						LN		30		20		false		      20         A.   Good morning, Commissioners.  As I				false

		825						LN		30		21		false		      21    mentioned, I appreciate the opportunity to be here				false

		826						LN		30		22		false		      22    today to testify and on behalf of UAE and UIEC on				false

		827						LN		30		23		false		      23    PacifiCorp's request for making treatment on the				false

		828						LN		30		24		false		      24    $1.9 billion combined wind and transmission projects.				false
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		832						LN		31		2		false		       2    parties who oppose it.  So representatives from all				false

		833						LN		31		3		false		       3    rate classes, large customers, the Office, the				false

		834						LN		31		4		false		       4    Division -- all oppose PacifiCorp's resource proposal				false
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		836						LN		31		6		false		       6         CHAIR LEVAR:  I usually don't interrupt.  I				false
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		842						LN		31		12		false		      12    just ask you to conscious of that in your summary.				false

		843						LN		31		13		false		      13         MR. LOWNEY:  Chairman LeVar, if I might				false

		844						LN		31		14		false		      14    interject, what we've kind of settled upon is we can				false

		845						LN		31		15		false		      15    refer to it as around $2 billion, is the current				false

		846						LN		31		16		false		      16    estimate, and that way we can refer to it in a				false

		847						LN		31		17		false		      17    nonconfidential way but get the point across.				false

		848						LN		31		18		false		      18         BRAD MULLINS:  Okay.  I'm sorry.				false
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		875						LN		32		19		false		      19    the EIM, they maybe were in development or thought				false
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		889						LN		33		7		false		       7    enters into front office transactions, there's no				false
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		891						LN		33		9		false		       9    from that perspective front office transactions are				false

		892						LN		33		10		false		      10    much less risky than locking in, you know, a 30-year				false
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		898						LN		33		16		false		      16    be able to earn returns on the investment, and so				false

		899						LN		33		17		false		      17    from that perspective, there's asymmetry which				false
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		901						LN		33		19		false		      19              And, you know, in terms of risks, I won't				false

		902						LN		33		20		false		      20    go through all of the different risks that have been				false
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		911						LN		34		3		false		       3    seeing a lot of private generation, and then,				false
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		916						LN		34		8		false		       8    to a subscription model, the economics of these				false
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		1023						LN		38		11		false		      11    possible outcomes, it really ends up being just a				false

		1024						LN		38		12		false		      12    matter of opinion as to what the future might bring,				false
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		1028						LN		38		16		false		      16              And with that I'll conclude my summary, and				false
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		1040						LN		39		2		false		       2    counsel, if you could point to where that is in your				false

		1041						LN		39		3		false		       3    testimony, that would help us address the motion.				false

		1042						LN		39		4		false		       4         MR. RUSSELL:  I think I'll let Mr. Mullins				false
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		1044						LN		39		6		false		       6         CHAIR LEVAR:  If you need a moment, we'll wait.				false
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		1063						LN		39		25		false		      25    higher queue position resources.  And that's what I				false

		1064						PG		40		0		false		page 40				false

		1065						LN		40		1		false		       1    was referring to there.  You know, I obviously didn't				false

		1066						LN		40		2		false		       2    discuss a waiver there, so I'll leave that to the				false

		1067						LN		40		3		false		       3    Commission to decide whether that exceeds this				false

		1068						LN		40		4		false		       4    particular paragraph.				false

		1069						LN		40		5		false		       5         CHAIR LEVAR:  With that clarification,				false

		1070						LN		40		6		false		       6    Mr. Russell, do you want to respond to the motion?				false

		1071						LN		40		7		false		       7         MR. RUSSELL:  Yeah, just very briefly having				false

		1072						LN		40		8		false		       8    skimmed the section that Mr. Mullins is referring, I				false

		1073						LN		40		9		false		       9    think his summary touches on -- the testimony that he				false

		1074						LN		40		10		false		      10    just referred to touches on the same topic that his				false

		1075						LN		40		11		false		      11    summary included.  While he did clarify that his				false

		1076						LN		40		12		false		      12    summary included something of, I guess, a flourish				false

		1077						LN		40		13		false		      13    about what PacifiCorp could have done with that that				false

		1078						LN		40		14		false		      14    isn't specifically in his testimony, I think that's				false

		1079						LN		40		15		false		      15    what summaries are for but -- I guess that's how I'll				false

		1080						LN		40		16		false		      16    respond.				false

		1081						LN		40		17		false		      17         MR. LOWNEY:  If I may clarify, the language in				false

		1082						LN		40		18		false		      18    particular I believe that goes beyond the scope of				false

		1083						LN		40		19		false		      19    his testimony is the reference to some unidentified				false

		1084						LN		40		20		false		      20    FERC case that provides authority for the information				false

		1085						LN		40		21		false		      21    that's included in this testimony.  That was nowhere				false

		1086						LN		40		22		false		      22    cited in this testimony, and for him to reference --				false

		1087						LN		40		23		false		      23    suggest in his summary today that there's FERC				false

		1088						LN		40		24		false		      24    authority supporting his position is outside the				false

		1089						LN		40		25		false		      25    scope of his testimony.				false
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		1091						LN		41		1		false		       1         MR. RUSSELL:  I think maybe Mr. Lowney has				false

		1092						LN		41		2		false		       2    misunderstood the statement in the summary.  As I				false

		1093						LN		41		3		false		       3    understood it, Mr. Mullins had indicated that the				false

		1094						LN		41		4		false		       4    Company did not go to FERC to seek the waiver that				false

		1095						LN		41		5		false		       5    he's referencing.  He didn't indicate that FERC had				false

		1096						LN		41		6		false		       6    granted some waiver or, you know, issued some ruling				false

		1097						LN		41		7		false		       7    somewhere.				false

		1098						LN		41		8		false		       8         CHAIR LEVAR:  I did hear him say other utilities				false

		1099						LN		41		9		false		       9    have sought that waiver.  I didn't hear whether he				false

		1100						LN		41		10		false		      10    said other utilities have been successful in seeking				false

		1101						LN		41		11		false		      11    that waiver.  As I'm considering this objection, I				false

		1102						LN		41		12		false		      12    think I'm inclined to strike any references to the				false

		1103						LN		41		13		false		      13    existence of a FERC waiver.  So I think it's				false

		1104						LN		41		14		false		      14    appropriate to strike those from the record.				false

		1105						LN		41		15		false		      15              Obviously, they are not stricken from some				false

		1106						LN		41		16		false		      16    of our memories, and that question, I think, is				false

		1107						LN		41		17		false		      17    possibly likely to come up during closing arguments				false

		1108						LN		41		18		false		      18    whether there is such a waiver that is potential and				false

		1109						LN		41		19		false		      19    what standards might exist.  I certainly think I				false

		1110						LN		41		20		false		      20    might be likely to ask about that during closing				false

		1111						LN		41		21		false		      21    arguments just for what it's worth.				false

		1112						LN		41		22		false		      22              But I think for purposes of this summary,				false

		1113						LN		41		23		false		      23    the motion to strike is appropriate, so it's granted.				false

		1114						LN		41		24		false		      24         MR. RUSSELL:  Okay.  We will make Mr. Mullins				false
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		1118						LN		42		2		false		       2         CHAIR LEVAR:  Okay.  Mr. Snarr, do you any				false

		1119						LN		42		3		false		       3    questions for Mr. Mullins?				false

		1120						LN		42		4		false		       4         MR. SNARR:  No questions?				false

		1121						LN		42		5		false		       5         CHAIR LEVAR:  Ms. Schmid?				false

		1122						LN		42		6		false		       6         MS. SCHMID:  No questions.  Thank you.				false

		1123						LN		42		7		false		       7         CHAIR LEVAR:  Ms. Hickey?				false

		1124						LN		42		8		false		       8         MS. HICKEY:  No.  Thank you.				false

		1125						LN		42		9		false		       9         CHAIR LEVAR:  Mr. Holman.				false

		1126						LN		42		10		false		      10         MR. HOLMAN:  No questions.  Thank you.				false

		1127						LN		42		11		false		      11         CHAIR LEVAR:  Mr. Michel.				false

		1128						LN		42		12		false		      12         MR. MICHEL:  Thank you, Mr.Chairman, just one				false
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		1130						LN		42		14		false		      14                      CROSS-EXAMINATION				false

		1131						LN		42		15		false		      15    BY MR. MICHEL:				false
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		1133						LN		42		17		false		      17    the option of the consumer advocates in this case as				false
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		1139						LN		42		23		false		      23         A.   So I guess there's -- there are some				false

		1140						LN		42		24		false		      24    examples of that, so in Wyoming there's obviously a				false

		1141						LN		42		25		false		      25    stipulation that was entered into, and the consumer				false
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		1144						LN		43		2		false		       2    proposal, but I would note that, being that these				false
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		1149						LN		43		7		false		       7    there's an expectation that they will bring a lots of				false

		1150						LN		43		8		false		       8    jobs; there will be taxes on the generation output;				false
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		1152						LN		43		10		false		      10    definitely are different considerations there, and				false
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		1154						LN		43		12		false		      12    involved in, and the staff entered into a stipulation				false
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		1156						LN		43		14		false		      14    did not -- there were still some issues outstanding.				false
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		1159						LN		43		17		false		      17    particular issue.  However, the other ratepayers				false

		1160						LN		43		18		false		      18    groups -- the industrials and the irrigators -- were				false

		1161						LN		43		19		false		      19    all opposed to the stipulation and to PacifiCorp's				false

		1162						LN		43		20		false		      20    proposal.  And that case is fully litigated and they				false

		1163						LN		43		21		false		      21    are expecting an order in that case, I think, within				false

		1164						LN		43		22		false		      22    the next two months -- or I guess they don't a have a				false

		1165						LN		43		23		false		      23    deadline in that case, but there will be an order at				false
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		1184						LN		44		16		false		      16         Q.   Good morning, Mr. Mullins.				false
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		1187						LN		44		19		false		      19    on page 5, please.  I have some questions about the				false

		1188						LN		44		20		false		      20    transmission projects to start.				false
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		1246						PG		47		0		false		page 47				false

		1247						LN		47		1		false		       1         Q.   So, collectively, at least with the regard				false
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		1255						LN		47		9		false		       9    what issues parties have raised.				false

		1256						LN		47		10		false		      10              But I do know the case in Idaho certainly				false

		1257						LN		47		11		false		      11    was very controversial, and within the IRP context,				false

		1258						LN		47		12		false		      12    the Gateway proposal, since its inception, has				false

		1259						LN		47		13		false		      13    been -- I can represent that it has been very				false

		1260						LN		47		14		false		      14    controversial, that, you know, parties have -- a lot				false
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		1287						LN		48		15		false		      15    Committee concludes that the factual support for the				false

		1288						LN		48		16		false		      16    assumptions upon which Rocky Mountain Power bases its				false

		1289						LN		48		17		false		      17    claim that these transmission facilities will serve				false

		1290						LN		48		18		false		      18    the public convenience and necessity, while minimal,				false
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		1306						LN		49		8		false		       8         Q.   Page four.  I believe very top, the second				false

		1307						LN		49		9		false		       9    sentence.				false

		1308						LN		49		10		false		      10         A.   I see that line.				false

		1309						LN		49		11		false		      11         Q.   All right.  So, again, the CPCN for the				false

		1310						LN		49		12		false		      12    Populus to Terminal in Utah at least was not very				false

		1311						LN		49		13		false		      13    controversial, was it?				false

		1312						LN		49		14		false		      14         A.   Well, once again, I wasn't involved in this				false

		1313						LN		49		15		false		      15    docket, and I can't speak to all the issues that were				false

		1314						LN		49		16		false		      16    raised in this docket because I --				false

		1315						LN		49		17		false		      17         Q.   I understand that.  I note that your --				false

		1316						LN		49		18		false		      18         A.   Hold on.				false

		1317						LN		49		19		false		      19         Q.   -- testimony --				false

		1318						LN		49		20		false		      20         A.   So I do -- you know, as I'm kind of reading				false

		1319						LN		49		21		false		      21    through, I do -- it looks like there are other issues				false

		1320						LN		49		22		false		      22    that were raised in this docket, and so, you know, to				false

		1321						LN		49		23		false		      23    say that it's not controversial on the basis of this				false

		1322						LN		49		24		false		      24    order, I wouldn't agree with that.				false

		1323						LN		49		25		false		      25         Q.   And just to be clear, you made the				false

		1324						PG		50		0		false		page 50				false

		1325						LN		50		1		false		       1    statement that both were expensive and controversial				false

		1326						LN		50		2		false		       2    with apparently not investigating any of these orders				false

		1327						LN		50		3		false		       3    in Utah, didn't you?				false

		1328						LN		50		4		false		       4         A.   I did not investigate this order.  Correct.				false

		1329						LN		50		5		false		       5         Q.   Let's move on.  If you could turn to page				false

		1330						LN		50		6		false		       6    eight of your direct testimony.				false

		1331						LN		50		7		false		       7         A.   Okay.				false

		1332						LN		50		8		false		       8         Q.   Now, at the top of that page, beginning on				false

		1333						LN		50		9		false		       9    Line 1, you state "The analysis" -- you're referring				false

		1334						LN		50		10		false		      10    to the Company's analysis -- "suggested there was a				false

		1335						LN		50		11		false		      11    $530 million range of potential outcomes."				false

		1336						LN		50		12		false		      12              Do you see that?				false

		1337						LN		50		13		false		      13         A.   I do.				false

		1338						LN		50		14		false		      14         Q.   Just to be clear, those numbers that you're				false

		1339						LN		50		15		false		      15    referencing on Line 2 are from the Company's economic				false

		1340						LN		50		16		false		      16    studies using the IRP models through 2036; is that				false

		1341						LN		50		17		false		      17    right?				false

		1342						LN		50		18		false		      18         A.   So these would have been based off of the				false

		1343						LN		50		19		false		      19    analysis in PacifiCorp's direct testimony.  So, yeah,				false

		1344						LN		50		20		false		      20    so there was no nominal revenue requirements				false

		1345						LN		50		21		false		      21    presented in that testimony, and I believe it was a				false

		1346						LN		50		22		false		      22    shorter time frame.  Correct.				false

		1347						LN		50		23		false		      23         Q.   Well, you cite to Mr. Link's Table 2				false

		1348						LN		50		24		false		      24    testimony, which you're correct was the 2036 study.				false

		1349						LN		50		25		false		      25    I do just want to clarify, there was a nominal				false

		1350						PG		51		0		false		page 51				false

		1351						LN		51		1		false		       1    revenue requirement in the direct case.  You don't				false

		1352						LN		51		2		false		       2    recall that?				false

		1353						LN		51		3		false		       3         A.   I don't think it's the same nominal written				false

		1354						LN		51		4		false		       4    requirement study that was presented in the second				false

		1355						LN		51		5		false		       5    case, but that's -- subject to check I'll accept				false

		1356						LN		51		6		false		       6    that.				false

		1357						LN		51		7		false		       7         Q.   Okay.  Thank you.  And that wasn't the				false

		1358						LN		51		8		false		       8    point of my question anyway.  I just wanted to make				false

		1359						LN		51		9		false		       9    sure the record was clear on that point.				false

		1360						LN		51		10		false		      10              If you could turn to page 30 of your direct				false

		1361						LN		51		11		false		      11    testimony.				false

		1362						LN		51		12		false		      12         A.   Okay.				false

		1363						LN		51		13		false		      13         Q.   And on Line 9 of that page, you also,				false

		1364						LN		51		14		false		      14    again, reference the 20-year study period that was				false

		1365						LN		51		15		false		      15    used in the Company's direct case.  Do you see that?				false

		1366						LN		51		16		false		      16         A.   I do.				false

		1367						LN		51		17		false		      17         Q.   All right.  If we could turn to page 37 of				false

		1368						LN		51		18		false		      18    your direct testimony, and I'd like to direct your				false

		1369						LN		51		19		false		      19    attention to Confidential Table 2, although I'm not				false

		1370						LN		51		20		false		      20    intending to asking you anything confidential.  I				false

		1371						LN		51		21		false		      21    just want you to confirm for me, please, that the				false

		1372						LN		51		22		false		      22    numbers that you were using in that table to				false

		1373						LN		51		23		false		      23    calculate your adjustments were taken off of the				false

		1374						LN		51		24		false		      24    20-year studies; correct?				false

		1375						LN		51		25		false		      25         A.   Right.  So I guess the -- I guess --				false

		1376						PG		52		0		false		page 52				false

		1377						LN		52		1		false		       1         Q.   Mr. Mullins, I just want to confirm the				false

		1378						LN		52		2		false		       2    time period you're using here.  I'm not asking about				false

		1379						LN		52		3		false		       3    any of the particular adjustments.  I just want to				false

		1380						LN		52		4		false		       4    make sure you're using the 20-year studies that were				false

		1381						LN		52		5		false		       5    used in the IRP models.				false

		1382						LN		52		6		false		       6         A.   Yes.  And I would like to explain why I				false

		1383						LN		52		7		false		       7    used those studies, which I think is appropriate.  So				false

		1384						LN		52		8		false		       8    the -- right.  So in the initial filing, PacifiCorp				false

		1385						LN		52		9		false		       9    had, I guess, different levelization assumptions than				false

		1386						LN		52		10		false		      10    in its supplemental filings.  I think the Commission				false

		1387						LN		52		11		false		      11    is aware, so it changed the way it treated PTCs.				false

		1388						LN		52		12		false		      12    There were terminal value amounts added in.  And so				false

		1389						LN		52		13		false		      13    that's why I relied on those particular studies here.				false

		1390						LN		52		14		false		      14         Q.   So you relied on the 20-year studies in				false

		1391						LN		52		15		false		      15    December because in January the Company changed its				false

		1392						LN		52		16		false		      16    modeling?  I mean, let's just be clear, your reliance				false

		1393						LN		52		17		false		      17    on the 20-year studies predated any change in the				false

		1394						LN		52		18		false		      18    modeling that occurred in January; correct?				false

		1395						LN		52		19		false		      19         A.   Right.				false

		1396						LN		52		20		false		      20         Q.   You were presented with two different				false

		1397						LN		52		21		false		      21    studies, 30-year and 20-year.  You chose to rely on				false

		1398						LN		52		22		false		      22    the 20-year.				false

		1399						LN		52		23		false		      23         A.   I did rely on the 20-year in this case.				false

		1400						LN		52		24		false		      24         Q.   If you could turn, please, to page 42 of				false

		1401						LN		52		25		false		      25    your direct testimony, and on lines 11 to 12 -- I				false

		1402						PG		53		0		false		page 53				false

		1403						LN		53		1		false		       1    guess it begins on line 9 through 12 -- you have a				false

		1404						LN		53		2		false		       2    statement, and the footnote to support that statement				false

		1405						LN		53		3		false		       3    refers to testimony that was filed by Mr. Knudsen --				false

		1406						LN		53		4		false		       4    I may be mispronouncing that name.  Mr. Knudsen in				false

		1407						LN		53		5		false		       5    the RFP docket.  Do you see that?				false

		1408						LN		53		6		false		       6         A.   I do.				false

		1409						LN		53		7		false		       7         Q.   Isn't it also true Mr. Knudsen testified in				false

		1410						LN		53		8		false		       8    that same docket that the 20-year evaluation horizon				false

		1411						LN		53		9		false		       9    was the horizon used in the IRP and that's the only				false

		1412						LN		53		10		false		      10    appropriate or comparable evaluation horizon?				false

		1413						LN		53		11		false		      11         A.   So I can't speak to what he would have				false

		1414						LN		53		12		false		      12    testified to.  The specific thing that I'm talking				false

		1415						LN		53		13		false		      13    about here is the assumption about reduced line				false

		1416						LN		53		14		false		      14    losses, so PacifiCorp included an assumption where,				false

		1417						LN		53		15		false		      15    you know, it assumed that line losses would be				false

		1418						LN		53		16		false		      16    reduced as a result of the wind generation and the				false

		1419						LN		53		17		false		      17    transmission line.  And, given that those projects				false

		1420						LN		53		18		false		      18    are so far away from load centers, at least my				false

		1421						LN		53		19		false		      19    understanding of what the analysis, what Mr. Knudsen				false

		1422						LN		53		20		false		      20    did, he demonstrated that it wouldn't reduce line				false

		1423						LN		53		21		false		      21    losses and that, in fact, it would result in higher				false

		1424						LN		53		22		false		      22    line losses.				false

		1425						LN		53		23		false		      23         Q.   Well, and if you turn to				false

		1426						LN		53		24		false		      24    RMP Cross-Exhibit 27 -- that's a brief excerpt from				false

		1427						LN		53		25		false		      25    the same testimony you rely on for your testimony.  I				false

		1428						PG		54		0		false		page 54				false

		1429						LN		54		1		false		       1    would like to direct your attention to page 18 of the				false

		1430						LN		54		2		false		       2    testimony.  Again, this is just an excerpt, but lines				false

		1431						LN		54		3		false		       3    373 to 375 is the statement that I just quoted.				false

		1432						LN		54		4		false		       4              And Mr. Knudsen, just to be clear, was a				false

		1433						LN		54		5		false		       5    UAE witness in that docket; correct?  And he				false

		1434						LN		54		6		false		       6    testified that the IRP horizon is the only				false

		1435						LN		54		7		false		       7    "appropriate or comparable evaluation horizon" for				false

		1436						LN		54		8		false		       8    studying these projects?				false

		1437						LN		54		9		false		       9         A.   Right.  So I see he's testified to that				false

		1438						LN		54		10		false		      10    here.  So I think there might be some confusion about				false

		1439						LN		54		11		false		      11    sort of the time horizon and the study assumptions.				false

		1440						LN		54		12		false		      12    So the issue from my perspective is the use -- the				false

		1441						LN		54		13		false		      13    levelized analysis that PacifiCorp performed, not the				false

		1442						LN		54		14		false		      14    time period that they performed it over.				false

		1443						LN		54		15		false		      15              And, in fact, I would support using a				false

		1444						LN		54		16		false		      16    shorter time frame to analyze economic benefits so				false

		1445						LN		54		17		false		      17    long as it was analyzed in, I think, a nominal basis				false

		1446						LN		54		18		false		      18    based on the actual impacts to ratepayers.  And if we				false

		1447						LN		54		19		false		      19    were -- if you're to do that, I think even in				false

		1448						LN		54		20		false		      20    PacifiCorp's analysis, the benefits drop materially.				false

		1449						LN		54		21		false		      21         Q.   Mr. Mullins, if I could direct your				false

		1450						LN		54		22		false		      22    attention, please, to RMP Cross-Exhibit 22.				false

		1451						LN		54		23		false		      23         A.   Okay.				false

		1452						LN		54		24		false		      24         Q.   And these are comments that you filed with				false

		1453						LN		54		25		false		      25    the Public Utilities Commission of Oregon in				false

		1454						PG		55		0		false		page 55				false

		1455						LN		55		1		false		       1    January of 2017 in Portland General Electric				false

		1456						LN		55		2		false		       2    company's IRP docket; is that correct?				false

		1457						LN		55		3		false		       3         A.   Correct.				false

		1458						LN		55		4		false		       4         Q.   And if you could just turn to page 12 of				false

		1459						LN		55		5		false		       5    those comments, please.				false

		1460						LN		55		6		false		       6         A.   Okay.				false

		1461						LN		55		7		false		       7         Q.   At the very top of these comments there's a				false

		1462						LN		55		8		false		       8    heading of No. 3 that says "A 34-year Planning Period				false

		1463						LN		55		9		false		       9    is Too Long," and then further down on that same page				false

		1464						LN		55		10		false		      10    your comments indicate that "PGE's IRP" -- that your				false

		1465						LN		55		11		false		      11    analysis of PGE's IRP was limited to 20 years because				false

		1466						LN		55		12		false		      12    a 34-year planning period is, quote, "too long and				false

		1467						LN		55		13		false		      13    puts too much weight on speculative assumption about				false

		1468						LN		55		14		false		      14    distant future conditions."  Correct?				false

		1469						LN		55		15		false		      15         A.   Correct.				false

		1470						LN		55		16		false		      16         Q.   And then you also testified that a longer				false

		1471						LN		55		17		false		      17    study period may provide, quote, "some useful				false

		1472						LN		55		18		false		      18    information, but modeling portfolio performance that				false

		1473						LN		55		19		false		      19    far into the future is problematic."  Correct?				false

		1474						LN		55		20		false		      20         A.   So this is -- it's not testimony so --				false

		1475						LN		55		21		false		      21         Q.   I'm sorry.  Your comments.				false

		1476						LN		55		22		false		      22         A.   I commented that, yes.				false

		1477						LN		55		23		false		      23         Q.   They weren't sworn statements.  And you				false

		1478						LN		55		24		false		      24    also supplied comments that "Forecasting conditions				false

		1479						LN		55		25		false		      25    far into the future is inherently speculative."				false

		1480						PG		56		0		false		page 56				false

		1481						LN		56		1		false		       1         A.   I did.				false

		1482						LN		56		2		false		       2         Q.   And then you say "For purposes of making				false

		1483						LN		56		3		false		       3    resources decisions today, a twenty-year planning				false

		1484						LN		56		4		false		       4    period is sufficient to make informed resource				false

		1485						LN		56		5		false		       5    decisions."  Is that correct?				false

		1486						LN		56		6		false		       6         A.   Yep.				false

		1487						LN		56		7		false		       7         Q.   And you would agree that over the 20-year				false

		1488						LN		56		8		false		       8    IRP planning horizon that you used exclusively in				false

		1489						LN		56		9		false		       9    your direct testimony and that you use exclusively in				false

		1490						LN		56		10		false		      10    PGE's 2016 IRP, the combined projects provide net				false

		1491						LN		56		11		false		      11    benefits in every single price policy scenario;				false

		1492						LN		56		12		false		      12    correct?				false

		1493						LN		56		13		false		      13         A.   Right.  So I think we're once again, kind				false

		1494						LN		56		14		false		      14    of conflating the issue of the study period and the				false

		1495						LN		56		15		false		      15    use of the levelization techniques that PacifiCorp				false

		1496						LN		56		16		false		      16    used in its supplemental direct testimony.  So, you				false

		1497						LN		56		17		false		      17    know, I didn't agree with the way that PTCs were				false

		1498						LN		56		18		false		      18    being levelized, and while -- you know, the idea of a				false

		1499						LN		56		19		false		      19    terminal value, I didn't necessarily disagree with				false

		1500						LN		56		20		false		      20    that, my view is if you're to view these projects --				false

		1501						LN		56		21		false		      21    if you're to analyze the economics of these projects,				false

		1502						LN		56		22		false		      22    the best way to do it is on a nominal basis.				false

		1503						LN		56		23		false		      23              You know, the reason why these levelized				false

		1504						LN		56		24		false		      24    studies are used usually is -- it's really a modeling				false

		1505						LN		56		25		false		      25    issue because it's hard to compare resources that				false

		1506						PG		57		0		false		page 57				false

		1507						LN		57		1		false		       1    have different lives, and so what you do is you				false

		1508						LN		57		2		false		       2    levelize the costs so you can assign a cost per year				false

		1509						LN		57		3		false		       3    to those resources, but where you have -- and then				false

		1510						LN		57		4		false		       4    compare them to the cost per year of other resources.				false

		1511						LN		57		5		false		       5              But where you have a discrete resource, at				false

		1512						LN		57		6		false		       6    least my view is that the nominal approach is better,				false

		1513						LN		57		7		false		       7    and I just observe that these studies here were				false

		1514						LN		57		8		false		       8    performed on a nominal basis, and while I advocated				false

		1515						LN		57		9		false		       9    for a shorter period -- and, in fact, I even said				false

		1516						LN		57		10		false		      10    they should look it over a ten-year period here -- it				false

		1517						LN		57		11		false		      11    would still be a nominal analysis.				false

		1518						LN		57		12		false		      12              And if you were to look at PacifiCorp's				false

		1519						LN		57		13		false		      13    study over a ten-year period, as I mentioned in my				false

		1520						LN		57		14		false		      14    opening remarks, that would actually be a cost to				false

		1521						LN		57		15		false		      15    customers even using all of PacifiCorp's assumptions.				false

		1522						LN		57		16		false		      16         Q.   And just one quick question on that				false

		1523						LN		57		17		false		      17    statement you just made -- little bit out of my order				false

		1524						LN		57		18		false		      18    here, when you refer to the first ten years, you're				false

		1525						LN		57		19		false		      19    referring to the period from 2017 to 2027; correct?				false

		1526						LN		57		20		false		      20         A.   I think it was 2018 through 2027.				false

		1527						LN		57		21		false		      21         Q.   And that's not the first ten years of				false

		1528						LN		57		22		false		      22    project lives, is it?				false

		1529						LN		57		23		false		      23         A.   Right, yeah, because the -- because the net				false

		1530						LN		57		24		false		      24    present value was calculated back to 2017, the study				false

		1531						LN		57		25		false		      25    period actually begins in 2018.  So if you look at				false

		1532						PG		58		0		false		page 58				false

		1533						LN		58		1		false		       1    the first ten years -- so the first three years				false

		1534						LN		58		2		false		       2    there's not much activity, so that's a point taken.				false

		1535						LN		58		3		false		       3         Q.   If you look at the first ten years of the				false

		1536						LN		58		4		false		       4    actual project lives, so 2000 -- the study through				false

		1537						LN		58		5		false		       5    2030, you would agree there actually are net benefits				false

		1538						LN		58		6		false		       6    to customers; correct?				false

		1539						LN		58		7		false		       7         A.   I could do that calculation, but probably				false

		1540						LN		58		8		false		       8    not on the stand.  It would probably be pretty close				false

		1541						LN		58		9		false		       9    to --				false

		1542						LN		58		10		false		      10         Q.   It's actually fairly easy to do.  We can do				false

		1543						LN		58		11		false		      11    it right now.  If you could turn to your testimony				false

		1544						LN		58		12		false		      12    please, where you quote that number for 2027.				false

		1545						LN		58		13		false		      13          CHAIR LEVAR:  Mr. Lowney, could you, for our				false
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		1790						LN		67		24		false		      24    assumed a $10 REC price.  So to provide some				false

		1791						LN		67		25		false		      25    background on what this analysis was, was a case				false

		1792						PG		68		0		false		page 68				false

		1793						LN		68		1		false		       1    where the issue at hand was whether PGE should go out				false

		1794						LN		68		2		false		       2    and acquire unbundled RECs to fulfill its RPS				false

		1795						LN		68		3		false		       3    requirements or whether it should build a physical				false

		1796						LN		68		4		false		       4    generation resource.				false

		1797						LN		68		5		false		       5              And so, you know, in doing that analysis				false

		1798						LN		68		6		false		       6    there's a lot of uncertainty about what REC prices				false

		1799						LN		68		7		false		       7    will be, and so for purposes of, you know,				false

		1800						LN		68		8		false		       8    demonstrating that it's much more beneficial to use				false

		1801						LN		68		9		false		       9    unbundled RECs, we assumed a very high REC value and				false

		1802						LN		68		10		false		      10    showed that even if you assume $10 per nominal				false

		1803						LN		68		11		false		      11    megawatt hour for RECs, that it's still -- you're				false

		1804						LN		68		12		false		      12    still better off to use RECs rather than build a new				false

		1805						LN		68		13		false		      13    resource.				false

		1806						LN		68		14		false		      14              And, in fact, the price per REC could go up				false

		1807						LN		68		15		false		      15    to $32.75 per megawatt hour before building a				false

		1808						LN		68		16		false		      16    physical resource in this case made more sense.  Now,				false

		1809						LN		68		17		false		      17    the question in this case is whether it makes sense				false

		1810						LN		68		18		false		      18    to assume any sort of REC price when evaluating the				false

		1811						LN		68		19		false		      19    economics of the combined projects, and I agree with				false

		1812						LN		68		20		false		      20    Mr. Link that it's not appropriate.				false

		1813						LN		68		21		false		      21              You know, as we've seen, the prices for				false

		1814						LN		68		22		false		      22    RECs -- the market for RECs has basically evaporated.				false

		1815						LN		68		23		false		      23    Prices are very low, and utilities are having				false

		1816						LN		68		24		false		      24    problems even marketing the RECs that they are				false

		1817						LN		68		25		false		      25    generating, so I agree with the Company's assumption				false

		1818						PG		69		0		false		page 69				false

		1819						LN		69		1		false		       1    there.				false

		1820						LN		69		2		false		       2         Q.   Just to be clear, if you assign a $10 per				false

		1821						LN		69		3		false		       3    REC price to the $43 million figure in Mr. Link's				false

		1822						LN		69		4		false		       4    testimony, that would increase the net benefits of				false

		1823						LN		69		5		false		       5    everyone of those scenarios through 2050 by				false

		1824						LN		69		6		false		       6    $430 million; correct?				false

		1825						LN		69		7		false		       7         A.   I haven't done the math on that, but if you				false

		1826						LN		69		8		false		       8    were to assume such a high REC value, certainly it				false

		1827						LN		69		9		false		       9    would produce a lot of dollars.				false

		1828						LN		69		10		false		      10         Q.   By "such a high REC value," you mean the				false

		1829						LN		69		11		false		      11    value you assumed when you were analyzing another				false

		1830						LN		69		12		false		      12    utility's IRP at the beginning of 2017; correct?				false

		1831						LN		69		13		false		      13         A.   For the purposes that I just described.				false

		1832						LN		69		14		false		      14         Q.   If you could turn to your supplemental				false

		1833						LN		69		15		false		      15    rebuttal testimony, this is your April testimony on				false

		1834						LN		69		16		false		      16    page 30, please.				false

		1835						LN		69		17		false		      17         A.   Okay.				false

		1836						LN		69		18		false		      18         Q.   And just to lay some background here, the				false

		1837						LN		69		19		false		      19    Company assumed that 12 percent of the cost of the				false

		1838						LN		69		20		false		      20    transmission projects would be recovered through				false

		1839						LN		69		21		false		      21    third-party transmission revenues; is that correct?				false

		1840						LN		69		22		false		      22         A.   Correct.				false

		1841						LN		69		23		false		      23         Q.   And that 12 percent assumption results in				false

		1842						LN		69		24		false		      24    an incremental transmission revenue of about				false

		1843						LN		69		25		false		      25    $72 million; right?				false

		1844						PG		70		0		false		page 70				false

		1845						LN		70		1		false		       1         A.   Could you repeat that.				false

		1846						LN		70		2		false		       2         Q.   That assumption of a -- 12 percent of the				false

		1847						LN		70		3		false		       3    cost would be recovered from third-party transmission				false

		1848						LN		70		4		false		       4    customers results in an incremental transmission				false

		1849						LN		70		5		false		       5    revenue of $72 million on a net present value basis?				false

		1850						LN		70		6		false		       6         A.   So I don't recall the exact number, but let				false

		1851						LN		70		7		false		       7    me just check here.				false

		1852						LN		70		8		false		       8         Q.   If you -- it --				false

		1853						LN		70		9		false		       9         A.   It sounds correct.  Subject to check, I				false

		1854						LN		70		10		false		      10    think I would accept --				false

		1855						LN		70		11		false		      11         Q.   I will represent to you that it's in -- if				false

		1856						LN		70		12		false		      12    you look at Exhibit RMP RTL-3SS.  This was an exhibit				false

		1857						LN		70		13		false		      13    to Mr. Link's February testimony.  It has a line item				false

		1858						LN		70		14		false		      14    for each of the different scenarios studied that				false

		1859						LN		70		15		false		      15    shows that $72 million figure.				false

		1860						LN		70		16		false		      16         A.   And, of course, that would depend on				false

		1861						LN		70		17		false		      17    whether you're looking at the nominal or the				false

		1862						LN		70		18		false		      18    quasi-levelized studies.  So in my direct				false

		1863						LN		70		19		false		      19    testimony -- let's see.				false

		1864						LN		70		20		false		      20         Q.   And I'll represent to you that the exhibit				false

		1865						LN		70		21		false		      21    I'm reading from is the nominal results through 2050,				false

		1866						LN		70		22		false		      22    so I think we're on the same page here, figuratively.				false

		1867						LN		70		23		false		      23         A.   So right.  So yeah, that is within the				false

		1868						LN		70		24		false		      24    range of costs associated with that assumption.				false

		1869						LN		70		25		false		      25         Q.   And you propose an adjustment, and you				false

		1870						PG		71		0		false		page 71				false

		1871						LN		71		1		false		       1    calculate it -- you describe how you calculate it,				false

		1872						LN		71		2		false		       2    but the end result is you adjust that 12 percent				false

		1873						LN		71		3		false		       3    figure down to 11.62 percent; correct?				false

		1874						LN		71		4		false		       4         A.   Sorry.  Going back to that.				false

		1875						LN		71		5		false		       5         Q.   Line 664, page 32 of your testimony has				false

		1876						LN		71		6		false		       6    that 11.62 percent figure.				false

		1877						LN		71		7		false		       7         A.   Okay.				false

		1878						LN		71		8		false		       8         Q.   And so you would agree then that your				false

		1879						LN		71		9		false		       9    adjustment here effectively reduces the Company's				false

		1880						LN		71		10		false		      10    forecast incremental transmission revenue by				false

		1881						LN		71		11		false		      11    3.2 percent.				false

		1882						LN		71		12		false		      12         A.   Right.  And that -- to be clear that				false

		1883						LN		71		13		false		      13    applies to the totality of transmission revenue				false

		1884						LN		71		14		false		      14    requirement, not the incremental transmission revenue				false

		1885						LN		71		15		false		      15    requirement.  So if you were to apply that -- the				false

		1886						LN		71		16		false		      16    difference to just the incremental transmission				false

		1887						LN		71		17		false		      17    revenue requirement, that would give you a different				false

		1888						LN		71		18		false		      18    result than if you applied it to the totality.				false

		1889						LN		71		19		false		      19         Q.   To be clear, the Company's 12 percent does				false

		1890						LN		71		20		false		      20    not apply to the totality of its revenue requirement.				false

		1891						LN		71		21		false		      21    It's applied to the incremental revenue requirement				false

		1892						LN		71		22		false		      22    associated with the new transmission facilities;				false

		1893						LN		71		23		false		      23    correct?				false

		1894						LN		71		24		false		      24         A.   In the economic analysis, the 12 percent				false

		1895						LN		71		25		false		      25    only applies to the incremental.  However, if the				false

		1896						PG		72		0		false		page 72				false

		1897						LN		72		1		false		       1    percentage changes as a result of these new wind				false

		1898						LN		72		2		false		       2    resources coming online and based on mechanics I've				false

		1899						LN		72		3		false		       3    described here, it will apply to all revenue				false

		1900						LN		72		4		false		       4    requirement.				false

		1901						LN		72		5		false		       5         Q.   And just to be clear then, a 2.3 percent				false

		1902						LN		72		6		false		       6    reduction of $72 million is an adjustment of about				false

		1903						LN		72		7		false		       7    $2.3 million, not 25.6; right?				false

		1904						LN		72		8		false		       8         A.   Right, and that gets to the point I was				false

		1905						LN		72		9		false		       9    just making.  If the percentage declines as a direct				false

		1906						LN		72		10		false		      10    result of building the wind resources and still				false

		1907						LN		72		11		false		      11    having to have transmission for front office -- to				false

		1908						LN		72		12		false		      12    access the market and get front office transactions,				false

		1909						LN		72		13		false		      13    that that reduction applies to the totality of				false

		1910						LN		72		14		false		      14    revenue requirement, not just the incremental.				false

		1911						LN		72		15		false		      15         Q.   So just to be clear then, the 12 percent				false

		1912						LN		72		16		false		      16    and the 11.62 percent figures in your testimony,				false

		1913						LN		72		17		false		      17    apparently are completely unrelated to one another?				false

		1914						LN		72		18		false		      18         A.   They are not, no.				false

		1915						LN		72		19		false		      19         Q.   One is applied to the incremental				false

		1916						LN		72		20		false		      20    transmission revenue, and you're applying your number				false

		1917						LN		72		21		false		      21    to the entire Company transmission revenue				false

		1918						LN		72		22		false		      22    requirement?				false

		1919						LN		72		23		false		      23         A.   No.  So they are not unrelated.  So the				false

		1920						LN		72		24		false		      24    12 percent applies to all revenue requirement.				false

		1921						LN		72		25		false		      25    However -- or all transmission requirement.  However,				false

		1922						PG		73		0		false		page 73				false

		1923						LN		73		1		false		       1    PacifiCorp's analysis only considered the incremental				false

		1924						LN		73		2		false		       2    piece, and so when they figured out the additional				false

		1925						LN		73		3		false		       3    revenues that would come in from third parties as a				false

		1926						LN		73		4		false		       4    result of that incremental investment, they only				false

		1927						LN		73		5		false		       5    considered that 12 percent would be funded by other				false

		1928						LN		73		6		false		       6    OATT customers.				false

		1929						LN		73		7		false		       7              However, if the percentage actually				false

		1930						LN		73		8		false		       8    declines when PacifiCorp builds these resources, then				false

		1931						LN		73		9		false		       9    it's not just the incremental that gets impacted.				false

		1932						LN		73		10		false		      10    It's the totality of revenue requirement that gets				false

		1933						LN		73		11		false		      11    impacted.				false

		1934						LN		73		12		false		      12         Q.   So then that 12 percent would apply to the				false

		1935						LN		73		13		false		      13    entire revenue requirement instead of the --				false

		1936						LN		73		14		false		      14         A.   The 12 percent is calculated based on the				false

		1937						LN		73		15		false		      15    total revenue requirement.  That's the total revenue				false

		1938						LN		73		16		false		      16    requirement currently that's being funded by OATT				false

		1939						LN		73		17		false		      17    customers, and so if the percent declines, then				false

		1940						LN		73		18		false		      18    the -- it applies to the total, not just the				false

		1941						LN		73		19		false		      19    incremental.				false

		1942						LN		73		20		false		      20         Q.   Well, just to be clear, though, the				false

		1943						LN		73		21		false		      21    12 percent -- you arrive at the $72 million figure by				false

		1944						LN		73		22		false		      22    multiplying the cost of the transmission projects by				false

		1945						LN		73		23		false		      23    12 percent; correct?				false

		1946						LN		73		24		false		      24         A.   State that again.				false

		1947						LN		73		25		false		      25         Q.   You arrive at the $72 million -- so the				false

		1948						PG		74		0		false		page 74				false

		1949						LN		74		1		false		       1    Company assumed $72 million in incremental				false

		1950						LN		74		2		false		       2    transmission revenue, and you arrive at that figure				false

		1951						LN		74		3		false		       3    by multiplying the transmission project costs by				false

		1952						LN		74		4		false		       4    12 percent.				false

		1953						LN		74		5		false		       5         A.   Right.  So --				false

		1954						LN		74		6		false		       6         Q.   And now I just want to get clarity here.				false

		1955						LN		74		7		false		       7    So your adjustment takes that 12 percent to				false

		1956						LN		74		8		false		       8    11.62 percent and then applies the 11.62 percent to				false

		1957						LN		74		9		false		       9    an entirely different number?				false

		1958						LN		74		10		false		      10         A.   Right.  It applies it to the totality of				false

		1959						LN		74		11		false		      11    revenue requirement, and I feel like I've given this				false

		1960						LN		74		12		false		      12    answer a few times, but the -- PacifiCorp's analysis,				false

		1961						LN		74		13		false		      13    when they are looking at the incremental REC				false

		1962						LN		74		14		false		      14    revenues, it only focuses on the incremental -- the				false

		1963						LN		74		15		false		      15    incremental revenue requirement because it's assuming				false

		1964						LN		74		16		false		      16    that that 12 percent remains constant for both				false

		1965						LN		74		17		false		      17    incremental and the other portion for the -- and the				false

		1966						LN		74		18		false		      18    totality of revenue requirement.				false

		1967						LN		74		19		false		      19              So it's assuming no change to the totality				false

		1968						LN		74		20		false		      20    of the percent that's funded for the totality of				false

		1969						LN		74		21		false		      21    revenue requirement and no change on the incremental				false

		1970						LN		74		22		false		      22    as well.  So what I'm saying is that, if that				false

		1971						LN		74		23		false		      23    percentage declines down to 11.62 percent, that				false

		1972						LN		74		24		false		      24    doesn't just impact the amount of costs that are				false

		1973						LN		74		25		false		      25    allocated for the incremental piece; it also impacts				false

		1974						PG		75		0		false		page 75				false

		1975						LN		75		1		false		       1    the costs that are allocated for the totality of				false

		1976						LN		75		2		false		       2    revenue requirement.  So to be clear, that's what I				false

		1977						LN		75		3		false		       3    have done here and -- all right.				false

		1978						LN		75		4		false		       4         CHAIR LEVAR:  Maybe this might be a good time				false

		1979						LN		75		5		false		       5    for a brief recess and then continue with				false

		1980						LN		75		6		false		       6    cross-examination.  Is there any objection to that				false

		1981						LN		75		7		false		       7    from you?				false

		1982						LN		75		8		false		       8         MR. LOWNEY:  That's fine.				false

		1983						LN		75		9		false		       9         CHAIR LEVAR:  Okay.  Why don't we recess for				false

		1984						LN		75		10		false		      10    about 10 minutes.  Well, considering issues on the				false

		1985						LN		75		11		false		      11    floor, why don't we recess for about 15 minutes and				false

		1986						LN		75		12		false		      12    we'll reconvene.  Thank you.				false

		1987						LN		75		13		false		      13             (A break was taken, 10:33 to 10:51.)				false

		1988						LN		75		14		false		      14         CHAIR LEVAR:  Okay.  We're back on the record,				false

		1989						LN		75		15		false		      15    Mr. Lowney.				false

		1990						LN		75		16		false		      16         MR. LOWNEY:  Thank you.  I just have a few final				false

		1991						LN		75		17		false		      17    questions.				false

		1992						LN		75		18		false		      18         Q.   Mr. Mullins, if you could turn to your				false

		1993						LN		75		19		false		      19    directs testimony, please.				false

		1994						LN		75		20		false		      20         A.   Okay.				false

		1995						LN		75		21		false		      21         Q.   Page 27.  And just to provide a little				false

		1996						LN		75		22		false		      22    background, this is something you also discussed in				false

		1997						LN		75		23		false		      23    your summary this morning, and this section of your				false

		1998						LN		75		24		false		      24    testimony is describing the analysis you did on the				false

		1999						LN		75		25		false		      25    Company's historical forward price curves; correct?				false

		2000						PG		76		0		false		page 76				false

		2001						LN		76		1		false		       1         A.   Correct.				false

		2002						LN		76		2		false		       2         Q.   And on the top of page 27, you described				false

		2003						LN		76		3		false		       3    how your comparison looked at the percentage				false

		2004						LN		76		4		false		       4    difference between a price that was forecast in a				false

		2005						LN		76		5		false		       5    forward curve and the ultimate spot price for the				false

		2006						LN		76		6		false		       6    given prompt-month; correct?				false

		2007						LN		76		7		false		       7         A.   Correct.				false

		2008						LN		76		8		false		       8         Q.   Are you aware that Mr. Link testified that				false

		2009						LN		76		9		false		       9    market participants cannot transact on a spot price				false

		2010						LN		76		10		false		      10    forecast?				false

		2011						LN		76		11		false		      11         A.   So I'm -- I don't recall him saying those				false

		2012						LN		76		12		false		      12    specific words, but to explain, you know, what I did				false

		2013						LN		76		13		false		      13    here was I used the actual monthly -- reported				false

		2014						LN		76		14		false		      14    monthly prices, which, you know, maybe not actually				false

		2015						LN		76		15		false		      15    spot prices per se, but just the prices that are				false

		2016						LN		76		16		false		      16    reported based on actual transactions that occurred				false

		2017						LN		76		17		false		      17    over the course of the month, and those were provided				false

		2018						LN		76		18		false		      18    by PacifiCorp so --				false

		2019						LN		76		19		false		      19         Q.   I guess what I'm taking issue with a little				false

		2020						LN		76		20		false		      20    bit is you're comparing it to the spot price and --				false

		2021						LN		76		21		false		      21    here I'll just read you what Mr. Link testified to.				false

		2022						LN		76		22		false		      22    This is from his supplemental direct and rebuttal				false

		2023						LN		76		23		false		      23    testimony.  This was the January filing.  On page 58,				false

		2024						LN		76		24		false		      24    line 1185, he testified that "comparing forward				false

		2025						LN		76		25		false		      25    prices to actual spot prices is a misapplication of				false

		2026						PG		77		0		false		page 77				false

		2027						LN		77		1		false		       1    forecast error because market forwards, which are				false

		2028						LN		77		2		false		       2    used in the first 84 months of the official forward				false

		2029						LN		77		3		false		       3    price curve, are observed and not forecasted."				false

		2030						LN		77		4		false		       4              Does that refresh your recollection about				false

		2031						LN		77		5		false		       5    Mr. Link's testimony in this case?				false

		2032						LN		77		6		false		       6         A.   Right.  But I don't understand that to mean				false

		2033						LN		77		7		false		       7    that the Company can't transact on spot prices, so on				false

		2034						LN		77		8		false		       8    a day-ahead basis, the Company will go out and buy				false

		2035						LN		77		9		false		       9    gas for its power plants and it buys that on -- based				false

		2036						LN		77		10		false		      10    on -- and those are the transactions that get				false

		2037						LN		77		11		false		      11    summarized into the monthly values that I use in this				false

		2038						LN		77		12		false		      12    analysis.  So I'm not necessarily -- I don't				false

		2039						LN		77		13		false		      13    necessarily agree with what you've stated there.				false

		2040						LN		77		14		false		      14         Q.   And Mr. Link also testified on the very				false

		2041						LN		77		15		false		      15    next page, page 59, that "market forwards reflect				false

		2042						LN		77		16		false		      16    pricing for contracts that reflect a price on a given				false

		2043						LN		77		17		false		      17    quote date at which buyers and sellers are				false

		2044						LN		77		18		false		      18    transacting for future delivery."  Correct?				false

		2045						LN		77		19		false		      19         A.   Sorry?  The forwards?				false

		2046						LN		77		20		false		      20         Q.   Yes.				false

		2047						LN		77		21		false		      21         A.   Right.  So -- right.  So PacifiCorp's				false

		2048						LN		77		22		false		      22    forward price curve, the first, I think, 72 months,				false

		2049						LN		77		23		false		      23    is based off of market forwards, and so part of this				false

		2050						LN		77		24		false		      24    analysis or -- actually, I guess all of this analysis				false

		2051						LN		77		25		false		      25    would -- it compares the -- PacifiCorp's price curve,				false

		2052						PG		78		0		false		page 78				false

		2053						LN		78		1		false		       1    which is really market forwards, to what the actual				false

		2054						LN		78		2		false		       2    prices were.				false

		2055						LN		78		3		false		       3              And it shows overwhelmingly that those				false

		2056						LN		78		4		false		       4    forward prices are higher than the actual prices that				false

		2057						LN		78		5		false		       5    occur in any given month, and so that actually is a				false

		2058						LN		78		6		false		       6    lot of different implication on just the utility's				false

		2059						LN		78		7		false		       7    planning and hedging.  Because if we're going out and				false

		2060						LN		78		8		false		       8    executing hedges, for example, based on this curve,				false

		2061						LN		78		9		false		       9    we're basically, you know, based off of this pattern,				false

		2062						LN		78		10		false		      10    we're locking in hedging losses as a result of				false

		2063						LN		78		11		false		      11    relying on that curve.				false

		2064						LN		78		12		false		      12              And I believe one of the DPU witnesses may				false

		2065						LN		78		13		false		      13    have touched on that, but I guess -- and also -- I				false

		2066						LN		78		14		false		      14    didn't do this analysis here -- but I've done				false

		2067						LN		78		15		false		      15    longer-term analyses for other utilities going back				false

		2068						LN		78		16		false		      16    as far to 2000, and it shows that this trend very				false

		2069						LN		78		17		false		      17    consistently increases with an upwards slope.				false

		2070						LN		78		18		false		      18              Now, in this case we asked for the longer				false

		2071						LN		78		19		false		      19    period of data, but PacifiCorp -- or we asked				false

		2072						LN		78		20		false		      20    PacifiCorp to provide whatever data that it believed				false

		2073						LN		78		21		false		      21    would be relevant in performing this analysis, and				false

		2074						LN		78		22		false		      22    this is the information that they provided.  But the				false

		2075						LN		78		23		false		      23    same trend is true if you view it over a longer				false

		2076						LN		78		24		false		      24    period, and, in fact, it's exacerbated further over a				false

		2077						LN		78		25		false		      25    longer period.				false

		2078						PG		79		0		false		page 79				false

		2079						LN		79		1		false		       1         Q.   Just to be clear, Mr. Mullins, I think you				false

		2080						LN		79		2		false		       2    testified to this fact, but I just want to confirm				false

		2081						LN		79		3		false		       3    it, that the Company's, in the first 84 months of the				false

		2082						LN		79		4		false		       4    official forward price curve, it's based on actual				false

		2083						LN		79		5		false		       5    forward prices, meaning it's prices based on observed				false

		2084						LN		79		6		false		       6    market transactions, not forecasts; correct?				false

		2085						LN		79		7		false		       7         A.   PacifiCorp's forecast is based off of				false

		2086						LN		79		8		false		       8    forward prices, and so, you know, it's one and the				false

		2087						LN		79		9		false		       9    same, I guess.  Whether you're calling it a forecast				false

		2088						LN		79		10		false		      10    or forward prices, you come to the same result, and				false

		2089						LN		79		11		false		      11    you can conclude that the -- you can conclude that				false

		2090						LN		79		12		false		      12    PacifiCorp forecast is overstated or you could				false

		2091						LN		79		13		false		      13    conclude that the forward prices are overstated,				false

		2092						LN		79		14		false		      14    either way.				false

		2093						LN		79		15		false		      15              If you're viewing it from the				false

		2094						LN		79		16		false		      16    forward-prices perspective, basically what you would				false

		2095						LN		79		17		false		      17    be concluding is that there's actually, you know,				false

		2096						LN		79		18		false		      18    risk premiums embedded in those forward prices, and				false

		2097						LN		79		19		false		      19    so that means that in order to enter into one of				false

		2098						LN		79		20		false		      20    those forward contracts, the counter-party is going				false

		2099						LN		79		21		false		      21    to demand an extra amount above what they expect the				false

		2100						LN		79		22		false		      22    ultimate market price to be in order to lock in that				false

		2101						LN		79		23		false		      23    price over the long term.				false

		2102						LN		79		24		false		      24              And so, you know, really I think it's a				false

		2103						LN		79		25		false		      25    point kind of without distinction in this case,				false

		2104						PG		80		0		false		page 80				false

		2105						LN		80		1		false		       1    whether, you know, you view this period to be forward				false

		2106						LN		80		2		false		       2    prices or a forecast, because the forward prices are				false

		2107						LN		80		3		false		       3    the forecast.				false

		2108						LN		80		4		false		       4         MR. LOWNEY:  Thank you, Mr. Mullins.  I have no				false

		2109						LN		80		5		false		       5    further questions.  And just before I end, I would				false

		2110						LN		80		6		false		       6    just move to admit Cross-examination Exhibits 23, 24,				false

		2111						LN		80		7		false		       7    25, 26, 27, 22, and 30.				false

		2112						LN		80		8		false		       8         CHAIR LEVAR:  Okay.  I'll add one clarification				false

		2113						LN		80		9		false		       9    to that motion, that the Cross-Exhibit 30 if it's				false

		2114						LN		80		10		false		      10    entered should only be reflected in the confidential				false

		2115						LN		80		11		false		      11    transcripts.				false

		2116						LN		80		12		false		      12         MR. LOWNEY:  Correct.				false

		2117						LN		80		13		false		      13         CHAIR LEVAR:  And should not be in the public				false

		2118						LN		80		14		false		      14    transcript.				false

		2119						LN		80		15		false		      15              Is there any objection to that motion?				false

		2120						LN		80		16		false		      16         MR. RUSSELL:  No.				false

		2121						LN		80		17		false		      17         CHAIR LEVAR:  Okay.  The motion is granted.				false

		2122						LN		80		18		false		      18     (RMP Cross-Exhibits 22, 23, 24, 25, 26, 27, and 30				false

		2123						LN		80		19		false		      19                       were received.)				false

		2124						LN		80		20		false		      20         CHAIR LEVAR:  Mr. Russell, do you have any				false

		2125						LN		80		21		false		      21    redirect?				false

		2126						LN		80		22		false		      22         MR. RUSSELL:  Have we finished with cross?  I				false

		2127						LN		80		23		false		      23    know the Company is done.  I don't know if we made it				false

		2128						LN		80		24		false		      24    all the way around the room.				false

		2129						LN		80		25		false		      25         CHAIR LEVAR:  I think I got to everyone for				false

		2130						PG		81		0		false		page 81				false

		2131						LN		81		1		false		       1    cross.				false

		2132						LN		81		2		false		       2         MR. RUSSELL:  I forgot.				false

		2133						LN		81		3		false		       3         CHAIR LEVAR:  If I missed you, let me know right				false

		2134						LN		81		4		false		       4    now, but I don't think I missed anybody.				false

		2135						LN		81		5		false		       5         MR. RUSSELL:  I do have some redirect and it may				false

		2136						LN		81		6		false		       6    well be that Mr. Baker also has some redirect, but				false

		2137						LN		81		7		false		       7    I'll get through mine and we'll see where we are.				false

		2138						LN		81		8		false		       8                     REDIRECT EXAMINATION				false

		2139						LN		81		9		false		       9    BY MR. RUSSELL:				false

		2140						LN		81		10		false		      10         Q.   Mr. Mullins, do you recall counsel asking				false

		2141						LN		81		11		false		      11    you questions about -- I believe it was				false

		2142						LN		81		12		false		      12    Cross-Exhibit 22 -- relating to some comments you				false

		2143						LN		81		13		false		      13    made regarding pricing or prices for renewable energy				false

		2144						LN		81		14		false		      14    credits?				false

		2145						LN		81		15		false		      15         A.   Yes.				false

		2146						LN		81		16		false		      16         Q.   Okay.  And you indicated in your responses				false

		2147						LN		81		17		false		      17    to counsel's questions that your statement regarding				false

		2148						LN		81		18		false		      18    a price for renewable energy credits was a --				false

		2149						LN		81		19		false		      19    perhaps -- I don't want to put words in your mouth --				false

		2150						LN		81		20		false		      20    you can just explain to us what analysis you were				false

		2151						LN		81		21		false		      21    performing there and what for what purpose it was				false

		2152						LN		81		22		false		      22    provided.				false

		2153						LN		81		23		false		      23         A.   Right.  And so the $10 per megawatt hour				false

		2154						LN		81		24		false		      24    that I used there was really an illustrative value to				false

		2155						LN		81		25		false		      25    prove the point that I mentioned earlier that it's				false

		2156						PG		82		0		false		page 82				false

		2157						LN		82		1		false		       1    much more cost effective for PGE to go out and				false

		2158						LN		82		2		false		       2    acquire RECs rather than build a new resource.				false

		2159						LN		82		3		false		       3              And, you know, the same doesn't apply in				false

		2160						LN		82		4		false		       4    this case, and so, you know, from my perspective the				false

		2161						LN		82		5		false		       5    reasonable way to view it is to assume there won't be				false

		2162						LN		82		6		false		       6    a market for RECs, and so with that we agree with the				false

		2163						LN		82		7		false		       7    Company's approach.				false

		2164						LN		82		8		false		       8         Q.   Just to clarify that point, the Company has				false

		2165						LN		82		9		false		       9    not assumed a value for RECs; is that correct?				false

		2166						LN		82		10		false		      10         A.   Correct.				false

		2167						LN		82		11		false		      11         Q.   And you agree that's a reasonable approach?				false

		2168						LN		82		12		false		      12         A.   Yes.				false

		2169						LN		82		13		false		      13         Q.   Okay.  Counsel also asked you a number of				false

		2170						LN		82		14		false		      14    questions about your use or your reflection of the				false

		2171						LN		82		15		false		      15    Company's 20-year analysis or economic analysis in				false

		2172						LN		82		16		false		      16    your testimony.  By using that 20-year analysis, are				false

		2173						LN		82		17		false		      17    you endorsing either the use of a 20-year time frame				false

		2174						LN		82		18		false		      18    or the numbers involved?				false

		2175						LN		82		19		false		      19         A.   No.  In my direct testimony I referred to				false

		2176						LN		82		20		false		      20    the 20-year period, but as I mentioned earlier, you				false

		2177						LN		82		21		false		      21    know, I didn't necessarily object to the assumptions				false

		2178						LN		82		22		false		      22    in the initial -- in the 20-year study in the initial				false

		2179						LN		82		23		false		      23    testimony, but once the PTC levelization and the				false

		2180						LN		82		24		false		      24    terminal value were changed in PacifiCorp's				false

		2181						LN		82		25		false		      25    supplemental testimony, there was a gap between, you				false

		2182						PG		83		0		false		page 83				false

		2183						LN		83		1		false		       1    know, the nominal and the levelized, and so that's				false

		2184						LN		83		2		false		       2    why I believe that, you know, nominal studies in				false

		2185						LN		83		3		false		       3    PacifiCorp's supplemental direct testimony are more				false

		2186						LN		83		4		false		       4    appropriate.				false

		2187						LN		83		5		false		       5         Q.   I want to make it clear what you're				false

		2188						LN		83		6		false		       6    referring to when you're talking about this gap				false

		2189						LN		83		7		false		       7    between nominal and levelized.				false

		2190						LN		83		8		false		       8              Do you want to address just that issue?  I				false

		2191						LN		83		9		false		       9    can ask it to you question by question, but we might				false

		2192						LN		83		10		false		      10    get there more quickly if you just explain it.				false

		2193						LN		83		11		false		      11         A.   Yeah, and I guess I would -- when I				false

		2194						LN		83		12		false		      12    reviewed the supplemental testimony, it was apparent				false

		2195						LN		83		13		false		      13    to me that the economics between the nominal study				false

		2196						LN		83		14		false		      14    and the levelized study, they departed quite				false

		2197						LN		83		15		false		      15    dramatically.  And I don't have the numbers memorized				false

		2198						LN		83		16		false		      16    off the top of my head.				false

		2199						LN		83		17		false		      17              But, you know, as a result of -- and that				false

		2200						LN		83		18		false		      18    was primarily due to these levelization assumptions				false

		2201						LN		83		19		false		      19    that were used, and, you know, my expectation is that				false

		2202						LN		83		20		false		      20    if you were to use a levelized study, really the idea				false

		2203						LN		83		21		false		      21    is to -- should be fairly close to what the nominal				false

		2204						LN		83		22		false		      22    results are.  Present value to levelized should equal				false

		2205						LN		83		23		false		      23    or be about equal to the present value of the nominal				false

		2206						LN		83		24		false		      24    study, and we saw that, you know, diverge quite				false

		2207						LN		83		25		false		      25    substantially in the supplemental filing.				false

		2208						PG		84		0		false		page 84				false

		2209						LN		84		1		false		       1         Q.   Okay.  I want to get to this point on the				false

		2210						LN		84		2		false		       2    record, and so I'll try to just ask.  When you're				false

		2211						LN		84		3		false		       3    talking about the levelized study and levelized				false

		2212						LN		84		4		false		       4    treatment of tax credits, does that mean that those				false

		2213						LN		84		5		false		       5    tax credits are given an equal value in every year of				false

		2214						LN		84		6		false		       6    the term of the project?  Is that how that works?				false

		2215						LN		84		7		false		       7         A.   Well, I think it gets into the way that				false

		2216						LN		84		8		false		       8    those benefits get levelized to the resource costs,				false

		2217						LN		84		9		false		       9    and so by including them nominally since they occur				false

		2218						LN		84		10		false		      10    in the study period, you know, you avoid the capital				false

		2219						LN		84		11		false		      11    costs beyond the end of the study period, but you're				false

		2220						LN		84		12		false		      12    including all of the PTC benefits within the study				false

		2221						LN		84		13		false		      13    period.				false

		2222						LN		84		14		false		      14              And so, you know, without considering the				false

		2223						LN		84		15		false		      15    costs beyond the end of the study period, it doesn't				false

		2224						LN		84		16		false		      16    make sense to include the levelized -- or the PTCs in				false

		2225						LN		84		17		false		      17    there on a nominal basis.				false

		2226						LN		84		18		false		      18         Q.   And just to be clear, the Company did				false

		2227						LN		84		19		false		      19    use -- or did the Company use a levelized basis for				false

		2228						LN		84		20		false		      20    tax credits in its IRP in its direct filing here?				false

		2229						LN		84		21		false		      21         A.   They did use a levelized approach to				false

		2230						LN		84		22		false		      22    production tax credits in their initial filing.				false

		2231						LN		84		23		false		      23         Q.   And it was -- I don't remember which round				false

		2232						LN		84		24		false		      24    of testimony it was, but they at some point switched				false

		2233						LN		84		25		false		      25    to using --				false

		2234						PG		85		0		false		page 85				false

		2235						LN		85		1		false		       1         A.   Right.				false

		2236						LN		85		2		false		       2         Q.   -- a nominal basis is for PTCs; is that --				false

		2237						LN		85		3		false		       3         A.   Right.  And so my concern is they were				false

		2238						LN		85		4		false		       4    mismatching nominal and levelized assumptions, and so				false

		2239						LN		85		5		false		       5    from that perspective I didn't view the semi -- the				false

		2240						LN		85		6		false		       6    quasi-levelized 20-year studies to be appropriate.				false

		2241						LN		85		7		false		       7         MR. RUSSELL:  Okay.  I don't have any further				false

		2242						LN		85		8		false		       8    redirect questions.				false

		2243						LN		85		9		false		       9         CHAIR LEVAR:  Did that redirect prompt any				false

		2244						LN		85		10		false		      10    recross from any party?  Please indicate to me if it				false

		2245						LN		85		11		false		      11    did.  Anyone else besides Mr. Michel?  I'm not seeing				false

		2246						LN		85		12		false		      12    any indication?				false

		2247						LN		85		13		false		      13              Okay.  So, Mr. Michel, I'll allow you some				false

		2248						LN		85		14		false		      14    recross.				false

		2249						LN		85		15		false		      15         MR. MICHEL:  Thank you, Mr. Chairman.				false

		2250						LN		85		16		false		      16                     RECROSS-EXAMINATION				false

		2251						LN		85		17		false		      17    BY MR. MICHEL:				false

		2252						LN		85		18		false		      18         Q.   Mr. Mullins, counsel asked you about your				false

		2253						LN		85		19		false		      19    use of a $10 REC price.  Do you recall that?				false

		2254						LN		85		20		false		      20         A.   Yes.				false

		2255						LN		85		21		false		      21         Q.   And the reason REC prices currently are				false

		2256						LN		85		22		false		      22    priced so low is because there's currently a surplus				false

		2257						LN		85		23		false		      23    of RECs in the market.  Would you agree with that?				false

		2258						LN		85		24		false		      24         A.   Yes.				false

		2259						LN		85		25		false		      25         Q.   And the reason there is a surplus is				false

		2260						PG		86		0		false		page 86				false

		2261						LN		86		1		false		       1    because many utilities are developing renewables for				false

		2262						LN		86		2		false		       2    economic reasons without regards to RPS requirements;				false

		2263						LN		86		3		false		       3    is that right?				false

		2264						LN		86		4		false		       4         A.   I would agree that utilities are developing				false

		2265						LN		86		5		false		       5    a lot of renewables, but it's not just limited to				false

		2266						LN		86		6		false		       6    utilities.  There's a lot of independent power				false

		2267						LN		86		7		false		       7    producers developing renewables.  There's a lot of				false

		2268						LN		86		8		false		       8    individual consumers building rooftop solar, for				false

		2269						LN		86		9		false		       9    example.				false

		2270						LN		86		10		false		      10              In fact, I think a few weeks ago there was				false

		2271						LN		86		11		false		      11    a new rule or requirement in California where all new				false

		2272						LN		86		12		false		      12    residential dwellings were required to have rooftop				false

		2273						LN		86		13		false		      13    solar installed.  And so it's not just limited to				false

		2274						LN		86		14		false		      14    utilities, and from my perspective, I'm expecting				false

		2275						LN		86		15		false		      15    that trend to increase or to -- into the future.				false

		2276						LN		86		16		false		      16         Q.   And you also anticipate that state RPS				false

		2277						LN		86		17		false		      17    requirements are going to be increasing over time?				false
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		2645						LN		100		21		false		      21    yours -- if we break until 1:00 questioning from us				false

		2646						LN		100		22		false		      22    after your opening statement might push us close on				false

		2647						LN		100		23		false		      23    yours, so with all those caveats -- we only have a				false

		2648						LN		100		24		false		      24    couple of options.  We can go out of order or we can				false

		2649						LN		100		25		false		      25    come back at 1:00 and hopefully get through him in				false

		2650						PG		101		0		false		page 101				false

		2651						LN		101		1		false		       1    time to get his flight.				false

		2652						LN		101		2		false		       2         MS. SCHMID:  Alternatively, perhaps we could				false

		2653						LN		101		3		false		       3    come back at 12:30.				false

		2654						LN		101		4		false		       4         CHAIR LEVAR:  Okay.  Any objection to breaking				false

		2655						LN		101		5		false		       5    until 12:30?				false

		2656						LN		101		6		false		       6         MR. MICHEL:  That would be helpful.  Thank you.				false

		2657						LN		101		7		false		       7         CHAIR LEVAR:  Okay.  Why don't we adjourn until				false

		2658						LN		101		8		false		       8    12:30.  Not adjourn.  Recess until 12:30.				false

		2659						LN		101		9		false		       9                 (A lunch break was taken.)				false

		2660						LN		101		10		false		      10         (Start of recording supplement to page 122)				false

		2661						LN		101		11		false		      11         CHAIR LEVAR:  Okay.  We're back for closing				false

		2662						LN		101		12		false		      12    statements in Public Service Commission				false

		2663						LN		101		13		false		      13    Docket 17-035-40, Application of Rocky Mountain Power				false

		2664						LN		101		14		false		      14    for Approval of a Significant Energy Resource				false

		2665						LN		101		15		false		      15    Decision and Voluntary Request for Approval of				false

		2666						LN		101		16		false		      16    Resource Decision.				false

		2667						LN		101		17		false		      17              So I think the first closing statement was				false

		2668						LN		101		18		false		      18    going to be by Rocky Mountain Power.				false

		2669						LN		101		19		false		      19         MS. MCDOWELL:  Thank you.				false

		2670						LN		101		20		false		      20         CHAIR LEVAR:  You had agreed for a total of				false

		2671						LN		101		21		false		      21    40 minutes where you were going to reserve ten for				false

		2672						LN		101		22		false		      22    rebuttal or 20 for rebuttal.				false

		2673						LN		101		23		false		      23         MS. MCDOWELL:  Yeah.  My goal will be 15 to 20				false

		2674						LN		101		24		false		      24    but probably --				false

		2675						LN		101		25		false		      25         CHAIR LEVAR:  Okay.				false

		2676						PG		102		0		false		page 102				false

		2677						LN		102		1		false		       1         MS. MCDOWELL:  -- 15 is what we'll shoot for and				false

		2678						LN		102		2		false		       2    we'll just see how it rolls.				false

		2679						LN		102		3		false		       3         CHAIR LEVAR:  Okay.				false

		2680						LN		102		4		false		       4         MS. MCDOWELL:  So let me just say good afternoon				false

		2681						LN		102		5		false		       5    and thank you.  I want to thank you both for managing				false

		2682						LN		102		6		false		       6    this procedurally complex case during the last year				false

		2683						LN		102		7		false		       7    and for presiding over a very important hearing this				false

		2684						LN		102		8		false		       8    week.  We are grateful.  And I also want to thank you				false

		2685						LN		102		9		false		       9    for the opportunity to provide a closing argument				false

		2686						LN		102		10		false		      10    today in support of Company's request.				false

		2687						LN		102		11		false		      11              We are here because the Company is				false

		2688						LN		102		12		false		      12    convinced and believes we have demonstrated through				false

		2689						LN		102		13		false		      13    this proceeding that the combined projects will				false

		2690						LN		102		14		false		      14    provide significant net benefits to Utah customers				false

		2691						LN		102		15		false		      15    including 1.2 billion in production tax credits,				false

		2692						LN		102		16		false		      16    additional capacity, and reduced market reliance,				false

		2693						LN		102		17		false		      17    zero-fuel-cost energy, and improved system				false

		2694						LN		102		18		false		      18    reliability.				false

		2695						LN		102		19		false		      19              The Company's request for resource approval				false

		2696						LN		102		20		false		      20    is under Part 3 of Title 54 Chapter 17 for the				false

		2697						LN		102		21		false		      21    Cedar Springs Ekola Flats and TB Flats wind projects				false

		2698						LN		102		22		false		      22    and under Part 4 for the 140-mile 500 kV Aeolus-to				false

		2699						LN		102		23		false		      23    Bridger/Anticline transmission line and network				false

		2700						LN		102		24		false		      24    upgrades.				false

		2701						LN		102		25		false		      25              Bringing the requirements of parts 3 and 4				false

		2702						PG		103		0		false		page 103				false

		2703						LN		103		1		false		       1    together, the Commission must find, first, that the				false

		2704						LN		103		2		false		       2    wind projects were acquired in compliance with the				false

		2705						LN		103		3		false		       3    solicitation process approved by the Commission; and,				false

		2706						LN		103		4		false		       4    two, that the combined projects are in the public				false

		2707						LN		103		5		false		       5    interest, taking into consideration the six factors				false

		2708						LN		103		6		false		       6    specified in Utah Section 54-17-302(3)(c) and				false

		2709						LN		103		7		false		       7    54-17-402 (3)(b).				false

		2710						LN		103		8		false		       8              Those same six factors are matched in the				false

		2711						LN		103		9		false		       9    solicitation statute, so in each of the three				false

		2712						LN		103		10		false		      10    operative statutes, we have the six specified				false

		2713						LN		103		11		false		      11    factors, which I'll go through in my arguments today.				false

		2714						LN		103		12		false		      12              Now, it's important to note that with				false

		2715						LN		103		13		false		      13    respect to the public interest standard, the statute				false

		2716						LN		103		14		false		      14    does not dictate how the Commission should weigh				false

		2717						LN		103		15		false		      15    those specified factors or otherwise restrict the				false

		2718						LN		103		16		false		      16    Commission's discretion in determining whether the				false

		2719						LN		103		17		false		      17    public interest standard is specified.				false

		2720						LN		103		18		false		      18              This is consistent with the Commission's				false

		2721						LN		103		19		false		      19    overall framework in which it operates.  Courts have				false

		2722						LN		103		20		false		      20    recognized that the Commission is charged with the				false

		2723						LN		103		21		false		      21    responsibility of regulating utilities in the public				false

		2724						LN		103		22		false		      22    interest and has considerable latitude in how it				false

		2725						LN		103		23		false		      23    carries out that responsibility.				false

		2726						LN		103		24		false		      24              And the cite for that in case you want to				false

		2727						LN		103		25		false		      25    check it, it's White River Shale Oil Corp versus				false

		2728						PG		104		0		false		page 104				false

		2729						LN		104		1		false		       1    Public Service Commission, 700 Pacific 2d 1088 1985.				false

		2730						LN		104		2		false		       2              So, in other words, while the Commission				false

		2731						LN		104		3		false		       3    must consider the evidence related to each factor and				false

		2732						LN		104		4		false		       4    state its findings, it is not required to give any				false

		2733						LN		104		5		false		       5    factor any particular weight.  The Commission looks				false

		2734						LN		104		6		false		       6    at that on a case-by-case basis.				false

		2735						LN		104		7		false		       7              So let me move to the first requirement and				false

		2736						LN		104		8		false		       8    whether or not the wind projects were acquired in				false

		2737						LN		104		9		false		       9    compliance with an approved RFP, and the answer is				false

		2738						LN		104		10		false		      10    yes, they were.  The Commission approved the				false

		2739						LN		104		11		false		      11    2017R RFP in Docket 17-035-23 in its September 22,				false

		2740						LN		104		12		false		      12    2017 Order.  As a result of that Order, an IE was				false

		2741						LN		104		13		false		      13    appointed to monitor the solicitation, and we all				false

		2742						LN		104		14		false		      14    heard the findings of the IE over the last few days.				false

		2743						LN		104		15		false		      15              The IE found that the RFP was robust.				false

		2744						LN		104		16		false		      16    There were 72 bids, and the amount exceeded the				false

		2745						LN		104		17		false		      17    capacity requested by a ratio of 5.5 to 1.  The IE				false

		2746						LN		104		18		false		      18    found that PacifiCorp conformed to the requirements				false

		2747						LN		104		19		false		      19    of the solicitation rules.  The IE found that the				false

		2748						LN		104		20		false		      20    final portfolio was in the public interest and that				false

		2749						LN		104		21		false		      21    the wind projects will result in significant savings				false

		2750						LN		104		22		false		      22    to customers.				false

		2751						LN		104		23		false		      23              The Division in Mr. Peterson's testimony				false

		2752						LN		104		24		false		      24    supported these findings, notably including the IE's				false

		2753						LN		104		25		false		      25    determination that the solicitation was in the public				false

		2754						PG		105		0		false		page 105				false

		2755						LN		105		1		false		       1    interest.				false

		2756						LN		105		2		false		       2              Now, the Commission's RFP approval order				false

		2757						LN		105		3		false		       3    suggested but did not require a modification to the				false

		2758						LN		105		4		false		       4    RFP to add solar resources to the solicitation.  To				false

		2759						LN		105		5		false		       5    respond, the Company conducted a separate but				false

		2760						LN		105		6		false		       6    concurrent solar RFP and then evaluated both wind and				false

		2761						LN		105		7		false		       7    solar resources as if offered under a single RFP.				false

		2762						LN		105		8		false		       8              When the bid selection model, which is the				false

		2763						LN		105		9		false		       9    system optimizer, or SO model -- that's our portfolio				false

		2764						LN		105		10		false		      10    model -- was able to select from both the wind and				false

		2765						LN		105		11		false		      11    solar bids, it did not select solar over wind.				false

		2766						LN		105		12		false		      12    Instead it chose both.  In other words, it saw that				false

		2767						LN		105		13		false		      13    there were benefits of wind and benefits of solar,				false

		2768						LN		105		14		false		      14    but together there were the greatest benefits.				false

		2769						LN		105		15		false		      15              And this demonstrates that the Company's				false

		2770						LN		105		16		false		      16    strategy of moving forward sequentially, first with				false

		2771						LN		105		17		false		      17    wind and then later moving to solar, is the				false

		2772						LN		105		18		false		      18    lowest-cost resource choice for customers.				false

		2773						LN		105		19		false		      19              As both Ms. Crane and Mr. Link testified,				false

		2774						LN		105		20		false		      20    the Company is currently engaged in discussions with				false

		2775						LN		105		21		false		      21    solar developers following up on opportunities that				false

		2776						LN		105		22		false		      22    were identified in the solar RFP.				false

		2777						LN		105		23		false		      23              Now, while there has been some discussion				false

		2778						LN		105		24		false		      24    in this hearing about whether the Company should have				false
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		2781						LN		106		1		false		       1    portfolio modeling -- again, done under its SO				false

		2782						LN		106		2		false		       2    model -- made clear that wind was the most				false

		2783						LN		106		3		false		       3    cost-effective resource choice available.				false

		2784						LN		106		4		false		       4              We have addressed and tested how solar				false

		2785						LN		106		5		false		       5    resources compare, and no party has provided any				false

		2786						LN		106		6		false		       6    evidence that any other resource choice would have				false

		2787						LN		106		7		false		       7    been cost effective.  In this context, especially				false

		2788						LN		106		8		false		       8    given the time limited opportunity involved, a				false

		2789						LN		106		9		false		       9    targeted solicitation like the one the Company				false

		2790						LN		106		10		false		      10    conducted was reasonable.				false

		2791						LN		106		11		false		      11              Now, let me move to the second requirement				false

		2792						LN		106		12		false		      12    which is whether or not the combined projects are in				false

		2793						LN		106		13		false		      13    the public interest, taking into account the				false

		2794						LN		106		14		false		      14    six specified factors in the statute.  And I should				false

		2795						LN		106		15		false		      15    say "statutes" because we're operating under both the				false

		2796						LN		106		16		false		      16    voluntary resource statute and the significant energy				false

		2797						LN		106		17		false		      17    resource decision statute.				false

		2798						LN		106		18		false		      18              Since they have the same factors, I'm going				false

		2799						LN		106		19		false		      19    to go through them together for both sets of				false

		2800						LN		106		20		false		      20    resources.  So, first, the evidence shows that the				false

		2801						LN		106		21		false		      21    combined projects will most likely result in the				false

		2802						LN		106		22		false		      22    acquisition, production, and delivery of electricity				false

		2803						LN		106		23		false		      23    at the lowest reasonable cost to Utah retail				false

		2804						LN		106		24		false		      24    customers.				false

		2805						LN		106		25		false		      25              Like the repowering case, the totality of				false
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		2807						LN		107		1		false		       1    our modeling or all of the modeling supports the				false

		2808						LN		107		2		false		       2    finding that the combined projects will most likely				false

		2809						LN		107		3		false		       3    result in net customer benefits.  The Company's				false

		2810						LN		107		4		false		       4    economic analysis measured customer benefits under				false

		2811						LN		107		5		false		       5    nine different price-policy scenarios through 2036				false

		2812						LN		107		6		false		       6    and 2050, the same price-policy scenarios used in the				false

		2813						LN		107		7		false		       7    repowering case.				false

		2814						LN		107		8		false		       8              The 18 scenarios presented, the combined				false

		2815						LN		107		9		false		       9    projects showed net customer benefits in 16 of				false

		2816						LN		107		10		false		      10    18 scenarios, using the base case assumptions, the				false

		2817						LN		107		11		false		      11    net benefits of the combined projects are 338 million				false

		2818						LN		107		12		false		      12    when assessed through 2036, and they are 174 million				false

		2819						LN		107		13		false		      13    when assessed through 2050.				false

		2820						LN		107		14		false		      14              Now, as you've heard, particularly from				false

		2821						LN		107		15		false		      15    Mr. Link, these projected net benefits are				false

		2822						LN		107		16		false		      16    conservative and leave significant upside benefits.				false

		2823						LN		107		17		false		      17    The modeling, first of all, does not include the				false

		2824						LN		107		18		false		      18    300 million net present value cost of building the				false

		2825						LN		107		19		false		      19    Aeolus-to Bridger/Anticline transmission line in the				false

		2826						LN		107		20		false		      20    base case.  There is a near term need for this line,				false

		2827						LN		107		21		false		      21    which I'll discuss when we get to the reliability				false

		2828						LN		107		22		false		      22    factor.				false

		2829						LN		107		23		false		      23              Considering these costs, the 300 million				false

		2830						LN		107		24		false		      24    MPV costs in the base case would result in				false

		2831						LN		107		25		false		      25    substantial net benefits in any of the sensitivities				false
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		2833						LN		108		1		false		       1    and also demonstrates substantial additional value				false

		2834						LN		108		2		false		       2    for wind as compared to the solar resources which				false

		2835						LN		108		3		false		       3    would be developed independent of that transmission				false

		2836						LN		108		4		false		       4    line.				false

		2837						LN		108		5		false		       5              Other conservative assumptions in the				false

		2838						LN		108		6		false		       6    Company's analysis include un-modeled transfer				false

		2839						LN		108		7		false		       7    capability.  I think that's about a 27 percent				false

		2840						LN		108		8		false		       8    increase in transfer capability that ultimately came				false

		2841						LN		108		9		false		       9    out of our latest assessments, which was not				false

		2842						LN		108		10		false		      10    incorporated in our net benefits analysis; O&M				false

		2843						LN		108		11		false		      11    savings resulting from the use of larger turbine				false

		2844						LN		108		12		false		      12    blades at a couple of the projects; REC values, same				false

		2845						LN		108		13		false		      13    factors that you looked at in the repowering case;				false

		2846						LN		108		14		false		      14    and understated CO2 assumptions.				false

		2847						LN		108		15		false		      15              So moving on to the second factor, which				false

		2848						LN		108		16		false		      16    is -- basically the impact of the resource decision				false

		2849						LN		108		17		false		      17    in both a short- and long-term view.  We've				false

		2850						LN		108		18		false		      18    interpreted that factor is really what is the impact				false

		2851						LN		108		19		false		      19    on customers?  The Company has, you know, measured				false

		2852						LN		108		20		false		      20    those impacts through forecasts that look at a range				false

		2853						LN		108		21		false		      21    of time horizons, both short- and long-term.				false

		2854						LN		108		22		false		      22              Over the 30-year life of the wind projects,				false

		2855						LN		108		23		false		      23    we've demonstrated that the time combined projects				false

		2856						LN		108		24		false		      24    are expected to generate net customer benefits in 24				false

		2857						LN		108		25		false		      25    of the 30 years.  And you've also heard evidence that				false
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		2859						LN		109		1		false		       1    in the first full year of operation, the Company				false

		2860						LN		109		2		false		       2    expects rate impacts of about 1.4 percent with an				false

		2861						LN		109		3		false		       3    expectation of declining rate impacts thereafter.				false

		2862						LN		109		4		false		       4              So turning to the third factor, which is a				false

		2863						LN		109		5		false		       5    factor that just states risk, I think you can look at				false

		2864						LN		109		6		false		       6    it from both sides, the risk of foregoing the project				false

		2865						LN		109		7		false		       7    and the risk of going forward.  In our opinion, the				false

		2866						LN		109		8		false		       8    risks of foregoing of the combined project are				false

		2867						LN		109		9		false		       9    greater than the risks of approval of the project.				false

		2868						LN		109		10		false		      10              A do-nothing strategy increases the				false

		2869						LN		109		11		false		      11    Company's reliance on the market, which is				false

		2870						LN		109		12		false		      12    problematic as you move into -- I think as we're				false

		2871						LN		109		13		false		      13    looking forward to a period of retirement of numerous				false

		2872						LN		109		14		false		      14    plants, it increases the carbon intensity of				false

		2873						LN		109		15		false		      15    PacifiCorp's system and includes the very real and				false

		2874						LN		109		16		false		      16    substantial risk that customers will bear the cost of				false

		2875						LN		109		17		false		      17    needed transmission infrastructure without the				false

		2876						LN		109		18		false		      18    benefit of PTC-eligible wind resources to subsidize				false

		2877						LN		109		19		false		      19    that line.				false

		2878						LN		109		20		false		      20              On the risk side, the risks of going				false

		2879						LN		109		21		false		      21    forward, you've heard evidence that the Company has				false

		2880						LN		109		22		false		      22    worked hard to manage the project risks and has				false

		2881						LN		109		23		false		      23    assumed the risks within its control, particularly				false

		2882						LN		109		24		false		      24    the critical risk of PTC qualification.				false
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		2886						LN		110		2		false		       2    significantly from the proxy projects we began with.				false

		2887						LN		110		3		false		       3    We market tested those wind projects and the costs				false

		2888						LN		110		4		false		       4    have come down substantially over the course of this				false

		2889						LN		110		5		false		       5    case.				false

		2890						LN		110		6		false		       6              The risk of delay beyond 2020 has also				false

		2891						LN		110		7		false		       7    decreased.  Through the Wyoming CPCN process, the				false

		2892						LN		110		8		false		       8    Company has resolved key rights-of-way issues with				false

		2893						LN		110		9		false		       9    approximately 50 percent of the largest landowners				false
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		2898						LN		110		14		false		      14    mechanical availability guarantee at the market				false

		2899						LN		110		15		false		      15    standard, which is 97 percent, in any third-party				false

		2900						LN		110		16		false		      16    maintenance agreements, ensuring that the wind				false

		2901						LN		110		17		false		      17    projects will be available to perform as forecast.				false

		2902						LN		110		18		false		      18              Now, the fourth and fifth statutory				false
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		2919						LN		111		9		false		       9    transmission system will persist without the new line				false
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		2925						LN		111		15		false		      15              Now, there is a last catchall factor which				false
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		2927						LN		111		17		false		      17    determines is relevant and important to its				false

		2928						LN		111		18		false		      18    consideration.  It seems like under that factor is				false

		2929						LN		111		19		false		      19    where the parties have suggested that the Commission				false

		2930						LN		111		20		false		      20    needs to look at the need requirement.  The need				false

		2931						LN		111		21		false		      21    requirement is not specified in the factor but				false

		2932						LN		111		22		false		      22    certainly -- in the factors, but certainly is an				false

		2933						LN		111		23		false		      23    issue the parties have addressed.  So presumably that				false
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		2938						LN		112		2		false		       2    believe the evidence demonstrates clearly that there				false
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		2940						LN		112		4		false		       4    forecast and resource balance shows an immediate				false
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		2945						LN		112		9		false		       9    the most recent numbers coming out of the IRP update				false

		2946						LN		112		10		false		      10    that was just filed.  Those numbers are also the				false

		2947						LN		112		11		false		      11    numbers that are reflected in the Company's economic				false

		2948						LN		112		12		false		      12    analysis.  The load and resource balance, that is,				false

		2949						LN		112		13		false		      13    you know, a part of the IRP update is also a part of				false

		2950						LN		112		14		false		      14    the Company's updated economic analysis.				false

		2951						LN		112		15		false		      15              You've also heard that the capacity				false

		2952						LN		112		16		false		      16    contribution of the proposed new wind projects is				false

		2953						LN		112		17		false		      17    just over 180 megawatts, which is well below the				false

		2954						LN		112		18		false		      18    projected near-term and long-term need.  It would be				false

		2955						LN		112		19		false		      19    contrary to basic least-cost principles and IRP				false

		2956						LN		112		20		false		      20    standards and guidelines to reject the combined				false

		2957						LN		112		21		false		      21    projects as unneeded when they are more economic than				false
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		2964						LN		113		2		false		       2    for conditions on approval including a hard cost cap.				false
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		2967						LN		113		5		false		       5    current estimated costs of construction.  We believe				false

		2968						LN		113		6		false		       6    that to condition approval on a hard cap is contrary				false
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		2972						LN		113		10		false		      10              We also believe that the resource approval				false

		2973						LN		113		11		false		      11    statutes provide appropriate procedures for the				false

		2974						LN		113		12		false		      12    Commission to closely scrutinize the Company's				false

		2975						LN		113		13		false		      13    performance in implementing these projects, making				false
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		2977						LN		113		15		false		      15              So in summary, the evidence provided by the				false

		2978						LN		113		16		false		      16    Company demonstrates the combined projects are in the				false

		2979						LN		113		17		false		      17    public interest and meet each of the specified				false

		2980						LN		113		18		false		      18    statutory requirements.  The combined projects are				false
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		3498						LN		133		16		false		      16    Ms. Link, your comments are confined to the record.				false

		3499						LN		133		17		false		      17         SARAH LINK:  Yes, they are confined to the				false
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		3511						LN		134		3		false		       3    unaffected.  Before the restudies they needed the				false

		3512						LN		134		4		false		       4    full build-out of Gateway South and after the				false
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		3514						LN		134		6		false		       6    Gateway South, and that was publicly available				false
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		3516						LN		134		8		false		       8         COMMISSIONER CLARK:  Thanks.  I appreciate you				false

		3517						LN		134		9		false		       9    reminding me of how that worked.				false

		3518						LN		134		10		false		      10         CHAIR LEVAR:  With that, I think we're ready to				false
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		3526						LN		134		18		false		      18    in her statement today, Utah Clean Energy is in				false
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		4488						LN		171		18		false		      18    just restating his question in a different way.  I				false

		4489						LN		171		19		false		      19    apologize if it's that.  But when you talk about MSP				false

		4490						LN		171		20		false		      20    risk, aren't we our own backstop against MSP risk?				false

		4491						LN		171		21		false		      21         MS. SCHMID:  We are.  And the Division is urging				false

		4492						LN		171		22		false		      22    the Commission not to make decisions now that could				false

		4493						LN		171		23		false		      23    adversely affect Utah ratepayers.  What is critical				false

		4494						LN		171		24		false		      24    is that the MSP agreement ends soon and parties are				false

		4495						LN		171		25		false		      25    in the negotiations to see what happens in the				false
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		4497						LN		172		1		false		       1    future.  I can't discuss those negotiations, and I				false

		4498						LN		172		2		false		       2    won't, but the future is uncertain.				false

		4499						LN		172		3		false		       3         CHAIR LEVAR:  Thank you.  A few more questions.				false

		4500						LN		172		4		false		       4    As we're considering RFP responses and whether there				false

		4501						LN		172		5		false		       5    was a robust response to the RFP, what weight should				false

		4502						LN		172		6		false		       6    we give to ineligible bids?				false

		4503						LN		172		7		false		       7         MS. SCHMID:  I would think that they should				false

		4504						LN		172		8		false		       8    receive significant and careful consideration.  One				false

		4505						LN		172		9		false		       9    problem is is that had bidders known that they were				false

		4506						LN		172		10		false		      10    too far down the queue, they may not have bid and				false

		4507						LN		172		11		false		      11    that the additional conditions and restrictions on				false

		4508						LN		172		12		false		      12    the RFP and the additional transmission studies, had				false

		4509						LN		172		13		false		      13    they known those, they may not have bid.  So I				false

		4510						LN		172		14		false		      14    question the robustness of the RFP results.				false

		4511						LN		172		15		false		      15         CHAIR LEVAR:  Okay.  You're not suggesting that				false

		4512						LN		172		16		false		      16    we should not consider those bids to have ever				false

		4513						LN		172		17		false		      17    happened?				false

		4514						LN		172		18		false		      18         MS. SCHMID:  I don't -- that's not my position.				false

		4515						LN		172		19		false		      19    I don't believe that's the Division's position.				false

		4516						LN		172		20		false		      20         CHAIR LEVAR:  Okay.  Do you have a position on				false

		4517						LN		172		21		false		      21    whether the condition -- one condition suggested by				false

		4518						LN		172		22		false		      22    the Office, a hard cap, would violate other statutory				false

		4519						LN		172		23		false		      23    provisions that would allow a future commission to				false

		4520						LN		172		24		false		      24    consider the prudence of any costs that exceeded cap?				false

		4521						LN		172		25		false		      25         MS. SCHMID:  I honestly don't know, so I'll				false
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		4524						LN		173		2		false		       2         CHAIR LEVAR:  Okay.				false

		4525						LN		173		3		false		       3         MS. SCHMID:  Could I address waiver?				false

		4526						LN		173		4		false		       4         CHAIR LEVAR:  Yes, that's one of my next				false

		4527						LN		173		5		false		       5    questions.  Before that I want to ask one other				false

		4528						LN		173		6		false		       6    question first.  If we were to deny the application,				false

		4529						LN		173		7		false		       7    what would be your view of the regulatory treatment				false

		4530						LN		173		8		false		       8    of the costs that were incurred to meet the				false

		4531						LN		173		9		false		       9    Safe Harbor requirements?				false

		4532						LN		173		10		false		      10         MS. SCHMID:  I would think that the Company				false

		4533						LN		173		11		false		      11    would have to prove that they were prudently incurred				false

		4534						LN		173		12		false		      12    and that the Commission would have the opportunity to				false

		4535						LN		173		13		false		      13    review and decide that decision in an appropriate				false

		4536						LN		173		14		false		      14    proceeding.				false

		4537						LN		173		15		false		      15         CHAIR LEVAR:  The waiver, is the waiver an				false

		4538						LN		173		16		false		      16    either/or or is it only in lieu of the application				false

		4539						LN		173		17		false		      17    that we've seen or is it an option if the application				false

		4540						LN		173		18		false		      18    were denied?				false

		4541						LN		173		19		false		      19         MS. SCHMID:  I believe it is a statutory option				false

		4542						LN		173		20		false		      20    if the application is denied, and I believe that the				false

		4543						LN		173		21		false		      21    Company could proceed with the waiver process				false

		4544						LN		173		22		false		      22    quickly.  The waiver process requires the Company to				false

		4545						LN		173		23		false		      23    submit a verified application.  The Company should				false

		4546						LN		173		24		false		      24    have all that ready.  The Company has finally decided				false

		4547						LN		173		25		false		      25    what the final projects would be, and it would seem				false
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		4549						LN		174		1		false		       1    that the Company would be able to move quickly to put				false

		4550						LN		174		2		false		       2    that together.  Furthermore, the truncated process				false

		4551						LN		174		3		false		       3    established by the statute, I believe, would allow a				false

		4552						LN		174		4		false		       4    reasonably timed decision and it might even be a				false

		4553						LN		174		5		false		       5    decision that is far in advance of the execution of				false

		4554						LN		174		6		false		       6    construction and other pertinent contracts.				false

		4555						LN		174		7		false		       7         CHAIR LEVAR:  Thank you.  That concludes my				false

		4556						LN		174		8		false		       8    question.  Were there any follow-ups from --				false

		4557						LN		174		9		false		       9         COMMISSIONER WHITE:  Well, I would just ask				false

		4558						LN		174		10		false		      10    because I mean -- this might be a pass-along to				false

		4559						LN		174		11		false		      11    Ms. McDowell, only if it's in the record.  I guess				false

		4560						LN		174		12		false		      12    one is a follow-up to yours that I don't know if it				false

		4561						LN		174		13		false		      13    has been addressed in the record is, putting aside				false

		4562						LN		174		14		false		      14    the fact there was some frustration in terms of like				false

		4563						LN		174		15		false		      15    bidders who ultimately got to the point where they				false

		4564						LN		174		16		false		      16    realized they didn't have the right queue position, I				false

		4565						LN		174		17		false		      17    guess the question is wouldn't they have had to or				false

		4566						LN		174		18		false		      18    someone have had to pay for transmission				false

		4567						LN		174		19		false		      19    interconnection, you know, whether it -- according to				false

		4568						LN		174		20		false		      20    the OATT?				false

		4569						LN		174		21		false		      21              So, in other words, even if that weren't				false

		4570						LN		174		22		false		      22    the case, wouldn't that be part of the cost of the				false

		4571						LN		174		23		false		      23    project, I guess?  I mean does that make sense?  I				false

		4572						LN		174		24		false		      24    don't want -- I know you're not the expert, but if				false

		4573						LN		174		25		false		      25    you can reflect on the record to provide that answer,				false
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		4575						LN		175		1		false		       1    that would be helpful to me.  If it's not in the				false

		4576						LN		175		2		false		       2    record, that's fine, but that's part of the question.				false

		4577						LN		175		3		false		       3    Again, I don't want to mess up the flow if you want				false

		4578						LN		175		4		false		       4    to wait until your summation.				false

		4579						LN		175		5		false		       5         MS. SCHMID:  One of the other parties might be				false

		4580						LN		175		6		false		       6    able to address that as well.  I do not know.  I know				false

		4581						LN		175		7		false		       7    that some parties here, especially that side of room,				false

		4582						LN		175		8		false		       8    are more familiar with the transmission and OATT				false

		4583						LN		175		9		false		       9    process.				false

		4584						LN		175		10		false		      10         COMMISSIONER WHITE:  You can -- you can address				false

		4585						LN		175		11		false		      11    it now or later.				false

		4586						LN		175		12		false		      12         MS. MCDOWELL:  Why don't we just jump in now so				false

		4587						LN		175		13		false		      13    we don't forget to come back to it, and, again, I				false

		4588						LN		175		14		false		      14    think this is one for Ms. Link, who is our				false

		4589						LN		175		15		false		      15    transmission queue expert.				false

		4590						LN		175		16		false		      16         COMMISSIONER WHITE:  Does that make sense,				false

		4591						LN		175		17		false		      17    Ms. Link, what I'm asking?  Again, putting aside the				false

		4592						LN		175		18		false		      18    frustration, there's got to be -- you got to have a				false

		4593						LN		175		19		false		      19    queue position; you got to interconnect; there's				false

		4594						LN		175		20		false		      20    going to be a cost.  Does that make sense?				false

		4595						LN		175		21		false		      21         SARAH LINK:  Yeah.  The interconnection queue				false

		4596						LN		175		22		false		      22    position -- just to put some context around it, the				false

		4597						LN		175		23		false		      23    positions that the winning bidders had were secured				false

		4598						LN		175		24		false		      24    in 2015, well before any of this was ever considered				false

		4599						LN		175		25		false		      25    by independent developers.  And the bidders that we				false
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		4602						LN		176		2		false		       2    how interconnection queue position works and know the				false
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		4606						LN		176		6		false		       6    them in the queue.  They know what those reports say.				false
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		4608						LN		176		8		false		       8    frustration -- and I think it -- a belief that maybe				false

		4609						LN		176		9		false		       9    we were finding a way to move people up the				false

		4610						LN		176		10		false		      10    interconnection queue through this bidding process				false

		4611						LN		176		11		false		      11    and we perhaps were not great in making it clear				false

		4612						LN		176		12		false		      12    "There isn't that way," but that's really what it				false

		4613						LN		176		13		false		      13    comes down to.  You have your interconnection queue				false
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		4656						LN		178		4		false		       4    question, and we basically in lifting the requirement				false
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		4726						LN		180		22		false		      22    employee of WRA, is available to represent us if				false

		4727						LN		180		23		false		      23    there are any administrative or cleanup matters at				false

		4728						LN		180		24		false		      24    the conclusion of the hearing.				false

		4729						LN		180		25		false		      25         CHAIR LEVAR:  Okay.  Thank you for informing us				false
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		4731						LN		181		1		false		       1    of that.  Thank you.				false

		4732						LN		181		2		false		       2         MS. HAYES:  Thank you.				false

		4733						LN		181		3		false		       3         CHAIR LEVAR:  Okay.  We will recess for about				false

		4734						LN		181		4		false		       4    ten minutes.				false

		4735						LN		181		5		false		       5              (A break was taken, 2:23 to 2:37.)				false

		4736						LN		181		6		false		       6         CHAIR LEVAR:  We're back on record.  And was				false

		4737						LN		181		7		false		       7    there an agreement for who's going to be next?				false

		4738						LN		181		8		false		       8              Mr. Moore.				false

		4739						LN		181		9		false		       9         MR. MOORE:  Thank you, Chairman LeVar, thank you				false

		4740						LN		181		10		false		      10    Commissioner Clark and Commissioner White, and thank				false

		4741						LN		181		11		false		      11    you in advance for the consideration you'll give the				false

		4742						LN		181		12		false		      12    Office's arguments.				false

		4743						LN		181		13		false		      13              First and foremost, the Company did not				false

		4744						LN		181		14		false		      14    meet the primary requirement of the statute, whether				false

		4745						LN		181		15		false		      15    the combined projects would most likely result in the				false

		4746						LN		181		16		false		      16    acquisition, production, and delivery of electricity				false

		4747						LN		181		17		false		      17    at the lowest reasonable cost.				false

		4748						LN		181		18		false		      18              I'd like to pause a moment and address a				false

		4749						LN		181		19		false		      19    statement made by counsel for PacifiCorp in her				false

		4750						LN		181		20		false		      20    opening statement.  My memory is that she stated this				false

		4751						LN		181		21		false		      21    provision is satisfied because the evidence shows				false

		4752						LN		181		22		false		      22    that the combined project, together with some future				false

		4753						LN		181		23		false		      23    solar acquisition, satisfies this provision.				false

		4754						LN		181		24		false		      24              However, this contention cannot survive				false

		4755						LN		181		25		false		      25    even a cursory statutory construction review.  For				false
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		4758						LN		182		2		false		       2    energy resource decision provides "Approval of a				false

		4759						LN		182		3		false		       3    significant energy resource decision, the Commission				false

		4760						LN		182		4		false		       4    shall determine whether the significant energy				false

		4761						LN		182		5		false		       5    resource decision going down is in the public				false

		4762						LN		182		6		false		       6    interest, taking into consideration production and				false

		4763						LN		182		7		false		       7    delivery of electricity at the lowest reasonable				false

		4764						LN		182		8		false		       8    cost."				false

		4765						LN		182		9		false		       9              The statute does not say that a significant				false

		4766						LN		182		10		false		      10    energy resource decision, together with some future				false

		4767						LN		182		11		false		      11    unspecified resource acquisition that may or may not				false

		4768						LN		182		12		false		      12    occur that, if it does occur, will be approved				false

		4769						LN		182		13		false		      13    outside this Commission's present order and that will				false

		4770						LN		182		14		false		      14    occur under unknown circumstances.  In fact, allowing				false

		4771						LN		182		15		false		      15    an open -- such a construction suggested by				false

		4772						LN		182		16		false		      16    PacifiCorp would, I believe, eviscerate the purpose				false

		4773						LN		182		17		false		      17    of the statute.				false

		4774						LN		182		18		false		      18              The record in this -- the testimony on				false

		4775						LN		182		19		false		      19    record clearly show that solar is likely your				false

		4776						LN		182		20		false		      20    lower-cost resource, less risky since it would not				false

		4777						LN		182		21		false		      21    rely on the new transmission line, is not as time				false

		4778						LN		182		22		false		      22    sensitive, and is limited to PPAs which provide				false

		4779						LN		182		23		false		      23    production guarantees to consumers.				false

		4780						LN		182		24		false		      24              Contrary to the Company's assertion, wind				false

		4781						LN		182		25		false		      25    does not result in more benefits than solar in the				false

		4782						PG		183		0		false		page 183				false

		4783						LN		183		1		false		       1    to-36 case.  Using level capitalized and level PTCs				false

		4784						LN		183		2		false		       2    or nominal capital and nominal PTCs, the results				false

		4785						LN		183		3		false		       3    favor solar in all the cases the Company ran.  In the				false

		4786						LN		183		4		false		       4    2050 case, which did not appear in Mr. Link's				false

		4787						LN		183		5		false		       5    testimony but was included in his work papers, solar				false

		4788						LN		183		6		false		       6    produces hundreds of millions of dollars more				false

		4789						LN		183		7		false		       7    benefits than wind.				false

		4790						LN		183		8		false		       8              Although the exact numbers have been				false

		4791						LN		183		9		false		       9    designated confidential, the confidential numbers can				false

		4792						LN		183		10		false		      10    be viewed on page 27 of Mr. Hayet's confidential				false

		4793						LN		183		11		false		      11    April 17 rebuttal testimony.  Moreover, in the				false

		4794						LN		183		12		false		      12    repowering order on page 17, this Commission found				false

		4795						LN		183		13		false		      13    that the two hundred and fifty analysis to be more				false

		4796						LN		183		14		false		      14    appropriate than the 2036 analysis.				false

		4797						LN		183		15		false		      15              The Company's assertion need misrepresents				false

		4798						LN		183		16		false		      16    that concept.  This project does not fill a need in				false

		4799						LN		183		17		false		      17    the standard sense that typically comes before this				false

		4800						LN		183		18		false		      18    Commission.  While it is true that the combined				false

		4801						LN		183		19		false		      19    projects will offer 180 megawatts of FOTs, the				false

		4802						LN		183		20		false		      20    Company has not demonstrated FOTs are no longer				false

		4803						LN		183		21		false		      21    available and must be replaced.				false

		4804						LN		183		22		false		      22              Thus, this is not a case in which the				false

		4805						LN		183		23		false		      23    Commission must choose among available resources.				false

		4806						LN		183		24		false		      24    Clearly the RFP for this project was designed for a				false

		4807						LN		183		25		false		      25    time-limited economic opportunity based on the				false
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		4809						LN		184		1		false		       1    expiring PTCs.  It must be emphasized that the Utah				false

		4810						LN		184		2		false		       2    IE testified that if the RFP was required for				false

		4811						LN		184		3		false		       3    capacity need, he would not have recommended an				false

		4812						LN		184		4		false		       4    all-wind RFP but one that would include more types of				false

		4813						LN		184		5		false		       5    resources, perhaps an all-source RFP.				false

		4814						LN		184		6		false		       6              The contention that the transmission line				false

		4815						LN		184		7		false		       7    needs to be built in 2024 strains credibility.  The				false

		4816						LN		184		8		false		       8    fact that the line is in their long-range				false

		4817						LN		184		9		false		       9    transmission plan does not support this contention.				false

		4818						LN		184		10		false		      10    If simply being in the plan was sufficient to				false

		4819						LN		184		11		false		      11    demonstrate the transmission line would be built by				false

		4820						LN		184		12		false		      12    2024, it would also mean that other large segments of				false

		4821						LN		184		13		false		      13    the Gateway transmission plan would need to be built				false

		4822						LN		184		14		false		      14    by 2024 at an extreme cost.				false

		4823						LN		184		15		false		      15              In addition, the contention that the line				false

		4824						LN		184		16		false		      16    needs to be built in 2024 was not mentioned until the				false

		4825						LN		184		17		false		      17    January 16 testimony, after tax reform devastated the				false

		4826						LN		184		18		false		      18    economic analysis presented in the Company's initial				false

		4827						LN		184		19		false		      19    direct testimony.  If the Company truly considered				false

		4828						LN		184		20		false		      20    transmission line to be needed in 2024, they would				false

		4829						LN		184		21		false		      21    have included this in their status quo case.				false

		4830						LN		184		22		false		      22              Mr. Link's explanation for why it was not				false

		4831						LN		184		23		false		      23    included -- i.e., that the Company was being				false

		4832						LN		184		24		false		      24    conservative in their analysis -- reflects a lack of				false

		4833						LN		184		25		false		      25    credibility that has plagued PacifiCorp's arguments				false
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		4835						LN		185		1		false		       1    throughout this case.  Mr. Link emphasized in every				false

		4836						LN		185		2		false		       2    round of previous testimony that the analysis is				false

		4837						LN		185		3		false		       3    conservative based on small and speculative potential				false

		4838						LN		185		4		false		       4    additional benefits but did not note the profoundly				false

		4839						LN		185		5		false		       5    larger 300 million associated with the transmission				false

		4840						LN		185		6		false		       6    line until his May 15 testimony.				false

		4841						LN		185		7		false		       7              Clearly it has been demonstrated that the				false

		4842						LN		185		8		false		       8    line would not be built without an addition of new				false

		4843						LN		185		9		false		       9    wind resources, and it is only because of those				false

		4844						LN		185		10		false		      10    resources that the line is needed.  The Company				false

		4845						LN		185		11		false		      11    admitted this much in its Oregon proceeding.				false

		4846						LN		185		12		false		      12              Importantly, this Commission must also				false

		4847						LN		185		13		false		      13    consider to what extent it is true that this line				false

		4848						LN		185		14		false		      14    offsets future investment needs in the region.  This				false

		4849						LN		185		15		false		      15    transmission line would add 951 megawatts of transfer				false

		4850						LN		185		16		false		      16    capacity, but the combined projects would add				false

		4851						LN		185		17		false		      17    1155 megawatts of new resources, and QS in the region				false

		4852						LN		185		18		false		      18    would bring in new -- additional resources connecting				false

		4853						LN		185		19		false		      19    to the line to over 1500 megawatts.  The Company has				false

		4854						LN		185		20		false		      20    not explained how a more fully subscribed				false

		4855						LN		185		21		false		      21    transmission addition solves the region's congestion				false

		4856						LN		185		22		false		      22    problem.				false

		4857						LN		185		23		false		      23              Since need is overstated, that brings back				false

		4858						LN		185		24		false		      24    to the issue of a time-limited economic opportunity.				false

		4859						LN		185		25		false		      25    The time limits presented in this case are of the				false
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		4861						LN		186		1		false		       1    Company's own creation.  The Commission has evidence				false

		4862						LN		186		2		false		       2    in this docket and others, most notably the 2017 IRP,				false

		4863						LN		186		3		false		       3    that demonstrates the Company began making				false

		4864						LN		186		4		false		       4    Safe Harbor purchases and other preparations that				false

		4865						LN		186		5		false		       5    could have allowed it to bring forward the proposal				false

		4866						LN		186		6		false		       6    in 2016.				false

		4867						LN		186		7		false		       7              The Commission must not limit this				false

		4868						LN		186		8		false		       8    opportunity -- review of this opportunity to the				false

		4869						LN		186		9		false		       9    price-policy cost/benefits results.  The costs are				false

		4870						LN		186		10		false		      10    known, nearly $2 billion with uncertain benefits and				false

		4871						LN		186		11		false		      11    unqualified additional risks.				false

		4872						LN		186		12		false		      12              For example, the MSP risk is real.  There				false

		4873						LN		186		13		false		      13    is currently no multistate allocation method in place				false

		4874						LN		186		14		false		      14    for these projects that will come into service and go				false

		4875						LN		186		15		false		      15    on -- there is currently no multistate allocation				false

		4876						LN		186		16		false		      16    method in place for when these projects will come				false

		4877						LN		186		17		false		      17    into service and ongoing discussions risk the				false

		4878						LN		186		18		false		      18    potential of a significantly different paradigm that				false

		4879						LN		186		19		false		      19    may place Utah in a difficult negotiation position.				false

		4880						LN		186		20		false		      20              There are significant risks that are not				false

		4881						LN		186		21		false		      21    included in this economic analysis.  These risks				false

		4882						LN		186		22		false		      22    include cost overruns, energy production.  As				false

		4883						LN		186		23		false		      23    PacifiCorp said it does not guarantee the wind will				false

		4884						LN		186		24		false		      24    blow and force majeure.  The facts that these risks				false

		4885						LN		186		25		false		      25    are real and substantial is proven by the fact the				false
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		4887						LN		187		1		false		       1    Company refuses to guarantee against them.  If these				false

		4888						LN		187		2		false		       2    risks are too significant for the Company to bear,				false

		4889						LN		187		3		false		       3    they should be found too profound for the customers.				false

		4890						LN		187		4		false		       4              The record in this proceeding demonstrates				false

		4891						LN		187		5		false		       5    that the Company request should be denied.  However,				false

		4892						LN		187		6		false		       6    if the Commission is inclined to approve the combined				false

		4893						LN		187		7		false		       7    project, then the Office has presented conditions				false

		4894						LN		187		8		false		       8    that the Commission should impose that will help				false

		4895						LN		187		9		false		       9    mitigate this risk.				false

		4896						LN		187		10		false		      10              That's the conclusion of my argument.				false

		4897						LN		187		11		false		      11         CHAIR LEVAR:  Thank you, Mr. Moore.				false

		4898						LN		187		12		false		      12              Commissioner White, do you have any				false

		4899						LN		187		13		false		      13    questions for Mr. Moore?				false

		4900						LN		187		14		false		      14         COMMISSIONER WHITE:  I don't.  Well, let me ask				false

		4901						LN		187		15		false		      15    you this one question:  The conditions you proposed,				false

		4902						LN		187		16		false		      16    can you maybe compare or contrast those to what's				false

		4903						LN		187		17		false		      17    currently available in the solicitation statute,				false

		4904						LN		187		18		false		      18    which I don't want to misstate it, but essentially				false

		4905						LN		187		19		false		      19    allow that at a certain point if there's cost				false

		4906						LN		187		20		false		      20    overruns for the utility to come in.  Help me				false

		4907						LN		187		21		false		      21    understand the protections that affords versus what				false

		4908						LN		187		22		false		      22    the Office is proposing.				false

		4909						LN		187		23		false		      23         MR. MOORE:  Well, our hard cap -- well, first of				false

		4910						LN		187		24		false		      24    all, under the significant energy resource decision,				false

		4911						LN		187		25		false		      25    the statute provides that the Company needs to show				false
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		4913						LN		188		1		false		       1    the prudence of cost overruns in a future general				false

		4914						LN		188		2		false		       2    rate case.  Our conditions would provide other				false

		4915						LN		188		3		false		       3    procedures that could satisfy that requirement				false

		4916						LN		188		4		false		       4    before -- prior to a general rate case, so it leaves				false

		4917						LN		188		5		false		       5    some flexibility there.				false

		4918						LN		188		6		false		       6              Also, our conditions of our hard cap would				false

		4919						LN		188		7		false		       7    give the customers protection against risks that were				false
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		4923						LN		188		11		false		      11              This is proper because throughout these				false
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		4927						LN		188		15		false		      15    when he -- I believe it was a man -- gave a condition				false
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		4930						LN		188		18		false		      18    for the multistate protocol is also something that				false

		4931						LN		188		19		false		      19    would occur outside a general rate case and would --				false

		4932						LN		188		20		false		      20    is a soft cap and would provide the Company -- I mean				false

		4933						LN		188		21		false		      21    the ratepayers with protections in negotiations.				false
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		4956						LN		189		18		false		      18         COMMISSIONER WHITE:  Thank you.  That's all the				false
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		4974						LN		190		10		false		      10    that -- am I getting the flow right?				false

		4975						LN		190		11		false		      11         MR. MOORE:  You said it much better than me,				false

		4976						LN		190		12		false		      12    Commissioner.  I would concur.				false

		4977						LN		190		13		false		      13         COMMISSIONER CLARK:  Thank you.  I understand				false

		4978						LN		190		14		false		      14    then.				false

		4979						LN		190		15		false		      15         CHAIR LEVAR:  Thank you.  I would like to get				false

		4980						LN		190		16		false		      16    your take on a couple questions I asked earlier.  The				false

		4981						LN		190		17		false		      17    first one is, if we were to disapprove this				false

		4982						LN		190		18		false		      18    application, what would be your view of the costs				false

		4983						LN		190		19		false		      19    that have been expended to meet the Safe Harbor thus				false

		4984						LN		190		20		false		      20    far?				false

		4985						LN		190		21		false		      21         MR. MOORE:  I would concur with the Division.  I				false

		4986						LN		190		22		false		      22    believe the statute allows recovery of costs in				false

		4987						LN		190		23		false		      23    the -- allows, doesn't require -- recovery of costs				false

		4988						LN		190		24		false		      24    in the case of a denial of an energy resource				false

		4989						LN		190		25		false		      25    decision, but that should be determined in a later				false

		4990						PG		191		0		false		page 191				false

		4991						LN		191		1		false		       1    proceeding to determine prudence.				false

		4992						LN		191		2		false		       2         CHAIR LEVAR:  Okay.  Thank you for that answer.				false

		4993						LN		191		3		false		       3    And then do you view the waiver statute as only being				false

		4994						LN		191		4		false		       4    an option in lieu of making the application the				false

		4995						LN		191		5		false		       5    Utility has made or is it still an option once the				false

		4996						LN		191		6		false		       6    Utility has made its application for approval?				false

		4997						LN		191		7		false		       7         MR. MOORE:  I believe that the waiver is still				false

		4998						LN		191		8		false		       8    an option if this Commission would issue an order				false

		4999						LN		191		9		false		       9    denying the application.  I also believe that the				false

		5000						LN		191		10		false		      10    record in this case would more than satisfy most of				false

		5001						LN		191		11		false		      11    the requirements of the energy resource decision				false

		5002						LN		191		12		false		      12    waiver statute and that that proceeding can proceed				false

		5003						LN		191		13		false		      13    quickly, particularly since it would -- the				false

		5004						LN		191		14		false		      14    proceedings would be in accord with most of the				false

		5005						LN		191		15		false		      15    arguments of the parties opposing the application.				false

		5006						LN		191		16		false		      16         CHAIR LEVAR:  Thank you.  I appreciate those				false

		5007						LN		191		17		false		      17    answers.  I think that concludes our questioning of				false

		5008						LN		191		18		false		      18    you.  Thank you for your closing statement.				false

		5009						LN		191		19		false		      19              Is there an agreement for who's going next?				false

		5010						LN		191		20		false		      20         MR. RUSSELL:  That would be me.  Thank you,				false

		5011						LN		191		21		false		      21    Chair LeVar, Commissioner Clark, Commissioner White,				false

		5012						LN		191		22		false		      22    for the opportunity to present closing arguments.				false

		5013						LN		191		23		false		      23    It's been a really long week, and I appreciate your				false

		5014						LN		191		24		false		      24    attention to the details of this matter.  They are				false

		5015						LN		191		25		false		      25    not easy issues, so I appreciate that.				false

		5016						PG		192		0		false		page 192				false

		5017						LN		192		1		false		       1              UAE strongly opposes the Company's				false

		5018						LN		192		2		false		       2    application for approval of the resource decisions				false

		5019						LN		192		3		false		       3    that are before you today.  We do not believe that				false

		5020						LN		192		4		false		       4    the Company has presented the case that these				false

		5021						LN		192		5		false		       5    resources present the lowest-reasonable cost				false

		5022						LN		192		6		false		       6    resources available.				false

		5023						LN		192		7		false		       7              We believe that these resources present				false

		5024						LN		192		8		false		       8    significant risks to UAE and to other ratepayers.  We				false

		5025						LN		192		9		false		       9    also are keenly aware of the near-term incremental				false

		5026						LN		192		10		false		      10    rate increases that would be guaranteed if the				false

		5027						LN		192		11		false		      11    Commission were to approve the application as well as				false

		5028						LN		192		12		false		      12    a potential for long-term risks that have been				false

		5029						LN		192		13		false		      13    addressed in multiple rounds of prefiled testimony as				false

		5030						LN		192		14		false		      14    well as four days now of live testimony.				false

		5031						LN		192		15		false		      15              I won't repeat that or summarize it.				false

		5032						LN		192		16		false		      16    Rather, I'm going to address a fairly narrow issue,				false

		5033						LN		192		17		false		      17    and it is an issue or, rather, a concern that is				false

		5034						LN		192		18		false		      18    being expressed by UAE, the independent evaluator in				false

		5035						LN		192		19		false		      19    this matter as well as the Commission in the prior				false

		5036						LN		192		20		false		      20    docket regarding approval of the solicitation				false

		5037						LN		192		21		false		      21    process.  And I want to explain how that concern has				false

		5038						LN		192		22		false		      22    not been addressed.				false

		5039						LN		192		23		false		      23              As the Commission is, of course, well				false

		5040						LN		192		24		false		      24    aware, the Commission granted the Company's				false

		5041						LN		192		25		false		      25    application for approval of the solicitation process				false

		5042						PG		193		0		false		page 193				false

		5043						LN		193		1		false		       1    with the suggested modification that the Company				false

		5044						LN		193		2		false		       2    include solar resources.  UAE and other parties had				false

		5045						LN		193		3		false		       3    suggested to the Company to expand the RFP to include				false

		5046						LN		193		4		false		       4    solar resources or others, and when the Commission				false

		5047						LN		193		5		false		       5    granted the application with that suggested				false

		5048						LN		193		6		false		       6    modification, it included -- I'll use my term --				false

		5049						LN		193		7		false		       7    warning, I suppose, that in a later proceeding, this				false

		5050						LN		193		8		false		       8    proceeding, the Company would have to come in and				false

		5051						LN		193		9		false		       9    justify its decision if it elected not to include				false

		5052						LN		193		10		false		      10    those solar resources.				false

		5053						LN		193		11		false		      11              And, of course, we know that the Company				false

		5054						LN		193		12		false		      12    did not include solar resources.  What the Company				false

		5055						LN		193		13		false		      13    has said in response to that statement in the				false

		5056						LN		193		14		false		      14    Commission's order is that, having gone through this				false

		5057						LN		193		15		false		      15    process and placed the projects that were included in				false

		5058						LN		193		16		false		      16    the solar RFP final shortlist against the projects in				false

		5059						LN		193		17		false		      17    the wind RFP final shortlist into their SO model				false

		5060						LN		193		18		false		      18    through 2036 and had that model selected both				false

		5061						LN		193		19		false		      19    resources or both sets of resources, that that				false

		5062						LN		193		20		false		      20    satisfies the conditions.  And I'm going to talk a				false

		5063						LN		193		21		false		      21    little bit about why it does not.				false

		5064						LN		193		22		false		      22              And indeed I think I'm going to leverage				false

		5065						LN		193		23		false		      23    most of that argument on the statements of the				false

		5066						LN		193		24		false		      24    independent examiner engaged by this Commission as to				false

		5067						LN		193		25		false		      25    why it does not, but first, I want to talk about what				false

		5068						PG		194		0		false		page 194				false

		5069						LN		194		1		false		       1    we know now that we did not know when the Commission				false

		5070						LN		194		2		false		       2    approved the solicitation process.  We knew when the				false

		5071						LN		194		3		false		       3    Commission approved the solicitation process that the				false

		5072						LN		194		4		false		       4    independent examiner had said that he can't determine				false

		5073						LN		194		5		false		       5    whether the process will lead to the lowest-cost				false

		5074						LN		194		6		false		       6    resources.				false

		5075						LN		194		7		false		       7              Mr. Oliver testified in this proceeding he				false

		5076						LN		194		8		false		       8    couldn't know that until the end.  It was kind of				false

		5077						LN		194		9		false		       9    results-based determination.  He won't know until we				false

		5078						LN		194		10		false		      10    get to the end.  Now that we're at the end, he has				false

		5079						LN		194		11		false		      11    stated in both in the report and in his live				false

		5080						LN		194		12		false		      12    testimony that he can't say that the process -- even				false

		5081						LN		194		13		false		      13    now he could not conclude that the process resulted				false

		5082						LN		194		14		false		      14    in the lowest-reasonable-cost resources.				false

		5083						LN		194		15		false		      15              And I'll direct your attention to pages 71				false

		5084						LN		194		16		false		      16    and 84 of the independent examiner's report.  I'll				false

		5085						LN		194		17		false		      17    quote from page 84.  What he says is "Since				false

		5086						LN		194		18		false		      18    PacifiCorp's solicitation is based solely on the				false

		5087						LN		194		19		false		      19    solicitation for system wind resources, it is not				false

		5088						LN		194		20		false		      20    possible to determine if other resources would have				false

		5089						LN		194		21		false		      21    been included in a final least-cost, least-risk				false

		5090						LN		194		22		false		      22    system portfolio, potentially displacing one or more				false

		5091						LN		194		23		false		      23    wind resources."				false

		5092						LN		194		24		false		      24              We don't have a transcript yet of the				false

		5093						LN		194		25		false		      25    Wednesday proceeding, but I have listened to some of				false

		5094						PG		195		0		false		page 195				false

		5095						LN		195		1		false		       1    the audio, and I'll direct your attention if you're				false

		5096						LN		195		2		false		       2    so inclined to the audio of the May 30 proceeding				false

		5097						LN		195		3		false		       3    starting at around an hour and nine through around an				false

		5098						LN		195		4		false		       4    hour and 13 minutes for his live testimony on that				false

		5099						LN		195		5		false		       5    point.				false

		5100						LN		195		6		false		       6              Mr. Oliver also testified his				false

		5101						LN		195		7		false		       7    recommendation to approve the wind-only RFP process,				false

		5102						LN		195		8		false		       8    so to exclude other resources, was based on his				false

		5103						LN		195		9		false		       9    understanding that PacifiCorp sought to take				false

		5104						LN		195		10		false		      10    advantage of a time-limited opportunities to -- for				false

		5105						LN		195		11		false		      11    the PTCs.  He testified live before you that, had he				false

		5106						LN		195		12		false		      12    known PacifiCorp was taking the position that the				false

		5107						LN		195		13		false		      13    resources it sought to install would be based on a				false

		5108						LN		195		14		false		      14    capacity contribution, that he might have made a				false

		5109						LN		195		15		false		      15    different recommendation than the one that he did				false

		5110						LN		195		16		false		      16    make.				false

		5111						LN		195		17		false		      17              I think we also know now, having seen the				false

		5112						LN		195		18		false		      18    results of the solar RFP, that the solar -- the cost				false

		5113						LN		195		19		false		      19    of the solar resources from PacifiCorp's 2017 IRP				false

		5114						LN		195		20		false		      20    were wildly inflated.  PacifiCorp was wildly wrong				false

		5115						LN		195		21		false		      21    about the cost of solar, the cost to produce solar				false

		5116						LN		195		22		false		      22    and the competitiveness of solar as compared to the				false

		5117						LN		195		23		false		      23    competitiveness of wind.				false

		5118						LN		195		24		false		      24              My colleagues have discussed it some				false

		5119						LN		195		25		false		      25    already.  We have seen testimony from Mr. Peaco,				false

		5120						PG		196		0		false		page 196				false

		5121						LN		196		1		false		       1    Mr. Hayet, and Mr. Mullins, all pulling from				false

		5122						LN		196		2		false		       2    PacifiCorp's own numbers that the solar resources are				false

		5123						LN		196		3		false		       3    vastly superior when you look at that 2050 time frame				false

		5124						LN		196		4		false		       4    and also that the solar resources provide greater				false

		5125						LN		196		5		false		       5    benefits in that 2050 time frame, and there is no				false

		5126						LN		196		6		false		       6    price-policy scenario, whether you're looking at 2036				false

		5127						LN		196		7		false		       7    or 2050, in which the installation of the solar				false

		5128						LN		196		8		false		       8    resources results in costs to ratepayers.				false

		5129						LN		196		9		false		       9              In contrast, the wind resources, I will				false

		5130						LN		196		10		false		      10    acknowledge PacifiCorp's own numbers say the wind				false

		5131						LN		196		11		false		      11    resources result in benefits in all nine price-policy				false

		5132						LN		196		12		false		      12    scenarios through 2036 but only seven of the nine				false

		5133						LN		196		13		false		      13    through 2050.  The solar resources provide benefits				false

		5134						LN		196		14		false		      14    in all 18, whether you're looking at 2036 and 2050.				false

		5135						LN		196		15		false		      15              And I'll point to you the page numbers of				false

		5136						LN		196		16		false		      16    the prefiled testimony, page 53 of Mr. Peaco's				false

		5137						LN		196		17		false		      17    surrebuttal testimony, pages 25 through 27 of				false

		5138						LN		196		18		false		      18    Mr. Hayet's surrebuttal testimony, and pages 18				false

		5139						LN		196		19		false		      19    through with 21 of Mr. Mullins's surrebuttal				false

		5140						LN		196		20		false		      20    testimony.				false

		5141						LN		196		21		false		      21              I will also address -- I also want to				false

		5142						LN		196		22		false		      22    address PacifiCorp's statement that placing the solar				false

		5143						LN		196		23		false		      23    alongside the wind in the SO model, running that out				false

		5144						LN		196		24		false		      24    to 2026 satisfies its obligation to demonstrate to				false

		5145						LN		196		25		false		      25    you that it was a wise decision or a prudent decision				false

		5146						PG		197		0		false		page 197				false

		5147						LN		197		1		false		       1    to exclude solar.  I think it actually shows quite				false

		5148						LN		197		2		false		       2    the opposite.				false

		5149						LN		197		3		false		       3              The fact that the SO model selects solar				false

		5150						LN		197		4		false		       4    and wind ought to tell you they should have been				false

		5151						LN		197		5		false		       5    included because that's what would have happened if				false

		5152						LN		197		6		false		       6    PacifiCorp had priced solar correctly in the IRP to				false

		5153						LN		197		7		false		       7    begin with.  As you recall in the solicitation				false

		5154						LN		197		8		false		       8    approval docket, there was a fair bit of discussion				false

		5155						LN		197		9		false		       9    and disagreement about the cost of solar.				false

		5156						LN		197		10		false		      10              I'm not going to repeat the Commission's				false

		5157						LN		197		11		false		      11    order on that, but there were parties to the				false

		5158						LN		197		12		false		      12    proceeding that indicated solar was a lot cheaper				false

		5159						LN		197		13		false		      13    than what PacifiCorp was saying and, if PacifiCorp				false

		5160						LN		197		14		false		      14    had priced it correctly, we may have had that result,				false

		5161						LN		197		15		false		      15    which is their SO model yielding a result that solar				false

		5162						LN		197		16		false		      16    and wind ought to be placed in same the RFP and not				false

		5163						LN		197		17		false		      17    in separate RFPs.				false

		5164						LN		197		18		false		      18              And I also want to talk a little bit about				false

		5165						LN		197		19		false		      19    the statements of the independent examiner that				false

		5166						LN		197		20		false		      20    explain how and why you can't look at that 2036 time				false

		5167						LN		197		21		false		      21    frame to adequately compare different price				false

		5168						LN		197		22		false		      22    structures.  This is PPAs versus BTAs and benchmark				false

		5169						LN		197		23		false		      23    resources.  And this goes whether the PPA is a solar				false

		5170						LN		197		24		false		      24    or a wind resource, but because they are different				false

		5171						LN		197		25		false		      25    price structures, because they have different				false
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		5173						LN		198		1		false		       1    lengths, it's inadequate to just take look at the				false

		5174						LN		198		2		false		       2    20-year price range.  So just very quickly, with a				false

		5175						LN		198		3		false		       3    BTA or a benchmark, those all run out to 30 years.				false

		5176						LN		198		4		false		       4              The way that PacifiCorp has modeled those,				false

		5177						LN		198		5		false		       5    the way that it models them now and the way that it				false

		5178						LN		198		6		false		       6    modeled them in the SO run that it's talking putting				false

		5179						LN		198		7		false		       7    them side by side with solar, is to have all of the				false

		5180						LN		198		8		false		       8    PTCs using nominal numbers, meaning that they all				false

		5181						LN		198		9		false		       9    occur in the first ten years.				false

		5182						LN		198		10		false		      10              So that 2036 look captures 100 percent of				false

		5183						LN		198		11		false		      11    the production tax credits from the BTA and benchmark				false

		5184						LN		198		12		false		      12    resources.  In contrast, when you're talking about a				false

		5185						LN		198		13		false		      13    20-year PPA, because the solar resources would have				false

		5186						LN		198		14		false		      14    come online at the end of 2020, you're looking at the				false

		5187						LN		198		15		false		      15    first 16 years of a PPA, and PPA, the structure is				false

		5188						LN		198		16		false		      16    that the developer takes the cost -- or excuse me --				false

		5189						LN		198		17		false		      17    takes the risk that it will bid the right price to --				false

		5190						LN		198		18		false		      18    taking the risk of its own capital costs and its own				false

		5191						LN		198		19		false		      19    ability to harvest ITCs or PTCs, I suppose.				false

		5192						LN		198		20		false		      20              And so it builds that into its price, and				false

		5193						LN		198		21		false		      21    that's then levelized out over a 20-year period, so				false

		5194						LN		198		22		false		      22    now, you are looking at 16 of those 20 years because				false

		5195						LN		198		23		false		      23    the 2036 model does not go out to the full-term of				false

		5196						LN		198		24		false		      24    the solar or the wind PPA.  So you're capturing 16 of				false

		5197						LN		198		25		false		      25    20 years of the PPA, which means that you're only				false
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		5199						LN		199		1		false		       1    capturing 80 percent of the tax credit benefits.				false

		5200						LN		199		2		false		       2    You're also only capturing 80 percent of the cost,				false

		5201						LN		199		3		false		       3    assuming the benefits and the cost -- the tax credits				false

		5202						LN		199		4		false		       4    and the capital costs are evenly distributed.				false

		5203						LN		199		5		false		       5              In contrast, as I mentioned, you're getting				false

		5204						LN		199		6		false		       6    100 percent of the tax credits from a BTA or				false

		5205						LN		199		7		false		       7    benchmark resource, but because PacifiCorp has				false

		5206						LN		199		8		false		       8    insisted on continuing to use real levelized costs				false

		5207						LN		199		9		false		       9    for those resources -- and we talked about this some				false

		5208						LN		199		10		false		      10    in the repowering docket -- but what that means is				false

		5209						LN		199		11		false		      11    that you take the capital costs and you spread them				false

		5210						LN		199		12		false		      12    out evenly every year for 30 years.				false

		5211						LN		199		13		false		      13              When you look only at 2036, you're leaving				false

		5212						LN		199		14		false		      14    out the last 14 years, or approximately 50 percent of				false

		5213						LN		199		15		false		      15    the costs of that project.  For all of those reasons,				false

		5214						LN		199		16		false		      16    the independent examiner indicated that's not the				false

		5215						LN		199		17		false		      17    appropriate way to compare those two different types				false

		5216						LN		199		18		false		      18    of price structures.				false

		5217						LN		199		19		false		      19              There are a number of places in his				false

		5218						LN		199		20		false		      20    report -- Mr. Hayet talked about them some this				false

		5219						LN		199		21		false		      21    morning -- where Mr. Oliver indicated, or the IE				false

		5220						LN		199		22		false		      22    indicated, that using the SO model out to 2036				false

		5221						LN		199		23		false		      23    presents a bias towards the BTA and benchmark				false

		5222						LN		199		24		false		      24    resources for all the reasons I just indicated.				false

		5223						LN		199		25		false		      25              I can give you those citations.  I think				false

		5224						PG		200		0		false		page 200				false

		5225						LN		200		1		false		       1    Mr. Hayet actually captured them this morning.  I				false

		5226						LN		200		2		false		       2    think they are on pages 62, 64 to 65, and 81, and				false

		5227						LN		200		3		false		       3    those are all from the -- I apologize for this --				false

		5228						LN		200		4		false		       4    from the confidential version of the IE's report.  I				false

		5229						LN		200		5		false		       5    don't have the citations from the redacted version.				false

		5230						LN		200		6		false		       6              I do want to read from some of those.  At				false

		5231						LN		200		7		false		       7    page 62, page 62 of the IE's report he states, "The				false

		5232						LN		200		8		false		       8    capital cost inputs for the benchmarks and BTAs are				false

		5233						LN		200		9		false		       9    based on real levelized costs for the period 2017 to				false

		5234						LN		200		10		false		      10    2036, consistent with the IRP methodology.  The IEs				false

		5235						LN		200		11		false		      11    raised the issue that this approach could bias the				false

		5236						LN		200		12		false		      12    evaluation results towards BTA options if only a				false

		5237						LN		200		13		false		      13    portion of the capital costs associated with the				false

		5238						LN		200		14		false		      14    benchmarks and BTAs are recovered during the				false

		5239						LN		200		15		false		      15    20-year evaluation period since these projects have a				false

		5240						LN		200		16		false		      16    30-year life and capital-cost recovery period."				false

		5241						LN		200		17		false		      17              He goes on to talk about the IEs, the				false

		5242						LN		200		18		false		      18    Oregon IE having asked PacifiCorp to run a				false

		5243						LN		200		19		false		      19    sensitivity case in which the PTC values would also				false

		5244						LN		200		20		false		      20    be levelized, and that's precisely what Mr. Hayet did				false

		5245						LN		200		21		false		      21    in his analysis that I referenced you to earlier.				false

		5246						LN		200		22		false		      22              On page 65 of the Utah IE report, the				false

		5247						LN		200		23		false		      23    statement here is "The Oregon IE requested a				false

		5248						LN		200		24		false		      24    sensitivity where the PTC benefits produced by BTA				false

		5249						LN		200		25		false		      25    and benchmark options would be levelized over the				false

		5250						PG		201		0		false		page 201				false

		5251						LN		201		1		false		       1    full 30-year life of the project.  A second issue				false

		5252						LN		201		2		false		       2    raised by the IEs was whether the term of the				false

		5253						LN		201		3		false		       3    analysis through 2036, approximately 16 years, and				false

		5254						LN		201		4		false		       4    the real levelized cost treatment for capital revenue				false

		5255						LN		201		5		false		       5    requirements adequately reflects all the capital				false

		5256						LN		201		6		false		       6    costs associated with utility ownership options over				false

		5257						LN		201		7		false		       7    a 30-year project life."  That's at page 65.				false

		5258						LN		201		8		false		       8              I'll remind the Commission of Mr. Hayet's				false

		5259						LN		201		9		false		       9    testimony where he stated that in order to determine				false

		5260						LN		201		10		false		      10    to place PPAs and BTAs on an equal footing, you have				false

		5261						LN		201		11		false		      11    to go out to the end of the life of the project.  So				false

		5262						LN		201		12		false		      12    he testified for a BTA or benchmark option it's				false

		5263						LN		201		13		false		      13    30 years.  You have to go out to 30 years.  If it's a				false

		5264						LN		201		14		false		      14    PPA option, it's 20 years.  You go out to 20 years.				false

		5265						LN		201		15		false		      15    He also indicated if there's a five-year option, you				false

		5266						LN		201		16		false		      16    go out to the end of that option as well.				false

		5267						LN		201		17		false		      17              And for those reasons I submit that				false

		5268						LN		201		18		false		      18    PacifiCorp has not demonstrated that it was correct				false

		5269						LN		201		19		false		      19    or made correct decision in deciding not to include				false

		5270						LN		201		20		false		      20    solar in the RFP, and I think the results would have				false

		5271						LN		201		21		false		      21    been very different if they had.  Thank you.				false

		5272						LN		201		22		false		      22         CHAIR LEVAR:  Thank you, Mr. Russell.				false

		5273						LN		201		23		false		      23              Commissioner Clark, do you have any				false

		5274						LN		201		24		false		      24    questions?				false

		5275						LN		201		25		false		      25         COMMISSIONER CLARK:  No questions.  Thank you.				false

		5276						PG		202		0		false		page 202				false

		5277						LN		202		1		false		       1         CHAIR LEVAR:  Commissioner White.				false

		5278						LN		202		2		false		       2         COMMISSIONER WHITE:  No questions.  Thank you.				false

		5279						LN		202		3		false		       3         CHAIR LEVAR:  We have had a lot of different				false

		5280						LN		202		4		false		       4    parties weigh in on a couple issues, so I'll just get				false

		5281						LN		202		5		false		       5    your position on them too.				false

		5282						LN		202		6		false		       6              What's your -- do you have a position on				false

		5283						LN		202		7		false		       7    the statutory authority for one of the conditions				false

		5284						LN		202		8		false		       8    recommended by the Office, a hard cap, as a -- since				false

		5285						LN		202		9		false		       9    we have one statute that says we can impose				false

		5286						LN		202		10		false		      10    conditions; we have another statute that refers to				false

		5287						LN		202		11		false		      11    future prudence review of any cost overruns, do you				false

		5288						LN		202		12		false		      12    have a view on those?				false

		5289						LN		202		13		false		      13         MR. RUSSELL:  On the hard cap, I don't.  The				false

		5290						LN		202		14		false		      14    Commission can, of course, impose conditions.  I				false

		5291						LN		202		15		false		      15    think the statute is fairly clear it can do that.				false

		5292						LN		202		16		false		      16    Whether the statutory authorization to impose				false

		5293						LN		202		17		false		      17    conditions runs up against other potential concerns,				false

		5294						LN		202		18		false		      18    I don't know.  I don't know enough about this to be				false

		5295						LN		202		19		false		      19    helpful to you here.  I wish I did.				false

		5296						LN		202		20		false		      20         CHAIR LEVAR:  Okay.  Well, then another question				false

		5297						LN		202		21		false		      21    that I've asked other parties is do you have a				false

		5298						LN		202		22		false		      22    position on the waiver statute whether it's an				false

		5299						LN		202		23		false		      23    either/or that can only be applied for in lieu of the				false

		5300						LN		202		24		false		      24    application we have in front of us now or whether				false

		5301						LN		202		25		false		      25    it's still an option that remains available?				false

		5302						PG		203		0		false		page 203				false

		5303						LN		203		1		false		       1         MR. RUSSELL:  Yeah, I appreciate that.  I				false

		5304						LN		203		2		false		       2    don't -- I think when it was written it was probably				false

		5305						LN		203		3		false		       3    contemplated as an either/or but when you look at the				false

		5306						LN		203		4		false		       4    statute, it doesn't indicate that you have one or the				false

		5307						LN		203		5		false		       5    other.				false

		5308						LN		203		6		false		       6              So my suspicion is that if we look at the				false

		5309						LN		203		7		false		       7    plain language of the statute and the Commission				false

		5310						LN		203		8		false		       8    elects to decline to approve, that the Company could				false

		5311						LN		203		9		false		       9    turn around and file an application for the waiver				false

		5312						LN		203		10		false		      10    under the other provision and we could move forward				false

		5313						LN		203		11		false		      11    that way.				false

		5314						LN		203		12		false		      12         CHAIR LEVAR:  Thank you.  I appreciate your				false

		5315						LN		203		13		false		      13    answers to those.				false

		5316						LN		203		14		false		      14         MR. RUSSELL:  Can I address one of the questions				false

		5317						LN		203		15		false		      15    you've asked other parties?				false

		5318						LN		203		16		false		      16         CHAIR LEVAR:  Yes.				false

		5319						LN		203		17		false		      17         MR. RUSSELL:  Okay.  It relates to your question				false

		5320						LN		203		18		false		      18    about robustness and how the interconnection queue				false

		5321						LN		203		19		false		      19    addresses -- I'll be very brief.  You will recall I				false

		5322						LN		203		20		false		      20    had the discussion with Mr. Oliver about this issue,				false

		5323						LN		203		21		false		      21    and I'll be candid:  He testified he thinks the				false

		5324						LN		203		22		false		      22    robustness element was met.				false

		5325						LN		203		23		false		      23              But he also indicated that he thought that				false

		5326						LN		203		24		false		      24    the interconnection queue eliminated most, if not				false

		5327						LN		203		25		false		      25    all, of the competition for the benchmark resources.				false

		5328						PG		204		0		false		page 204				false

		5329						LN		204		1		false		       1    And I submit to the Commission that the issue of				false

		5330						LN		204		2		false		       2    competition is really at the heart of what the				false

		5331						LN		204		3		false		       3    robustness element is about.				false

		5332						LN		204		4		false		       4              While Mr. Oliver and I may disagree about				false

		5333						LN		204		5		false		       5    the definition of that, I think that ought to carry				false

		5334						LN		204		6		false		       6    some weight.  I don't think you should ignore the				false

		5335						LN		204		7		false		       7    market response, but I do think that the purpose of				false

		5336						LN		204		8		false		       8    setting up a solicitation process to garner a market				false

		5337						LN		204		9		false		       9    response is to garner a market response that can				false

		5338						LN		204		10		false		      10    compete for the benchmark resources.				false

		5339						LN		204		11		false		      11         CHAIR LEVAR:  Thank you.  I appreciate that				false

		5340						LN		204		12		false		      12    additional perspective, and thank you for your				false

		5341						LN		204		13		false		      13    closing statement.				false

		5342						LN		204		14		false		      14         MR. RUSSELL:  Thank you.				false

		5343						LN		204		15		false		      15         CHAIR LEVAR:  Mr. Baker.				false

		5344						LN		204		16		false		      16         MR. BAKER:  Thank you.  Good afternoon,				false

		5345						LN		204		17		false		      17    Chairman LeVar, Commissioner Clark, and				false

		5346						LN		204		18		false		      18    Commissioner White.  On behalf of the Utah Industrial				false

		5347						LN		204		19		false		      19    Energy Consumers, I appreciate the opportunity to				false

		5348						LN		204		20		false		      20    provide these closing arguments and discuss why this				false

		5349						LN		204		21		false		      21    Commission must deny the Company's request.				false

		5350						LN		204		22		false		      22              A significant energy resource requires an				false

		5351						LN		204		23		false		      23    energy resource decision.  The Company's decision --				false

		5352						LN		204		24		false		      24    Ekola Flats, TB Flats I and II, and Cedar Springs --				false

		5353						LN		204		25		false		      25    was first announced in this docket a short two weeks				false

		5354						PG		205		0		false		page 205				false

		5355						LN		205		1		false		       1    before the start of this hearing in the Company's				false

		5356						LN		205		2		false		       2    surrebuttal testimony.  Before this final decision				false

		5357						LN		205		3		false		       3    PacifiCorp changed its mind not just once or twice				false

		5358						LN		205		4		false		       4    but three times, the resource portfolio				false

		5359						LN		205		5		false		       5    justifications or analyses changing with each round				false

		5360						LN		205		6		false		       6    of filed testimony.				false

		5361						LN		205		7		false		       7              The Company's shifting stories date back to				false

		5362						LN		205		8		false		       8    at least 2015 when the Company represented to this				false

		5363						LN		205		9		false		       9    Commission that it had no resource need for the next				false

		5364						LN		205		10		false		      10    decade.  During the same 2015 proceeding, the Company				false

		5365						LN		205		11		false		      11    also argued its desire to protect ratepayers from				false

		5366						LN		205		12		false		      12    inherent uncertainties associated with 20-year				false

		5367						LN		205		13		false		      13    forecasts and the fixed-cost risk that hedges against				false

		5368						LN		205		14		false		      14    future prices creates.				false

		5369						LN		205		15		false		      15              Prudent concerns, given RMP history of				false

		5370						LN		205		16		false		      16    being wrong, as Mr. Mullins's testimony demonstrates,				false

		5371						LN		205		17		false		      17    the Company's official forward price curve has				false

		5372						LN		205		18		false		      18    exceeded actuals approximately 90 percent of the				false

		5373						LN		205		19		false		      19    time.  Casting these ratepayer concerns aside today,				false

		5374						LN		205		20		false		      20    the Company is asking the Commission to approve a bet				false

		5375						LN		205		21		false		      21    of an estimated $2 billion against future forward				false

		5376						LN		205		22		false		      22    forecasts modeled out over 30 years.  Based on its				false

		5377						LN		205		23		false		      23    earlier statement, this is a bet the Company would				false

		5378						LN		205		24		false		      24    not make or not recommend.				false

		5379						LN		205		25		false		      25              By failing to make a decision and stand				false

		5380						PG		206		0		false		page 206				false

		5381						LN		206		1		false		       1    still, the Company deprived UIEC and other parties				false

		5382						LN		206		2		false		       2    from ever having a full and fair opportunity to				false

		5383						LN		206		3		false		       3    assess the true project, its costs, risks, or				false

		5384						LN		206		4		false		       4    purported benefits.				false

		5385						LN		206		5		false		       5              Besides failing to comply with the Energy				false

		5386						LN		206		6		false		       6    Resource Procurement Act and its regulations that				false

		5387						LN		206		7		false		       7    require a final resource decision before an				false

		5388						LN		206		8		false		       8    application is ever submitted, the Company's rush for				false

		5389						LN		206		9		false		       9    tax credits has affected the entire process, leaving				false

		5390						LN		206		10		false		      10    this Commission no choice but to deny the resource				false

		5391						LN		206		11		false		      11    decision.				false

		5392						LN		206		12		false		      12              This Commission cannot preapprove a project				false

		5393						LN		206		13		false		      13    and in the process create the uncertainty in this				false

		5394						LN		206		14		false		      14    proceeding, taking real money from real ratepayers'				false

		5395						LN		206		15		false		      15    pockets on an incomplete record.  The Commission must				false

		5396						LN		206		16		false		      16    make complete, accurate, and consistent findings of				false

		5397						LN		206		17		false		      17    fact in accordance with the Energy Resource				false

		5398						LN		206		18		false		      18    Procurement Act, which on this incomplete record, it				false

		5399						LN		206		19		false		      19    cannot do.				false

		5400						LN		206		20		false		      20              The resulting failure to undertake a				false

		5401						LN		206		21		false		      21    complete review of the facts required by this act				false

		5402						LN		206		22		false		      22    invites error and would be arbitrary and capricious.				false

		5403						LN		206		23		false		      23    As part of its public interest review, this				false

		5404						LN		206		24		false		      24    Commission must evaluate risk.  As described in the				false

		5405						LN		206		25		false		      25    testimony of Mr. Mullins and supported by the				false

		5406						PG		207		0		false		page 207				false

		5407						LN		207		1		false		       1    testimonies of Dr. Zenger, Mr. Peaco, Mr. Vastag,				false

		5408						LN		207		2		false		       2    Mr. Hayet, opinions from the Oregon and Utah				false

		5409						LN		207		3		false		       3    independent evaluators and an order from the Oregon				false

		5410						LN		207		4		false		       4    commission, the combined projects have much risks --				false

		5411						LN		207		5		false		       5    cost overruns, project delays, underproduction, and				false

		5412						LN		207		6		false		       6    interstate allocation to name a few.				false

		5413						LN		207		7		false		       7              And let's not forget the uncertainty in the				false

		5414						LN		207		8		false		       8    Company's modeling assumptions.  Mr. Mullins's				false

		5415						LN		207		9		false		       9    testimony and summary today demonstrated that a few				false

		5416						LN		207		10		false		      10    minor adjustments such as wholesale transmission				false

		5417						LN		207		11		false		      11    revenues and wind integration costs would disrupt the				false

		5418						LN		207		12		false		      12    claimed benefits in the Company's preferred medium				false

		5419						LN		207		13		false		      13    gas/medium CO2 price-policy scenario.				false

		5420						LN		207		14		false		      14              Missing from this record are final drawings				false

		5421						LN		207		15		false		      15    of new critical towers as well as the executable				false

		5422						LN		207		16		false		      16    governing contracts.  The foundation of the Company's				false

		5423						LN		207		17		false		      17    alleged mitigation measures and their squishy, my				false

		5424						LN		207		18		false		      18    term, guarantees against these risks.				false

		5425						LN		207		19		false		      19              The Company submitted only generic				false

		5426						LN		207		20		false		      20    pro forma examples offered to bidders as part of the				false

		5427						LN		207		21		false		      21    RFP.  We have no way of knowing whether or not these				false

		5428						LN		207		22		false		      22    pro forma, after having undergone significant				false

		5429						LN		207		23		false		      23    redlines, resembled their original form.  The Company				false

		5430						LN		207		24		false		      24    admitted that the revisions were to material terms				false

		5431						LN		207		25		false		      25    and conditions involving contractor guarantees and				false

		5432						PG		208		0		false		page 208				false

		5433						LN		208		1		false		       1    excusable events such as the definition of a				false

		5434						LN		208		2		false		       2    force majeure, a definition the Company intends to				false

		5435						LN		208		3		false		       3    use to limit its PTC qualification commitment, and				false

		5436						LN		208		4		false		       4    these agreements still remain in negotiation.				false

		5437						LN		208		5		false		       5              An opportunity for limited party review of				false

		5438						LN		208		6		false		       6    these ever-changing drafts, which the Company claimed				false

		5439						LN		208		7		false		       7    to be highly confidential, is an ineffective				false

		5440						LN		208		8		false		       8    alternative for the Company's failure to have final				false

		5441						LN		208		9		false		       9    executable documents by April 16, 2018 as pledged by				false

		5442						LN		208		10		false		      10    Mr. Teply in his January and February testimonies, by				false

		5443						LN		208		11		false		      11    May 15 with the Company surrebuttal or at this				false

		5444						LN		208		12		false		      12    hearing at the latest.				false

		5445						LN		208		13		false		      13              And with these last two I'm not suggesting				false

		5446						LN		208		14		false		      14    that such a last-minute surprise would not prejudice				false

		5447						LN		208		15		false		      15    the parties in this process.  One must wonder if the				false

		5448						LN		208		16		false		      16    Company is as good at meeting construction deadlines				false

		5449						LN		208		17		false		      17    as it professes.  Perhaps this demonstrated inability				false

		5450						LN		208		18		false		      18    to meet schedules help drive the 7 percent cost				false

		5451						LN		208		19		false		      19    overrun the Company experienced on portions of the				false

		5452						LN		208		20		false		      20    Energy Gateway transmission line, an approximately				false

		5453						LN		208		21		false		      21    40 million-plus hit to the combined project forecast				false

		5454						LN		208		22		false		      22    economics, if history repeats itself.				false

		5455						LN		208		23		false		      23              Failure to submit to the record such				false

		5456						LN		208		24		false		      24    foundational documents deprived UIEC, parties, and				false

		5457						LN		208		25		false		      25    the Commission an opportunity to review, explore, or				false

		5458						PG		209		0		false		page 209				false

		5459						LN		209		1		false		       1    even verify the Company's risk mitigation claims.				false

		5460						LN		209		2		false		       2    "Because the Company told you so" is not sufficient				false

		5461						LN		209		3		false		       3    grounds on which this Commission can render a				false

		5462						LN		209		4		false		       4    decision.				false

		5463						LN		209		5		false		       5              We also do not know the impacts of the				false

		5464						LN		209		6		false		       6    appeal of the RFP approval in Docket 17-035-23.				false

		5465						LN		209		7		false		       7    Subparagraph (3)(a) of Title 54, Chapter 17, Part 3				false

		5466						LN		209		8		false		       8    requires that a resource decision comply with the				false

		5467						LN		209		9		false		       9    Energy Resource Procurement Act and its rules.  A				false

		5468						LN		209		10		false		      10    resource decision cannot comply with the Energy				false

		5469						LN		209		11		false		      11    Resources Procurement Act if the entire RFP				false

		5470						LN		209		12		false		      12    process -- the first step under the Act did not				false

		5471						LN		209		13		false		      13    comply with the Act.  This question now rests with				false

		5472						LN		209		14		false		      14    the Utah courts.				false

		5473						LN		209		15		false		      15              We do not speculate on this appeal risk.				false

		5474						LN		209		16		false		      16    It exists and the Company failed to tell this				false

		5475						LN		209		17		false		      17    Commission how this risk could impact the combined				false

		5476						LN		209		18		false		      18    projects.  More troubling, when asked about options				false

		5477						LN		209		19		false		      19    to protect ratepayers in the combined projects from				false

		5478						LN		209		20		false		      20    this risk, Ms. Crane merely indicated the Company				false

		5479						LN		209		21		false		      21    would comply with future orders, effectively ignoring				false

		5480						LN		209		22		false		      22    a risk that the Company would not accept in its own				false

		5481						LN		209		23		false		      23    arm's length agreements and depriving the Commission				false

		5482						LN		209		24		false		      24    an opportunity to explore this appeal risk, its				false

		5483						LN		209		25		false		      25    impact, and possible mitigation.				false

		5484						PG		210		0		false		page 210				false

		5485						LN		210		1		false		       1              The Company similarly failed to explore the				false

		5486						LN		210		2		false		       2    risks associated with the Oregon commission's refusal				false

		5487						LN		210		3		false		       3    to acknowledge the RFP shortlist, because -- I refer				false

		5488						LN		210		4		false		       4    you to page ten of the Order, DPU Cross-Exhibit No. 3				false

		5489						LN		210		5		false		       5    and quote:				false

		5490						LN		210		6		false		       6              "We simply cannot conclude at this time				false

		5491						LN		210		7		false		       7    that the narrow shortlist from the Company RFP, a				false

		5492						LN		210		8		false		       8    package bundle of mostly Company owned Wyoming wind				false

		5493						LN		210		9		false		       9    resources connected to a single transmission line				false

		5494						LN		210		10		false		      10    clearly represents the renewable resource portfolio				false

		5495						LN		210		11		false		      11    offering the best combination of cost and risk for				false

		5496						LN		210		12		false		      12    the Company customers."				false

		5497						LN		210		13		false		      13              The Company does not have a pre-approval,				false

		5498						LN		210		14		false		      14    order, stipulation, or otherwise in Oregon, a state				false

		5499						LN		210		15		false		      15    with an aggressive RPS standard, and must now seek				false

		5500						LN		210		16		false		      16    rate recovery in the future from a commission that				false

		5501						LN		210		17		false		      17    is, at best, skeptical of the Company's decision.				false

		5502						LN		210		18		false		      18              The Company refused to address how Utah				false

		5503						LN		210		19		false		      19    customers will suffer in the event of a full or				false

		5504						LN		210		20		false		      20    partial disallowance in Oregon.  This Commission				false

		5505						LN		210		21		false		      21    should not race ahead of Oregon and disadvantage Utah				false

		5506						LN		210		22		false		      22    by preapproving a decision that does not offer the				false

		5507						LN		210		23		false		      23    lowest-cost, lowest-risk resource to Utah customers.				false

		5508						LN		210		24		false		      24              Project supporters make much about the				false

		5509						LN		210		25		false		      25    do-nothing alternative.  Assuming for the sake of				false

		5510						PG		211		0		false		page 211				false

		5511						LN		211		1		false		       1    argument something to which UIEC does not agree, that				false

		5512						LN		211		2		false		       2    something needs to be done, do-nothing is not the				false

		5513						LN		211		3		false		       3    only alternative.  In the Company's own words, solar				false

		5514						LN		211		4		false		       4    resources, which the Company sensitivity demonstrates				false

		5515						LN		211		5		false		       5    better economic benefit to ratepayers and which				false

		5516						LN		211		6		false		       6    offered better capacity to fill a falsely claimed				false

		5517						LN		211		7		false		       7    need, can still being built and will get cheaper.				false

		5518						LN		211		8		false		       8    The Company's actions deprive an alternative in this				false

		5519						LN		211		9		false		       9    proceeding.				false

		5520						LN		211		10		false		      10              It isn't good enough the combined projects				false

		5521						LN		211		11		false		      11    may provide environmental benefits.  It isn't good				false

		5522						LN		211		12		false		      12    enough that sprinkled with fairy dust, again, my				false

		5523						LN		211		13		false		      13    term, the combined projects' economics look good.				false

		5524						LN		211		14		false		      14              Marginal, speculative benefits that quickly				false

		5525						LN		211		15		false		      15    vanish with the occurrence with any one risk or				false

		5526						LN		211		16		false		      16    modest assumption adjustment, let alone a combination				false

		5527						LN		211		17		false		      17    of them, do not support a pre-approval.  We must know				false

		5528						LN		211		18		false		      18    the costs; we must know the risks with much more				false

		5529						LN		211		19		false		      19    certainty.  We must have a complete record.  We have				false

		5530						LN		211		20		false		      20    none of these.				false

		5531						LN		211		21		false		      21              Neither the record, nor this process,				false

		5532						LN		211		22		false		      22    pressured to chase PTCs, support or permit Commission				false

		5533						LN		211		23		false		      23    approval of the combined projects.  Accordingly the				false

		5534						LN		211		24		false		      24    UIEC requests the Commission deny the Company's				false

		5535						LN		211		25		false		      25    request.  Thank you again for the opportunity to				false

		5536						PG		212		0		false		page 212				false

		5537						LN		212		1		false		       1    present UIEC's position.				false

		5538						LN		212		2		false		       2         CHAIR LEVAR:  Thank you, Mr. Baker.				false

		5539						LN		212		3		false		       3              Commissioner White, do you have any				false

		5540						LN		212		4		false		       4    questions for him?				false

		5541						LN		212		5		false		       5         COMMISSIONER WHITE:  I don't.  Thank you.				false

		5542						LN		212		6		false		       6         CHAIR LEVAR:  Commissioner Clark.				false

		5543						LN		212		7		false		       7         COMMISSIONER CLARK:  No questions.  Thank you,				false

		5544						LN		212		8		false		       8    Mr. Baker.				false

		5545						LN		212		9		false		       9         CHAIR LEVAR:  Do you want to address any of the				false

		5546						LN		212		10		false		      10    questions that I've asked some the other parties?  Do				false

		5547						LN		212		11		false		      11    you want me to repeat them?				false

		5548						LN		212		12		false		      12         MR. BAKER:  Sure, yeah, there's a couple of them				false

		5549						LN		212		13		false		      13    that I would like to comment on them.  The first, if				false

		5550						LN		212		14		false		      14    I may, just a brief moment respond to your question				false

		5551						LN		212		15		false		      15    regarding exceptions to the first-come, first-served				false

		5552						LN		212		16		false		      16    transmission queue exception.				false

		5553						LN		212		17		false		      17              I would like to refer you to 128 FERC				false

		5554						LN		212		18		false		      18    P61155 as an example of the cluster study waiver that				false

		5555						LN		212		19		false		      19    Ms. McDowell referenced.  In this case El Paso				false

		5556						LN		212		20		false		      20    Electric company requested and was granted such a				false

		5557						LN		212		21		false		      21    study exception to facilitate studies to help meet				false

		5558						LN		212		22		false		      22    New Mexico's renewable portfolio requirement.				false

		5559						LN		212		23		false		      23              I understand that a cluster study waiver				false

		5560						LN		212		24		false		      24    can't waive the first -- first there -- first-in,				false

		5561						LN		212		25		false		      25    first-selected requirement.  However, it can have the				false

		5562						PG		213		0		false		page 213				false

		5563						LN		213		1		false		       1    practical effect of moving a resource up the queue.				false

		5564						LN		213		2		false		       2              For example, if a higher queue project				false

		5565						LN		213		3		false		       3    drops out of the queue, for example, as being				false

		5566						LN		213		4		false		       4    selected in an RFP, a lower queue project part of a				false

		5567						LN		213		5		false		       5    clustered study would move up the queue, and with the				false

		5568						LN		213		6		false		       6    benefit of having this advance to a completed study.				false

		5569						LN		213		7		false		       7    Such an event could have avoided the queue cut-off				false

		5570						LN		213		8		false		       8    impact in dispute, but now we will never know.				false

		5571						LN		213		9		false		       9              With respect to the soft cap issue and				false

		5572						LN		213		10		false		      10    whether or not future prudence review under the				false

		5573						LN		213		11		false		      11    statute would provide inadequate mechanism, I just				false

		5574						LN		213		12		false		      12    would argue that once the first -- I find it				false

		5575						LN		213		13		false		      13    problematic and of little comfort that once the first				false

		5576						LN		213		14		false		      14    cubic foot of concrete is poured the temptation of				false

		5577						LN		213		15		false		      15    the sunk cost fallacy would be too great.				false

		5578						LN		213		16		false		      16              With respect to whether the Commission can				false

		5579						LN		213		17		false		      17    put in hard caps, I too can't, you know, describe				false

		5580						LN		213		18		false		      18    further than what others have, and I would submit				false

		5581						LN		213		19		false		      19    that with respect to the waiver question, the law is				false

		5582						LN		213		20		false		      20    not clear.  I can't cite to anything to say that, you				false

		5583						LN		213		21		false		      21    know, the Company cannot proceed with a waiver should				false

		5584						LN		213		22		false		      22    this process -- should it be denied during this				false

		5585						LN		213		23		false		      23    process.				false

		5586						LN		213		24		false		      24              I will say, however, that that would seem				false

		5587						LN		213		25		false		      25    to provide an unfair second bite at the apple, and in				false

		5588						PG		214		0		false		page 214				false

		5589						LN		214		1		false		       1    some instances render this process meaningless.				false

		5590						LN		214		2		false		       2              With that, I have nothing further.				false

		5591						LN		214		3		false		       3         CHAIR LEVAR:  Thank you.  I appreciate your				false

		5592						LN		214		4		false		       4    answers and your closing statement.				false

		5593						LN		214		5		false		       5              Ms. McDowell, we have time reserved for				false

		5594						LN		214		6		false		       6    final statement.				false

		5595						LN		214		7		false		       7         MS. MCDOWELL:  Thank you, Commissioners.  Let me				false

		5596						LN		214		8		false		       8    just begin by going around the room and addressing, I				false

		5597						LN		214		9		false		       9    think, the arguments generally in order although I				false

		5598						LN		214		10		false		      10    may combine some of my responses if it makes sense.				false

		5599						LN		214		11		false		      11              First of all, with respect to the DPU's				false

		5600						LN		214		12		false		      12    extensive comments on the MSP process, I would say				false

		5601						LN		214		13		false		      13    most of that was not reflected in testimony and not				false

		5602						LN		214		14		false		      14    developed in the record, but in any event I think the				false

		5603						LN		214		15		false		      15    reason it was not developed in the record and subject				false

		5604						LN		214		16		false		      16    of much conversation in this hearing is because MSP				false

		5605						LN		214		17		false		      17    is its own separate process.				false

		5606						LN		214		18		false		      18              And I guess would urge you to keep it that				false

		5607						LN		214		19		false		      19    way and not prejudge or prejudice what's going on in				false

		5608						LN		214		20		false		      20    that docket by making really advanced or premature				false

		5609						LN		214		21		false		      21    decisions about allocation issues in this docket.				false

		5610						LN		214		22		false		      22    Just echoing what Commissioner LeVar said, we don't				false

		5611						LN		214		23		false		      23    think it's necessary for the Commission to address				false

		5612						LN		214		24		false		      24    MSP or allocation issues at this point because the				false

		5613						LN		214		25		false		      25    Commission can always backstop that issue by				false

		5614						PG		215		0		false		page 215				false

		5615						LN		215		1		false		       1    reviewing it at a later point and we think that's				false

		5616						LN		215		2		false		       2    what's most appropriate here.				false

		5617						LN		215		3		false		       3              Moving on to some of the comments that the				false

		5618						LN		215		4		false		       4    Committee made.  First of all, the Committee				false

		5619						LN		215		5		false		       5    reflected or started out its closing argument by				false

		5620						LN		215		6		false		       6    referring to the low-cost factor, the first factor in				false

		5621						LN		215		7		false		       7    the list of six factors as the primary factor the				false

		5622						LN		215		8		false		       8    Commission must decide.				false

		5623						LN		215		9		false		       9              I think it's clear that all of the factors				false

		5624						LN		215		10		false		      10    are important.  There is no direction to the				false

		5625						LN		215		11		false		      11    Commission to consider one as a primary factor and				false

		5626						LN		215		12		false		      12    ignore the others.  I think on a case-by-case basis				false

		5627						LN		215		13		false		      13    the Commission has looked at different factors in				false

		5628						LN		215		14		false		      14    different ways.				false

		5629						LN		215		15		false		      15              And with respect to how we believe we've				false

		5630						LN		215		16		false		      16    satisfied that statute, we believe we satisfied it in				false

		5631						LN		215		17		false		      17    the same way that the Commission has historically				false

		5632						LN		215		18		false		      18    looked at this issue and in the way the Commission				false

		5633						LN		215		19		false		      19    looked at it in the repowering docket, which is to				false

		5634						LN		215		20		false		      20    look at the benefits of resource acquisition and also				false

		5635						LN		215		21		false		      21    look at the whole context.				false

		5636						LN		215		22		false		      22              So the part of the Committee's statement				false

		5637						LN		215		23		false		      23    that we're alleging that basically by acquiring wind				false

		5638						LN		215		24		false		      24    now with a promise to look at solar later, that				false

		5639						LN		215		25		false		      25    that's our position that's how we satisfy it, that's				false

		5640						PG		216		0		false		page 216				false

		5641						LN		216		1		false		       1    just not a correct statement of the record.  What we				false

		5642						LN		216		2		false		       2    have said is that applying our SO model, applying the				false

		5643						LN		216		3		false		       3    model in which we compared all of the bids in the RFP				false

		5644						LN		216		4		false		       4    process, if you apply the RFP model, which is the				false

		5645						LN		216		5		false		       5    SO model to do the comparative analysis of solar bids				false

		5646						LN		216		6		false		       6    and wind bids, we did that analysis head to head and				false

		5647						LN		216		7		false		       7    the wind projects came up better.				false

		5648						LN		216		8		false		       8              And that's the primary basis for which --				false

		5649						LN		216		9		false		       9    and that's not to say solar didn't have benefits.				false

		5650						LN		216		10		false		      10    We've also said solar looks good, so we'll continue				false

		5651						LN		216		11		false		      11    to explore that, but in terms of what goes first,				false

		5652						LN		216		12		false		      12    both the timing of the wind and the benefits of the				false

		5653						LN		216		13		false		      13    2036 analysis is what the Company relied on.				false

		5654						LN		216		14		false		      14              Now, folks -- and I'll kinds of get into				false

		5655						LN		216		15		false		      15    some of the UAE at this point too -- folks have said,				false

		5656						LN		216		16		false		      16    "Well, but other analyses show that solar is better."				false

		5657						LN		216		17		false		      17    I guess this is the point we tried to make				false

		5658						LN		216		18		false		      18    throughout, that it is important and it's actually a				false

		5659						LN		216		19		false		      19    requirement of the rule to apply consistent analyses				false

		5660						LN		216		20		false		      20    across all RFP processes.				false

		5661						LN		216		21		false		      21              And the consistent analysis was that				false

		5662						LN		216		22		false		      22    20-year SO model.  That's what we used in the IRP.				false

		5663						LN		216		23		false		      23    That's what we used in the RFP.  Certainly the IE				false

		5664						LN		216		24		false		      24    asked for some sensitivities to 2050.  We did those,				false

		5665						LN		216		25		false		      25    and the IE's conclusions were, based on those				false

		5666						PG		217		0		false		page 217				false

		5667						LN		217		1		false		       1    sensitivities, that ultimately there was no bias.				false

		5668						LN		217		2		false		       2              And if you go to page 81, which people				false

		5669						LN		217		3		false		       3    continue to say -- they want to go to this as far as,				false

		5670						LN		217		4		false		       4    you know, "The IE says basically the results were				false

		5671						LN		217		5		false		       5    basically comparable, perhaps there's a small bias,"				false

		5672						LN		217		6		false		       6    and folks end there.  And then the IE's ultimate				false

		5673						LN		217		7		false		       7    conclusion was "We do not believe any bid had an				false

		5674						LN		217		8		false		       8    undue inherent competitive advantage within the				false

		5675						LN		217		9		false		       9    parameters of the solicitation process."				false

		5676						LN		217		10		false		      10              That was the conclusion, and it's not fair				false

		5677						LN		217		11		false		      11    to just read down to the one section and not take				false

		5678						LN		217		12		false		      12    into account the conclusion of the IE in that				false

		5679						LN		217		13		false		      13    context.  Another issue that the Committee -- excuse				false

		5680						LN		217		14		false		      14    me -- the Office.				false

		5681						LN		217		15		false		      15         COMMISSIONER CLARK:  Can I ask you a question				false

		5682						LN		217		16		false		      16    about that before you leave?				false

		5683						LN		217		17		false		      17         MS. MCDOWELL:  Of course.				false

		5684						LN		217		18		false		      18         COMMISSIONER CLARK:  Do you understand that				false

		5685						LN		217		19		false		      19    statement to be about the analysis process or isn't				false

		5686						LN		217		20		false		      20    it really about the information requirements that the				false

		5687						LN		217		21		false		      21    bidders had?				false

		5688						LN		217		22		false		      22         MS. MCDOWELL:  So I read the statement and I				false

		5689						LN		217		23		false		      23    thought this was the discussion in the hearing with				false

		5690						LN		217		24		false		      24    the IE that basically it all follows on that you have				false

		5691						LN		217		25		false		      25    the discussion about the modeling and then the IE				false

		5692						PG		218		0		false		page 218				false

		5693						LN		218		1		false		       1    concludes that there was no inherent competitive				false

		5694						LN		218		2		false		       2    advantage with respect to one type of bid over				false

		5695						LN		218		3		false		       3    another, and that is a fair conclusion based on the				false

		5696						LN		218		4		false		       4    statement that says that the results above -- the				false

		5697						LN		218		5		false		       5    results showed that the BTA and PPA for the most				false

		5698						LN		218		6		false		       6    competitive projects to be close in value.				false

		5699						LN		218		7		false		       7              In addition on page --				false

		5700						LN		218		8		false		       8         COMMISSIONER CLARK:  Thank you.  I apologize for				false

		5701						LN		218		9		false		       9    interrupting.				false

		5702						LN		218		10		false		      10         MS. MCDOWELL:  No worries.  On page 75 there's a				false

		5703						LN		218		11		false		      11    related conclusion from the IE stating "Overall the				false

		5704						LN		218		12		false		      12    results indicated that there did not appear to be an				false

		5705						LN		218		13		false		      13    inherent advantage associated with the utility				false

		5706						LN		218		14		false		      14    ownership bid due to shorter evaluation purposes for				false

		5707						LN		218		15		false		      15    purposes of evaluating and selecting a portfolio of				false

		5708						LN		218		16		false		      16    resources."				false

		5709						LN		218		17		false		      17              So, again, that's back to the 2036				false

		5710						LN		218		18		false		      18    analysis, and I'm stressing this because, you know,				false

		5711						LN		218		19		false		      19    you can't do -- I mean it's a basic premise of the				false

		5712						LN		218		20		false		      20    RFP process that you need to use a consistent				false

		5713						LN		218		21		false		      21    analysis across your bidding process.				false

		5714						LN		218		22		false		      22              So you can't use one analysis to judge all				false

		5715						LN		218		23		false		      23    of -- to comprise your shortlist and to assess the				false

		5716						LN		218		24		false		      24    projects and then at the end use a different				false

		5717						LN		218		25		false		      25    analysis, a 2050 nominal analysis and say, "Oh,				false

		5718						PG		219		0		false		page 219				false

		5719						LN		219		1		false		       1    that's what the results should have been."				false

		5720						LN		219		2		false		       2              When we applied the analysis, we used				false

		5721						LN		219		3		false		       3    across the board to the comparison of solar and wind,				false

		5722						LN		219		4		false		       4    wind came up ahead of solar, and that's before taking				false

		5723						LN		219		5		false		       5    into account the cost of the transmission line, which				false

		5724						LN		219		6		false		       6    if you do the solar bids, you're left in a position				false

		5725						LN		219		7		false		       7    where the customers are exposed to the 300 million				false

		5726						LN		219		8		false		       8    net present value of the cost of that line.				false

		5727						LN		219		9		false		       9              The Company's clearly indicated that line				false

		5728						LN		219		10		false		      10    is in the plan for 2024.  That's a near-term need.				false

		5729						LN		219		11		false		      11    Now, the Company with its transmission planning has				false

		5730						LN		219		12		false		      12    made clear it takes those dates and tries to be as				false

		5731						LN		219		13		false		      13    flexible as possible to ensure that those lines can				false

		5732						LN		219		14		false		      14    be brought on as cost effectively as possible.				false

		5733						LN		219		15		false		      15              But that's not to say when you have a need				false

		5734						LN		219		16		false		      16    like that you can continue to push it on and out into				false

		5735						LN		219		17		false		      17    the future for forever.  I think all the discussion				false

		5736						LN		219		18		false		      18    around the transmission queue and the congestion				false

		5737						LN		219		19		false		      19    reinforces that is it really not a question of if;				false

		5738						LN		219		20		false		      20    it's question of when with respect to that line.  And				false

		5739						LN		219		21		false		      21    you've heard that testimony from many of the				false

		5740						LN		219		22		false		      22    Company's witnesses on that point.				false

		5741						LN		219		23		false		      23              So while some folks say "Well, it's an				false

		5742						LN		219		24		false		      24    advantage the solar bids don't require the				false

		5743						LN		219		25		false		      25    transmission line," from our perspective what happens				false

		5744						PG		220		0		false		page 220				false

		5745						LN		220		1		false		       1    if you go forward with the solar bids, they might				false

		5746						LN		220		2		false		       2    look attractive because you don't have the				false

		5747						LN		220		3		false		       3    transmission costs, but you also don't have the				false

		5748						LN		220		4		false		       4    benefits that are paying for that transmission, which				false

		5749						LN		220		5		false		       5    is ultimately the 300 million NPV costs for the				false

		5750						LN		220		6		false		       6    transmission line.				false

		5751						LN		220		7		false		       7              So with respect to the concerns that we,				false

		5752						LN		220		8		false		       8    you know, never reviewed other bids outside of solar,				false

		5753						LN		220		9		false		       9    that we should have done an all-source bidding				false

		5754						LN		220		10		false		      10    process, I just want to say no party has ever raised				false

		5755						LN		220		11		false		      11    this issue that the Company should have looked at a				false

		5756						LN		220		12		false		      12    gas plant or that some other kind resource would be				false

		5757						LN		220		13		false		      13    competitive.  That just was never disputed here.				false

		5758						LN		220		14		false		      14              The only issue raised was would solar				false

		5759						LN		220		15		false		      15    resources be competitive, and that's simply because				false

		5760						LN		220		16		false		      16    the IRP process clearly showed that the renewable				false

		5761						LN		220		17		false		      17    resources were the only resources that could possibly				false

		5762						LN		220		18		false		      18    compete with the front office transactions.  So				false

		5763						LN		220		19		false		      19    that's the evidence on that.				false

		5764						LN		220		20		false		      20              With respect to the need question, I just				false

		5765						LN		220		21		false		      21    want to say that on the one hand the Office has said				false

		5766						LN		220		22		false		      22    that the 2050 analysis is the one that the Commission				false

		5767						LN		220		23		false		      23    ought to be looking at even though the 2036 analysis				false

		5768						LN		220		24		false		      24    was used in the RFP process, and they are pointing to				false

		5769						LN		220		25		false		      25    the wind repowering order for that.				false

		5770						PG		221		0		false		page 221				false

		5771						LN		221		1		false		       1              And it was clear -- and I think the				false

		5772						LN		221		2		false		       2    testimony was clear -- is that the 2050 analysis in				false

		5773						LN		221		3		false		       3    repowering was particularly important because that				false

		5774						LN		221		4		false		       4    back-end benefit was such a big part of the analysis				false

		5775						LN		221		5		false		       5    of whether repowering made sense.				false

		5776						LN		221		6		false		       6              So once -- basically it's the life				false

		5777						LN		221		7		false		       7    extension benefit.  Once the old plants were going to				false

		5778						LN		221		8		false		       8    go off, what was the value of the remaining years				false

		5779						LN		221		9		false		       9    where you presumably would not have had those wind				false

		5780						LN		221		10		false		      10    plants, and that's a very large benefit which was not				false

		5781						LN		221		11		false		      11    captured in the 2036 analysis.				false

		5782						LN		221		12		false		      12              So here, we've got a different set of				false

		5783						LN		221		13		false		      13    considerations.  We're really looking at how does the				false

		5784						LN		221		14		false		      14    RFP compare to bids, and it uses the 2036 model for				false

		5785						LN		221		15		false		      15    that.  But in any event, on the one hand, the Office				false

		5786						LN		221		16		false		      16    is pointing to the repowering order for the use of				false

		5787						LN		221		17		false		      17    the 2050 analysis but then not considering how the				false

		5788						LN		221		18		false		      18    Commission really reviewed that low-cost factor in				false

		5789						LN		221		19		false		      19    the context of the repowering decision.				false

		5790						LN		221		20		false		      20              The Commission really looked at benefits,				false

		5791						LN		221		21		false		      21    and is there a net benefit, and economic benefit, to				false

		5792						LN		221		22		false		      22    customers, not some of the other need arguments that				false

		5793						LN		221		23		false		      23    have been raised both here and in the repowering				false

		5794						LN		221		24		false		      24    context.				false

		5795						LN		221		25		false		      25              So let me just check my notes here for a				false

		5796						PG		222		0		false		page 222				false

		5797						LN		222		1		false		       1    moment.  It's hard to talk and read my notes at the				false

		5798						LN		222		2		false		       2    same time.  So just give me one moment to catch up.				false

		5799						LN		222		3		false		       3              So there is also the contention that simply				false

		5800						LN		222		4		false		       4    having the line in our long-term plan is not enough				false

		5801						LN		222		5		false		       5    to show need for that transmission line, and I think				false

		5802						LN		222		6		false		       6    there's been a fair amount of evidence beyond just				false

		5803						LN		222		7		false		       7    the fact that that line is in our transmission plan				false

		5804						LN		222		8		false		       8    to show the need.				false

		5805						LN		222		9		false		       9              And it's some of the issues I raised				false

		5806						LN		222		10		false		      10    earlier about relieving congestion, providing				false

		5807						LN		222		11		false		      11    additional voltage support, allowing the Company to				false

		5808						LN		222		12		false		      12    manage all of its resources more flexibly, and the				false

		5809						LN		222		13		false		      13    evidence we've produced that even the Dave Johnston				false

		5810						LN		222		14		false		      14    plant closes and even if there is no additional wind				false

		5811						LN		222		15		false		      15    that's brought on, we still are in a place where				false

		5812						LN		222		16		false		      16    we're very close to having -- you know, being put				false

		5813						LN		222		17		false		      17    into that place where we have a reliability need that				false

		5814						LN		222		18		false		      18    would mandate construction of that line and bring on				false

		5815						LN		222		19		false		      19    that $300 million NPV cost.				false

		5816						LN		222		20		false		      20              Now, there was -- there have been questions				false

		5817						LN		222		21		false		      21    about the hard cap and the legality of the hard cap.				false

		5818						LN		222		22		false		      22    I just want to also make an argument that isn't just				false

		5819						LN		222		23		false		      23    around legality but is around fairness.  What we're				false

		5820						LN		222		24		false		      24    looking at here is a proposal to cap the Company's				false

		5821						LN		222		25		false		      25    costs at its estimates to ensure some level of				false

		5822						PG		223		0		false		page 223				false

		5823						LN		223		1		false		       1    benefit.				false

		5824						LN		223		2		false		       2              And the fallacy of that argument is that				false

		5825						LN		223		3		false		       3    you could have a situation where you've capped the				false

		5826						LN		223		4		false		       4    Company's costs at the estimated level; you end up				false

		5827						LN		223		5		false		       5    having significant benefits that, you know, maybe are				false

		5828						LN		223		6		false		       6    either what the Company's estimated or even more than				false

		5829						LN		223		7		false		       7    that; there's an occurrence that's outside of				false

		5830						LN		223		8		false		       8    Company's control that the Company prudently responds				false

		5831						LN		223		9		false		       9    to, say, costs at 50 million; and a hard cap would				false

		5832						LN		223		10		false		      10    put the Company in a position that, notwithstanding				false

		5833						LN		223		11		false		      11    the fact customers are enjoying potentially hundreds				false

		5834						LN		223		12		false		      12    of million of dollars of benefits, the Company is not				false

		5835						LN		223		13		false		      13    going to be able to recover that 50 million in				false

		5836						LN		223		14		false		      14    prudent expenditures.				false

		5837						LN		223		15		false		      15              So it puts the Company in a position where				false

		5838						LN		223		16		false		      16    people are not saying, you know, "Cap this at the				false

		5839						LN		223		17		false		      17    projected benefits."  They are saying, "Cap it at the				false

		5840						LN		223		18		false		      18    projected costs irrespective of benefits."  So you do				false

		5841						LN		223		19		false		      19    get in a position -- we think any hard cap is				false

		5842						LN		223		20		false		      20    inappropriate and not authorized.				false

		5843						LN		223		21		false		      21              But it's also pretty unfair because it				false

		5844						LN		223		22		false		      22    could lead to a situation where customers have				false

		5845						LN		223		23		false		      23    significant benefits and the Company is unable to				false

		5846						LN		223		24		false		      24    recover prudent costs.				false

		5847						LN		223		25		false		      25              So with respect to UAE, some of UAE's				false

		5848						PG		224		0		false		page 224				false

		5849						LN		224		1		false		       1    comments around the IE and his conclusions that he				false

		5850						LN		224		2		false		       2    personally could not say whether -- because he was				false

		5851						LN		224		3		false		       3    not the IE in the solar resource RFP and had not				false

		5852						LN		224		4		false		       4    reviewed all the evidence in this docket and the IE				false

		5853						LN		224		5		false		       5    work in that solar docket, that he personally could				false

		5854						LN		224		6		false		       6    not say that the wind resources -- well, he said				false

		5855						LN		224		7		false		       7    certainly that the wind resources provided				false

		5856						LN		224		8		false		       8    substantial benefits to customers and were the best				false

		5857						LN		224		9		false		       9    and most competitive bids the market could offer for				false

		5858						LN		224		10		false		      10    wind.				false

		5859						LN		224		11		false		      11              He could not say whether they were, on a				false

		5860						LN		224		12		false		      12    relative basis, lower cost than solar, that that was				false

		5861						LN		224		13		false		      13    just not his job.  I just want to be clear -- and I				false

		5862						LN		224		14		false		      14    believe the IE testified -- that that's not to say				false

		5863						LN		224		15		false		      15    that you can't make that decision based on the record				false

		5864						LN		224		16		false		      16    that we've provided you, which is much more extensive				false

		5865						LN		224		17		false		      17    than what the IE reviewed.				false

		5866						LN		224		18		false		      18              So let me just be clear that the IE did not				false

		5867						LN		224		19		false		      19    say that that decision can't be made by you.  He said				false

		5868						LN		224		20		false		      20    it could not be made by him based on scope of his				false

		5869						LN		224		21		false		      21    work.				false

		5870						LN		224		22		false		      22              We believe, based on the record that we				false

		5871						LN		224		23		false		      23    have provided, that both based on the benefits, the				false

		5872						LN		224		24		false		      24    analysis the Company did do of the solar resources,				false

		5873						LN		224		25		false		      25    the conclusions of that analysis -- which is wind				false

		5874						PG		225		0		false		page 225				false

		5875						LN		225		1		false		       1    now, solar next -- that all of that supports the				false

		5876						LN		225		2		false		       2    satisfaction of that first factor, that low-cost				false

		5877						LN		225		3		false		       3    factor.				false

		5878						LN		225		4		false		       4              Now, with respect to the some of UIEC's				false

		5879						LN		225		5		false		       5    comments, one of the comments that UIE's counsel made				false

		5880						LN		225		6		false		       6    was that the contracts are missing from the record				false

		5881						LN		225		7		false		       7    and that's problematic.  I just want to reinforce for				false

		5882						LN		225		8		false		       8    the Commission the point that the resource approval				false

		5883						LN		225		9		false		       9    statute really contemplates approval before getting				false

		5884						LN		225		10		false		      10    into these binding contracts, that it is the normal				false

		5885						LN		225		11		false		      11    course of events, at least based on the cases I've				false

		5886						LN		225		12		false		      12    read, in particular the Bridger SCR case, where the				false

		5887						LN		225		13		false		      13    Company really takes the contracts up to, you know, a				false

		5888						LN		225		14		false		      14    sort of finally negotiated point, waits for the				false

		5889						LN		225		15		false		      15    regulatory approval process to be depleted, and then				false

		5890						LN		225		16		false		      16    files the contracts with the Commission so the				false

		5891						LN		225		17		false		      17    Commission can review them.				false

		5892						LN		225		18		false		      18              Obviously, the Company's implementation of				false

		5893						LN		225		19		false		      19    its resource decisions are subject to a prudence				false

		5894						LN		225		20		false		      20    review by the Commission, so assuming those contracts				false

		5895						LN		225		21		false		      21    did not comport with representations the Company made				false

		5896						LN		225		22		false		      22    in the context of this proceeding, that would be				false

		5897						LN		225		23		false		      23    subject to future commission review.				false

		5898						LN		225		24		false		      24              Now, with respect to UIEC's position that				false

		5899						LN		225		25		false		      25    there is a major risk associated with the appeal of				false

		5900						PG		226		0		false		page 226				false

		5901						LN		226		1		false		       1    the RFP, you know, just there's an irony that UIEC				false

		5902						LN		226		2		false		       2    has brought this appeal and now claims the Company --				false

		5903						LN		226		3		false		       3    that there's a huge risk associated with it the				false

		5904						LN		226		4		false		       4    Company has not considered.				false

		5905						LN		226		5		false		       5              I mean it seems inappropriate or ironic for				false

		5906						LN		226		6		false		       6    a party to create a risk and then say, "Oh, there's				false

		5907						LN		226		7		false		       7    too great a risk to proceed and the Company can't				false

		5908						LN		226		8		false		       8    move forward and the Company hasn't considered that				false

		5909						LN		226		9		false		       9    risk."				false

		5910						LN		226		10		false		      10              I guess we're -- the appeal has yet to go				false

		5911						LN		226		11		false		      11    forward, but we believe that just based on similar				false

		5912						LN		226		12		false		      12    comments that we've made here about the satisfaction				false

		5913						LN		226		13		false		      13    of the low-cost factor, we don't think the appeal has				false

		5914						LN		226		14		false		      14    merit.  We also think it's inappropriate for a party				false

		5915						LN		226		15		false		      15    to create a risk and then claim the Company hasn't				false

		5916						LN		226		16		false		      16    properly addressed the risk that they've created.				false

		5917						LN		226		17		false		      17              And with respect to the UIEC's comments				false

		5918						LN		226		18		false		      18    about the Oregon order on the RFP shortlist, UIEC				false

		5919						LN		226		19		false		      19    referred to this as, you know, that we did not -- the				false

		5920						LN		226		20		false		      20    Company did not get a pre-approval order.  I want to				false

		5921						LN		226		21		false		      21    be clear:  There is no such thing as a pre-approval				false

		5922						LN		226		22		false		      22    order in Oregon.				false

		5923						LN		226		23		false		      23              The closest thing that Oregon has to that				false

		5924						LN		226		24		false		      24    would be IRP acknowledgment or RFP shortlist				false

		5925						LN		226		25		false		      25    acknowledgment, one or the other; you don't need				false

		5926						PG		227		0		false		page 227				false

		5927						LN		227		1		false		       1    both.  In this case the Company had IRP				false

		5928						LN		227		2		false		       2    acknowledgment, and that's as good as it gets in				false

		5929						LN		227		3		false		       3    Oregon.  There is no pre-approval scheme like there				false

		5930						LN		227		4		false		       4    is in Utah.  I don't think the commission could have				false

		5931						LN		227		5		false		       5    been clearer in its order that they were not				false

		5932						LN		227		6		false		       6    prejudging the outcome and clearly encouraging the				false

		5933						LN		227		7		false		       7    Company to go forward and present this in the normal				false

		5934						LN		227		8		false		       8    course under Oregon law.				false

		5935						LN		227		9		false		       9         COMMISSIONER CLARK:  Can I interrupt you there a				false

		5936						LN		227		10		false		      10    second.				false

		5937						LN		227		11		false		      11         MS. MCDOWELL:  Of course.				false

		5938						LN		227		12		false		      12         COMMISSIONER CLARK:  Would you remind me of the				false

		5939						LN		227		13		false		      13    timing of IRP acknowledgment in Oregon and your				false

		5940						LN		227		14		false		      14    pursuit of RFP acknowledgment in Oregon, how those				false

		5941						LN		227		15		false		      15    operated, what was the timeline for each of them.				false

		5942						LN		227		16		false		      16         MS. MCDOWELL:  So the IRP acknowledgment was in				false

		5943						LN		227		17		false		      17    December and the RFP shortlist acknowledgment order				false

		5944						LN		227		18		false		      18    was just a couple weeks ago.  So, basically, just				false

		5945						LN		227		19		false		      19    like here, the RFP went on concurrently with the IRP.				false
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�       1                    P R O C E E D I N G S



       2         CHAIR LEVAR:  Okay.  Good morning.  I think



       3    we'll start.  We are on the record in Public Service



       4    Commission Docket 17-035-40, Application of



       5    Rocky Mountain Power for Approval of a Significant



       6    Energy Resource Decision and Voluntary Request for



       7    Approval of Resource Decision.



       8              Any preliminary matters before we go to the



       9    next witnesses?



      10         MR. SNARR:  Excuse me.  I have a preliminary



      11    matter.  Yesterday as we were concluding the hearing,



      12    there were some questions posed by Commissioner Clark



      13    to our witness, Mr. Hayet.  Mr. Hayet has spent some



      14    time last evening preparing response, responses, or



      15    information in response to those questions.  I think



      16    it might be most efficient if we just re-call



      17    Mr. Hayet to the stand and perhaps Commissioner Clark



      18    can reask what he's looking for and Mr. Hayet can



      19    respond because he's ready respond.



      20         CHAIR LEVAR:  Any objection from any other party



      21    with proceeding that way?



      22              Okay.  Mr. Hayet, will you take the stand,



      23    and you're still under oath from yesterday.



      24         PHILIP HAYET:  Okay.



      25    ///

                                                               6

�       1                        PHILIP HAYET,



       2    called as a witness on behalf of the Office, having



       3    been previously duly sworn, was examined and



       4    testified as follows:



       5                         EXAMINATION



       6    BY COMMISSIONER CLARK:



       7         Q.   Good morning, Mr. Hayet.



       8         A.   Good morning.



       9         Q.   So my question related to statements that I



      10    thought I heard in your responses to questions from



      11    counsel or it may have been your initial summary, but



      12    the substance of the statement was that the



      13    independent evaluators had troubles -- I think was



      14    your word -- with the PTC modeling, and so -- and I'm



      15    going to confine the question to Utah IE's report, so



      16    I just was interested in the basis for your statement



      17    if I heard it correctly.



      18         A.   And I think you asked if I would find



      19    references --



      20         Q.   Right.



      21         A.   -- in the report, so I've done that, and I



      22    actually have copies I can give you if you're



      23    interested or I can direct you.



      24         Q.   I have the report in front of me, so that



      25    would be fine.  Just some references would be great.

                                                               7

�       1         A.   Okay.  I'm using the redacted version.



       2         Q.   Okay.



       3         A.   And therefore the page numbering is



       4    different than the unredacted version.  I would point



       5    you to page 16 as a starting reference because --



       6    just a note, the last bullet on page 16 is an attempt



       7    to explain that comparability between PPA and



       8    build-transfer options are of the utmost importance



       9    to parties and to the IE.  That sets the stage.



      10              This was at the point of the development of



      11    the RFP and submission of the RFP and making sure



      12    that everything would be done consistently.  So that



      13    goes that point.  The next reference I would turn



      14    your attention to is page 59, and this is where there



      15    was a January 9th conference call and both IEs raised



      16    the issue.



      17              I'm referring to the second to the last



      18    paragraph on the page, and in that paragraph it



      19    discusses the conference call where the IEs were



      20    reminded that in developing the models the PTC values



      21    and benefits are included in nominal dollars.  So



      22    that's an expression there of their concern about the



      23    comparability between the BTA options and the PPA



      24    options, and that led to the Oregon IE asking



      25    PacifiCorp to run a sensitivity case.
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�       1         Q.   Thank you.  I'm with you.



       2         A.   The next I would draw your attention to is



       3    page 63, and on that page there's some discussion of



       4    results of sensitivity.  There was a sensitivity that



       5    is written up here in which levelized -- levelized



       6    modeling was done in comparison.  In that case the



       7    results are shown to be more beneficial in this



       8    sensitivity on the to-2036 but more beneficial to the



       9    PPA on the to-2050, which is what, in fact, was



      10    discussed in the repowering docket, is what the



      11    Commission decided, was to give their preference.



      12              The second paragraph is where we learn that



      13    there's considerations of the interconnection queue



      14    coming into play and how that had an effect in



      15    ultimately limiting the number of PPA options that



      16    could be considered.  The IE's -- the Utah IE,



      17    because of this issue, actually requested an



      18    additional PPA resource to be held on to the queue --



      19    sorry -- on to the shortlist for further evaluation



      20    because they wanted to give additional opportunity



      21    for that PPA to be evaluated.  But ultimately, again,



      22    because of the interconnection issue that was



      23    rendered moot.



      24              The next page I would draw your attention



      25    to is 64.  I'm looking -- I'm counting from the
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�       1    bottom of the page to the third paragraph that begins



       2    "The IEs on the other hand express some frustration



       3    that the bid selection process ended up being limited



       4    to selection of only those projects with favorable



       5    queue positions."



       6              So, again, they have this issue; they



       7    wanted a resource on the shortlist, really rendered



       8    moot because of the favorable queue position issue.



       9    And then there's sort of a wrap-up on the issue on



      10    page 78.  And, again, keep in the back of your mind



      11    that now the IEs are aware there's little that can be



      12    done.  They are accepting the interconnection queue



      13    issue limiting the number of bids that can be



      14    evaluated; there's really not many PPAs that are on



      15    the list that could even be considered.



      16              And it may be helpful to read this whole



      17    paragraph which reads "With regard to bias the most



      18    obvious consideration is whether the process favors



      19    one type of bid over the other.  The IE was concerned



      20    that the nature of the evaluation methodology may



      21    favor BTA bids at the expense of PPAs.  The results



      22    of the initial shortlist, however, appear to prove



      23    that this was not the case since the shortlist was



      24    comprised on both the BTAs and PPAs.



      25              "We later again raised the point after
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�       1    bidders provided revised pricing to reflect the



       2    impacts of the tax bill that, since the value of the



       3    PTCs had declined, our expectation was that the PPA



       4    should have higher net benefits.



       5              "Based on the comparison of BTA and PPA



       6    proposals using the base model, a few PPA options



       7    actually did have higher net benefit values.



       8    However, these proposals were not selected to the



       9    final shortlist due to project queue position.



      10              "We also question the use of nominal values



      11    for the PTCs in calculating the portfolio evaluation



      12    results.  In addition, we question the term of the



      13    evaluation, in other words, 2017 to 2036.  Our



      14    concern was that all these factors could bias the



      15    evaluation results toward BTA options in which



      16    PacifiCorp would be project owner and the cost would



      17    be included in the rate base.



      18              "At the request of the IEs, PacifiCorp ran



      19    30-year analysis as well as assessments without using



      20    nominal dollars for PTC benefits.  The results showed



      21    the BTA and PPA for the most competitive projects to



      22    be close in value.  We feel that there is perhaps a



      23    small bias favoring BTAs based largely on the value



      24    attributed to the PTCs."



      25              So it's an expression that there is a
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�       1    concern.  The limitation of queue issue made rendered



       2    it essentially moot.  The results were fairly close.



       3    It doesn't say anything about their evaluation



       4    because they didn't conduct one of solar resources.



       5              And the same issue that exists with PPA



       6    options, the PPA wind options, also exist with the



       7    P- -- with the solar PPAs.  So that's the points that



       8    I was trying to bring across.



       9         COMMISSIONER CLARK:  Thank you.  I appreciate



      10    your efforts over the evening to answer my question.



      11         PHILIP HAYET:  My pleasure.



      12         CHAIR LEVAR:  Thank you, Mr. Hayet.



      13         PHILIP HAYET:  Thank you.



      14         MR. RUSSELL:  Chair LeVar?



      15         CHAIR LEVAR:  Yes.



      16         MR. RUSSELL:  Before we leave this topic, do we



      17    have a copy of the redacted Utah IE report in the



      18    record?  I know that we've moved to admit it.  I



      19    don't know whether -- I know that it was attached to



      20    Mr. Link's testimony, but what I've been using is his



      21    confidential testimony, but is there a redacted --



      22         CHAIR LEVAR:  As I recall, since Mr. Oliver did



      23    not have an attorney representing him, I asked him to



      24    summarize, but we never had a -- I don't recall ever



      25    having a motion to enter the redacted IE report into
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�       1    the record.  It's on our website.  It's been posted,



       2    but I don't think it's been entered into evidence.



       3         MS. MCDOWELL:  Maybe I can help here.  We, as a



       4    part of Mr. Link's final testimony -- we submitted --



       5         CHAIR LEVAR:  Oh, it was an attachment, yeah.



       6         MS. MCDOWELL:  We submitted three attachments --



       7    nonconfidential redacted --



       8         CHAIR LEVAR:  Yeah.



       9         MS. MCDOWELL:  -- confidential redacted, and



      10    highly confidential unredacted just to make sure all



      11    bases were covered.



      12         CHAIR LEVAR:  Okay.  I remember that now.



      13         MS. MCDOWELL:  It's in the record as, I think,



      14    his second exhibit.



      15         CHAIR LEVAR:  Does that satisfy your question?



      16         MR. RUSSELL:  Yeah, it is his second exhibit.  I



      17    just wanted to make sure that all forms of Mr. Link's



      18    testimony, because it is an attachment there, were



      19    accepted into the record.  Since we have two



      20    different versions with different page numbers, I



      21    think it's important.



      22         CHAIR LEVAR:  Yes.  None of that was subject to



      23    the portions that we struck from Mr. Link's



      24    testimony.



      25         MR. RUSSELL:  Right.
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�       1         CHAIR LEVAR:  Mr. Snarr?



       2         MR. SNARR:  Yes.  I'm wondering if there's no



       3    further questions of Mr. Hayet, we would like to make



       4    sure that he could be excused so he can see what's



       5    left of his week elsewhere.



       6         CHAIR LEVAR:  Sure.  If any party or



       7    commissioner has reason not to do so, indicate to me.



       8              I'm not seeing any.



       9              So thank you, Mr. Snarr and thank you,



      10    Mr. Hayet.



      11         PHILIP HAYET:  Thank you.



      12         CHAIR LEVAR:  Why don't we go to Utah Clean



      13    Energy next.



      14              Mr. Holman.



      15         MR. HOLMAN:  So we had discussed -- no?  Okay.



      16    In that case we'll call Ms. Bowman to the stand.



      17         CHAIR LEVAR:  Okay.  Thank you.



      18              Ms. Bowman, do you swear to tell the truth?



      19         KATE BOWMAN:  Yes, I do.



      20         CHAIR LEVAR:  Thank you.



      21                         KATE BOWMAN,



      22    called as a witness on behalf of Utah Clean Energy,



      23    being duly sworn, was examined and testified as



      24    follows:



      25    //
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�       1                      DIRECT EXAMINATION



       2    BY MR. HOLMAN:



       3         Q.   Good morning, Ms. Bowman.



       4         A.   Good morning.



       5         Q.   Can you please state your name and business



       6    address, please.



       7         A.   Yes.  My name is Kate Bowman.  My business



       8    address is 1014 Second Avenue, Salt Lake City 84105.



       9         Q.   And on whose behalf are you testifying



      10    today?



      11         A.   On behalf of Utah Clean Energy.



      12         Q.   And are you the same Kate Bowman that



      13    provided direct testimony on December 5, 2017;



      14    rebuttal testimony on January 16, 2018; surrebuttal



      15    on March 16, 2018; and second surrebuttal testimony



      16    on May 15, 2018 in this docket?



      17         A.   Yes, I am.



      18         Q.   If asked you the same questions today as



      19    set forth in your testimony, would your answers be



      20    the same?



      21         A.   Yes.  But I would like to make two



      22    corrections to my second surrebuttal testimony filed



      23    on May 15, 2018.  This has to do with the UCE



      24    Attachment A, Exhibit 3.  The first correction would



      25    be to my testimony on lines 307 to 308.  The numbers
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�       1    74 billion and 231 billion should read 74 million and



       2    231 million, respectively.  And the second correction



       3    is in the attachment Exhibit 3, Cell B27 should be



       4    corrected from 8762 to read 8760.  And this change



       5    doesn't result in material changes to the cells which



       6    it impacts which are referenced in my testimony.



       7    That's all.



       8         Q.   And those are the only corrections you



       9    have?



      10         A.   Yes.



      11         MR. HOLMAN:  At this time I would like to move



      12    to enter Ms. Bowman's testimony with the corrections



      13    she mentioned into the record.



      14         CHAIR LEVAR:  If any party objects to that



      15    motion, please indicate to me.



      16              I'm not seeing any objections, so the



      17    motion is granted.



      18    (Prefiled Testimony and Exhibits of K. Bowman



      19                       were received.)



      20         Q.   (BY MR. HOLMAN) Ms. Bowman, have you



      21    prepared a statement today?



      22         A.   Yes, I have.



      23         Q.   Please proceed.



      24         A.   Thank you.  Good morning, Chairman LeVar,



      25    Commissioner Clark, and Commissioner White.  I have
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�       1    prepared the following summary of my testimony filed



       2    on behalf of Utah Clean Energy.  The purpose of my



       3    testimony is to outline policy considerations



       4    relevant to the Company's application for approval of



       5    a significant energy resource decision and make



       6    recommendations.



       7              Proactive economic investments in energy



       8    resources that protect ratepayers from increases in



       9    future fuel costs and the consequences of carbon



      10    regulation are in the public interest.  The combined



      11    projects which take advantage of a limited time



      12    opportunity to use federal production tax credits,



      13    are an opportunity to invest in lower-cost resources



      14    that will provide significant long-term benefits and



      15    avoid future risks for Utah ratepayers.



      16              Utah Code Title 54, Chapter 17, Section 302



      17    guides the Commission to consider whether a resource



      18    will most likely result in the acquisition,



      19    production, and delivery of electricity at the lowest



      20    reasonable cost, which is important, but also factors



      21    including long-term and short-term impacts, risk,



      22    and, a final category, other factors determined by



      23    the Commission to be relevant when ruling whether a



      24    request for approval of a significant energy resource



      25    decision is in the public interest.
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�       1              By helping to decarbonize PacifiCorp's



       2    energy system and leveraging tax credits to acquire



       3    these tax credits more affordably for ratepayers, the



       4    combined projects will service as an important hedge



       5    against long-term costs and risks stemming from



       6    increased fuel and carbon prices.



       7              Additionally, the 30 percent federal



       8    investment tax credit creates a similar opportunity



       9    to acquire lower-cost solar resources, further



      10    mitigating long-term costs and risks for ratepayers.



      11    Several other parties agree that the solar RFP



      12    results indicate that solar projects located in Utah



      13    offer benefits to ratepayers even in conjunction with



      14    the combined projects.



      15              The investment tax credit creates an



      16    immediate opportunity to acquire solar resources at



      17    lower costs, and for this reason I ask the Commission



      18    to carefully evaluate the results of the solar RFP.



      19    The combined projects offer long-term benefits to



      20    ratepayers by providing fuel-free, carbon-free power,



      21    avoiding risks and costs associated with future fuel



      22    prices and carbon emissions.



      23              The risks and costs associated with fuel



      24    prices are asymmetrical.  While the future price of



      25    fuel is unknown, there's potential for fuel prices to
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�       1    rise much higher above the Company's forecast than



       2    there is potential for costs to fall lower than the



       3    Company's forecasts.  The combined projects will also



       4    protect customers from risks related to carbon



       5    emissions and the impacts of climate change.  Prudent



       6    decision-making requires that we understand and



       7    address the mounting costs of climate change and



       8    continued carbon emissions.



       9              Scientific consensus shows a need to



      10    drastically curtail carbon emissions in the near term



      11    to avoid costly and catastrophic impacts.  A growing



      12    number of countries including China and U.S. states



      13    have responded by implementing carbon pricing



      14    policies or mechanisms.



      15              These actions indicate that an increase in



      16    future costs associated with carbon emissions is not



      17    just possible, it is probable.  This year the Utah



      18    legislature passed HCR 7, Concurrent Resolution on



      19    Environmental and Economic Stewardship.  This bill



      20    encourages corporations and state agencies to reduce



      21    emissions and reinforces the importance of



      22    considering the risks of climate change on Utah



      23    ratepayers when evaluating PacifiCorp's proposal.



      24              The future of carbon regulation is unknown,



      25    and, once again, there's much more potential for
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�       1    carbon prices to rise above the Company's forecast



       2    than to fall below the Company's low forecast, which



       3    in fact assumes zero costs on carbon.



       4              As an example, I've used the Company's



       5    carbon price forecast and information from the



       6    Company's February 16, 2018 filing to estimate that



       7    just reverting to the Company's conservative carbon



       8    price forecasts from June 2017 as opposed to the



       9    updated carbon price forecasts filed on January 18,



      10    2018, would result in an additional 74 to 231 million



      11    in benefits to ratepayers.



      12              There's significant costs and risks



      13    associated with climate change above and beyond the



      14    future costs of carbon regulation.  The Company has



      15    not accounted for value of mitigating the climate



      16    change and its associated costs for Utahns in its



      17    analysis of the benefits of the combined projects.



      18              The status quo of continued carbon



      19    emissions will results in changes that impact



      20    electricity generation and are likely to increase



      21    costs for Utah ratepayers specifically.  Scientific



      22    research analysis predicts higher temperatures, more



      23    severe heat events, a rise in the incidence of forest



      24    fires, and disruptions in seasonal water



      25    availability.
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�       1              Continued carbon emissions will also impact



       2    the health and well-being of Utahns generally through



       3    impacts that include ground-level ozone, economic



       4    consequences, job losses, and increased droughts.



       5              The combined projects are an important step



       6    towards a low-carbon energy portfolio.  The wider



       7    lens of Utah Code Title 54, Chapter 3, Section 1



       8    includes "as a consideration for determining whether



       9    charges demanded by a public utility are just and



      10    reasonable" the impact on the well-being of the state



      11    of Utah.



      12              The combined projects are in the public



      13    interest due to their ability to provide long-term



      14    benefits, avoid risks for customers, and reduce



      15    carbon emissions, and the PTC allows our Utahns and



      16    ratepayers to realize these benefits at lower costs.



      17              In summary, Utah Clean Energy supports the



      18    combined projects with the inclusion of the Office's



      19    recommended consumer protection provisions to



      20    safeguard benefits for ratepayers.



      21              Further, we strongly encourage careful



      22    consideration of the results of the solar RFP to take



      23    advantage of time-limited opportunities to acquire



      24    solar at a reduced cost and to increase the benefits



      25    and further reduce the risks of the combined
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�       1    projects.



       2              That concludes my statement.



       3         MR. HOLMAN:  Ms. Bowman is available for



       4    cross-examination, questions from the commissioners.



       5         CHAIR LEVAR:  Okay.  Thank you.



       6              Mr. Michel, do you have any questions for



       7    Ms. Bowman?



       8         MR. MICHEL:  I don't have any questions.  Thank



       9    you, Mr.Chairman.



      10         CHAIR LEVAR:  Ms. Hickey, do you have any



      11    questions for her?



      12         MS. HICKEY:  No thank you, sir.



      13         CHAIR LEVAR:  Thank you.



      14              Ms. McDowell or Mr. Lowney?



      15         MR. LOWNEY:  The Company has no questions for



      16    Ms. Bowman.  Thank you.



      17         CHAIR LEVAR:  Okay.  Thank you.



      18              Mr. Russell, do you have any questions for



      19    Ms. Bowman?



      20         MR. RUSSELL:  I do.



      21                      CROSS-EXAMINATION



      22    BY MR. RUSSELL:



      23         Q.   Ms. Bowman, are you -- I ran across an



      24    article that was released yesterday evening that



      25    maybe you've seen and maybe you haven't, but it
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�       1    reports a Trump administration plan -- I may get this



       2    wrong -- that at least as it is in the planning



       3    stages seeks to force companies to -- to order grid



       4    operators to buy electricity from struggling coal and



       5    nuclear plants to keep those operating even if they



       6    are not economic.



       7              Have you seen that report?



       8         A.   I'm not aware of the specific report or



       9    article you're referring to.  I have seen over the



      10    course of the year a number of efforts to do



      11    generally what you've described.  There are a number



      12    of different mechanisms, and as far as I know, none



      13    of them have thus come to fruition.



      14         Q.   Yeah, and as I indicated, this is an



      15    article talking plans that are currently in rule.  I



      16    guess my question to you is, how, if at all, the



      17    reports that I'm referring and the ones that you've



      18    run across may affect your testimony?  And I will



      19    caveat that with I realize that it's difficult to



      20    answer that questions because they are just reports



      21    and we don't have specifics yet.



      22         A.   Sure.  Well, you know, I will say



      23    there's -- as far as I know, you know, while none of



      24    the kind of plans have come to fruition, and I think



      25    it demonstrates the volatility and the difficulty of
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�       1    predicting how these changes, kind of both due to the



       2    current political environment and then going forward



       3    moving beyond the next four to eight years -- the



       4    volatility of these events makes it difficult to



       5    predict and to know exactly how carbon prices or



       6    policies will be implemented in the future.  I think



       7    for that reason it's especially important to protect



       8    ratepayers from risk associated with changes in the



       9    political environment.



      10         MR. RUSSELL:  Okay.  Thank you.  I have no



      11    further questions.



      12         CHAIR LEVAR:  Thank you.



      13              Mr. Baker, do you have any questions for



      14    Ms. Bowman?



      15         MR. BAKER:  I do.  Thank you.



      16                      CROSS-EXAMINATION



      17    BY MR. BAKER:



      18         Q.   Good morning, Ms. Bowman.



      19         A.   Good morning.



      20         Q.   Just following up on that conversation or



      21    exchange you just had with Mr. Russell, is it fair to



      22    characterize that the purpose of those plans is to



      23    help -- one of the purposes of the plans is to help



      24    stabilize the grid from the fear of intermittent



      25    renewables and that traditional thermal generation
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�       1    helps provide resilience and reliability?



       2         A.   Without knowing the specific plan you're



       3    referring to -- I've seen a few different plans, and



       4    I think that purpose of the plans and the question of



       5    whether the plans will effectively achieve that



       6    purpose has been the subject of a lot of debate.



       7         Q.   So although debated, one side of that



       8    debate is the need for grid reliability; is that



       9    correct?



      10         A.   I believe the purpose of some of the plans



      11    has been stated as a need for grid reliability, but



      12    U.S. Department of Energy has also found in



      13    conjunction with one of the many variations of these



      14    plans that there is not a need for grid reliability,



      15    imminent need for grid reliability upgrades or



      16    reliability problem as described.



      17         Q.   Are you aware this year that -- or it might



      18    have been the tail end of last year that the



      19    Department of Energy had proposed a plan that FERC



      20    evaluated regarding favorable pricing for energy



      21    generators that could maintain a 90-day supply?



      22         A.   I'm generally aware of it.  I don't believe



      23    it was implemented.



      24         Q.   Correct.  And in FERC not implementing that



      25    specific plan, are you aware that they had noted that
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�       1    they were going to open the docket to study the



       2    reliability impacts and find ways to shore up the



       3    grid with thermal resources?



       4         A.   I'm not aware of the specifics of the



       5    decision.



       6         MR. BAKER:  Okay.  Thank you very much.



       7         CHAIR LEVAR:  Thank you, Mr. Baker.



       8              Mr. Snarr, do you have any questions for



       9    Ms. Bowman?



      10         MR. SNARR:  No questions this morning.



      11         CHAIR LEVAR:  Okay.  Thank you.



      12              Ms. Schmid?



      13         MS. SCHMID:  No questions.



      14         CHAIR LEVAR:  Commissioner Clark?



      15         COMMISSIONER CLARK:  Good morning, Ms. Bowman.



      16         KATE BOWMAN:  Good morning.



      17         COMMISSIONER CLARK:  You encouraged us in your



      18    summary to examine the results of the solar RFP.



      19    Were you referring to the Company's 2017S RFP?



      20         KATE BOWMAN:  Yes.



      21         COMMISSIONER CLARK:  And do you know the status



      22    of the RFP?



      23         KATE BOWMAN:  I believe it's under appeal -- oh,



      24    sorry.  The solar RFP?



      25         COMMISSIONER CLARK:  Correct.
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�       1         KATE BOWMAN:  I'm not familiar with the most



       2    recent status.



       3         COMMISSIONER CLARK:  So you wouldn't know



       4    whether or not the Company chose not to select any



       5    bids under that RFP?



       6         KATE BOWMAN:  I haven't been personally involved



       7    in tracking the status of the solar RFP, so I'm not



       8    aware.



       9         COMMISSIONER CLARK:  That concludes my



      10    questions.  Thank you.



      11         CHAIR LEVAR:  Okay.  Thank you.



      12              Commissioner White, do you have any



      13    questions?



      14         COMMISSIONER WHITE:  I have no questions.  Thank



      15    you.



      16         CHAIR LEVAR:  And I don't have anything else.



      17    So thank you for your testimony this morning,



      18    Ms. Bowman.



      19         KATE BOWMAN:  Thank you.



      20         CHAIR LEVAR:  Anything further, Mr. Holman --



      21         MR. HOLMAN:  Nothing further.



      22         CHAIR LEVAR:  -- from Utah Clean Energy?



      23         MR. HOLMAN:  Thank you.



      24         CHAIR LEVAR:  Okay.  Thank you.



      25              Mr. Russell or Mr. Baker, you're doing this
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�       1    witness jointly, I suppose.



       2         MR. RUSSELL:  We are.  UAE and UIEC will call



       3    Brad Mullins to the stand.



       4         CHAIR LEVAR:  Good morning, Mr. Mullins.  Do you



       5    swear to tell the truth?



       6         BRAD MULLINS:  Yes.



       7         CHAIR LEVAR:  Thank you.



       8                     BRADLEY G. MULLINS,



       9    called as a witness on behalf of the UAE and UIEC,



      10    being duly sworn, was examined and testified as



      11    follows:



      12                      DIRECT EXAMINATION



      13    BY MR. RUSSELL:



      14         Q.   Good morning, Mr. Mullins.  Could you state



      15    and spell your name for the record, please.



      16         A.   My name is Bradley Mullins.  Last name is



      17    spelled M-u-l-l-i-n-s.



      18         Q.   Can you tell us by whom are you employed



      19    and give us your business address, please.



      20         A.   I am a self-employed consultant.  My



      21    business address is 1750 Southwest Harbor Way,



      22    Suite 450, Portland, Oregon 97201.



      23         Q.   And on whose behalf are you testifying



      24    today?



      25         A.   I'm testifying today on behalf of the
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�       1    Utah Association of Energy Users and the Utah



       2    Industrial Energy Consumers.



       3         Q.   Did you prepare testimony that has been



       4    prefiled in this case?



       5         A.   I did.



       6         Q.   And specifically did you prepare testimony



       7    that was -- direct testimony filed on December 5th



       8    with associated exhibits, rebuttal testimony filed on



       9    December 5th of 2017, and then rebuttal testimony



      10    filed on January 16 of 2018 with an associated



      11    exhibit, and supplemental rebuttal testimony filed on



      12    April 17 of 2018 with associated exhibits?



      13         A.   Yes.



      14         Q.   Okay.  And if I asked you the same



      15    questions today that you responded to in that



      16    testimony, would your answers be the same?



      17         A.   They would.



      18         Q.   Do you have any changes to make to your



      19    testimony?



      20         A.   I do not.



      21         MR. RUSSELL:  At this point, Chairman LeVar,



      22    I'll move for the admission of Mr. Mullins's



      23    testimony.



      24         CHAIR LEVAR:  If any party objects to that



      25    motion, please indicate to me.
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�       1              I am not seeing any objection, so the



       2    motion is granted.



       3    (Prefiled Testimony and Exhibits of B. Mullins



       4                       were received.)



       5         Q.   Mr. Mullins, have you prepared a summary of



       6    your testimony?



       7         A.   I have.



       8         Q.   Before you give that, it's my understanding



       9    you haven't testified live before this Commission.



      10    If you can take -- very briefly introduce yourself to



      11    the Commissioners so they can get a better sense of



      12    who you are.



      13         A.   Okay.  So I'm a consultant.  I represent



      14    large customer groups throughout the West.  I



      15    graduated from the University of Utah, so I have some



      16    background in the area and very pleased to be here



      17    today.



      18         Q.   Okay.  Go ahead and proceed with your



      19    summary if you would.



      20         A.   Good morning, Commissioners.  As I



      21    mentioned, I appreciate the opportunity to be here



      22    today to testify and on behalf of UAE and UIEC on



      23    PacifiCorp's request for making treatment on the



      24    $1.9 billion combined wind and transmission projects.



      25              From my perspective, the most significant
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�       1    thing about PacifiCorp's proposal in this case is the



       2    parties who oppose it.  So representatives from all



       3    rate classes, large customers, the Office, the



       4    Division -- all oppose PacifiCorp's resource proposal



       5    and for a project.



       6         CHAIR LEVAR:  I usually don't interrupt.  I



       7    think you may have made a brief statement that



       8    included a confidential material.  I'll just let



       9    everyone know if we -- let's be conscious of that,



      10    and if someone does, please jump in.  I don't know



      11    there's anything that can be done about this one but



      12    just ask you to conscious of that in your summary.



      13         MR. LOWNEY:  Chairman LeVar, if I might



      14    interject, what we've kind of settled upon is we can



      15    refer to it as around $2 billion, is the current



      16    estimate, and that way we can refer to it in a



      17    nonconfidential way but get the point across.



      18         BRAD MULLINS:  Okay.  I'm sorry.



      19         MR. LOWNEY:  Thank you.



      20         BRAD MULLINS:  I thought I was working under



      21    that framework but okay.



      22              So from my perspective, the most



      23    significant thing is the parties who oppose it.  We



      24    have customers from all rate classes opposing the



      25    project.  For a project that's justified on providing
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�       1    economic benefits to customers, I think that's an



       2    important fact, and, you know, PacifiCorp may develop



       3    its own view of what the future might look like and



       4    what risks might be out there, but what it can't do



       5    is speak for customers and their risk preferences.



       6              And on behalf of large customers, we view



       7    such a significant investment to be extraordinarily



       8    risky.  Based on our analysis, we view the likelihood



       9    that the projects will provide economic benefits to



      10    customers through reduced rates is slim to none.



      11    Even in the medium case in PacifiCorp model --



      12    PacifiCorp's model, the combined projects end up



      13    costing ratepayers money over the first ten years of



      14    the study period, and I showed that in my



      15    supplemental rebuttal testimony.



      16              And if you go beyond that period, it's



      17    really anyone's guess as to what the world might look



      18    like.  If you think back ten years ago, things like



      19    the EIM, they maybe were in development or thought



      20    about, but we probably couldn't have predicted what



      21    ultimately has transpired with that.



      22              And importantly, this is not a circumstance



      23    where system reliability is at risk if the projects



      24    are not constructed.  The Wyoming wind projects are



      25    primarily energy resources, and they provide very
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�       1    little capacity relative to the amount of investment



       2    involved, and in addition, you know, we've built out



       3    PacifiCorp's system over the years to have robust



       4    access to different markets throughout the West, and



       5    doing that wasn't without cost to ratepayers.



       6              And, you know, from that, when PacifiCorp



       7    enters into front office transactions, there's no



       8    capital involved in turning those transactions.  So



       9    from that perspective front office transactions are



      10    much less risky than locking in, you know, a 30-year



      11    project at such a high price.



      12              And, further, you know, ratepayers just



      13    have no assurance that the underlying economic



      14    benefits will materialize, but in contrast,



      15    PacifiCorp has relatively high assurance that it will



      16    be able to earn returns on the investment, and so



      17    from that perspective, there's asymmetry which



      18    ratepayers view to be problematic.



      19              And, you know, in terms of risks, I won't



      20    go through all of the different risks that have been



      21    outlined in the hearing.  Previously -- I'll touch on



      22    a few.  One of them certainly is low energy prices.



      23    We're in a period where there's a lot of renewables



      24    coming online and those are driving down market



      25    prices for electricity.
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�       1              We're also in an environment where loads



       2    are declining, so we're seeing a lot of DSM.  We're



       3    seeing a lot of private generation, and then,



       4    further, we're in this transitionary period with



       5    respect to the MSP, which creates a whole range of



       6    uncertainty.



       7              So if PacifiCorp is to, in the future, move



       8    to a subscription model, the economics of these



       9    projects from a Utah perspective are going to be



      10    different than the economics from the total system,



      11    and so when you consider all of those risks, you



      12    know, it's really not an opportune time to be making



      13    such a large investment.



      14              With respect to the economic analysis, we



      15    fundamentally disagree that there are benefits even



      16    in using PacifiCorp's medium price forecast.  In my



      17    supplemental rebuttal testimony, I outlined a number



      18    of adjustments that we proposed to their model and



      19    showing the projects ended up costing customers



      20    104 million on an NPVRR basis over the 30-year study



      21    period, and that's before considering, you know, the



      22    forecasting issues that have been identified with



      23    respect to PacifiCorp's forward price curve.



      24              And in my direct testimony, I performed an



      25    empirical analysis where I took every price curve

                                                              34

�       1    that PacifiCorp has issued over the period 2007



       2    through the present to figure out how accurate



       3    PacifiCorp's price groups have been in the past



       4    because there's been a lot of speculation about, you



       5    know, "Oh, their curves are not accurate and it



       6    appears that they consistently overstate market



       7    prices."



       8              So my analysis using the actual curve



       9    PacifiCorp's issued, has issued, you know,



      10    conclusively determined that, you know, with the



      11    high -- very, very high percentage that PacifiCorp is



      12    overstating -- the curves of PacifiCorp are



      13    overstating market prices and that the overstatement



      14    is greater the further into the future that the



      15    forecast is made.



      16              And so, you know, based on that, we



      17    concluded that it's more reasonable to rely on the



      18    low price scenarios in PacifiCorp's analysis, if not,



      19    you know, going even further and adopting a scenario



      20    of even lower market prices.  And, you know, in terms



      21    of relying on the price curve, you know, this is not



      22    sort of the first time we've seen proposals similar



      23    to this.



      24              And in my direct testimony I pointed to a



      25    gas hedging contract which was executed in 2012.  It
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�       1    was a long-term gas hedge, and it was justified on



       2    similar ground as this proposal where the Commission



       3    was -- or there was a stipulation that PacifiCorp was



       4    only to proceed if the price of the hedge was better



       5    than the forward price curve, and it's turned out



       6    that that hedge has been extraordinarily costly to



       7    ratepayers and is expected over time to result in



       8    even greater losses.



       9              And so, you know, with that experience, I



      10    think ratepayers are understandably concerned about



      11    relying on PacifiCorp's price curves for an even



      12    larger, longer-term investment.



      13              And then finally, turning to



      14    competitiveness issues, you know, we're dealt with --



      15    we have an RFP that, you know, is set up in a manner



      16    that really could only lead to the selection of a



      17    very limited set of resources.  I think throughout



      18    this hearing the Commission is well aware of the



      19    issues with the interconnection queue.



      20              But I think kind of an important point from



      21    my perspective is that, you know, while PacifiCorp



      22    had the foresight to go out and acquire the low queue



      23    position resources, it didn't have similar foresight



      24    to go to FERC, for example, and seek a waiver of the



      25    serial queue requirements, which other utilities have
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�       1    done in the past.  And so this issue is obviously



       2    concerning to ratepayers.



       3              And then with respect to the solar



       4    sensitivity studies, PacifiCorp's -- its own model,



       5    as you're aware in the nominal studies in its model,



       6    showed that the best and final pricing from those



       7    solar resources produced nominal benefits that were



       8    2.5 times greater than the combined projects.



       9              And not only were the benefits greater, the



      10    risk of those projects were also significantly lower,



      11    and I point that out in my -- or I point out that in



      12    my supplemental rebuttal testimony that, unlike the



      13    combined projects, where in the low-gas price



      14    scenarios they were at cost, and for the solar



      15    resources there was a benefit in the low-gas price



      16    scenario.  So in that perspective, we viewed them to



      17    be much less risky.



      18              And then turning to this issue of "Well,



      19    maybe we could do both the wind and the solar," well,



      20    in PacifiCorp's model in the nominal studies, if --



      21    you know, after you do the solar projects, if you do



      22    the wind as well, the incremental benefit was only



      23    $11.2 million doing both.  And so, you know, at least



      24    from my perspective, undertaking a $2 billion



      25    investment for potentially $11 million of benefit is
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�       1    not a prudent course of action.



       2              So, you know, in summary, I would just like



       3    to observe that, you know, this is a case where we're



       4    dealing with really wide ranges of outcomes, and



       5    unlike a rate case, there's no single revenue



       6    requirement benefit or cost that the Commission has



       7    to settle by going through each adjustment in order



       8    to make sure that the utility is adequately



       9    compensated.



      10              You know, rather with such a wide range of



      11    possible outcomes, it really ends up being just a



      12    matter of opinion as to what the future might bring,



      13    and where we're dealing with ratepayer benefits or



      14    costs, at least I believe, the ratepayer opinions



      15    should carry the most weight.



      16              And with that I'll conclude my summary, and



      17    I look forward to questions from the Commission.



      18    Thank you.



      19         MR. LOWNEY:  Mr. Chair, before we move on to



      20    cross-examination, I do have a motion to strike a



      21    portion of Mr. Mullins's summary.  He referenced a



      22    FERC case and implicated that the Company could have



      23    somehow asked for a waiver of its interconnection



      24    queue position, and my recollection is that FERC case



      25    is not addressed in his testimony.
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�       1         CHAIR LEVAR:  Mr. Mullins or one of your



       2    counsel, if you could point to where that is in your



       3    testimony, that would help us address the motion.



       4         MR. RUSSELL:  I think I'll let Mr. Mullins



       5    respond.



       6         CHAIR LEVAR:  If you need a moment, we'll wait.



       7    If a brief recess would help --



       8         BRAD MULLINS:  I should be able to find it



       9    quickly.



      10         CHAIR LEVAR:  I think it's an important enough



      11    issue that it's worth taking a little time to see if



      12    it's there.



      13         MR. RUSSELL:  Do you have it, Brad?



      14         BRAD MULLINS:  Right.  So on page 14 of my



      15    supplement rebuttal testimony, I say that I was under



      16    the impression or -- sorry -- I was under the



      17    impression that the Company would be able to --



      18         CHAIR LEVAR:  Give us a moment to get to



      19    page 14.  Do you have line numbers?



      20         BRAD MULLINS:  Okay.  And then on lines --



      21         CHAIR LEVAR:  I see.  Where you are.



      22         BRAD MULLINS:  -- 283 to -- I guess through 289



      23    I discuss that, you know, how the Company might be



      24    able to equalize or mitigate the bidding advantage of



      25    higher queue position resources.  And that's what I
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�       1    was referring to there.  You know, I obviously didn't



       2    discuss a waiver there, so I'll leave that to the



       3    Commission to decide whether that exceeds this



       4    particular paragraph.



       5         CHAIR LEVAR:  With that clarification,



       6    Mr. Russell, do you want to respond to the motion?



       7         MR. RUSSELL:  Yeah, just very briefly having



       8    skimmed the section that Mr. Mullins is referring, I



       9    think his summary touches on -- the testimony that he



      10    just referred to touches on the same topic that his



      11    summary included.  While he did clarify that his



      12    summary included something of, I guess, a flourish



      13    about what PacifiCorp could have done with that that



      14    isn't specifically in his testimony, I think that's



      15    what summaries are for but -- I guess that's how I'll



      16    respond.



      17         MR. LOWNEY:  If I may clarify, the language in



      18    particular I believe that goes beyond the scope of



      19    his testimony is the reference to some unidentified



      20    FERC case that provides authority for the information



      21    that's included in this testimony.  That was nowhere



      22    cited in this testimony, and for him to reference --



      23    suggest in his summary today that there's FERC



      24    authority supporting his position is outside the



      25    scope of his testimony.

                                                              40

�       1         MR. RUSSELL:  I think maybe Mr. Lowney has



       2    misunderstood the statement in the summary.  As I



       3    understood it, Mr. Mullins had indicated that the



       4    Company did not go to FERC to seek the waiver that



       5    he's referencing.  He didn't indicate that FERC had



       6    granted some waiver or, you know, issued some ruling



       7    somewhere.



       8         CHAIR LEVAR:  I did hear him say other utilities



       9    have sought that waiver.  I didn't hear whether he



      10    said other utilities have been successful in seeking



      11    that waiver.  As I'm considering this objection, I



      12    think I'm inclined to strike any references to the



      13    existence of a FERC waiver.  So I think it's



      14    appropriate to strike those from the record.



      15              Obviously, they are not stricken from some



      16    of our memories, and that question, I think, is



      17    possibly likely to come up during closing arguments



      18    whether there is such a waiver that is potential and



      19    what standards might exist.  I certainly think I



      20    might be likely to ask about that during closing



      21    arguments just for what it's worth.



      22              But I think for purposes of this summary,



      23    the motion to strike is appropriate, so it's granted.



      24         MR. RUSSELL:  Okay.  We will make Mr. Mullins



      25    available for cross-examination and commission
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�       1    questions.



       2         CHAIR LEVAR:  Okay.  Mr. Snarr, do you any



       3    questions for Mr. Mullins?



       4         MR. SNARR:  No questions?



       5         CHAIR LEVAR:  Ms. Schmid?



       6         MS. SCHMID:  No questions.  Thank you.



       7         CHAIR LEVAR:  Ms. Hickey?



       8         MS. HICKEY:  No.  Thank you.



       9         CHAIR LEVAR:  Mr. Holman.



      10         MR. HOLMAN:  No questions.  Thank you.



      11         CHAIR LEVAR:  Mr. Michel.



      12         MR. MICHEL:  Thank you, Mr.Chairman, just one



      13    question.



      14                      CROSS-EXAMINATION



      15    BY MR. MICHEL:



      16         Q.   Mr. Mullins, in your summary you referenced



      17    the option of the consumer advocates in this case as



      18    justification for rejecting the proposed combined



      19    projects.



      20              Are you aware that in other PacifiCorp



      21    jurisdictions consumer advocates have supported these



      22    projects?



      23         A.   So I guess there's -- there are some



      24    examples of that, so in Wyoming there's obviously a



      25    stipulation that was entered into, and the consumer
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�       1    groups in that state, they accepted PacifiCorp's



       2    proposal, but I would note that, being that these



       3    wind resources are actually located in Wyoming, that



       4    those customers have different interests than the



       5    customers in this state.



       6              Because they are being built in Wyoming,



       7    there's an expectation that they will bring a lots of



       8    jobs; there will be taxes on the generation output;



       9    there will be property taxes.  And so there



      10    definitely are different considerations there, and



      11    then there's also the case in Idaho, which I was



      12    involved in, and the staff entered into a stipulation



      13    with the Company where they agreed to a CPCN but they



      14    did not -- there were still some issues outstanding.



      15              However, specifically a cost cap was not



      16    addressed in stipulation and staff litigated that



      17    particular issue.  However, the other ratepayers



      18    groups -- the industrials and the irrigators -- were



      19    all opposed to the stipulation and to PacifiCorp's



      20    proposal.  And that case is fully litigated and they



      21    are expecting an order in that case, I think, within



      22    the next two months -- or I guess they don't a have a



      23    deadline in that case, but there will be an order at



      24    some point in that case.



      25         Q.   Do you know for a fact -- do you know for a
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�       1    fact that the location of the project in Wyoming was



       2    the basis for the consumer advocate support of the



       3    project?



       4         A.   You know, I couldn't speak specifically to



       5    why the consumer advocates in Wyoming supported the



       6    project.



       7         MR. MICHEL:  Okay.  Thank you.  That's all I



       8    have.  Thank you, Mr. Mullins.



       9         CHAIR LEVAR:  Okay.  Thank you.



      10              Ms. McDowell or Mr. Lowney.



      11         MR. LOWNEY:  Thank you.  Before we get started,



      12    I'll have Ms. McDowell circulate the



      13    cross-examination exhibits we intend to use.



      14                      CROSS-EXAMINATION



      15    BY MR. LOWNEY:



      16         Q.   Good morning, Mr. Mullins.



      17         A.   Good morning.



      18         Q.   If you could turn to your direct testimony



      19    on page 5, please.  I have some questions about the



      20    transmission projects to start.



      21         A.   Did you say page 4 or 14?



      22         Q.   Page 5.



      23         A.   Okay.



      24         Q.   And at the very top of that page you



      25    acknowledge that the transmission projects include
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�       1    Subsegment D2 of the Energy Gateway Project.  Do you



       2    see that?



       3         A.   Correct.



       4         Q.   Little bit further down on that page, you



       5    refer to the fact that other parts of the Energy



       6    Gateway Project have been constructed.  Do you see



       7    that?  You refer specifically on line 11 to the



       8    Populus to Terminal and Sigurd to Red Butte lines.



       9         A.   Yes.



      10         Q.   And on line 12 you say "Both were expensive



      11    and controversial."  Do you see that?



      12         A.   Yes.



      13         Q.   And the only citation for that statement is



      14    a case in Idaho; is that right?  You didn't cite



      15    anything from Utah indicating that those projects



      16    were controversial in this state?



      17         A.   I did not.



      18         Q.   And would you agree that they weren't in



      19    fact controversial in the state of Utah?



      20         A.   I haven't reviewed the specific cases in



      21    Utah on those.



      22         Q.   Okay.  Well, let's do a quick review.  If



      23    you could turn to RMP Cross-Exhibit 23, please.  This



      24    is the Public Service Commission's Order in Docket



      25    12-035-97, and this was a case where the Company
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�       1    requested CPN for the Sigurd to Red Butte line, and



       2    I'll read from the synopsis on the front page.



       3              It says, "The Commission approves an



       4    uncontested settlement stipulation and issues a



       5    certificate of public convenience and necessity,



       6    authorizing construction of the Sigurd-Red Butte



       7    No. 2 345 kV transmission line."



       8              Do you see that?



       9         A.   I do.



      10         Q.   And then if you could turn to



      11    Cross-Exhibit 24, this is the Report and Order from



      12    Docket 13-035-184.  This is the Company's 2014



      13    general rate case.  And at the front the first line



      14    of the synopsis says, "The Commission approves a



      15    comprehensive, multi-year, uncontested settlement



      16    stipulation."



      17              And then if you could turn to page -- I did



      18    not include the entire order.  It's quite voluminous,



      19    but page four of the settlement stipulation which was



      20    attached to that order.  Paragraph one says, "The



      21    Parties agree that the Sigurd to Red Butte



      22    transmission line investment is prudent and cost



      23    recovery will occur in Step 2 rate change."



      24              Do you see that?



      25         A.   I do.
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�       1         Q.   So, collectively, at least with the regard



       2    with the Sigurd to Red Butte line, there was no



       3    controversy involving either the CPCN or rate



       4    recovery in Utah, was there?



       5         A.   I would observe the mere fact there's a



       6    stipulation doesn't mean there wasn't controversy



       7    surrounding the investment, so -- but, you know, I



       8    haven't gone through the record in these cases to see



       9    what issues parties have raised.



      10              But I do know the case in Idaho certainly



      11    was very controversial, and within the IRP context,



      12    the Gateway proposal, since its inception, has



      13    been -- I can represent that it has been very



      14    controversial, that, you know, parties have -- a lot



      15    of parties have raised questions with it.



      16         Q.   Mr. Mullins, I'm going to draw you back to



      17    Cross-Exhibit 25, and let's talk a little bit about



      18    the Populus to Terminal line, which you also



      19    specifically cite as a controversial line, again,



      20    though, not in the state of Utah.



      21              So Exhibit 25 is the Commission's order



      22    from Docket 08-035-42.  This is the Order granting a



      23    CPCN for the Populus to Terminal line.



      24              Do you see that?



      25         A.   Okay.
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�       1         Q.   And if you turn to page two of that order,



       2    it indicates that "position statements or comments



       3    were submitted" -- I should be a little clear.



       4    Page two, the first full paragraph that begins with



       5    the statement "By our Scheduling Order," and about



       6    halfway down, there's a sentence that begins



       7    "Pursuant to the Scheduling Order, testimony,



       8    position statements or comments were submitted by the



       9    Division of Public Utilities, the Committee of



      10    Consumer Services, and WRA."



      11              Do you see that?



      12         A.   I do.



      13         Q.   And then on the next page, page three,



      14    about the fifth line down by my count, it says, "The



      15    Committee concludes that the factual support for the



      16    assumptions upon which Rocky Mountain Power bases its



      17    claim that these transmission facilities will serve



      18    the public convenience and necessity, while minimal,



      19    is legally sufficient to support the certificate."



      20              Do you see that?



      21         A.   I see it.



      22         Q.   And the next paragraph describes the



      23    Division's position, and it states that the Division



      24    believes that the facilities -- excuse me -- that it



      25    concludes it supports RMP's decision to build a
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�       1    transmission line.  Do you see that?



       2         A.   I see it.



       3         Q.   And then on page four it says, "WRA



       4    specifically notes it does not oppose the



       5    Transmission Line," at the very top second line;



       6    right?



       7         A.   Sorry.  What page was that?



       8         Q.   Page four.  I believe very top, the second



       9    sentence.



      10         A.   I see that line.



      11         Q.   All right.  So, again, the CPCN for the



      12    Populus to Terminal in Utah at least was not very



      13    controversial, was it?



      14         A.   Well, once again, I wasn't involved in this



      15    docket, and I can't speak to all the issues that were



      16    raised in this docket because I --



      17         Q.   I understand that.  I note that your --



      18         A.   Hold on.



      19         Q.   -- testimony --



      20         A.   So I do -- you know, as I'm kind of reading



      21    through, I do -- it looks like there are other issues



      22    that were raised in this docket, and so, you know, to



      23    say that it's not controversial on the basis of this



      24    order, I wouldn't agree with that.



      25         Q.   And just to be clear, you made the
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�       1    statement that both were expensive and controversial



       2    with apparently not investigating any of these orders



       3    in Utah, didn't you?



       4         A.   I did not investigate this order.  Correct.



       5         Q.   Let's move on.  If you could turn to page



       6    eight of your direct testimony.



       7         A.   Okay.



       8         Q.   Now, at the top of that page, beginning on



       9    Line 1, you state "The analysis" -- you're referring



      10    to the Company's analysis -- "suggested there was a



      11    $530 million range of potential outcomes."



      12              Do you see that?



      13         A.   I do.



      14         Q.   Just to be clear, those numbers that you're



      15    referencing on Line 2 are from the Company's economic



      16    studies using the IRP models through 2036; is that



      17    right?



      18         A.   So these would have been based off of the



      19    analysis in PacifiCorp's direct testimony.  So, yeah,



      20    so there was no nominal revenue requirements



      21    presented in that testimony, and I believe it was a



      22    shorter time frame.  Correct.



      23         Q.   Well, you cite to Mr. Link's Table 2



      24    testimony, which you're correct was the 2036 study.



      25    I do just want to clarify, there was a nominal
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�       1    revenue requirement in the direct case.  You don't



       2    recall that?



       3         A.   I don't think it's the same nominal written



       4    requirement study that was presented in the second



       5    case, but that's -- subject to check I'll accept



       6    that.



       7         Q.   Okay.  Thank you.  And that wasn't the



       8    point of my question anyway.  I just wanted to make



       9    sure the record was clear on that point.



      10              If you could turn to page 30 of your direct



      11    testimony.



      12         A.   Okay.



      13         Q.   And on Line 9 of that page, you also,



      14    again, reference the 20-year study period that was



      15    used in the Company's direct case.  Do you see that?



      16         A.   I do.



      17         Q.   All right.  If we could turn to page 37 of



      18    your direct testimony, and I'd like to direct your



      19    attention to Confidential Table 2, although I'm not



      20    intending to asking you anything confidential.  I



      21    just want you to confirm for me, please, that the



      22    numbers that you were using in that table to



      23    calculate your adjustments were taken off of the



      24    20-year studies; correct?



      25         A.   Right.  So I guess the -- I guess --
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�       1         Q.   Mr. Mullins, I just want to confirm the



       2    time period you're using here.  I'm not asking about



       3    any of the particular adjustments.  I just want to



       4    make sure you're using the 20-year studies that were



       5    used in the IRP models.



       6         A.   Yes.  And I would like to explain why I



       7    used those studies, which I think is appropriate.  So



       8    the -- right.  So in the initial filing, PacifiCorp



       9    had, I guess, different levelization assumptions than



      10    in its supplemental filings.  I think the Commission



      11    is aware, so it changed the way it treated PTCs.



      12    There were terminal value amounts added in.  And so



      13    that's why I relied on those particular studies here.



      14         Q.   So you relied on the 20-year studies in



      15    December because in January the Company changed its



      16    modeling?  I mean, let's just be clear, your reliance



      17    on the 20-year studies predated any change in the



      18    modeling that occurred in January; correct?



      19         A.   Right.



      20         Q.   You were presented with two different



      21    studies, 30-year and 20-year.  You chose to rely on



      22    the 20-year.



      23         A.   I did rely on the 20-year in this case.



      24         Q.   If you could turn, please, to page 42 of



      25    your direct testimony, and on lines 11 to 12 -- I
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�       1    guess it begins on line 9 through 12 -- you have a



       2    statement, and the footnote to support that statement



       3    refers to testimony that was filed by Mr. Knudsen --



       4    I may be mispronouncing that name.  Mr. Knudsen in



       5    the RFP docket.  Do you see that?



       6         A.   I do.



       7         Q.   Isn't it also true Mr. Knudsen testified in



       8    that same docket that the 20-year evaluation horizon



       9    was the horizon used in the IRP and that's the only



      10    appropriate or comparable evaluation horizon?



      11         A.   So I can't speak to what he would have



      12    testified to.  The specific thing that I'm talking



      13    about here is the assumption about reduced line



      14    losses, so PacifiCorp included an assumption where,



      15    you know, it assumed that line losses would be



      16    reduced as a result of the wind generation and the



      17    transmission line.  And, given that those projects



      18    are so far away from load centers, at least my



      19    understanding of what the analysis, what Mr. Knudsen



      20    did, he demonstrated that it wouldn't reduce line



      21    losses and that, in fact, it would result in higher



      22    line losses.



      23         Q.   Well, and if you turn to



      24    RMP Cross-Exhibit 27 -- that's a brief excerpt from



      25    the same testimony you rely on for your testimony.  I
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�       1    would like to direct your attention to page 18 of the



       2    testimony.  Again, this is just an excerpt, but lines



       3    373 to 375 is the statement that I just quoted.



       4              And Mr. Knudsen, just to be clear, was a



       5    UAE witness in that docket; correct?  And he



       6    testified that the IRP horizon is the only



       7    "appropriate or comparable evaluation horizon" for



       8    studying these projects?



       9         A.   Right.  So I see he's testified to that



      10    here.  So I think there might be some confusion about



      11    sort of the time horizon and the study assumptions.



      12    So the issue from my perspective is the use -- the



      13    levelized analysis that PacifiCorp performed, not the



      14    time period that they performed it over.



      15              And, in fact, I would support using a



      16    shorter time frame to analyze economic benefits so



      17    long as it was analyzed in, I think, a nominal basis



      18    based on the actual impacts to ratepayers.  And if we



      19    were -- if you're to do that, I think even in



      20    PacifiCorp's analysis, the benefits drop materially.



      21         Q.   Mr. Mullins, if I could direct your



      22    attention, please, to RMP Cross-Exhibit 22.



      23         A.   Okay.



      24         Q.   And these are comments that you filed with



      25    the Public Utilities Commission of Oregon in
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�       1    January of 2017 in Portland General Electric



       2    company's IRP docket; is that correct?



       3         A.   Correct.



       4         Q.   And if you could just turn to page 12 of



       5    those comments, please.



       6         A.   Okay.



       7         Q.   At the very top of these comments there's a



       8    heading of No. 3 that says "A 34-year Planning Period



       9    is Too Long," and then further down on that same page



      10    your comments indicate that "PGE's IRP" -- that your



      11    analysis of PGE's IRP was limited to 20 years because



      12    a 34-year planning period is, quote, "too long and



      13    puts too much weight on speculative assumption about



      14    distant future conditions."  Correct?



      15         A.   Correct.



      16         Q.   And then you also testified that a longer



      17    study period may provide, quote, "some useful



      18    information, but modeling portfolio performance that



      19    far into the future is problematic."  Correct?



      20         A.   So this is -- it's not testimony so --



      21         Q.   I'm sorry.  Your comments.



      22         A.   I commented that, yes.



      23         Q.   They weren't sworn statements.  And you



      24    also supplied comments that "Forecasting conditions



      25    far into the future is inherently speculative."
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�       1         A.   I did.



       2         Q.   And then you say "For purposes of making



       3    resources decisions today, a twenty-year planning



       4    period is sufficient to make informed resource



       5    decisions."  Is that correct?



       6         A.   Yep.



       7         Q.   And you would agree that over the 20-year



       8    IRP planning horizon that you used exclusively in



       9    your direct testimony and that you use exclusively in



      10    PGE's 2016 IRP, the combined projects provide net



      11    benefits in every single price policy scenario;



      12    correct?



      13         A.   Right.  So I think we're once again, kind



      14    of conflating the issue of the study period and the



      15    use of the levelization techniques that PacifiCorp



      16    used in its supplemental direct testimony.  So, you



      17    know, I didn't agree with the way that PTCs were



      18    being levelized, and while -- you know, the idea of a



      19    terminal value, I didn't necessarily disagree with



      20    that, my view is if you're to view these projects --



      21    if you're to analyze the economics of these projects,



      22    the best way to do it is on a nominal basis.



      23              You know, the reason why these levelized



      24    studies are used usually is -- it's really a modeling



      25    issue because it's hard to compare resources that
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�       1    have different lives, and so what you do is you



       2    levelize the costs so you can assign a cost per year



       3    to those resources, but where you have -- and then



       4    compare them to the cost per year of other resources.



       5              But where you have a discrete resource, at



       6    least my view is that the nominal approach is better,



       7    and I just observe that these studies here were



       8    performed on a nominal basis, and while I advocated



       9    for a shorter period -- and, in fact, I even said



      10    they should look it over a ten-year period here -- it



      11    would still be a nominal analysis.



      12              And if you were to look at PacifiCorp's



      13    study over a ten-year period, as I mentioned in my



      14    opening remarks, that would actually be a cost to



      15    customers even using all of PacifiCorp's assumptions.



      16         Q.   And just one quick question on that



      17    statement you just made -- little bit out of my order



      18    here, when you refer to the first ten years, you're



      19    referring to the period from 2017 to 2027; correct?



      20         A.   I think it was 2018 through 2027.



      21         Q.   And that's not the first ten years of



      22    project lives, is it?



      23         A.   Right, yeah, because the -- because the net



      24    present value was calculated back to 2017, the study



      25    period actually begins in 2018.  So if you look at
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�       1    the first ten years -- so the first three years



       2    there's not much activity, so that's a point taken.



       3         Q.   If you look at the first ten years of the



       4    actual project lives, so 2000 -- the study through



       5    2030, you would agree there actually are net benefits



       6    to customers; correct?



       7         A.   I could do that calculation, but probably



       8    not on the stand.  It would probably be pretty close



       9    to --



      10         Q.   It's actually fairly easy to do.  We can do



      11    it right now.  If you could turn to your testimony



      12    please, where you quote that number for 2027.



      13          CHAIR LEVAR:  Mr. Lowney, could you, for our



      14    recollection, remind us where we are in his



      15    testimony.



      16         MR. LOWNEY:  It would be on page -- this would



      17    be the April testimony, and this would be on page



      18    six, Figure 1.



      19         Q.   And when you calculate through 2027 in the



      20    medium gas case, Mr. Mullins, you calculated net cost



      21    of $77 million.  Do you see that?



      22         A.   I do.



      23         Q.   If you look at Mr. Link's second



      24    supplemental direct testimony on page 20, he has a



      25    Figure 1SS that indicates the annual revenue
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�       1    requirement amounts for each of the years.



       2         A.   I don't have that in front of me.



       3         Q.   Okay.  Perhaps your counsel could provide



       4    you with a sheet or I could just represent to you



       5    that the numbers on this figure for 2008 is



       6    $56 million for 2000- -- these are net benefits, I



       7    should say, $56 million.



       8         A.   That's present value or --



       9         Q.   Present value.



      10         CHAIR LEVAR:  Could you give us specifically



      11    where -- which exhibit to which testimony.



      12         MR. LOWNEY:  I'm sorry.  It's Mr. Link's page 20



      13    of his second supplemental direct testimony.  That



      14    was in February.



      15         Q.   So 56 million in 2028, 85 million in 2029,



      16    and 91 million in 2030.



      17         A.   Okay.



      18         Q.   And so if you had --



      19         MR. RUSSELL:  Can I have counsel repeat that.



      20    I'm trying to check it.  I'm a little behind in



      21    getting to the testimony here.



      22         MR. LOWNEY:  So it's 56 million in '28,



      23    85 million in '29, and 91 million in '30.



      24         Q.   And if you add those two numbers up and



      25    subtract 77, it's greater than -- it provides a net
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�       1    benefit; correct?



       2         A.   Fair enough.  Fair enough.  I just observed



       3    that -- well, yeah, point taken so --



       4         Q.   Now, I'd like to move on to talk about your



       5    gas price forecast testimony.  So if we could just



       6    turn, please, to your supplemental rebuttal



       7    testimony.  This would be the April 17 testimony,



       8    page 26.  And that would be Table 1 at the top of



       9    that page.  Do you see that?



      10         A.   I do.



      11         Q.   And this summarizes your -- the proposed



      12    modeling adjustments that you recommend to the



      13    Company's results; correct?



      14         A.   Correct.



      15         Q.   And one of the adjustments you make is



      16    based on the approximate impact of the declining



      17    market prices.  Do you see that?



      18         A.   I do.



      19         Q.   And that's an $88 million adjustment --



      20         A.   Correct.



      21         Q.   -- one of your larger ones; correct?



      22              And if you could turn to -- I guess it's



      23    page 28 on line 566.



      24         A.   Okay.



      25         Q.   You make reference to the fact the Company
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�       1    has received more recent third-party forecasts.  Do



       2    you see that?



       3         A.   I do.



       4         Q.   And then we're going to tread on



       5    confidential material.  My hope is we can avoid



       6    having to close the session, but obviously if you



       7    need to go to confidential to answer one of my



       8    questions, we can make that happen.



       9              And you refer to the fact that there's a



      10    forecast that was received, and the particular name



      11    of the forecast is confidential so I won't say that.



      12              And then you chart the results of that



      13    additional forward price curve relative to the



      14    Company's medium and low case from the December



      15    official forward price curve; is that correct?



      16         A.   Correct.



      17         Q.   You claim that based on that updated



      18    third-party forecast that gas prices have actually



      19    decreased; correct?



      20         A.   Correct.



      21         Q.   And just to be clear, you reference the



      22    fact the Company provide this to you as part of



      23    UAE DR 5.18, but you didn't actually attach the



      24    substantive data from that response to your



      25    testimony, did you?
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�       1         A.   I did not attach the data which is in



       2    Cross-Exhibit 30; correct.



       3         Q.   Let's turn our attention to



       4    Cross-Exhibit "33," particularly page two, which is



       5    the material you didn't attach to your testimony.



       6    Again, this is confidential so I'm going to try to



       7    not have to say anything confidential by referring to



       8    the line and columns as necessary.



       9         CHAIR LEVAR:  I think you meant to say



      10    Exhibit 30 instead of 33.



      11         MR. LOWNEY:  Yeah.  That's correct.  Exhibit 30.



      12    My apologies.



      13         Q.   Just to be clear, the curve that you



      14    reported in your Confidential Figure 3, it appears



      15    anyway, is that the gas prices are reflected in



      16    Column M; is that correct?



      17         A.   Well, I thought I used Column H.



      18    However --



      19         Q.   And I'm just going from the name you put in



      20    your testimony as well just kind of eyeballing the



      21    numbers that are reflected in the table to the lines



      22    that appear on your chart.



      23         A.   Yeah, I think they are pretty close.



      24         Q.   It may be a distinction without difference



      25    in a lot of ways.
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�       1         A.   Right, right.



       2         Q.   Either way you did either M or H?



       3         A.   Right.  My understanding was these were the



       4    most recent of these in this sheet.



       5         Q.   And just to be clear, the Company also



       6    provided third-party forecasts that are reflected in



       7    Columns B, C, D, and E as well; correct?



       8         A.   Correct.



       9         Q.   And you didn't report any of those results



      10    in your Confidential Figure 3?



      11         A.   No.



      12         Q.   And if we look at Column D, this would be a



      13    Henry Hub forecast, which is also the forecast you



      14    used in your Confidential Figure 3; correct?



      15         A.   Correct.



      16         Q.   And just looking at the Confidential



      17    Figure 3 relative to the numbers that are shown in



      18    Column D, without divulging a particular number, you



      19    would agree that the numbers in Column D are



      20    generally higher than the Company's December 2017



      21    medium curve that you reflected in the Confidential



      22    Figure 3; right?



      23         A.   They are certainly higher.  So kind of --



      24    when I reviewed this, raised a number of questions to



      25    me about how PacifiCorp selects between these

                                                              63

�       1    different curves.  And, you know, as we see, if you



       2    select one or the other, that can flip the economics.



       3              And so, you know, I did select that one,



       4    and I recognize that the curve in Column D is higher,



       5    but I think it gets back to the general point that,



       6    you know, really it's just -- when you go that far



       7    out, it's a just a matter of opinion as to what



       8    prices might be.



       9         Q.   Well, so just to clarify, you were aware



      10    that column -- that that forecast reflected in



      11    Column D, which the date is at the top of that in



      12    Cell D2 -- you were aware that that actually



      13    contradicted what you wrote in your testimony and you



      14    just chose to ignore.  Is that what I'm



      15    understanding?



      16         A.   Right.  So my understanding was that the



      17    S&P -- sorry -- strike that.  The amounts in Column H



      18    were the most recent, and so that's why I selected



      19    that amount.  During this time period there were --



      20    there had been a lot of dramatic changes in gas



      21    markets, particularly in the forward period, so



      22    traditionally gas prices are up-sloping but towards



      23    the tail end of last year, gas prices went into



      24    backwardation, which means the current spot price is



      25    actually higher than the forward price that you can
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�       1    transact at one or two years into the future.



       2              And so that's basically the market saying



       3    that it thinks that gas prices are going to fall, and



       4    so, you know, picking the most recent, in my mind,



       5    was important.



       6         Q.   Just to be clear, though, if you had picked



       7    the forecast shown in Column D, your conclusion would



       8    have been that market prices were actually



       9    increasing; right?



      10         A.   I think it was -- you know, I haven't done



      11    that comparison, but I think Column D is fairly close



      12    to the December curve, but I think it just goes to



      13    show what a large impact that these price curve



      14    assumptions can have.



      15         Q.   And just going back to the Columns M, N, O,



      16    and P, and each of these columns, the particular



      17    forecast or third-party forecaster provided a



      18    reference, a low and a high case as well as an



      19    expected value; correct?



      20         A.   I see that.



      21         Q.   And isn't it true, based on the percentages



      22    found on at the top of each column, that this



      23    particular forecaster weighted the reference and high



      24    case more than the low case; correct?



      25         A.   So I couldn't speak as to what those
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�       1    percentages are.  If that's what those are intended



       2    to represent, then yes, but I couldn't say what those



       3    are intended to represent.



       4         Q.   Well, if I represent to you that the



       5    expected value column is simply each of those



       6    percentages multiplied by the figure in the



       7    appropriate column and then added together, they just



       8    did a weighting based on those percentages --



       9         A.   Fair enough.



      10         Q.   -- and that's the expected --



      11         A.   Yeah.



      12         Q.   And just to be clear then, the expected



      13    value column in Column P is also higher than the



      14    numbers you reported in your Confidential Figure 3;



      15    correct?



      16         A.   Those numbers are higher.  As we mentioned



      17    earlier, the reference case in that forecast is



      18    similar to what is in Column H.



      19         Q.   Just one moment.



      20              Mr. Mullins, let's move on for a moment



      21    anyway.  Now, you would agree that the Company's



      22    economic analysis in this case does not include any



      23    value for Renewable Energy Credits, or RECs; correct?



      24         A.   That's correct.



      25         Q.   And Mr. Link's testimony, in his second

                                                              66

�       1    supplemental testimony filed in February, indicated



       2    that through 2050 for every dollar of RECs



       3    included -- for every dollar assigned to RECs, it



       4    represented an additional customer benefit of



       5    $43 million.  Is that your recollection of the



       6    testimony?



       7         A.   It sounds like Mr. Link's testimony.



       8         Q.   All right.  If I could have you turn back,



       9    please, to those PGE comments that you filed.  This



      10    would be RMP Cross-Exhibit 22 and page 15 of that



      11    case.  And at the top of that page you testified in



      12    the very first -- it's an incomplete paragraph, but



      13    the very first paragraph at the top of the page, that



      14    for purposes of analyzing PGE's portfolio, you



      15    assumed that the Company could acquire RECs at a



      16    nominal levelized price of $10 per megawatt hour;



      17    correct?



      18         A.   So I'll provide an answer, but I would like



      19    to explain, if that's okay.



      20         Q.   You will have an opportunity.  I just want



      21    to get the groundwork here that your comments here



      22    assumed a $10 per REC price; correct?



      23         A.   So, yeah, right, so this analysis -- yes, I



      24    assumed a $10 REC price.  So to provide some



      25    background on what this analysis was, was a case
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�       1    where the issue at hand was whether PGE should go out



       2    and acquire unbundled RECs to fulfill its RPS



       3    requirements or whether it should build a physical



       4    generation resource.



       5              And so, you know, in doing that analysis



       6    there's a lot of uncertainty about what REC prices



       7    will be, and so for purposes of, you know,



       8    demonstrating that it's much more beneficial to use



       9    unbundled RECs, we assumed a very high REC value and



      10    showed that even if you assume $10 per nominal



      11    megawatt hour for RECs, that it's still -- you're



      12    still better off to use RECs rather than build a new



      13    resource.



      14              And, in fact, the price per REC could go up



      15    to $32.75 per megawatt hour before building a



      16    physical resource in this case made more sense.  Now,



      17    the question in this case is whether it makes sense



      18    to assume any sort of REC price when evaluating the



      19    economics of the combined projects, and I agree with



      20    Mr. Link that it's not appropriate.



      21              You know, as we've seen, the prices for



      22    RECs -- the market for RECs has basically evaporated.



      23    Prices are very low, and utilities are having



      24    problems even marketing the RECs that they are



      25    generating, so I agree with the Company's assumption
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�       1    there.



       2         Q.   Just to be clear, if you assign a $10 per



       3    REC price to the $43 million figure in Mr. Link's



       4    testimony, that would increase the net benefits of



       5    everyone of those scenarios through 2050 by



       6    $430 million; correct?



       7         A.   I haven't done the math on that, but if you



       8    were to assume such a high REC value, certainly it



       9    would produce a lot of dollars.



      10         Q.   By "such a high REC value," you mean the



      11    value you assumed when you were analyzing another



      12    utility's IRP at the beginning of 2017; correct?



      13         A.   For the purposes that I just described.



      14         Q.   If you could turn to your supplemental



      15    rebuttal testimony, this is your April testimony on



      16    page 30, please.



      17         A.   Okay.



      18         Q.   And just to lay some background here, the



      19    Company assumed that 12 percent of the cost of the



      20    transmission projects would be recovered through



      21    third-party transmission revenues; is that correct?



      22         A.   Correct.



      23         Q.   And that 12 percent assumption results in



      24    an incremental transmission revenue of about



      25    $72 million; right?
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�       1         A.   Could you repeat that.



       2         Q.   That assumption of a -- 12 percent of the



       3    cost would be recovered from third-party transmission



       4    customers results in an incremental transmission



       5    revenue of $72 million on a net present value basis?



       6         A.   So I don't recall the exact number, but let



       7    me just check here.



       8         Q.   If you -- it --



       9         A.   It sounds correct.  Subject to check, I



      10    think I would accept --



      11         Q.   I will represent to you that it's in -- if



      12    you look at Exhibit RMP RTL-3SS.  This was an exhibit



      13    to Mr. Link's February testimony.  It has a line item



      14    for each of the different scenarios studied that



      15    shows that $72 million figure.



      16         A.   And, of course, that would depend on



      17    whether you're looking at the nominal or the



      18    quasi-levelized studies.  So in my direct



      19    testimony -- let's see.



      20         Q.   And I'll represent to you that the exhibit



      21    I'm reading from is the nominal results through 2050,



      22    so I think we're on the same page here, figuratively.



      23         A.   So right.  So yeah, that is within the



      24    range of costs associated with that assumption.



      25         Q.   And you propose an adjustment, and you
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�       1    calculate it -- you describe how you calculate it,



       2    but the end result is you adjust that 12 percent



       3    figure down to 11.62 percent; correct?



       4         A.   Sorry.  Going back to that.



       5         Q.   Line 664, page 32 of your testimony has



       6    that 11.62 percent figure.



       7         A.   Okay.



       8         Q.   And so you would agree then that your



       9    adjustment here effectively reduces the Company's



      10    forecast incremental transmission revenue by



      11    3.2 percent.



      12         A.   Right.  And that -- to be clear that



      13    applies to the totality of transmission revenue



      14    requirement, not the incremental transmission revenue



      15    requirement.  So if you were to apply that -- the



      16    difference to just the incremental transmission



      17    revenue requirement, that would give you a different



      18    result than if you applied it to the totality.



      19         Q.   To be clear, the Company's 12 percent does



      20    not apply to the totality of its revenue requirement.



      21    It's applied to the incremental revenue requirement



      22    associated with the new transmission facilities;



      23    correct?



      24         A.   In the economic analysis, the 12 percent



      25    only applies to the incremental.  However, if the
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�       1    percentage changes as a result of these new wind



       2    resources coming online and based on mechanics I've



       3    described here, it will apply to all revenue



       4    requirement.



       5         Q.   And just to be clear then, a 2.3 percent



       6    reduction of $72 million is an adjustment of about



       7    $2.3 million, not 25.6; right?



       8         A.   Right, and that gets to the point I was



       9    just making.  If the percentage declines as a direct



      10    result of building the wind resources and still



      11    having to have transmission for front office -- to



      12    access the market and get front office transactions,



      13    that that reduction applies to the totality of



      14    revenue requirement, not just the incremental.



      15         Q.   So just to be clear then, the 12 percent



      16    and the 11.62 percent figures in your testimony,



      17    apparently are completely unrelated to one another?



      18         A.   They are not, no.



      19         Q.   One is applied to the incremental



      20    transmission revenue, and you're applying your number



      21    to the entire Company transmission revenue



      22    requirement?



      23         A.   No.  So they are not unrelated.  So the



      24    12 percent applies to all revenue requirement.



      25    However -- or all transmission requirement.  However,
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�       1    PacifiCorp's analysis only considered the incremental



       2    piece, and so when they figured out the additional



       3    revenues that would come in from third parties as a



       4    result of that incremental investment, they only



       5    considered that 12 percent would be funded by other



       6    OATT customers.



       7              However, if the percentage actually



       8    declines when PacifiCorp builds these resources, then



       9    it's not just the incremental that gets impacted.



      10    It's the totality of revenue requirement that gets



      11    impacted.



      12         Q.   So then that 12 percent would apply to the



      13    entire revenue requirement instead of the --



      14         A.   The 12 percent is calculated based on the



      15    total revenue requirement.  That's the total revenue



      16    requirement currently that's being funded by OATT



      17    customers, and so if the percent declines, then



      18    the -- it applies to the total, not just the



      19    incremental.



      20         Q.   Well, just to be clear, though, the



      21    12 percent -- you arrive at the $72 million figure by



      22    multiplying the cost of the transmission projects by



      23    12 percent; correct?



      24         A.   State that again.



      25         Q.   You arrive at the $72 million -- so the
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�       1    Company assumed $72 million in incremental



       2    transmission revenue, and you arrive at that figure



       3    by multiplying the transmission project costs by



       4    12 percent.



       5         A.   Right.  So --



       6         Q.   And now I just want to get clarity here.



       7    So your adjustment takes that 12 percent to



       8    11.62 percent and then applies the 11.62 percent to



       9    an entirely different number?



      10         A.   Right.  It applies it to the totality of



      11    revenue requirement, and I feel like I've given this



      12    answer a few times, but the -- PacifiCorp's analysis,



      13    when they are looking at the incremental REC



      14    revenues, it only focuses on the incremental -- the



      15    incremental revenue requirement because it's assuming



      16    that that 12 percent remains constant for both



      17    incremental and the other portion for the -- and the



      18    totality of revenue requirement.



      19              So it's assuming no change to the totality



      20    of the percent that's funded for the totality of



      21    revenue requirement and no change on the incremental



      22    as well.  So what I'm saying is that, if that



      23    percentage declines down to 11.62 percent, that



      24    doesn't just impact the amount of costs that are



      25    allocated for the incremental piece; it also impacts
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�       1    the costs that are allocated for the totality of



       2    revenue requirement.  So to be clear, that's what I



       3    have done here and -- all right.



       4         CHAIR LEVAR:  Maybe this might be a good time



       5    for a brief recess and then continue with



       6    cross-examination.  Is there any objection to that



       7    from you?



       8         MR. LOWNEY:  That's fine.



       9         CHAIR LEVAR:  Okay.  Why don't we recess for



      10    about 10 minutes.  Well, considering issues on the



      11    floor, why don't we recess for about 15 minutes and



      12    we'll reconvene.  Thank you.



      13             (A break was taken, 10:33 to 10:51.)



      14         CHAIR LEVAR:  Okay.  We're back on the record,



      15    Mr. Lowney.



      16         MR. LOWNEY:  Thank you.  I just have a few final



      17    questions.



      18         Q.   Mr. Mullins, if you could turn to your



      19    directs testimony, please.



      20         A.   Okay.



      21         Q.   Page 27.  And just to provide a little



      22    background, this is something you also discussed in



      23    your summary this morning, and this section of your



      24    testimony is describing the analysis you did on the



      25    Company's historical forward price curves; correct?
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�       1         A.   Correct.



       2         Q.   And on the top of page 27, you described



       3    how your comparison looked at the percentage



       4    difference between a price that was forecast in a



       5    forward curve and the ultimate spot price for the



       6    given prompt-month; correct?



       7         A.   Correct.



       8         Q.   Are you aware that Mr. Link testified that



       9    market participants cannot transact on a spot price



      10    forecast?



      11         A.   So I'm -- I don't recall him saying those



      12    specific words, but to explain, you know, what I did



      13    here was I used the actual monthly -- reported



      14    monthly prices, which, you know, maybe not actually



      15    spot prices per se, but just the prices that are



      16    reported based on actual transactions that occurred



      17    over the course of the month, and those were provided



      18    by PacifiCorp so --



      19         Q.   I guess what I'm taking issue with a little



      20    bit is you're comparing it to the spot price and --



      21    here I'll just read you what Mr. Link testified to.



      22    This is from his supplemental direct and rebuttal



      23    testimony.  This was the January filing.  On page 58,



      24    line 1185, he testified that "comparing forward



      25    prices to actual spot prices is a misapplication of
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�       1    forecast error because market forwards, which are



       2    used in the first 84 months of the official forward



       3    price curve, are observed and not forecasted."



       4              Does that refresh your recollection about



       5    Mr. Link's testimony in this case?



       6         A.   Right.  But I don't understand that to mean



       7    that the Company can't transact on spot prices, so on



       8    a day-ahead basis, the Company will go out and buy



       9    gas for its power plants and it buys that on -- based



      10    on -- and those are the transactions that get



      11    summarized into the monthly values that I use in this



      12    analysis.  So I'm not necessarily -- I don't



      13    necessarily agree with what you've stated there.



      14         Q.   And Mr. Link also testified on the very



      15    next page, page 59, that "market forwards reflect



      16    pricing for contracts that reflect a price on a given



      17    quote date at which buyers and sellers are



      18    transacting for future delivery."  Correct?



      19         A.   Sorry?  The forwards?



      20         Q.   Yes.



      21         A.   Right.  So -- right.  So PacifiCorp's



      22    forward price curve, the first, I think, 72 months,



      23    is based off of market forwards, and so part of this



      24    analysis or -- actually, I guess all of this analysis



      25    would -- it compares the -- PacifiCorp's price curve,
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�       1    which is really market forwards, to what the actual



       2    prices were.



       3              And it shows overwhelmingly that those



       4    forward prices are higher than the actual prices that



       5    occur in any given month, and so that actually is a



       6    lot of different implication on just the utility's



       7    planning and hedging.  Because if we're going out and



       8    executing hedges, for example, based on this curve,



       9    we're basically, you know, based off of this pattern,



      10    we're locking in hedging losses as a result of



      11    relying on that curve.



      12              And I believe one of the DPU witnesses may



      13    have touched on that, but I guess -- and also -- I



      14    didn't do this analysis here -- but I've done



      15    longer-term analyses for other utilities going back



      16    as far to 2000, and it shows that this trend very



      17    consistently increases with an upwards slope.



      18              Now, in this case we asked for the longer



      19    period of data, but PacifiCorp -- or we asked



      20    PacifiCorp to provide whatever data that it believed



      21    would be relevant in performing this analysis, and



      22    this is the information that they provided.  But the



      23    same trend is true if you view it over a longer



      24    period, and, in fact, it's exacerbated further over a



      25    longer period.

                                                              78

�       1         Q.   Just to be clear, Mr. Mullins, I think you



       2    testified to this fact, but I just want to confirm



       3    it, that the Company's, in the first 84 months of the



       4    official forward price curve, it's based on actual



       5    forward prices, meaning it's prices based on observed



       6    market transactions, not forecasts; correct?



       7         A.   PacifiCorp's forecast is based off of



       8    forward prices, and so, you know, it's one and the



       9    same, I guess.  Whether you're calling it a forecast



      10    or forward prices, you come to the same result, and



      11    you can conclude that the -- you can conclude that



      12    PacifiCorp forecast is overstated or you could



      13    conclude that the forward prices are overstated,



      14    either way.



      15              If you're viewing it from the



      16    forward-prices perspective, basically what you would



      17    be concluding is that there's actually, you know,



      18    risk premiums embedded in those forward prices, and



      19    so that means that in order to enter into one of



      20    those forward contracts, the counter-party is going



      21    to demand an extra amount above what they expect the



      22    ultimate market price to be in order to lock in that



      23    price over the long term.



      24              And so, you know, really I think it's a



      25    point kind of without distinction in this case,
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�       1    whether, you know, you view this period to be forward



       2    prices or a forecast, because the forward prices are



       3    the forecast.



       4         MR. LOWNEY:  Thank you, Mr. Mullins.  I have no



       5    further questions.  And just before I end, I would



       6    just move to admit Cross-examination Exhibits 23, 24,



       7    25, 26, 27, 22, and 30.



       8         CHAIR LEVAR:  Okay.  I'll add one clarification



       9    to that motion, that the Cross-Exhibit 30 if it's



      10    entered should only be reflected in the confidential



      11    transcripts.



      12         MR. LOWNEY:  Correct.



      13         CHAIR LEVAR:  And should not be in the public



      14    transcript.



      15              Is there any objection to that motion?



      16         MR. RUSSELL:  No.



      17         CHAIR LEVAR:  Okay.  The motion is granted.



      18     (RMP Cross-Exhibits 22, 23, 24, 25, 26, 27, and 30



      19                       were received.)



      20         CHAIR LEVAR:  Mr. Russell, do you have any



      21    redirect?



      22         MR. RUSSELL:  Have we finished with cross?  I



      23    know the Company is done.  I don't know if we made it



      24    all the way around the room.



      25         CHAIR LEVAR:  I think I got to everyone for
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�       1    cross.



       2         MR. RUSSELL:  I forgot.



       3         CHAIR LEVAR:  If I missed you, let me know right



       4    now, but I don't think I missed anybody.



       5         MR. RUSSELL:  I do have some redirect and it may



       6    well be that Mr. Baker also has some redirect, but



       7    I'll get through mine and we'll see where we are.



       8                     REDIRECT EXAMINATION



       9    BY MR. RUSSELL:



      10         Q.   Mr. Mullins, do you recall counsel asking



      11    you questions about -- I believe it was



      12    Cross-Exhibit 22 -- relating to some comments you



      13    made regarding pricing or prices for renewable energy



      14    credits?



      15         A.   Yes.



      16         Q.   Okay.  And you indicated in your responses



      17    to counsel's questions that your statement regarding



      18    a price for renewable energy credits was a --



      19    perhaps -- I don't want to put words in your mouth --



      20    you can just explain to us what analysis you were



      21    performing there and what for what purpose it was



      22    provided.



      23         A.   Right.  And so the $10 per megawatt hour



      24    that I used there was really an illustrative value to



      25    prove the point that I mentioned earlier that it's
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�       1    much more cost effective for PGE to go out and



       2    acquire RECs rather than build a new resource.



       3              And, you know, the same doesn't apply in



       4    this case, and so, you know, from my perspective the



       5    reasonable way to view it is to assume there won't be



       6    a market for RECs, and so with that we agree with the



       7    Company's approach.



       8         Q.   Just to clarify that point, the Company has



       9    not assumed a value for RECs; is that correct?



      10         A.   Correct.



      11         Q.   And you agree that's a reasonable approach?



      12         A.   Yes.



      13         Q.   Okay.  Counsel also asked you a number of



      14    questions about your use or your reflection of the



      15    Company's 20-year analysis or economic analysis in



      16    your testimony.  By using that 20-year analysis, are



      17    you endorsing either the use of a 20-year time frame



      18    or the numbers involved?



      19         A.   No.  In my direct testimony I referred to



      20    the 20-year period, but as I mentioned earlier, you



      21    know, I didn't necessarily object to the assumptions



      22    in the initial -- in the 20-year study in the initial



      23    testimony, but once the PTC levelization and the



      24    terminal value were changed in PacifiCorp's



      25    supplemental testimony, there was a gap between, you
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�       1    know, the nominal and the levelized, and so that's



       2    why I believe that, you know, nominal studies in



       3    PacifiCorp's supplemental direct testimony are more



       4    appropriate.



       5         Q.   I want to make it clear what you're



       6    referring to when you're talking about this gap



       7    between nominal and levelized.



       8              Do you want to address just that issue?  I



       9    can ask it to you question by question, but we might



      10    get there more quickly if you just explain it.



      11         A.   Yeah, and I guess I would -- when I



      12    reviewed the supplemental testimony, it was apparent



      13    to me that the economics between the nominal study



      14    and the levelized study, they departed quite



      15    dramatically.  And I don't have the numbers memorized



      16    off the top of my head.



      17              But, you know, as a result of -- and that



      18    was primarily due to these levelization assumptions



      19    that were used, and, you know, my expectation is that



      20    if you were to use a levelized study, really the idea



      21    is to -- should be fairly close to what the nominal



      22    results are.  Present value to levelized should equal



      23    or be about equal to the present value of the nominal



      24    study, and we saw that, you know, diverge quite



      25    substantially in the supplemental filing.
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�       1         Q.   Okay.  I want to get to this point on the



       2    record, and so I'll try to just ask.  When you're



       3    talking about the levelized study and levelized



       4    treatment of tax credits, does that mean that those



       5    tax credits are given an equal value in every year of



       6    the term of the project?  Is that how that works?



       7         A.   Well, I think it gets into the way that



       8    those benefits get levelized to the resource costs,



       9    and so by including them nominally since they occur



      10    in the study period, you know, you avoid the capital



      11    costs beyond the end of the study period, but you're



      12    including all of the PTC benefits within the study



      13    period.



      14              And so, you know, without considering the



      15    costs beyond the end of the study period, it doesn't



      16    make sense to include the levelized -- or the PTCs in



      17    there on a nominal basis.



      18         Q.   And just to be clear, the Company did



      19    use -- or did the Company use a levelized basis for



      20    tax credits in its IRP in its direct filing here?



      21         A.   They did use a levelized approach to



      22    production tax credits in their initial filing.



      23         Q.   And it was -- I don't remember which round



      24    of testimony it was, but they at some point switched



      25    to using --
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�       1         A.   Right.



       2         Q.   -- a nominal basis is for PTCs; is that --



       3         A.   Right.  And so my concern is they were



       4    mismatching nominal and levelized assumptions, and so



       5    from that perspective I didn't view the semi -- the



       6    quasi-levelized 20-year studies to be appropriate.



       7         MR. RUSSELL:  Okay.  I don't have any further



       8    redirect questions.



       9         CHAIR LEVAR:  Did that redirect prompt any



      10    recross from any party?  Please indicate to me if it



      11    did.  Anyone else besides Mr. Michel?  I'm not seeing



      12    any indication?



      13              Okay.  So, Mr. Michel, I'll allow you some



      14    recross.



      15         MR. MICHEL:  Thank you, Mr. Chairman.



      16                     RECROSS-EXAMINATION



      17    BY MR. MICHEL:



      18         Q.   Mr. Mullins, counsel asked you about your



      19    use of a $10 REC price.  Do you recall that?



      20         A.   Yes.



      21         Q.   And the reason REC prices currently are



      22    priced so low is because there's currently a surplus



      23    of RECs in the market.  Would you agree with that?



      24         A.   Yes.



      25         Q.   And the reason there is a surplus is
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�       1    because many utilities are developing renewables for



       2    economic reasons without regards to RPS requirements;



       3    is that right?



       4         A.   I would agree that utilities are developing



       5    a lot of renewables, but it's not just limited to



       6    utilities.  There's a lot of independent power



       7    producers developing renewables.  There's a lot of



       8    individual consumers building rooftop solar, for



       9    example.



      10              In fact, I think a few weeks ago there was



      11    a new rule or requirement in California where all new



      12    residential dwellings were required to have rooftop



      13    solar installed.  And so it's not just limited to



      14    utilities, and from my perspective, I'm expecting



      15    that trend to increase or to -- into the future.



      16         Q.   And you also anticipate that state RPS



      17    requirements are going to be increasing over time?



      18         A.   Absolutely.  On the West Coast there is



      19    continual pressure to up those.  We've seen it in



      20    Oregon.  There's -- I don't have the years memorized.



      21    I think it's in 2040s where they transition to a



      22    50 percent RPS, but what we're seeing is utilities



      23    have already built so many renewables that they are



      24    resource-sufficient for a very long time into the



      25    future, and certainly that could change, but, you
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�       1    know, my expectation is that it will be a long time



       2    before that might flip.



       3         MR. MICHEL:  That's all I have.  Thank you,



       4    Mr. Mullins.



       5         CHAIR LEVAR:  Thank you, Mr. Michel.



       6              Commissioner White, do you have any



       7    questions for Mr. Mullins?



       8         COMMISSIONER WHITE:  Yeah, just one question.



       9    You may have touched on this some in your summary,



      10    but there's been a lot of discussion back and forth



      11    about this transmission and its need and whether its



      12    need is tied to the wind or, you know -- I guess



      13    "chicken and egg" kind of thing.



      14         BRAD MULLINS:  Right.



      15         COMMISSIONER WHITE:  Is there any reason to



      16    believe, based upon your expertise, that the



      17    transmission line will not be needed in 2024?



      18         BRAD MULLINS:  Well, so the way I've been kind



      19    of looking at it -- and, you know, need I guess



      20    that's also kind of a perspective kind of issue, but,



      21    you know, what if we can avoid building the



      22    transmission line is the way I'm thinking about it.



      23    And, you know, if you look to -- at least to the



      24    northwest, we've seen -- there are a lot of



      25    transmission lines being planned, the
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�       1    BPA I-5 Corridor project, for example, had been



       2    planned for many years, but utilities are finding



       3    ways to mitigate those transmission constraints



       4    without going through the very expensive process of



       5    building transmission.



       6              And so, you know, I can't speak to the



       7    assumptions that were put into the NTTG studies, for



       8    example, but what I can say is that, you know, we



       9    really should try to take efforts to try to avoid



      10    these expensive transmission investments and looking



      11    to non-wired solutions, for example, DSM and these



      12    other options, to avoid expensive build-outs of the



      13    transmission system.



      14              So if you do it from that perspective, you



      15    know, by not proceeding with the wind projects, we



      16    can avoid the -- is that a confidential number?  The



      17    costs of the transmission projects?



      18         MS. MCDOWELL:  No.



      19         BRAD MULLINS:  The 600 to $700 million



      20    investment in the transmission system.



      21         COMMISSIONER WHITE:  So if I'm hearing you



      22    correctly, you're saying that if the line is needed



      23    but they potentially could explore DSM to avoid the



      24    need to build the line?



      25         BRAD MULLINS:  Well, so, you know, I personally
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�       1    don't think it's a needed investment.  I think we



       2    heard Mr. Hayet mention earlier that there's a lot



       3    of, you know, transmission segments included in that



       4    plan.  So the fact that it's included in the plan or



       5    not wouldn't -- doesn't necessarily mean that it will



       6    actually be built.



       7              And, you know, as we go forward, at least



       8    from my perspective, we should try to find ways to



       9    avoid building new transmission, and so by not



      10    approving the wind projects and the transmission, we



      11    can do that.



      12              And given the fact that loads, at least in



      13    Wyoming, are not increasing and we have these



      14    opportunities for solar resources located much closer



      15    to load, I think that's a reasonable thing to expect.



      16         COMMISSIONER WHITE:  Thank you.  That's all



      17    questions I have.



      18         CHAIR LEVAR:  Commissioner Clark, do you have



      19    any questions?



      20         COMMISSIONER CLARK:  Mr. Mullins, you have some



      21    testimony in your supplemental rebuttal that



      22    addresses the solar RFP.  You're referring to the



      23    2017S RFP --



      24         BRAD MULLINS:  Correct.



      25         COMMISSIONER CLARK:  -- that's been referred to
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�       1    elsewhere in this docket?



       2         BRAD MULLINS:  Yes.



       3         COMMISSIONER CLARK:  And you represent that



       4    there were 1419 megawatts of measured nameplate



       5    capacity -- by the way I'm on page 20 of your --



       6         BRAD MULLINS:  Okay.



       7         COMMISSIONER CLARK:  -- supplemental rebuttal.



       8              What's your source for that number?



       9         BRAD MULLINS:  You know, I don't recall.  It may



      10    have been the -- the solar IE report so -- and I



      11    obviously don't have a cite there, but that was, I



      12    guess, based off my understanding that was the number



      13    that I understood.



      14         COMMISSIONER CLARK:  Later on that page you



      15    compare the nominal benefit of the combined



      16    projects -- by that I mean the wind projects under a



      17    medium gas/medium CO2 scenario -- from Mr. Link's



      18    testimony, identified as $166 million and some



      19    change, I'll call it.  That's a lot of change for me,



      20    but roughly $166 million.



      21              And then you state that the modeling of the



      22    final shortlist for the solar RFP produced a nominal



      23    revenue requirement benefit of $424 million and some



      24    additional, in the same medium case -- medium



      25    gas/medium CO2 case.  So what's the source of that
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�       1    number?



       2         BRAD MULLINS:  So that is from the work papers



       3    provided in Mr. Link's -- I want to say it was the



       4    corrected -- you know, I forget the names of all the



       5    filings, but it's the corrected February filing, so



       6    there was sort of an initial filing and then there



       7    was some minor corrections to that.  It was



       8    February -- maybe February 23rd or something.



       9         COMMISSIONER CLARK:  February 23, 2018 is what I



      10    show for that.



      11         BRAD MULLINS:  Right.  And there were work



      12    papers provided along with that, and in those work



      13    papers there were annual revenue requirements for



      14    both the combined projects viewed in isolation, for



      15    the solar projects viewed in isolation, and for the



      16    solar and wind projects combined.



      17              And so if you compared the annual -- the



      18    present value of those annual revenue requirements of



      19    the wind -- wind projects to the solar projects, it



      20    was -- on a nominal basis, it was very apparent that



      21    the solar projects were, as I say here, 2.5 times --



      22    they produced 2.5 times greater net benefits to



      23    ratepayers.



      24         COMMISSIONER CLARK:  On the next page you



      25    present a benefits number of 216 million-plus that is
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�       1    associated with the solar RFP also but derived using



       2    the zero carbon price-policy scenario and the low



       3    gas --



       4         BRAD MULLINS:  Right.



       5         COMMISSIONER CLARK:  -- assumption.  Is the



       6    source of that number the same as --



       7         BRAD MULLINS:  Yes, yes.  And so there were --



       8    for the wind projects there were revenue requirements



       9    listed for all of the cases, but for the solar



      10    projects, if I am remembering correctly, there were



      11    only -- the revenue requirements were only reported



      12    for a medium gas/medium CO2 scenario and for a



      13    low gas/zero CO2 scenario.



      14              So we didn't look at, I guess, the flip



      15    side, you know, the high gas scenarios with respect



      16    to solar, and that's why in this case I selected the



      17    zero carbon absent -- I would normally select the



      18    medium carbon in that -- if I were to do this



      19    scenario -- or this analysis.  Excuse me.



      20         COMMISSIONER CLARK:  Those are all my questions.



      21    Thank you.



      22         CHAIR LEVAR:  Thank you.  I think I just have



      23    one more.



      24              You criticized some of the utility's



      25    modeling with respect to the EIM and how that might

                                                              92

�       1    affect the benefit of these projects.  A little more



       2    broadly than that, if we assume a future that has



       3    increased regionalization across the West to some



       4    extent in some form, is there a way to say generally



       5    whether that has a positive or a negative impact on



       6    the benefits to ratepayers of these combined



       7    projects?



       8         BRAD MULLINS:  I think that's actually a good



       9    question, and I think that, you know, I was -- I'm



      10    struggling with that, and I view it to be a rather



      11    large -- large risk.  You know, when we're going



      12    through the whole CAISO process, looking at the



      13    regional expansion of the CAISO, one of the issues



      14    was how transmission costs get spread amongst all of



      15    the participants.



      16              And so, you know, if you were to -- right.



      17    So that could have some impacts, so potentially if



      18    you had -- that could spread the costs of the



      19    transmission projects even further if those get



      20    regionalized or -- but in the flip side, if you adopt



      21    sort of a single transmission rate for the whole



      22    region, you would be picking up the high cost of



      23    California transmission.



      24              And then the other issue is how the --



      25    besides the transmission, how does the generation get
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�       1    treated in the market, and so, you know, it would



       2    actually probably relate a lot to how the MSP



       3    develops going forward as well.  But, you know, in



       4    the market, basically what happens is the generation



       5    gets priced at whatever the nominal price is at any



       6    given point, and you also have the loads that get



       7    assigned a separate price.



       8              PacifiCorp system, it's all one big system,



       9    so it's the same price for generation as it is for



      10    loads, but in the market you could have situations



      11    where the costs at the generator is different than



      12    the -- or the price at the generator is different



      13    than at loads, and so whether -- depending on whether



      14    that's a positive or negative spread, that will



      15    affect the overall economics.



      16              Now, what we've seen in Wyoming is that



      17    there has been congestion -- at least in the EIM



      18    there's been congestion, and those locational prices



      19    have been quite low in Wyoming.  And so if you were



      20    to take that example and sort of move it into a



      21    regionalization, you would be marking the generation



      22    from these resources at a pretty low price, but then



      23    the load that's being used to serve -- or the --



      24    yeah, the load that those resources are being used to



      25    serve would be assigned a higher price.  And so based
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�       1    off of that, it wouldn't produce the same economics



       2    here.  It would be less favorable.



       3              And the same is true in like a subscription



       4    framework, for example.  So if these are subscribed



       5    resources, then Utah's load will pay the Utah price



       6    but the generation will receive the Wyoming price,



       7    and if that price is lower, then that will harm Utah.



       8              And so, you know, that's one of the reasons



       9    for my -- at least from my perspective, you know, as



      10    we're planning going forward, it makes a lot of sense



      11    to be building resources close to your loads because



      12    then the resources and the loads are assigned about



      13    the same price.  You don't have that potential for



      14    diversion between the resources -- the value of the



      15    resources and value of loads.



      16              So that's a long-winded answer, but



      17    generally speaking, we view that to be a large risk,



      18    and I don't know the precise way that it goes, but it



      19    does have a lot of potential to diminish the value of



      20    the projects.



      21         CHAIR LEVAR:  Thank you.  I appreciate that



      22    answer.  I don't have any other questions.  So thank



      23    you for your testimony today.



      24         BRAD MULLINS:  Thank you.



      25         CHAIR LEVAR:  Anything else from UAE or UIEC?
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�       1         MR. RUSSELL:  No, I don't believe.  So



       2    Mr. Mullins has very much enjoyed his time, but I



       3    think he probably would like to leave.  Is there any



       4    objection to Mr. Mullins being excused?



       5         CHAIR LEVAR:  Let me ask if any party or



       6    commissioner has any reason otherwise -- I'm not



       7    seeing any, so thank you for spending the last few



       8    days with us, Mr. Mullins.



       9         BRAD MULLINS:  I appreciate it.



      10         CHAIR LEVAR:  So nothing else further from UAE



      11    or UIEC?



      12         MR. RUSSELL:  That's correct, Mr. Chairman.



      13         CHAIR LEVAR:  I've had an issue brought to my



      14    attention that we probably need to make an



      15    improvement in the record.  A couple of days ago when



      16    you entered Mr. Teply's testimony and exhibits for



      17    the record, you referred to the highly confidential



      18    exhibits that were stricken out on your exhibit list.



      19              And you started to read those and I



      20    suggested you didn't need to bother reading the ones



      21    that were stricken out because we all had this in



      22    front of us, but this exhibit list is not in the



      23    record.



      24              So we don't have anything on the record



      25    that shows which of these exhibits were not entered.
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�       1    I can see two options.  We can either redo your



       2    motion and read those into the record or we can enter



       3    this exhibit list into the record, whichever you



       4    prefer.



       5         MR. LOWNEY:  Either one is fine.  I will note



       6    there's only five exhibits that are stricken, so it



       7    won't take very long to walk through them orally.



       8    I'm fine if it's logically easier to just enter the



       9    exhibit list, whatever your preference is.



      10         CHAIR LEVAR:  Why don't we redo the motion to



      11    enter Mr. Teply's testimony and exhibits into the



      12    record and then we'll have it in the transcript.



      13         MR. LOWNEY:  I would move to introduce



      14    Mr. Teply's testimony and exhibits into the record,



      15    that would be his direct testimony, his supplemental



      16    direct and rebuttal testimony, his second



      17    supplemental direct testimony, and his surrebuttal



      18    testimony along with all of the exhibits with the



      19    exceptions of the following five exhibits, which we



      20    are not moving into the record.



      21              Those would be exhibits numbered CAT 1-1,



      22    CAT 1-7, and those were both part of Mr. Teply's --



      23    in support of Mr. Teply's direct testimony.  And then



      24    CAT 3-1, CAT 3-2, and CAT 3-7.  And those were,



      25    actually, also in support of Mr. Teply's direct
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�       1    testimony.



       2         CHAIR LEVAR:  Okay.  If there's any option to



       3    this modified motion, please indicate to me.  I'm not



       4    seeing any, so thank you, the motion is granted.



       5         MR. LOWNEY:  Thank you.



       6    (Prefiled Testimony and Exhibits of C. Teply



       7    were received with exception of CAT 1-1 CAT 1-7, CAT



       8                 3-1, CAT 3-2, and CAT 3-7.)



       9         CHAIR LEVAR:  And I'm sorry for creating that



      10    problem for us.



      11              Anything else before we move to closing



      12    statements?



      13         MS. SCHMID:  Yes.



      14         CHAIR LEVAR:  Mr. Schmid.



      15         MS. SCHMID:  In light of the hour, with the



      16    two-hour closing statement window the Commission



      17    offered, we're going to be going into the afternoon



      18    anyway.



      19         CHAIR LEVAR:  Yes.



      20         MS. SCHMID:  I would like to suggest we have a



      21    slightly longer than normal lunch break and resume at



      22    perhaps 1:00.



      23         CHAIR LEVAR:  Is there any objection to that



      24    from anyone in the room?



      25         MR. MICHEL:  Mr. Chair, if that's what the
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�       1    Commission desires, we can certainly accommodate



       2    that.  I do have a flight at 3:00 and would need to



       3    leave by 2:00, and I was planning to be the one that



       4    would present our closing arguments, so to the extent



       5    we could get done by 2:00, that would be preferable



       6    from our standpoint, but we can accommodate whatever



       7    the Commission desires.



       8         CHAIR LEVAR:  Is there any reason we couldn't



       9    take WRA closing statements now?  Is there any reason



      10    we need to go in any particular order?  Would anybody



      11    feel prejudiced by doing Mr. Michel's closing



      12    statement now before we break.



      13         MR. MICHEL:  I think we'd feel prejudiced, but



      14    we can do that.  We're happy to do that, certainly.



      15    That would be fine.  Or if we could go first after



      16    lunch that would work as well.



      17         CHAIR LEVAR:  Preference for either of those



      18    outcomes?  Which would you prefer?



      19         MS. MCDOWELL:  Maybe just to give you a little



      20    bit of context --



      21         CHAIR LEVAR:  Sure.



      22         MS. MCDOWELL:  -- on how we've decided to



      23    allocate the time.  I believe that the parties have



      24    agreed that the Company would take 40 minutes and the



      25    other three interveners would take 20, and I
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�       1    believe --



       2         CHAIR LEVAR:  Between the three.  Okay.



       3         MS. MCDOWELL:  Yeah, and I think what we had



       4    decided tentatively that the Company would have an



       5    opening -- the opening aspect of its closing argument



       6    would be 20 to 25 minutes and then another



       7    three parties would go to supplement what we were --



       8    what we had argued, and then we would save the



       9    remainder of our time, 15 or 20 minutes for rebuttal



      10    so --



      11         CHAIR LEVAR:  Sure.



      12         MS. MCDOWELL:  I think what is being articulated



      13    to you is it would be most natural for them to go



      14    after our statement which would then -- our argument



      15    which would then frame the argument probably for



      16    them.



      17         CHAIR LEVAR:  As long as we finish by 2:00 are



      18    you --



      19         MR. MICHEL:  Yes, that would be fine.



      20         CHAIR LEVAR:  Although questioning from us for



      21    yours -- if we break until 1:00 questioning from us



      22    after your opening statement might push us close on



      23    yours, so with all those caveats -- we only have a



      24    couple of options.  We can go out of order or we can



      25    come back at 1:00 and hopefully get through him in
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�       1    time to get his flight.



       2         MS. SCHMID:  Alternatively, perhaps we could



       3    come back at 12:30.



       4         CHAIR LEVAR:  Okay.  Any objection to breaking



       5    until 12:30?



       6         MR. MICHEL:  That would be helpful.  Thank you.



       7         CHAIR LEVAR:  Okay.  Why don't we adjourn until



       8    12:30.  Not adjourn.  Recess until 12:30.



       9                 (A lunch break was taken.)



      10         (Start of recording supplement to page 122)



      11         CHAIR LEVAR:  Okay.  We're back for closing



      12    statements in Public Service Commission



      13    Docket 17-035-40, Application of Rocky Mountain Power



      14    for Approval of a Significant Energy Resource



      15    Decision and Voluntary Request for Approval of



      16    Resource Decision.



      17              So I think the first closing statement was



      18    going to be by Rocky Mountain Power.



      19         MS. MCDOWELL:  Thank you.



      20         CHAIR LEVAR:  You had agreed for a total of



      21    40 minutes where you were going to reserve ten for



      22    rebuttal or 20 for rebuttal.



      23         MS. MCDOWELL:  Yeah.  My goal will be 15 to 20



      24    but probably --



      25         CHAIR LEVAR:  Okay.
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�       1         MS. MCDOWELL:  -- 15 is what we'll shoot for and



       2    we'll just see how it rolls.



       3         CHAIR LEVAR:  Okay.



       4         MS. MCDOWELL:  So let me just say good afternoon



       5    and thank you.  I want to thank you both for managing



       6    this procedurally complex case during the last year



       7    and for presiding over a very important hearing this



       8    week.  We are grateful.  And I also want to thank you



       9    for the opportunity to provide a closing argument



      10    today in support of Company's request.



      11              We are here because the Company is



      12    convinced and believes we have demonstrated through



      13    this proceeding that the combined projects will



      14    provide significant net benefits to Utah customers



      15    including 1.2 billion in production tax credits,



      16    additional capacity, and reduced market reliance,



      17    zero-fuel-cost energy, and improved system



      18    reliability.



      19              The Company's request for resource approval



      20    is under Part 3 of Title 54 Chapter 17 for the



      21    Cedar Springs Ekola Flats and TB Flats wind projects



      22    and under Part 4 for the 140-mile 500 kV Aeolus-to



      23    Bridger/Anticline transmission line and network



      24    upgrades.



      25              Bringing the requirements of parts 3 and 4
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�       1    together, the Commission must find, first, that the



       2    wind projects were acquired in compliance with the



       3    solicitation process approved by the Commission; and,



       4    two, that the combined projects are in the public



       5    interest, taking into consideration the six factors



       6    specified in Utah Section 54-17-302(3)(c) and



       7    54-17-402 (3)(b).



       8              Those same six factors are matched in the



       9    solicitation statute, so in each of the three



      10    operative statutes, we have the six specified



      11    factors, which I'll go through in my arguments today.



      12              Now, it's important to note that with



      13    respect to the public interest standard, the statute



      14    does not dictate how the Commission should weigh



      15    those specified factors or otherwise restrict the



      16    Commission's discretion in determining whether the



      17    public interest standard is specified.



      18              This is consistent with the Commission's



      19    overall framework in which it operates.  Courts have



      20    recognized that the Commission is charged with the



      21    responsibility of regulating utilities in the public



      22    interest and has considerable latitude in how it



      23    carries out that responsibility.



      24              And the cite for that in case you want to



      25    check it, it's White River Shale Oil Corp versus
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�       1    Public Service Commission, 700 Pacific 2d 1088 1985.



       2              So, in other words, while the Commission



       3    must consider the evidence related to each factor and



       4    state its findings, it is not required to give any



       5    factor any particular weight.  The Commission looks



       6    at that on a case-by-case basis.



       7              So let me move to the first requirement and



       8    whether or not the wind projects were acquired in



       9    compliance with an approved RFP, and the answer is



      10    yes, they were.  The Commission approved the



      11    2017R RFP in Docket 17-035-23 in its September 22,



      12    2017 Order.  As a result of that Order, an IE was



      13    appointed to monitor the solicitation, and we all



      14    heard the findings of the IE over the last few days.



      15              The IE found that the RFP was robust.



      16    There were 72 bids, and the amount exceeded the



      17    capacity requested by a ratio of 5.5 to 1.  The IE



      18    found that PacifiCorp conformed to the requirements



      19    of the solicitation rules.  The IE found that the



      20    final portfolio was in the public interest and that



      21    the wind projects will result in significant savings



      22    to customers.



      23              The Division in Mr. Peterson's testimony



      24    supported these findings, notably including the IE's



      25    determination that the solicitation was in the public
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�       1    interest.



       2              Now, the Commission's RFP approval order



       3    suggested but did not require a modification to the



       4    RFP to add solar resources to the solicitation.  To



       5    respond, the Company conducted a separate but



       6    concurrent solar RFP and then evaluated both wind and



       7    solar resources as if offered under a single RFP.



       8              When the bid selection model, which is the



       9    system optimizer, or SO model -- that's our portfolio



      10    model -- was able to select from both the wind and



      11    solar bids, it did not select solar over wind.



      12    Instead it chose both.  In other words, it saw that



      13    there were benefits of wind and benefits of solar,



      14    but together there were the greatest benefits.



      15              And this demonstrates that the Company's



      16    strategy of moving forward sequentially, first with



      17    wind and then later moving to solar, is the



      18    lowest-cost resource choice for customers.



      19              As both Ms. Crane and Mr. Link testified,



      20    the Company is currently engaged in discussions with



      21    solar developers following up on opportunities that



      22    were identified in the solar RFP.



      23              Now, while there has been some discussion



      24    in this hearing about whether the Company should have



      25    conducted an all-source RFP, the Company's IRP
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�       1    portfolio modeling -- again, done under its SO



       2    model -- made clear that wind was the most



       3    cost-effective resource choice available.



       4              We have addressed and tested how solar



       5    resources compare, and no party has provided any



       6    evidence that any other resource choice would have



       7    been cost effective.  In this context, especially



       8    given the time limited opportunity involved, a



       9    targeted solicitation like the one the Company



      10    conducted was reasonable.



      11              Now, let me move to the second requirement



      12    which is whether or not the combined projects are in



      13    the public interest, taking into account the



      14    six specified factors in the statute.  And I should



      15    say "statutes" because we're operating under both the



      16    voluntary resource statute and the significant energy



      17    resource decision statute.



      18              Since they have the same factors, I'm going



      19    to go through them together for both sets of



      20    resources.  So, first, the evidence shows that the



      21    combined projects will most likely result in the



      22    acquisition, production, and delivery of electricity



      23    at the lowest reasonable cost to Utah retail



      24    customers.



      25              Like the repowering case, the totality of
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�       1    our modeling or all of the modeling supports the



       2    finding that the combined projects will most likely



       3    result in net customer benefits.  The Company's



       4    economic analysis measured customer benefits under



       5    nine different price-policy scenarios through 2036



       6    and 2050, the same price-policy scenarios used in the



       7    repowering case.



       8              The 18 scenarios presented, the combined



       9    projects showed net customer benefits in 16 of



      10    18 scenarios, using the base case assumptions, the



      11    net benefits of the combined projects are 338 million



      12    when assessed through 2036, and they are 174 million



      13    when assessed through 2050.



      14              Now, as you've heard, particularly from



      15    Mr. Link, these projected net benefits are



      16    conservative and leave significant upside benefits.



      17    The modeling, first of all, does not include the



      18    300 million net present value cost of building the



      19    Aeolus-to Bridger/Anticline transmission line in the



      20    base case.  There is a near term need for this line,



      21    which I'll discuss when we get to the reliability



      22    factor.



      23              Considering these costs, the 300 million



      24    MPV costs in the base case would result in



      25    substantial net benefits in any of the sensitivities
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�       1    and also demonstrates substantial additional value



       2    for wind as compared to the solar resources which



       3    would be developed independent of that transmission



       4    line.



       5              Other conservative assumptions in the



       6    Company's analysis include un-modeled transfer



       7    capability.  I think that's about a 27 percent



       8    increase in transfer capability that ultimately came



       9    out of our latest assessments, which was not



      10    incorporated in our net benefits analysis; O&M



      11    savings resulting from the use of larger turbine



      12    blades at a couple of the projects; REC values, same



      13    factors that you looked at in the repowering case;



      14    and understated CO2 assumptions.



      15              So moving on to the second factor, which



      16    is -- basically the impact of the resource decision



      17    in both a short- and long-term view.  We've



      18    interpreted that factor is really what is the impact



      19    on customers?  The Company has, you know, measured



      20    those impacts through forecasts that look at a range



      21    of time horizons, both short- and long-term.



      22              Over the 30-year life of the wind projects,



      23    we've demonstrated that the time combined projects



      24    are expected to generate net customer benefits in 24



      25    of the 30 years.  And you've also heard evidence that
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�       1    in the first full year of operation, the Company



       2    expects rate impacts of about 1.4 percent with an



       3    expectation of declining rate impacts thereafter.



       4              So turning to the third factor, which is a



       5    factor that just states risk, I think you can look at



       6    it from both sides, the risk of foregoing the project



       7    and the risk of going forward.  In our opinion, the



       8    risks of foregoing of the combined project are



       9    greater than the risks of approval of the project.



      10              A do-nothing strategy increases the



      11    Company's reliance on the market, which is



      12    problematic as you move into -- I think as we're



      13    looking forward to a period of retirement of numerous



      14    plants, it increases the carbon intensity of



      15    PacifiCorp's system and includes the very real and



      16    substantial risk that customers will bear the cost of



      17    needed transmission infrastructure without the



      18    benefit of PTC-eligible wind resources to subsidize



      19    that line.



      20              On the risk side, the risks of going



      21    forward, you've heard evidence that the Company has



      22    worked hard to manage the project risks and has



      23    assumed the risks within its control, particularly



      24    the critical risk of PTC qualification.



      25              You've also heard that the installed
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�       1    capacity for the wind projects has decreased



       2    significantly from the proxy projects we began with.



       3    We market tested those wind projects and the costs



       4    have come down substantially over the course of this



       5    case.



       6              The risk of delay beyond 2020 has also



       7    decreased.  Through the Wyoming CPCN process, the



       8    Company has resolved key rights-of-way issues with



       9    approximately 50 percent of the largest landowners



      10    affected by the combined projects, clearly the way



      11    for the Company to meet its project schedule and



      12    budget for obtaining its rights-of-way.



      13              The Company has also agreed to negotiate a



      14    mechanical availability guarantee at the market



      15    standard, which is 97 percent, in any third-party



      16    maintenance agreements, ensuring that the wind



      17    projects will be available to perform as forecast.



      18              Now, the fourth and fifth statutory



      19    factors, which is whether the combined projects will



      20    enhance system reliability and whether they will have



      21    any impact on the Company's financial status, neither



      22    of those factors have really been disputed by any



      23    party.  With respect to enhanced reliability, it's



      24    clear that the Bridger -- Aeolus line is in the



      25    Company's long-term transmission plan.  There's no

                                                             110

�       1    dispute about that.



       2              It also provides critical voltage support



       3    and additional operational flexibility for the



       4    system, allowing the Company to avoid reliability



       5    issues, not to wait until they happen, but to



       6    actively, proactively work to avoid those issues on



       7    its system.



       8              And to be clear, the congestion on the



       9    transmission system will persist without the new line



      10    even if there is no additional wind and even after



      11    the Dave Johnston plant retires.  Without the new



      12    line, the existing generation would still exceed the



      13    existing transmission capacity even after



      14    Dave Johnston retires.



      15              Now, there is a last catchall factor which



      16    is basically any factor that the Commission



      17    determines is relevant and important to its



      18    consideration.  It seems like under that factor is



      19    where the parties have suggested that the Commission



      20    needs to look at the need requirement.  The need



      21    requirement is not specified in the factor but



      22    certainly -- in the factors, but certainly is an



      23    issue the parties have addressed.  So presumably that



      24    is where the parties are suggesting you take a look



      25    at it.
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�       1              And I want to just make clear that we



       2    believe the evidence demonstrates clearly that there



       3    is a capacity need.  The most recent IRP load



       4    forecast and resource balance shows an immediate



       5    capacity shortfall, nearly 600 megawatts in 2021



       6    rising to over 3,000 megawatts by 2036.



       7              Now, folks have said a lot of things about



       8    need, but nobody has disputed those numbers which are



       9    the most recent numbers coming out of the IRP update



      10    that was just filed.  Those numbers are also the



      11    numbers that are reflected in the Company's economic



      12    analysis.  The load and resource balance, that is,



      13    you know, a part of the IRP update is also a part of



      14    the Company's updated economic analysis.



      15              You've also heard that the capacity



      16    contribution of the proposed new wind projects is



      17    just over 180 megawatts, which is well below the



      18    projected near-term and long-term need.  It would be



      19    contrary to basic least-cost principles and IRP



      20    standards and guidelines to reject the combined



      21    projects as unneeded when they are more economic than



      22    market purchases or front office transactions.



      23              Now, because the combined projects are in



      24    the public interest and meet each of the factors



      25    required for approval under the applicable statutes,
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�       1    the Commission should reject the parties' proposals



       2    for conditions on approval including a hard cost cap.



       3              Basically there are several proposals being



       4    made by the parties that the Company be capped at its



       5    current estimated costs of construction.  We believe



       6    that to condition approval on a hard cap is contrary



       7    to the statute inasmuch as it would prospectively and



       8    arbitrarily preclude the Commission's ability to



       9    review costs later that may be prudently incurred.



      10              We also believe that the resource approval



      11    statutes provide appropriate procedures for the



      12    Commission to closely scrutinize the Company's



      13    performance in implementing these projects, making



      14    such conditions unnecessary.



      15              So in summary, the evidence provided by the



      16    Company demonstrates the combined projects are in the



      17    public interest and meet each of the specified



      18    statutory requirements.  The combined projects are



      19    most likely to lower customer costs, have a



      20    beneficial near- and long-term customer impact, are



      21    lower risk than a do-nothing resource strategy across



      22    a broad range of potential future market and system



      23    conditions.



      24              So for the future energy needs of Utah



      25    customers, the Company respectfully requests that the
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�       1    Commission approve its request for resource approval



       2    in this docket.  Thank you.



       3         CHAIR LEVAR:  Okay.  Thank you.  We appreciate



       4    that statement.



       5              Commissioner White, do you have any



       6    questions for her?  And if we're tracking time, you



       7    used about 16 minutes.



       8         MS. MCDOWELL:  Okay.



       9         COMMISSIONER WHITE:  I have no questions right



      10    now.  Thanks.



      11         CHAIR LEVAR:  Commissioner Clark?



      12         COMMISSIONER CLARK:  No questions.  Thank you.



      13         MS. MCDOWELL:  Thank you.



      14         CHAIR LEVAR:  I have a few.  You discussed



      15    capacity need as falling under the catchall "other



      16    factors to consider."  Is there any argument that



      17    capacity need relates to the first factor, whether



      18    it's -- whether solicitation will most likely in the



      19    acquisition, production, and delivery of electricity



      20    at lowest reasonable cost to retail customers?



      21    Doesn't capacity need relate to other electricity



      22    that might be available through front office



      23    transactions and which will be the low -- which



      24    option will provide the lowest cost to retail



      25    customers?
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�       1         MS. MCDOWELL:  You know, I suppose it could.



       2    You know, in looking over the parties' filings in



       3    both this case and the repowering docket where



       4    similar issues were made, it seemed like folks were



       5    suggesting it was under the other factors -- the



       6    other considerations factor.  But -- and really, as



       7    the Commission -- in the cases I've looked at where



       8    you're looking at that -- low-cost factor I think is



       9    what people call it -- you know, my interpretation of



      10    the orders has really been that that is the factor



      11    where the Commission looks at the net benefits; it



      12    looks at the economic issues.



      13              So while I think some people have suggested



      14    you have to compare every resource, I think the



      15    Commission has reasonably construed that low-cost



      16    factor to really be the factor that asks the



      17    Commission to scrutinize the economic analysis and



      18    determine if there's net benefits, determine if it's



      19    a cost-effective resource.



      20              And the Commission appears to, you know,



      21    have looked at a variety of considerations in making



      22    that determination, certainly capacity need could be



      23    one of those.



      24         CHAIR LEVAR:  Okay.  Thank you.  A couple more



      25    questions -- and please don't read anything into
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�       1    these questions, but I think we just want to develop



       2    the record of options in front of us.



       3              If the Commission were to decline to



       4    approve the application, what would you view as being



       5    the regulatory status of sunk costs that were



       6    expended to meet the Safe Harbor 2016 requirements?



       7         MS. MCDOWELL:  You know, I would need to



       8    research that issue.  I know there is a provision in



       9    the statute around benchmark -- recovery of benchmark



      10    resources and, you know, I just -- I think there are



      11    some particular statutory provisions that might



      12    apply.  So that is a question I can't just give you



      13    an answer to without taking a closer look at it.  I



      14    guess I haven't like tried to go to that scenario



      15    so --



      16         CHAIR LEVAR:  Understandably, yeah.



      17         MS. MCDOWELL:  Trying to be optimistic here.



      18         CHAIR LEVAR:  You haven't provided us those



      19    options in your case.



      20         MS. MCDOWELL:  No, no.  I'm trying not to think



      21    about that.



      22         CHAIR LEVAR:  Well, I have one more question



      23    along that same line.  Again, you may not be ready to



      24    answer right at this moment.  Part five of the



      25    chapter we're dealing with has a waiver option.  If
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�       1    we issued a decision denying the application, in your



       2    view is the waiver option still applicable or is it



       3    only applicable in lieu of what the Utility's already



       4    done?



       5         MS. MCDOWELL:  Are you saying do you have the



       6    option of denying the application but allowing a



       7    waiver?  Is that the question?



       8         CHAIR LEVAR:  I think that's essentially what



       9    I'm asking although I think waiver statute has some



      10    required steps that haven't occurred in this docket,



      11    at least arguably, but that's roughly the question



      12    I'm asking.



      13         MS. MCDOWELL:  Well, let me just say this:  For



      14    the wind projects, which are a significant energy



      15    resource decision, for the Company to move forward it



      16    would require a waiver if you deny the resource



      17    application.  So, you know, my sense is that the



      18    record we've developed here would probably be



      19    sufficient to meet the requirements of the waiver



      20    statute.  I mean we would have to go through and look



      21    to see whether there was any additional process that



      22    would be required, but, you know, certainly if your



      23    intention is to allow the project to go forward but



      24    reserve judgment on them, then that would require a



      25    waiver for the wind projects.  The Company couldn't
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�       1    move forward without them.



       2         CHAIR LEVAR:  Okay.  Thank you.  I appreciate



       3    those answers.  I think those are all my questions,



       4    so with that we go to Mr. Michel next.



       5         MR. MICHEL:  Thank you.  And good afternoon,



       6    Chairman LeVar, Commissioner White, Commissioner



       7    Clark.  I want to thank you, again, for shortening



       8    the lunch hour a bit to accommodate my travel, and



       9    thank you for providing the opportunity for us to



      10    present closing arguments.



      11              As you heard from Ms. Kelly yesterday, WRA



      12    supports approval of the combined projects.  We



      13    believe the projects are in the public interest to



      14    meet the statutory requirements of the Utah Code



      15    Sections 54-17-302 and -402.  The statutory scheme in



      16    Utah allows the Commission to approve the projects if



      17    they are in the public interest after considering a



      18    set of enumerated factors.



      19              With regard to those factors, WRA and other



      20    parties have presented evidence that the projects



      21    result in utility services at the lowest reasonable



      22    cost to customers, that they reduce risk and



      23    uncertainty, provide short- and long-term benefits,



      24    enhance system reliability, and provide the Company



      25    an opportunity to earn a return on invested capital.
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�       1              In addition, development of the combined



       2    projects is environmentally responsible and -- quote,



       3    will promote the safety, health, comfort, and



       4    convenience of the public -- consistent with Utah



       5    Code 54-3-1.



       6              The hearings over the past few days have



       7    shown a need for the combined projects.  They would



       8    reduce risk, reduce PacifiCorp's capacity shortfall,



       9    and are very likely to reduce system costs and



      10    provide customer savings.  On the other hand, denial



      11    of the projects and foregoing the associated



      12    production tax credits will most likely result in



      13    higher costs and risks for PacifiCorp customers.



      14              While some have argued that the combined



      15    projects provide little capacity value to



      16    PacifiCorp's system -- and that is true -- the



      17    projects nevertheless are the least-cost means by



      18    which to provide 180 megawatts of capacity.  In fact,



      19    because the PTC opportunity -- because of the PTC



      20    that now exists, the projects will very likely



      21    provide that capacity while at the same time saving



      22    customers money.  This is a much better alternative



      23    than continued reliance on front office transactions



      24    with their inherent costs and risks.



      25              But at the end of the day, the Division's
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�       1    witness Mr. Peaco testified that if the Commission



       2    found that the projects were likely or would lower



       3    costs and risks, then they should be approved.



       4    Another of the arguments you have heard is that



       5    development of solar resource be pursued instead.



       6    That is a false choice.



       7              If both types of resources are beneficial,



       8    they should both be developed.  In fact, as Ms. Kelly



       9    testified, solar and wind resources can compliment



      10    each other with their production profiles, meaning



      11    that their combined system benefits can be more than



      12    additive if the two projects are both developed.



      13    Because of the PTC timing and limitations, however,



      14    the wind project is before you first.



      15              With regard to the specific savings that



      16    the projects can provide, the wind projects will



      17    displace more costly and risky fossil fuel energy.



      18    PacifiCorp's evidence in this regard is, in our view,



      19    conservative, and we believe the cost and risk



      20    benefits of the project are in fact significantly



      21    more than the Company portrays.



      22              PacifiCorp's natural gas price forecasts



      23    are lower than those of other vendors, which



      24    understates the benefits of the projects.  To assume



      25    that as the project opponents have, that because
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�       1    natural gas prices have been recently trending



       2    downward -- they will continue to do so -- ignores



       3    that today's prices are at historic lows and can go



       4    up much more than they can go down.



       5              It also ignores, as Ms. Kelly's analysis



       6    found, that most recent Henry Hub gas prices show an



       7    upward trend.  The overly optimistic notion that



       8    natural gas prices will remain very low over the next



       9    20 to 30 years ignores history and the volatile



      10    nature of that industry.



      11              Similarly, the Company's projections of CO2



      12    costs are overly conservative.  Reliance on a



      13    scenario with zero economic costs for CO2 over the



      14    next 30 years is simply not realistic.



      15              Mr. Chairman, would you like me to pause a



      16    second and allow the court reporter to --



      17         CHAIR LEVAR:  You know, we're going to have to



      18    rely on the recording, so why don't you just go ahead



      19    and continue.



      20         MR. MICHEL:  Okay.  Thank you.  So similarly the



      21    Company's CO2 project costs we believe are overly



      22    conservative.  Reliance on a scenario with zero



      23    economic cost for CO2 over the next 30 years is



      24    simply not realistic.



      25                  (end of audio supplement)
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�       1         MR. MICHEL:  Despite the current inaction on CO2



       2    regulation at the federal level, the rest of the



       3    world in much of PacifiCorp's service area has moved



       4    or is moving towards regulating carbon dioxide.  Utah



       5    customers cannot be isolated from this trend,



       6    particularly given today's regional electricity



       7    markets.



       8              It would be imprudent to ignore the risk



       9    and likelihood of a future with a price on carbon.



      10    As Ms. Kelly testified, even PacifiCorp's medium and



      11    high carbon dioxide cases are below the lowest



      12    estimates of future carbon costs provide by other



      13    industry sources.



      14              The conservative nature of PacifiCorp's



      15    economic analysis in the project is deepened by the



      16    Company's use of deflated 2012 dollars to measure



      17    carbon costs, its exclusion of revenues from



      18    potential REC sales, and its exclusion of potential



      19    benefits from the sale of credits similar to ERCs and



      20    EPA's now-stalled Clean Power Plan.  While, of



      21    course, these benefits are speculative, they are



      22    important nevertheless to consider as part of the



      23    overall evaluation of the projects' economics and



      24    risks.



      25              But even if one ignores these benefits,
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�       1    uses a uniform levelized or nominal approach to both



       2    PTC benefits and capital costs, as the Office



       3    suggests, and removes the unrealistic zero CO2 cost



       4    assumption that even the Office's witness disallowed,



       5    the combine projects nevertheless provide economic



       6    benefits to PacifiCorp customers in five of six



       7    price-policy scenarios, whether evaluated through



       8    2036 or 2050.



       9              Or looked at another way, a denial of the



      10    projects would harm PacifiCorp's customers in every



      11    scenario except the one that assumes perpetually low



      12    gas prices and minimal carbon regulation for the next



      13    30 years.  Denial of the projects is not a good bet.



      14              Perhaps most significant in assessing the



      15    merits of the projects is a hedging value that they



      16    provide.  As Ms. Kelly testified, this benefit was



      17    not fully captured by either PacifiCorp's stochastic



      18    analysis or by its scenario analysis.



      19              The hedging value is a key attribute of the



      20    projects that by itself could far outweigh the other



      21    substantial benefits.  Robust resources provide



      22    hedging value because they avoid unexpected,



      23    high-priced events and the shock of changing planning



      24    environments.  The combined projects hedge against



      25    the potential for tightening wholesale power markets,
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�       1    fluctuating and volatile prices in the natural gas



       2    market, the likely imposition of carbon regulation.



       3              As such, they're a resource that is



       4    well-suited to mitigate the impacts of events and



       5    circumstances that the electricity industry may face



       6    in the future.



       7              Finally, one cannot ignore that foregoing



       8    these projects also foregoes the opportunities to



       9    strengthen the transmission system at the same time



      10    reduce customer rates by taking advantage of hundreds



      11    of millions of dollars of currently available



      12    production tax credits.



      13              While WRA supports approval of the combined



      14    projects, we are not blind to some of the risks to



      15    customers that other parties have legitimately



      16    identified.  Specifically, those risks include



      17    capital cost overruns, delays in the start of



      18    operation, and underproduction from the facilities.



      19              Because of those risks and recognizing the



      20    financial benefit to the Company that the projects



      21    would provide, WRA supports reasonable customer



      22    protections as part of the approval as identified in



      23    Ms. Kelly's testimony.  These would include no



      24    track -- no resource tracking mechanism, a cap on the



      25    recoverable capital investment and O&M, a ten-year
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�       1    guaranty of 95 percent of PTC and energy benefits



       2    assumed in the Company's May 17th testimony, a limit



       3    on the allocation of transmission costs to Utah



       4    customers equal to the jurisdictional of 88 percent



       5    of those costs, and a limit to Utah's financial



       6    commitment to the projects to no more than its



       7    jurisdictional share using the 2017 protocol.



       8              In conclusion, we ask that you approve the



       9    combined projects and enable what we believe is a



      10    very beneficial resource for PacifiCorp's customers



      11    and the public.  Thank you again for the opportunity



      12    to present our position.



      13         CHAIR LEVAR:  Okay.  Thank you, Mr. Michel.



      14              Commissioner Clark, do you have any



      15    questions for him?



      16         COMMISSIONER CLARK:  No questions.  Thank you,



      17    Mr. Michel.



      18         CHAIR LEVAR:  Mr. White?



      19         COMMISSIONER WHITE:  No questions.  Thank you.



      20         CHAIR LEVAR:  I have a question about one of the



      21    Office's conditions that your witness has supported



      22    in lieu of a full grant of the application, the hard



      23    cap on the expenses.  You heard earlier



      24    Ms. McDowell's argument that any kind of hard cap



      25    like that would not be statutorily authorized; it

                                                             125

�       1    would tie the hands of a future commission's ability



       2    to do a prudence review and whether we can -- the



       3    issue is whether we have the authority to restrict a



       4    future commission's statutory authority to conduct a



       5    prudence review of additional costs.



       6              What's your view of that issue?



       7         MR. MICHEL:  Commissioner -- Mr. Chairman, my



       8    view is that a conditional approval, if that was a



       9    condition of the approval that the Company would



      10    accept or not accept, would not run into those



      11    pitfalls that you've identified.



      12              In other words, it would be a condition of



      13    approval that the Company would accept; if they did



      14    that, then my understanding is they could be bound by



      15    that.



      16         CHAIR LEVAR:  Okay.  I think that's my only



      17    question.  Thank you.



      18         MR. MICHEL:  Thank you.



      19         CHAIR LEVAR:  I did have a couple more questions



      20    for Ms. McDowell that I intended to ask and I failed



      21    to do so, so I don't think -- I think I'm going to



      22    back to you and ask these other two.  I have two



      23    questions that are related, so I'm going to ask both



      24    of them and maybe you can address them together.



      25              As we're evaluating that first factor on
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�       1    electricity at the lowest reasonable cost, one of the



       2    things that we have to look at is the robustness of



       3    the RFP response.  We had a lot of discussion over



       4    the last few days.



       5              As we consider that -- as we consider



       6    whether the response was sufficiently robust to lead



       7    to a finding on that first factor or a consideration



       8    of that first factor, how should we consider eligible



       9    bidders versus those who are ineligible because of



      10    the transmission queue?  Should an ineligible bidder



      11    be considered as part of the robustness of the



      12    response?



      13              And the second question that's related is



      14    is there any flexibility or waive-ability with



      15    respect to the FERC requirement, with respect to the



      16    interconnection queue or are those pretty firm



      17    requirements with an extremely high standard for ever



      18    having any flexibility?



      19         MS. MCDOWELL:  Okay.  Let me answer your first



      20    question first, and I think if you listened carefully



      21    to the testimony of both the IE and Mr. Peterson,



      22    both said the same thing, which is that the



      23    transmission queue issues were unfortunate, and they



      24    both recommend future steps and future RFPs to try to



      25    mitigate that problem.  That problem is not a problem
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�       1    of PacifiCorp's making, but I think both felt that



       2    perhaps through additional communication with bidders



       3    that issue could have been managed better.



       4              So for the future we certainly take those



       5    recommendations and considerations into account, but



       6    for purposes of this RFP, both said the same thing,



       7    which is, ultimately, the most economic bids were



       8    selected, that Mr. Peterson's were fortuitously, the



       9    interconnection issue did not interfere with the



      10    market testing of the wind projects.



      11              So that's really what that robust response



      12    is.  I think you're looking to get market information



      13    to verify that the projects that are before you are



      14    the lowest cost, and here, we can say that because



      15    the final shortlist was -- initial final shortlist



      16    was selected before the transmission restudy results



      17    were done.



      18              And the results of that were to change out



      19    one Company project for another, so it's not as if



      20    there were, you know, PPAs or other bidders out there



      21    whose participation was thwarted because of, you



      22    know -- that they didn't make it because of that



      23    interconnection queue.  I think the IE identified one



      24    PPA that was close, but ultimately he concluded that



      25    the final shortlist was the most economic shortlist.
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�       1              So, you know, Mr. Peterson did say he



       2    believed that the response was robust, that there



       3    were 72 bids, there were thousands of megawatts



       4    received.  All that happened and was not -- that



       5    didn't get undone by the fact that there was a



       6    transmission-queue issue at the end.  So that's the



       7    answer to your first question.



       8              With respect to your second question, I was



       9    ready for it because you suggested you might have an



      10    interest in that answer, and my understanding is that



      11    on the transmission-queue issue, ultimately there



      12    is -- you cannot get -- FERC will not waive the



      13    requirement that you follow serial order in a



      14    transmission queue.  That is a non-waive-able



      15    requirement.  That's just the way it works.  That's



      16    the rules of the road.



      17              Those transmission queues are public.



      18    People can sort out, you know, through the kinds of



      19    options and agreements how to move themselves up in



      20    the queue by getting a better queue position, but



      21    ultimately, you follow a serial order in queue



      22    positions.



      23              Now, what is potentially waive-able, what



      24    FERC has looked at and given some flexibility is



      25    different ways to study the queue, but ultimately
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�       1    when it finally comes down to who gets the



       2    transmission rights, it's strictly serial queue order



       3    and that is not waive-able.



       4         CHAIR LEVAR:  Thank you.  I appreciate those



       5    answers.  Does that leave any follow-up questions?



       6    Commissioner White.



       7         COMMISSIONER WHITE:  Well, not those specific



       8    questions, but I want to follow up on a question you



       9    asked previously.  Again, I don't want folks to read



      10    anything into this also, but help me understand in



      11    terms of the process in Oregon and where the Company



      12    stands now with respect to the combined projects and



      13    help me understand what that would look like or how



      14    it would differ from if there was a rejection here



      15    and yet a potential waiver approval.



      16              Does that leave the Company to be in the



      17    same spot or does it -- help me understand how that



      18    might or might not be different.



      19         MS. MCDOWELL:  Let me just talk about the Oregon



      20    process.  The Company -- I think as we went through



      21    and reviewed that Order in the context of this



      22    hearing, the Company has IRP acknowledgment, and the



      23    Commission was clear in not approving the shortlist,



      24    that that didn't take anything away from that IRP



      25    acknowledgment, and ultimately that is the critical
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�       1    approval or acknowledgment that the Company needed.



       2              So in Oregon the next step would be to use



       3    the mechanisms that are statutorily allowed for



       4    recoverability of renewable resources in that



       5    jurisdiction, so that -- there's a particular statute



       6    that allows the company outside of a rate case to use



       7    deferral mechanisms and a specific automatic



       8    adjustment clause mechanism to recover renewable



       9    resources and associated transmission.



      10              So the Company would proceed through that



      11    process.  That's the Company's intention.  So it



      12    would not require a general rate case.  It would be a



      13    fairly straightforward process, and, basically, once



      14    the resources go online, there would be a deferral to



      15    capture those full amounts and then they would go



      16    into rates through that renewable adjustment clause.



      17    There would be a prudence review of the resources in



      18    that context, so that's the Oregon process.



      19              Here, if the Commission waived the



      20    requirement for resources approval, I think that puts



      21    the Company in a position of needing to file a rate



      22    case to get recovery of those resources, and, you



      23    know, that would follow in the normal rate case



      24    process.  I guess I would say that, you know, the



      25    reason we're here is because -- and the reason
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�       1    there's this statute is because we've heard loud and



       2    clear from folks that they don't want us to go out



       3    and spend a lot of money without having a



       4    pre-approval process.



       5              So certainly if this Commission denied



       6    pre-approval, you know, that would give the Company



       7    pause about moving forward on such a significant



       8    investment just because of the context.  I mean,



       9    pre-approval matters.  It matters because that's the



      10    statutory scheme here, and I think since it's not the



      11    statutory scheme in Oregon, it has a different flow



      12    to it and would make the Company consider its options



      13    as, I think, Ms. Crane indicated in her testimony.



      14         COMMISSIONER WHITE:  Thank you.



      15         CHAIR LEVAR:  Did you have anything else before



      16    we move on?



      17         COMMISSIONER CLARK:  If I may.



      18         CHAIR LEVAR:  You just thought you were done



      19    earlier.



      20         MS. MCDOWELL:  Pardon me?



      21         CHAIR LEVAR:  I said you just thought you were



      22    done earlier.



      23         MS. MCDOWELL:  Yeah, I know.  I just left you



      24    speechless.



      25         COMMISSIONER CLARK:  My questions relate to
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�       1    Chair LeVar's first position about queue position.



       2    From the record, what did a bidder that had a queue



       3    position greater than 0713 learn from the restudy



       4    that the bidder wouldn't have known in the



       5    information that the Company could provide when the



       6    bidding process occurred?



       7         MS. MCDOWELL:  Let me just check with my



       8    transmission queue expert here.



       9         COMMISSIONER CLARK:  Sure.



      10         MS. MCDOWELL:  And, you know, perhaps if it's



      11    acceptable, I can just have Ms. Link, who really



      12    manages those issues for the Company, respond



      13    directly.



      14         COMMISSIONER CLARK:  It's fine with me.  I know



      15    she's been here throughout the hearing.  Just so,



      16    Ms. Link, your comments are confined to the record.



      17         SARAH LINK:  Yes, they are confined to the



      18    record.  Sarah Link on behalf of PacifiCorp.



      19              As Mr. Vail testified, before the



      20    interconnection restudies were performed, it was



      21    public knowledge on Oasis that the interconnection



      22    studies for Queue Position 708 triggered the need for



      23    the full the build-out of Segment -- of at least



      24    Gateway South.



      25              When we performed the interconnection
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�       1    restudies, that trigger point was moved down to



       2    Queue Position 713, so anybody below 713 was



       3    unaffected.  Before the restudies they needed the



       4    full build-out of Gateway South and after the



       5    restudies they needed the full build-out of



       6    Gateway South, and that was publicly available



       7    information.



       8         COMMISSIONER CLARK:  Thanks.  I appreciate you



       9    reminding me of how that worked.



      10         CHAIR LEVAR:  With that, I think we're ready to



      11    move to Mr. Holman next.



      12         MR. HOLMAN:  Thank you, Chair LeVar.  Good



      13    afternoon, Commissioners White and Clark.  I just



      14    want to first thank the Commission for letting us



      15    wrap this up with closing arguments.  I appreciate



      16    the opportunity to reiterate our case.



      17              As you've heard from Ms. Bowman's testimony



      18    in her statement today, Utah Clean Energy is in



      19    support of the combined projects, but the scope of



      20    Utah Clean Energy's testimony throughout this



      21    proceeding has largely focused on the benefits that



      22    the combined projects afford Utah ratepayers as they



      23    relate to risk mitigation and climate change



      24    specifically.



      25              Ms. Bowman filed testimony and her
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�       1    statement today provided details of our position in



       2    this docket and in the interest of brevity, to wrap



       3    this up a little bit faster, I'll only briefly



       4    summarize those questions now, but I'm happy to take



       5    questions if you have any after the fact.



       6              Title 54, Chapter 17, Parts 302 and 402



       7    list some of the factors that the Commission



       8    considers when determining whether a proposal is in



       9    the public interest.  These factors include whether



      10    the proposal would provide the lowest-reasonable cost



      11    electricity but also the long-term and short-term



      12    impacts, risk, reliability, and other factors



      13    determined by the Commission to be relevant.



      14              Generally, our position is that the



      15    combined projects are a positive initial step towards



      16    the decarbonizing PacifiCorp's energy generation



      17    fleet, which can be realized more economically for



      18    ratepayers through the production tax credits.  The



      19    combined projects will also proactively position the



      20    Company to respond to increases in fuel and carbon



      21    costs as well as regulatory changes that may require



      22    additional renewable resource capacity in the future.



      23    This alleviates risks for ratepayers.



      24              The risks identified by other parties in



      25    this proceeding can be mitigated with the inclusion
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�       1    of ratepayer protections outlined by the Office and



       2    just summarized by Mr. Michel from WRA.  Utah Clean



       3    Energy also supports these positions as reasonable



       4    safeguards designed to help ratepayers realize the



       5    short-term and long-term benefits of the combined



       6    projects.



       7              While Utah Clean Energy's testimony in this



       8    docket addresses many of the public interest factors



       9    from parts 302 and 402, I would like to focus for a



      10    moment on the last fact, the other factors that the



      11    Commission may deem relevant.  Throughout our



      12    testimony Utah Clean Energy has explained why the



      13    risk and costs of climate change are relevant to



      14    consider when determining whether the benefits of the



      15    combined projects outweigh the costs.



      16              There's widespread scientific consensus



      17    based on existing information that significant carbon



      18    dioxide emissions reductions are necessary to



      19    mitigate the adverse impacts of climate change.



      20    Utah Clean Energy cites the climate science special



      21    report in our testimony, which broadly outlines the



      22    body of knowledge regarding the anticipated impacts



      23    of a changing climate.



      24              A number of U.S states and countries have



      25    began to address this issue through policies that
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�       1    regulated carbon emissions.  In Utah, during the 2018



       2    general legislative session, the Utah legislature



       3    enacted and the governor signed, House Concurrent



       4    Resolution 7, which is entitled Concurrent Resolution



       5    on Environmental and Economic Stewardship.



       6              This resolution acknowledges a change in



       7    climate and reasonably encourages state agencies to



       8    reduce emissions through incentives.  It encourages



       9    reliance on and understanding of climate science and



      10    states in relevant part, quote, that "We should



      11    prioritize our understanding and use of sound science



      12    to address causes of a changing climate and support



      13    innovation and environmental stewardship in order to



      14    realize positive solutions," end quote.



      15              It also states, quote, that "The



      16    Legislature and the Governor encourage individuals,



      17    corporations, and state agencies to reduce emissions



      18    through incentives in support of the growth in



      19    technologies and services that will enlarge our



      20    economy in a way that is both energy efficient and



      21    cost effective," end quote.



      22              These selections from the resolution



      23    represent an acknowledgment by the legislature and



      24    the governor that our climate is changing and that



      25    reduction -- and that reducing emissions through
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�       1    incentive like the PTCs will benefit the public.  As



       2    such, emission reduction is a relevant factor that



       3    the Commission should consider when conducting its



       4    public interest analysis.



       5              The combined projects represent a



       6    time-limited opportunity to leverage tax incentives



       7    that encourage the acquisition of resources that we



       8    believe will impute benefited to ratepayers over



       9    their useful lifetimes and in part as result of



      10    reducing emissions.



      11              The combined projects will also protect



      12    ratepayers from future uncertainty and risk related



      13    to increasing fuel and carbon costs.  For these



      14    reasons we believe the combined projects are in the



      15    public interest and I respectfully recommend that the



      16    Commission approve them.  Thank you.



      17         CHAIR LEVAR:  Thank you.



      18              Commissioner White, do you have any



      19    questions for Mr. Holman?



      20         COMMISSIONER WHITE:  Yeah, just one.  I am



      21    familiar with that resolution.  I'm not probably as



      22    familiar as UCE is.  From your perspective, does it



      23    matter where these resources are located?  In other



      24    words, these resources are located in eastern Wyoming



      25    and not in the state of Utah.  Does that resolution
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�       1    point to any kind of locational specificity or is it



       2    just --



       3         MR. HOLMAN:  I don't think the resolution, you



       4    know, specifically disqualifies resources that



       5    operate outside of bounds of Utah.  I think because



       6    it was the Utah legislature and the Utah governor



       7    generally they had Utah in mind, but because of



       8    PacifiCorp's system and the nature of it, resources



       9    in another state benefit Utah ratepayers.  So by



      10    making changes in the PacifiCorp system largely or



      11    generally, you are benefiting Utah ratepayers.



      12         COMMISSIONER WHITE:  That's all I have.  Thank



      13    you.



      14         CHAIR LEVAR:  Commissioner Clark.



      15         COMMISSIONER CLARK:  I don't have any questions.



      16    Thank you very much for your participation.



      17         MR. HOLMAN:  Thank you.



      18         CHAIR LEVAR:  I think I have one.  I apologize



      19    if this would have been a better question for your



      20    witness this morning.  I think it might have been to



      21    address to her.



      22         MR. HOLMAN:  I'll try my best.  It's my second



      23    month so --



      24         CHAIR LEVAR:  Okay.  I'm understanding your



      25    position is you're suggesting some kind of
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�       1    value-adder that we should consider for climate



       2    change in addition to the CO2 pricing that's in the



       3    modeling.  Do you have any kind of quantification



       4    that you're suggesting for that?  Or in the



       5    alternative, how would we go about quantifying that



       6    as economic regulators?



       7         MR. HOLMAN:  I think in Ms. Bowman's final round



       8    of testimony there is a short quantification of the



       9    amounts of carbon that these resources would offset,



      10    so by introducing that added value or attributing a



      11    value to that carbon and then adding that value to



      12    the benefits of the combined projects, you would be



      13    able to, in that regard at least, introduce some sort



      14    of quantitative benefit when considering whether the



      15    combined projects are as a whole in the public



      16    interest.  But beyond that, we haven't done any



      17    quantitative analysis to enable the Commission in



      18    this proceeding to determine the benefits



      19    holistically of climate change mitigation from the



      20    combined projects.



      21         CHAIR LEVAR:  Okay.  I think the clarification



      22    I'm looking for is your position is that value you



      23    describe should be an adder-to modeling potential CO2



      24    costs?  Is that UCE's position?



      25         MR. HOLMAN:  That's correct, yes.
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�       1         CHAIR LEVAR:  Okay.  Thank you for your closing



       2    statement.



       3              Ms. Hickey.



       4         MS. HICKEY:  Thank you, sir.  Lisa Hickey



       5    representing the Interwest Energy Alliance.



       6    Interwest is a trade association of wind, solar,



       7    geothermal, and energy storage developers working



       8    with nongovernmental organizations to promote the



       9    growth of renewable energy around the intermountain



      10    region including here in Utah.



      11              Interwest promotes the combined projects



      12    because they will provide fuel cost free, stable



      13    price, low-cost emissions-free energy with some



      14    capacity benefits for Utah ratepayers.  Interwest



      15    retained Gregory Jenner due to his tax expertise



      16    related to the PTCs because we anticipated that



      17    potential changes to the PTC may be at issue early in



      18    the proceeding and we thought it may be of help to



      19    the Commission and the parties.



      20              In the end, he testified that



      21    Rocky Mountain Power's tax analysis seems to be



      22    valid, confirm that it is not all-or-nothing



      23    eligibility but is determined on a turbine-by-turbine



      24    basis and said that PacifiCorp's guarantee of PTC



      25    eligibility is a valuable one and reliable even in
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�       1    the event of unforeseen roadblocks because there's



       2    some ability to prove excusable delays due to



       3    permitting and other matters outside of PacifiCorp's



       4    control while building the transmission line.



       5              That said, it's clear time is of the



       6    essence as described by Rocky Mountain Power to gain



       7    these hundreds of millions of dollars in discounts



       8    brought by the PTCs available to the wind projects.



       9    Mr. Jenner also confirmed that while Interwest



      10    clearly supports additional solar acquisitions in the



      11    near term, because of solar energy's benefits to



      12    balancing the system when added in addition to wind,



      13    as testified by other parties including Ms. Kelly,



      14    and to acquire the 30 percent ITC levels, Rocky



      15    Mountain Power's planning follows industry trends



      16    delaying solar until wind has been acquired to



      17    acquire the PTCs.



      18              We do look forward to hearing more about



      19    solar acquisitions arising out of the solar RFP or



      20    other negotiations in the near future.  Interwest



      21    recommends that Rocky Mountain Power continue to grow



      22    its wind fleet because of its hedge values, providing



      23    a hedge against natural gas volatility provided over



      24    the long-term.  That's been testified to by several



      25    witnesses.
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�       1              Renewable energy can provide reliability



       2    benefits to the system, especially through a



       3    combination of wind and solar as testified by



       4    Ms. Kelly.  Replacing a system run on fossil fuels



       5    with capital investments in modern technologies will



       6    be more efficient and reduce regulatory costs going



       7    forward.



       8              Interwest and other parties including the



       9    Division have consistently recommended that



      10    PacifiCorp reduce its reliance on FOTs, front office



      11    transactions, due to the likelihood that power costs



      12    will rise while natural gas prices rise.



      13              And because of the risks of power price



      14    volatility over time, the capacity need is growing to



      15    over 3000 megawatts, as testified by the UCE witness



      16    Kate Bowman, by the end of the planning period.  Even



      17    Mr. Peaco from the Division agrees that natural gas



      18    prices are likely to rise, so the costs of front



      19    office transactions will rise.



      20              Interwest, along with the Division and



      21    other IRP stakeholders, have also recommended that



      22    PacifiCorp continue its transmission planning to



      23    improve reliability and allow it to integrate



      24    renewables from remote areas, both wind- and



      25    solar-rich regions.
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�       1              Overall transmission planning will also



       2    serve Utah directly through enabling solar



       3    interconnections along with the winds as you go



       4    forward.  Utah can benefit in the meanwhile from the



       5    advanced wind technologies brought with these



       6    combined projects.



       7              As testified by Rocky Mountain Power



       8    witness Teply and Mr. Vail -- Chad Teply and



       9    Mr. Vail, this transmission line and upgrades have



      10    been planned for about ten years and were anticipated



      11    to be built in 2024.  Interwest is concerned about



      12    the arguments from the Division that transmission



      13    upgrades must not be approved until a line is needed



      14    for reliability in the immediate future and then must



      15    also be separately substantiated through economic



      16    principles.



      17              We urge the Commission not to wait to



      18    approve these upgrades until the line is affecting



      19    reliability in the very near term because as we all



      20    know it takes years to permit and build a line and by



      21    then Utah ratepayers and businesses in Casper will be



      22    suffering losses.  Interwest recommends you approve



      23    these transmission upgrades while you have the new



      24    wind projects to pay for it.



      25              The PTC has already dropped below
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�       1    100 percent and is scheduled to expire completely.



       2    The ITC on the other hand continues for a higher



       3    level for a longer period, so solar acquisition



       4    trends are moving a bit behind wind.  Projects must



       5    commence construction in 2019 to qualify for the



       6    higher 30 percent ITC levels.



       7              That said, we strongly urge solar



       8    acquisitions after these combined projects are



       9    approved and moving forward.  We will be continuing



      10    to urge this in the 2019 IRP so that the planning and



      11    the approval process can move forward sequentially



      12    and as it is usually contemplated.



      13              I should make some comments about the RFP.



      14    Interwest members include the leading wind developers



      15    and manufacturers, both winners and losers in this



      16    IRP bid review process.  We are keenly interested in



      17    keeping the markets competitive because it lowers



      18    costs for ratepayers, but our advocacy does not just



      19    include promoting the benefits of PPAs.  Interwest



      20    also supports utility ownership of renewables.  While



      21    PacifiCorp has been somewhat slower to adopt



      22    renewables than we might have liked, they are



      23    generally following industry trends in this sense,



      24    and that's prudent behavior.



      25              We have seen more utilities want to own
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�       1    wind over the last eight to ten years as PacifiCorp



       2    has done, and now over the past few years, utilities



       3    have shown a growing interest in owning and operating



       4    their only solar plants.  Interwest encourages this



       5    utility ownership so long as the utility ownership is



       6    ground in acquisitions out of competitive



       7    solicitations.  We need those solicitations to test



       8    the prices against the market.



       9              We note that a build-transfer project is



      10    not the same as a utility self-build project, and



      11    there are more inherent risk reductions with the BTA.



      12    These BTA projects have been developed in this case



      13    by the sophisticated wind developers as described by



      14    the IE, which chose and developed the site and



      15    acquired the queue positions that eventually were



      16    available to Rocky Mountain Power.



      17              A BTA includes components which have been



      18    competitively acquired from the market, again,



      19    reducing costs and spreading the economic benefits



      20    through the supply chain.  These benefits and lower



      21    costs will now inure to the ratepayers including Utah



      22    electricity customers.  Utah believes that utility



      23    ownership actually can generate more competitive



      24    activity in a market because it makes it more likely



      25    a utility will actually acquire from a competitive

                                                             146

�       1    solicitation.



       2              It's important to note that BTAs were



       3    derived from the solicitation.  They had to compete



       4    directly against those PPAs that were bid including



       5    the PPA that was ultimately acquired.  The Utah IE



       6    found -- I'll quote here at page 78 read by Mr. Hayet



       7    this morning, "At the request of the IEs, PacifiCorp



       8    ran a 30-year analysis as well as assessments without



       9    using nominal dollars for PTC benefits.  The results



      10    show that BTA and PPA for the most competitive



      11    projects to be close in value."



      12              Therefore, utility owned projects are not



      13    necessarily higher costs when acquired under these



      14    conditions.  That is not to say we shouldn't continue



      15    to improve and carefully monitor solicitations



      16    developed by PacifiCorp and approved by this



      17    Commission.  A transmission meeting and improved



      18    transparency would be appropriate in the future as



      19    requirements for solicitations and including the



      20    solar solicitations.



      21              As to the modeling, Interwest concurs that



      22    Rocky Mountain Power's modeling assumptions appear to



      23    be conservative.  The totality of the modeling shows



      24    costs savings to Utah electricity consumers.  As



      25    testified by UCE's Kate Bowman, regulatory and costs

                                                             147

�       1    of burning fossil fuels are more likely to go up



       2    rather than down or to remain flat.



       3              Ms. Kelly for Western Resource Advocates's



       4    testimony reflects the history of PacifiCorp's



       5    modeling of higher carbon price in other IRP venues



       6    and other trends in the industry to represent higher



       7    regulatory costs going forward.  Even if we force-run



       8    carbon-producing coal units, that doesn't necessarily



       9    mean that prices will not spike for these resources,



      10    especially if we continue to include reasonable



      11    environment protections in our regulation of these



      12    resources.  Therefore, the low gas and zero carbon



      13    cost scenario seems to be the least likely outcome



      14    going forward.



      15              Interwest notes that UCE's testimony this



      16    morning which shows a much higher level of benefits



      17    when you revert to carbon costs used by PacifiCorp in



      18    June 2017.



      19              I wanted to say just something about the



      20    MSP discussions which causes concern about risks and



      21    cost allocations in the future.  There certainly is a



      22    trend for changing regulatory schemes for utilities



      23    going forward that naturally results in a trend to



      24    fear the risks of long-term investments.  Long-term



      25    investments, therefore, are harder to promote all
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�       1    around the West because each state has its own



       2    version of deregulation or new regulation going



       3    forward.



       4              But I urge you to consider the potential



       5    inefficiency of avoiding long-term investments.



       6    There are risks in the future.  We always have made



       7    long-term investments in the face of uncertainty.



       8    Long-term uncertainty has always existed, but



       9    considering the potential for grid regionalization,



      10    one of the major benefits for regionalization, which



      11    I think is widely known is the likelihood of reduced



      12    reserve requirements lowering costs.  And those



      13    reduced requirements result from geographic



      14    diversity.  Therefore, we will continue to rely on



      15    the main-stem grid and transmission planning and



      16    continued upgrades going forward.



      17              So we urge continued step-by-step



      18    transmission development because it will be critical



      19    to maintain reliability and to continue developing



      20    stable-price clean energy resources.



      21              Recognizing the cautions warranted,



      22    Interwest asks you to find that the combined projects



      23    are a unique opportunity to acquire generation



      24    capacity resources at a substantial discount due to



      25    the PTCs.  Interwest promotes combined projects as
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�       1    being economically beneficial over time.



       2              Thank you very much for your attention, for



       3    the opportunity to appear, and for all of the hard



       4    work to yourselves, of course, and your staff and all



       5    of the parties.  Thank you.



       6         CHAIR LEVAR:  Thank you.



       7              Commissioner Clark, do you have any



       8    questions for Ms. Hickey?



       9         COMMISSIONER CLARK:  No questions.  Thank you,



      10    Ms. Hickey.



      11         CHAIR LEVAR:  Commissioner White, do you?



      12         COMMISSIONER WHITE:  Yeah, this one -- I mean



      13    you may not have information or feedback on this, but



      14    you represent the only market participants in this



      15    process, and certainly a robust process, you know,



      16    with competition is extremely important.  There's



      17    been a lot discussion specifically about the issues



      18    of the transmission queue and what was communicated



      19    and what wasn't.



      20              What can you tell us in terms of what the



      21    market feedback was with respect to how that



      22    transpired?  I know that's challenging because you



      23    represent probably differing market participants, but



      24    I think you're the only one who can maybe even



      25    provide that because you represent market
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�       1    participants.



       2         MS. HICKEY:  It's a very important question,



       3    Commissioner White, and it's a challenge, it is,



       4    because I represent all sorts of developers; and we



       5    do, as I said, have a real interest in maintaining



       6    competitive markets and, therefore, transparent and



       7    predictable solicitations.



       8              The queue issue was a misstep and could



       9    have been at least mitigated by a full discussion of



      10    the transmission issues going forward by a separate



      11    meeting probably just as recommended by your EI.



      12    Time was of the essence as you know, and there is not



      13    a lot of testimony about this, but there is a



      14    separation.



      15              There was some testimony about the



      16    separation in parts of PacifiCorp.  Their



      17    transmission team can't talk to the generation team,



      18    and so there's a built-in lack of communication



      19    required by law; and therefore, I think that avoided



      20    a melding of step-by-step communication for all the



      21    bidders in advance when we would have preferred it.



      22              As one of the IEs described, the generation



      23    acquisition got in front of the transmission



      24    planning, and the transmission announcements that



      25    they could even produce fully for the bidders.
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�       1              There was disappointment about what



       2    happened with the queue and how initially it was



       3    published to be anyone around the region could bid,



       4    and then it turned out well, didn't matter too much



       5    if you came from elsewhere.  But recall that the



       6    queue positions were owned by developers who had held



       7    them and stayed in the queue legitimately and then



       8    ultimately were acquired by PacifiCorp as part of



       9    BTAs, and I don't know about the PPA, where that fits



      10    in there.



      11              So it wasn't as if PacifiCorp was secretly



      12    holding on to them themselves and somehow pivoted so



      13    that there was something unfair about ending up with



      14    those queue positions.  It just disappointed those



      15    down the line in that they might not have had full



      16    opportunity that they thought they had.



      17              So there is some disappointment, but that's



      18    why I mentioned that utility ownership now has



      19    awakened interest in this market again, and it will



      20    bring more robust response in both wind and solar.



      21    We've seen that in other areas.  I believe that to be



      22    true, and it will continue for the next RFP put out



      23    by PacifiCorp.  We do need to keep monitoring these



      24    things.  We do need to have the step-by-step approval



      25    of the RFPs, requirement for meetings, and, you know,
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�       1    bidder communication that can be monitored by the IE.



       2              Most of those rules are in place, and in



       3    the end, these -- you know, some of the best bids



       4    were chosen, and those competed against each other



       5    and they were very close in price as far as I can



       6    tell.  I don't have -- anyway, I won't talk about the



       7    confidentiality and what was available.  But you know



       8    that, and so that makes these very low price bids



       9    that you've ended up with in these combined projects.



      10              One other thing I wanted to say and I



      11    forgot what it was.  So in the end -- oh -- well, I



      12    would analogize this to, you know, we're trolling



      13    along and we hit a snag, but it's not sufficient to



      14    turn the boat around.  No RFP and bid review process



      15    is perfect.



      16              I've read a lot of IE reports.  I've talked



      17    to a lot of developers, and you would be surprised



      18    how much they can shrug off and move forward because



      19    they believe this is still a productive market and



      20    that there will be more to come especially with



      21    regionalization to come.



      22         CHAIR LEVAR:  Okay.  Thank you, Ms. Hickey.



      23              I think we'll move -- do the other parties



      24    have an agreement on what order they wanted to go in



      25    or should we go in the order we typically do?
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�       1         MS. SCHMID:  We have discussed allocation of



       2    time and order.



       3         CHAIR LEVAR:  Okay.  Before that, I will



       4    mention, if you reserved time for rebuttal, I believe



       5    you have roughly 18 minutes after we get through the



       6    other parties.



       7         MS. MCDOWELL:  Thank you.



       8         CHAIR LEVAR:  Okay.  Ms. Schmid.



       9         MS. SCHMID:  The Division gets to start.



      10         CHAIR LEVAR:  Okay.



      11         MS. SCHMID:  Thank you for the opportunity to



      12    present this closing argument on behalf of the



      13    Division.  This case is fundamentally about risks,



      14    not benefits.  The Company has failed to prove that



      15    the approval of the combined projects is in the



      16    public interest because it has neither grappled with



      17    these risks nor adequately considered alternatives.



      18              The Company has seemingly boundless faith



      19    in its forecasting that nevertheless ends right at



      20    the point where it's risk begins.  The future without



      21    these projects is a reasonable one with relatively



      22    low costs.  The future with these projects is



      23    uncertain and could involve slightly lower costs or



      24    significantly higher costs and stranded assets,



      25    particularly in later years.
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�       1              The Company has engineered a changing set



       2    of projections, inputs, and assumptions that in



       3    association with its anticipatory procurement



       4    activities virtually guaranteed that its projects



       5    would be selected.  These projects are not needed,



       6    and they would only be in the public interest if they



       7    resulted in lower costs.  The Division does not



       8    believe that they do.



       9              Far from being certain, the prospect of net



      10    benefits depends on assumptions about gas prices and



      11    carbon prices, demand projections, transmission



      12    subscription projections through PacifiCorp's OATT,



      13    assumptions about the nature of electricity systems



      14    many years in the future, and projections of terminal



      15    value based on conjecture.



      16              Given that a minor variation in any of one



      17    these projections could erode any projected net



      18    benefit, the combined projects are not a risk worth



      19    taking.  Indeed, the Company has evidence its



      20    unwillingness to accept virtually any risk of these



      21    variations occurring.  Even when the Company has been



      22    able to mitigate risks, it has come at no cost to it.



      23    Rather, it asks the captive ratepayers to bear the



      24    risks the Company cannot shift to vendors or others.



      25              I'll highlight just a few of these risks.
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�       1    I'll start with model inputs.  The Company has



       2    conducted a large number of analyses and scenarios



       3    using complex planning models, but the validity of



       4    the results depends on the accuracy of the inputs.



       5    It doesn't matter how many runs the Company did or



       6    how complex the analysis was, the credibility of the



       7    results must be judged by the quality of the inputs,



       8    not the volume and complexity of the analysis.



       9              In this case, the Company's analysis masks



      10    key assumptions, omits key alternatives, and ignores



      11    significant risks resulting in an inflated



      12    representation of the benefits of the combined



      13    project.  The inputs and methods used in the



      14    Company's modeling have produced results and analyses



      15    that are biased in favor of Company owned wind



      16    projects over wind power alternatives.



      17              And these results are biased in favor of



      18    the combined projects in total over other



      19    alternatives.  The Company has repeatedly modified



      20    its methodology to omit costs attributed to the



      21    combined projects and to impute speculative benefits



      22    to justify them.



      23              Next, I'd like to talk about gas risks.



      24    There is a risk associated with the three natural gas



      25    price scenarios presented by the Company.  Division
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�       1    witness Dan Peaco determined that the three natural



       2    gas scenarios were skewed high when compared to



       3    then-current forward prices.



       4              The Company has updated its natural gas



       5    price, but Mr. Peaco continues to believe that the



       6    Company's mid and high cases likely overstate the



       7    value and that the lower cases should be given



       8    significant weight.  He also believes that a simple



       9    weighted average of the three gas price scenarios



      10    also skews the risk-weighted analysis to higher



      11    projects.



      12              In response to a question in yesterday's



      13    hearing, Mr. Peaco testified that a curious and



      14    abrupt bump in gas price projections four or five



      15    years in the future raises the gas prices



      16    significantly from then on.  Higher gas prices yield



      17    higher estimates of benefits of the combined project.



      18    Without that jump in prices when the Company



      19    transitions its forecast from futures to projections,



      20    the prices would be significantly lower, eroding



      21    benefits.



      22              Indeed the Company's prices are projected



      23    to rise faster than general inflation for the



      24    duration of the wind projects' lives.  To put this in



      25    context, to get to the medium gas case proposed by
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�       1    the Company, the Commission would have to assume that



       2    natural gas prices would rise from today's pricing at



       3    a rate higher than 4 percent a year for year after



       4    year for decades.  Recent history certainly does not



       5    support such inflation projections.



       6              Furthermore, the Company has offered no



       7    real support of this -- for its projection of



       8    gas price inflation other than generalized conjecture



       9    about LNG exports and demands.



      10              Given the Company's poor predicted track



      11    record about gas prices, the Division understands why



      12    the Company would be unwilling to assume the risks of



      13    its projections being significantly wrong.  The



      14    Division remains uncertain about why the Company is



      15    eager to have ratepayers assume the same risks.



      16              Caution is warranted based on the nature of



      17    predictions and the Company's history of being wrong



      18    in recent years that have led to -- that lead to



      19    unacceptable risk for ratepayers.  The Company claims



      20    that the Division's position in the Jim Bridger



      21    docket requires or suggests that the Division support



      22    approval here, but the two cases are fundamentally



      23    different.  In Jim Bridge a choice had to be made.



      24    The choice was to invest in the SCRs or to convert



      25    the plant to gas.  Here the no-action alternative is
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�       1    reasonable and is the least risk.



       2              That is to say that the number of magnitude



       3    of the risks of doing nothing is smaller than the



       4    number and magnitude of risks involved in approving



       5    the combined projects.



       6              The Company claims its gas forecasts are



       7    conservative.  Yet in the Jim Bridger case it seeks



       8    to use it as an example of how its planning and



       9    projections work.  Actual gas prices ultimately have



      10    been lower than the Company's projections.  It now



      11    appears that converting the plant to gas would have



      12    been the most economical decision.



      13              This result supports the Division's request



      14    that the Commission be cautious in relying upon the



      15    Company's gas forecast.  This case is different from



      16    the -39 case, and given the uncertainties here, the



      17    no-action alternative available here is the decision



      18    most in the public interest.



      19              I'll focus here on the request to approve



      20    transmission project.  Here the Company seeks



      21    approval of a nearly 700 million new transmission



      22    line, making the accuracy of the risk/benefit



      23    analysis more complicated and more critical in this



      24    case than it was in the -39 docket because this case



      25    not only involves gas forecast but also transmission
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�       1    line estimates.



       2              These risks include that the transmission



       3    line is an all-new greenfield construction, that



       4    there's a much tighter timeline to meet the PTC 2020



       5    requirement.  One-third of the cost of the new



       6    transmission, whereas none in the repowering, has to



       7    be built and fully produced to support the costs as



       8    well as the wind project costs.



       9              Studies are still needed to ensure that



      10    transmission will be sufficient to allow full wind



      11    delivery, and delivery was not an issue in -39.  The



      12    benefit/risk ratios are worse in any of the



      13    12 repowering projects in many scenarios.  The 12 --



      14    the scenarios -- the lower benefits relative to costs



      15    here present a much higher risk than they did in the



      16    -39 docket.



      17              The Division is concerned that inaccurate



      18    transmission line cost projections could have favored



      19    the selection of Wyoming wind resources over projects



      20    outside the constrained area.  In declining to



      21    acknowledge the RFP shortlist pertaining to the



      22    combined projects, the Oregon commission noted its



      23    IE's concern that the cost projections for the



      24    D2 segment, Aeolus to Bridger, are a major driver of



      25    selection in this RFP and, if actual costs are
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�       1    higher, it may turn out that a better solution would



       2    have been to select more supply from outside the



       3    constrained area in Wyoming.  And that's with the



       4    Commission's Order, DPU Cross-Exhibit 3 at page 4.



       5              The Division shares this concern.  Because



       6    the required transmission studies have not been



       7    completed, it's impossible to accurately predict the



       8    true cost of the transmission line, making the



       9    overall combined project estimates still uncertain,



      10    particularly where the cost/benefit analysis and



      11    project selection has been based on mid and high



      12    cases that likely overstate the value and on cases



      13    that dismiss the low-case results.



      14              The Division believes these low case



      15    results should be given significant weight.



      16    Regardless of whether other projects might have been



      17    selected, the Company's projections could still



      18    suffer from small inaccuracies that erode benefits.



      19              I'll talk about MSP risk next.  The Oregon



      20    decision on the combined projects highlights the



      21    risks inherent in this case that are associated with



      22    the MSP.  In that May order the public -- the Oregon



      23    commission declined to acknowledge PacifiCorp's



      24    request for proposals related to the combined



      25    projects.  Through this action the Oregon commission
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�       1    denied the Company and other stakeholders an advance



       2    indication that the Commission is satisfied at this



       3    point in time with the Company's analysis of which



       4    market opportunities meet or met the IRP's objectives



       5    as least cost, least risk to customers.  That's at



       6    page nine.



       7              The Oregon commission decisions and our own



       8    IEs' concerns reinforce the Division's concern about



       9    the effect that Oregon policy decisions may have on



      10    Utah ratepayers and their responsibility through



      11    PacifiCorp's multistate process.  While the



      12    Commission -- sorry -- while the Company correctly



      13    pointed out on cross-examination that the failure to



      14    acknowledge does not necessarily change the product



      15    stance in Oregon, if Utah were to approve while



      16    Oregon withholds approval, the Division is concerned



      17    that Oregon will have gained additional leverage in



      18    the current discussions about realigning resources.



      19              The Commission is not convinced that Oregon



      20    would forego using that leverage, given the higher



      21    costs it will face, from replacing a larger amount of



      22    assets in advance of its 2030 commitment to remove



      23    coal from its system.  One additional possible



      24    adverse consequence is that in a future proceeding



      25    Oregon could reject its share of the combined
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�       1    projects after they are built, leaving the Company



       2    with the unpalatable option of burdening Utah



       3    ratepayers and those of other states with those costs



       4    or saddling shareholders with those unassigned costs.



       5    That option is surely as unpalatable to the Company



       6    as burdening Utah ratepayers with Oregon's share is



       7    to the Division.



       8              Indeed, the history of the MSP reflects in



       9    part a story of the Company seeking to plug holes



      10    created by differing state allocations.  This risk



      11    was acknowledged when the mergers first began.  This



      12    risk was specifically dealt with in the most recent



      13    acquisition of Rocky Mountain Power by PacifiCorp.



      14              In that case a stipulation agreed to by the



      15    parties and approved by the commissions said that the



      16    Utah ratepayers were in essence to be held harmless



      17    from costs increasing due to the multistate project,



      18    but also, I must note, that the stipulation and order



      19    approving it did not prohibit the Commission from



      20    approving prudent costs.



      21              But the Utah legislature recognized this



      22    complexity too, and its solicitation statute allows



      23    consideration of this multistate risk.  When taking



      24    all these together in light of Oregon's decision,



      25    when evaluating this over -- or approximately
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�       1    $2 billion project, the Division urges the Commission



       2    to recognize what the statute recognizes, that large



       3    procurement decisions can have significant



       4    implications in the multistate process, especially if



       5    there's any indication of skepticism from one or more



       6    states.



       7              The MSP process is at a critical stage with



       8    the 2017 protocol expiring December 31st, 2019 and no



       9    agreement on what to do when it expires.  Because MSP



      10    negotiations are occurring right now, the Division



      11    urges the Commission not to make decisions that might



      12    adversely affect Utah's negotiating position or



      13    unjustly burden Utah ratepayers in the future.  We



      14    don't understand what those may be, but these are



      15    risks that the Company has not addressed.



      16              Turning now to benefits, the Company's



      17    analysis overstates the benefits and ignores key



      18    downside risks, the risk some of which were discussed



      19    above.  The Company's reliance on speculative



      20    assumptions, its omission of key alternatives and its



      21    disregard of significant risks, produce an inflated



      22    representation of the benefits of the combined



      23    projects.



      24              In part the Company relies upon speculative



      25    benefits to justify the combined projects such as an
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�       1    arbitrary terminal value and the unproven assumption



       2    that transmission subscription revenues will remain



       3    at today's levels for decades even though the



       4    electric industry is ever-changing.



       5              When combining all of these together, the



       6    Company presents a price-policy scenario matrix that



       7    suggests that most of the outcomes are net benefits



       8    for customers, but this conclusion belies the fact



       9    the Company's modeling does not present a fair



      10    analysis of the projects in any of the



      11    price-policy scenarios.



      12              As a result, simply assuming that more net



      13    benefit outcomes in the matrix mean that the combined



      14    projects are more likely than not to produce a net



      15    benefit for customers is not the correct conclusion.



      16    However, some parts of the application surely would



      17    result in a different type of benefit, a benefit for



      18    the Company, not for the ratepayers.



      19              For example, the Company proposes to create



      20    a new mechanism, the RTM, to recover its cost from



      21    ratepayers, implementing an RTM would permit the



      22    Company to put off filing a general rate case in



      23    which all aspects of its business would be adjusted



      24    to current conditions.  Just as the Commission



      25    recognized there was no need for an RTM in the -39
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�       1    docket, there is no need for the RTM in this docket.



       2    A rate case, and one sooner and not later, is the



       3    most appropriate way to address recovery of costs



       4    associated with the combined projects.



       5              Next I'll briefly address need.  The



       6    Division has made much of the distinction between



       7    need and economic opportunities because in this case



       8    it matters.  The Division understands the Company's



       9    small short position and the general options



      10    available to meet it.



      11              The Company would have you believe that



      12    only the combined projects will meet the Company's



      13    need and that an inquiry need to go no further.



      14    That's wrong.  These projects would constitute part



      15    of the Company's least-cost, least-risk portfolio



      16    only if they were cheaper and less risky than front



      17    office transactions, other bilateral transactions,



      18    different resources, and a host of other resources



      19    that have not been considered by the Company in its



      20    modeling or in its RFP design.



      21              The Division and others believe that the



      22    Company has failed to analyze these considerations



      23    and did not solicit capacity from the market



      24    generally to meet the Company's asserted need.  So in



      25    some cases the Company's failure to analyze was that
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�       1    it failed to adequately consider these other options.



       2    In others, the failure was that the Company never



       3    considered them at all.



       4              Further, the Oregon IE confirmed that



       5    selected bids were not the least-cost offers but



       6    rather the lowest-cost offers that were viable under



       7    the current transmission assumptions and constraints



       8    imposed by the Company in its RFP.  The Utah IE also



       9    discussed the constraints and restrictions that the



      10    RFP put on selected resources.



      11              These failures, which the Commission has



      12    not yet addressed in the IRP docket, appear both here



      13    and in that IRP docket.  The Company has resisted



      14    pre- and post-filing suggestions that an all-source



      15    RFP would reveal the full market.  It has resisted



      16    modeling changes that would allow contemporaneous



      17    consideration of other renewable resources.



      18              It has resisted further development of



      19    alternate terminal value and transmission



      20    subscription assumptions.  It has resisted calls for



      21    it to provide full assessment of the downside risks



      22    it is asking ratepayers to assume.  In short, it



      23    appears that the Company has resisted nearly



      24    everything that could have jeopardized the Company's



      25    projections or competed with the Company built
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�       1    projects, projects that the Company appears to have



       2    envisioned from before this case was filed.  I base



       3    that upon the Company's actions in amassing Safe



       4    Harbor assets.



       5              Having failed to consider a number of



       6    alternative identified by other parties, there is no



       7    basis for the Company's claim that these projects are



       8    part of a least-cost, least-risk portfolio.  In an



       9    attempt to justify this resistance from fully



      10    discovering the market and analyzing variables, the



      11    Company changed its claim that approval of the



      12    transmission projects was needed to capture a



      13    time-limited economic opportunity to one that is



      14    needed in any event.



      15              The Company's after-the-fact claims of



      16    resource needs are not necessarily supported by its



      17    analysis or its procurement actions.  Recall the



      18    discussion earlier in this hearing about the



      19    Company's representation in the Oregon special



      20    meeting that it would not build the transmission



      21    project because it was not needed.



      22              The Company also acknowledged that the



      23    transmission projects are not economic without the



      24    wind projects and the associated PTC benefits.



      25    However, Company questioning of Division witness
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�       1    Dan Peaco suggested perhaps the Company intends these



       2    projects to meet other state's policies including



       3    California and Oregon's carbon policies.  If



       4    PacifiCorp wishes to satisfy those states' public



       5    policy goals, the ratepayers from those states should



       6    pay for them.



       7              The Division has acknowledged that often



       8    utilities and regulators must proceed on the basis of



       9    long-term projections we know will be wrong, but this



      10    is not one of those times.  Here, the future without



      11    the combined projects is a reasonably priced future.



      12    That is the real conservative assumption.  Instead of



      13    that future, the Company would have you take a risk



      14    for ratepayers while compensating the Company for



      15    risks it is not taking.



      16              Far from the Company proposing a reasonable



      17    project after a full study of alternatives using



      18    conservative assumptions, the Company asks for you to



      19    roll the dice.  There is some chance it will pay off



      20    for ratepayers, but the house always wins, and here



      21    it will win big with the addition of billions of



      22    dollars worth of rate base.



      23              Locking in billions of dollars of long-term



      24    assets that provide very little meaningful capacity



      25    value for decades is not an appropriate choice for
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�       1    customers when the risks faced with the combined



       2    projects remain largely unaddressed and alternatives



       3    remain unconsidered.  The Division submits that Rocky



       4    Mountain Power's significant energy resource decision



       5    should be disapproved.  Thank you.



       6         CHAIR LEVAR:  Thank you, Ms. Schmid.



       7              Commissioner White, do you have any



       8    questions for her?



       9         COMMISSIONER WHITE:  I don't.  Thank you.



      10         CHAIR LEVAR:  Commissioner Clark?



      11         COMMISSIONER CLARK:  I just have a question or



      12    two about the multistate risk that you have discussed



      13    at some length.  I think you acknowledged in your



      14    argument that Utah in particular could in effect



      15    refuse to accept cost allocations of -- or



      16    allocations of costs associated with the project if



      17    Utah regulators at the time believed that they were



      18    unreasonable or weren't serving the needs of Utah



      19    customers and that shareholders or someone else could



      20    be forced to bear those costs.  Is that -- I think



      21    you acknowledged that; isn't that right?



      22         MS. SCHMID:  I did acknowledge that, and I did



      23    reference the merger condition, and I did note that



      24    prudently incurred costs could be approved, but the



      25    Commission has jurisdiction to make the

                                                             170

�       1    determinations that are in the best interest of Utah



       2    ratepayers.



       3         COMMISSIONER CLARK:  So were the Commission to



       4    approve the application before it, would it be



       5    possible, in your view, to assign a condition that



       6    the -- or at least to warn the utility that the



       7    Commission would not accept an allocation of cost



       8    associated with the project beyond what the current



       9    MSP methodology would dictate without some future



      10    showing of the reasonableness of that from the



      11    perspective of service to Utah customers?



      12         MS. SCHMID:  Yes, that is possible, and the



      13    statute particularly allows the Commission to set



      14    conditions and conditions such as that if the



      15    Commission deemed that was in the public interest.



      16         COMMISSIONER CLARK:  Okay.  Thank you.



      17         CHAIR LEVAR:  I think this question is maybe



      18    just restating his question in a different way.  I



      19    apologize if it's that.  But when you talk about MSP



      20    risk, aren't we our own backstop against MSP risk?



      21         MS. SCHMID:  We are.  And the Division is urging



      22    the Commission not to make decisions now that could



      23    adversely affect Utah ratepayers.  What is critical



      24    is that the MSP agreement ends soon and parties are



      25    in the negotiations to see what happens in the
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�       1    future.  I can't discuss those negotiations, and I



       2    won't, but the future is uncertain.



       3         CHAIR LEVAR:  Thank you.  A few more questions.



       4    As we're considering RFP responses and whether there



       5    was a robust response to the RFP, what weight should



       6    we give to ineligible bids?



       7         MS. SCHMID:  I would think that they should



       8    receive significant and careful consideration.  One



       9    problem is is that had bidders known that they were



      10    too far down the queue, they may not have bid and



      11    that the additional conditions and restrictions on



      12    the RFP and the additional transmission studies, had



      13    they known those, they may not have bid.  So I



      14    question the robustness of the RFP results.



      15         CHAIR LEVAR:  Okay.  You're not suggesting that



      16    we should not consider those bids to have ever



      17    happened?



      18         MS. SCHMID:  I don't -- that's not my position.



      19    I don't believe that's the Division's position.



      20         CHAIR LEVAR:  Okay.  Do you have a position on



      21    whether the condition -- one condition suggested by



      22    the Office, a hard cap, would violate other statutory



      23    provisions that would allow a future commission to



      24    consider the prudence of any costs that exceeded cap?



      25         MS. SCHMID:  I honestly don't know, so I'll
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�       1    leave it at that.



       2         CHAIR LEVAR:  Okay.



       3         MS. SCHMID:  Could I address waiver?



       4         CHAIR LEVAR:  Yes, that's one of my next



       5    questions.  Before that I want to ask one other



       6    question first.  If we were to deny the application,



       7    what would be your view of the regulatory treatment



       8    of the costs that were incurred to meet the



       9    Safe Harbor requirements?



      10         MS. SCHMID:  I would think that the Company



      11    would have to prove that they were prudently incurred



      12    and that the Commission would have the opportunity to



      13    review and decide that decision in an appropriate



      14    proceeding.



      15         CHAIR LEVAR:  The waiver, is the waiver an



      16    either/or or is it only in lieu of the application



      17    that we've seen or is it an option if the application



      18    were denied?



      19         MS. SCHMID:  I believe it is a statutory option



      20    if the application is denied, and I believe that the



      21    Company could proceed with the waiver process



      22    quickly.  The waiver process requires the Company to



      23    submit a verified application.  The Company should



      24    have all that ready.  The Company has finally decided



      25    what the final projects would be, and it would seem
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�       1    that the Company would be able to move quickly to put



       2    that together.  Furthermore, the truncated process



       3    established by the statute, I believe, would allow a



       4    reasonably timed decision and it might even be a



       5    decision that is far in advance of the execution of



       6    construction and other pertinent contracts.



       7         CHAIR LEVAR:  Thank you.  That concludes my



       8    question.  Were there any follow-ups from --



       9         COMMISSIONER WHITE:  Well, I would just ask



      10    because I mean -- this might be a pass-along to



      11    Ms. McDowell, only if it's in the record.  I guess



      12    one is a follow-up to yours that I don't know if it



      13    has been addressed in the record is, putting aside



      14    the fact there was some frustration in terms of like



      15    bidders who ultimately got to the point where they



      16    realized they didn't have the right queue position, I



      17    guess the question is wouldn't they have had to or



      18    someone have had to pay for transmission



      19    interconnection, you know, whether it -- according to



      20    the OATT?



      21              So, in other words, even if that weren't



      22    the case, wouldn't that be part of the cost of the



      23    project, I guess?  I mean does that make sense?  I



      24    don't want -- I know you're not the expert, but if



      25    you can reflect on the record to provide that answer,
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�       1    that would be helpful to me.  If it's not in the



       2    record, that's fine, but that's part of the question.



       3    Again, I don't want to mess up the flow if you want



       4    to wait until your summation.



       5         MS. SCHMID:  One of the other parties might be



       6    able to address that as well.  I do not know.  I know



       7    that some parties here, especially that side of room,



       8    are more familiar with the transmission and OATT



       9    process.



      10         COMMISSIONER WHITE:  You can -- you can address



      11    it now or later.



      12         MS. MCDOWELL:  Why don't we just jump in now so



      13    we don't forget to come back to it, and, again, I



      14    think this is one for Ms. Link, who is our



      15    transmission queue expert.



      16         COMMISSIONER WHITE:  Does that make sense,



      17    Ms. Link, what I'm asking?  Again, putting aside the



      18    frustration, there's got to be -- you got to have a



      19    queue position; you got to interconnect; there's



      20    going to be a cost.  Does that make sense?



      21         SARAH LINK:  Yeah.  The interconnection queue



      22    position -- just to put some context around it, the



      23    positions that the winning bidders had were secured



      24    in 2015, well before any of this was ever considered



      25    by independent developers.  And the bidders that we
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�       1    had in this were very sophisticated bidders who know



       2    how interconnection queue position works and know the



       3    value of the interconnection queue position,



       4    particularly in areas with the transmission



       5    constraints.  They look at reports for people above



       6    them in the queue.  They know what those reports say.



       7              And so while there may have been



       8    frustration -- and I think it -- a belief that maybe



       9    we were finding a way to move people up the



      10    interconnection queue through this bidding process



      11    and we perhaps were not great in making it clear



      12    "There isn't that way," but that's really what it



      13    comes down to.  You have your interconnection queue



      14    position and you can't really buy your way up.



      15              You can buy the project that has that queue



      16    position, but you can't buy your way up the queue.



      17    The only thing that you could potentially do as



      18    somebody way down in the queue is pay for the



      19    interconnection costs of everybody above you in order



      20    to go ahead and interconnect.



      21              So you basically have to look at all their



      22    studies and get everything in place that's required



      23    to interconnect all of them before you can



      24    interconnect.  So it's incredibly expensive, and part



      25    of that is not buying -- I mean the most an
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�       1    interconnection developer can do to get



       2    interconnection when a piece of our long-term plan is



       3    required is upfront fund that piece of our long-term



       4    plan, but we end up reimbursing them.  So they could



       5    upfront fund, Gateway West, for example, but we would



       6    still have to reimburse and that would still



       7    ultimately be borne by retail customers, and nobody



       8    is upfront funding the about 2 billion required to



       9    build Gateway --



      10         COMMISSIONER WHITE:  At some point that would



      11    reflected in the bid cost somehow, somewhere?



      12         SARAH LINK:  Gateway South wouldn't be because



      13    it's part of our long-term plan, and you're not



      14    allowed to assign that to any bidder or



      15    interconnection position, but the interconnection



      16    costs associated with buying your way up the queue,



      17    would have to be imposed on the bidders.



      18         COMMISSIONER WHITE:  Okay.  Thanks.



      19         COMMISSIONER CLARK:  In the same area, is there



      20    anything on the record that would offer any more



      21    information on why a bidder with a queue position



      22    higher than 708 would have submitted a bid, knowing



      23    that even if in the first information -- the first



      24    transmission study information that was available as



      25    I understand it, meant that they would -- their bid
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�       1    would not be meaningful, at least if I understand the



       2    answers to your questions.



       3         SARAH LINK:  Yes.  I think -- that's a good



       4    question, and we basically in lifting the requirement



       5    for the system impact studies to be completed, not



       6    every bidder had their own system impact study, and



       7    in opening it up to Wyoming wind generally, you took



       8    away sort of the impact of the transmission line on



       9    the bidding process for evaluation of all the bids.



      10    So there was some testimony yesterday that got



      11    confusing I think about this, but when the bids were



      12    evaluated, the costs of the transmission line were



      13    not imposed on any bid.



      14              So Uinta -- the costs of the transmission



      15    line were not imposed on Uinta or any other bid in



      16    the bid evaluation process, so they were looked at



      17    based on economics alone and what was required in



      18    directly assigned interconnection costs, which aren't



      19    D2, and evaluated on that basis.  So all of them had



      20    the equal basis to compete.



      21              In terms of what that meant in their



      22    interconnection queue position, at that point nobody



      23    knew what the interconnection restudies would show or



      24    what studies would show once building of D2 was



      25    considered as an assumption.  So at the point where
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�       1    we had Gateway South triggered at Queue 708, we



       2    didn't know at that point, nor did any of the other



       3    bidders -- they knew it was triggered at Queue 708 if



       4    they read the publicly available information -- but



       5    they didn't know what evaluating the addition of just



       6    D2 would change, how that would change, where



       7    interconnection capability would start to -- how far



       8    down in the queue we'd be able to get.



       9              I think bidders and we hoped that we would



      10    get further down than we were able to get, but the



      11    constraints are severe enough that we were only able



      12    to get to Queue 713.  I hope that's helpful.



      13         COMMISSIONER CLARK:  Thank you.



      14         COMMISSIONER WHITE:  Going back to that issue of



      15    opening up to Wyoming, how did that change the



      16    process here, I guess?  Remind me, again, was that --



      17    I know -- was that an IE request or how --



      18         SARAH LINK:  It was.



      19         COMMISSIONER WHITE:  And how did that change,



      20    again, the process by opening it up to Wyoming rather



      21    than just naming a specific interconnection point, I



      22    guess?



      23         SARAH LINK:  I don't think it changed the



      24    process in how we evaluated the bids.  It just meant



      25    that -- I think there was some confusion that we
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�       1    opened it up to Wyoming yet we still assigned the



       2    cost of this line to any bid, whether they needed it



       3    or not, and that was not correct.  So projects



       4    outside of the constrained area could compete without



       5    those costs being imposed on them.  So everybody,



       6    even the Wyoming projects that didn't rely on the



       7    line, were, you know -- when they were viewed through



       8    this process, the economics showed that they were not



       9    more economic than the projects that relied on the



      10    line, because everything was analyzed without



      11    consideration -- without imposing the costs on that



      12    line on any bid.



      13         CHAIR LEVAR:  Why don't we take a ten-minute



      14    break, come back about 2:35 and we'll move on --



      15         MS. HAYES:  Mr. Chair, pardon me.



      16         CHAIR LEVAR:  Yes.



      17         MS. HAYES:  I will first note that Mr. Michel



      18    had to leave and, second, that I unfortunately have a



      19    conflict that I can't avoid later this afternoon, and



      20    so we'll have to -- I'm requesting to be excused



      21    around 3:00, if that's okay.  And Ms. Kelly, as an



      22    employee of WRA, is available to represent us if



      23    there are any administrative or cleanup matters at



      24    the conclusion of the hearing.



      25         CHAIR LEVAR:  Okay.  Thank you for informing us
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�       1    of that.  Thank you.



       2         MS. HAYES:  Thank you.



       3         CHAIR LEVAR:  Okay.  We will recess for about



       4    ten minutes.



       5              (A break was taken, 2:23 to 2:37.)



       6         CHAIR LEVAR:  We're back on record.  And was



       7    there an agreement for who's going to be next?



       8              Mr. Moore.



       9         MR. MOORE:  Thank you, Chairman LeVar, thank you



      10    Commissioner Clark and Commissioner White, and thank



      11    you in advance for the consideration you'll give the



      12    Office's arguments.



      13              First and foremost, the Company did not



      14    meet the primary requirement of the statute, whether



      15    the combined projects would most likely result in the



      16    acquisition, production, and delivery of electricity



      17    at the lowest reasonable cost.



      18              I'd like to pause a moment and address a



      19    statement made by counsel for PacifiCorp in her



      20    opening statement.  My memory is that she stated this



      21    provision is satisfied because the evidence shows



      22    that the combined project, together with some future



      23    solar acquisition, satisfies this provision.



      24              However, this contention cannot survive



      25    even a cursory statutory construction review.  For
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�       1    example, Section 54-17-302 dealing with significant



       2    energy resource decision provides "Approval of a



       3    significant energy resource decision, the Commission



       4    shall determine whether the significant energy



       5    resource decision going down is in the public



       6    interest, taking into consideration production and



       7    delivery of electricity at the lowest reasonable



       8    cost."



       9              The statute does not say that a significant



      10    energy resource decision, together with some future



      11    unspecified resource acquisition that may or may not



      12    occur that, if it does occur, will be approved



      13    outside this Commission's present order and that will



      14    occur under unknown circumstances.  In fact, allowing



      15    an open -- such a construction suggested by



      16    PacifiCorp would, I believe, eviscerate the purpose



      17    of the statute.



      18              The record in this -- the testimony on



      19    record clearly show that solar is likely your



      20    lower-cost resource, less risky since it would not



      21    rely on the new transmission line, is not as time



      22    sensitive, and is limited to PPAs which provide



      23    production guarantees to consumers.



      24              Contrary to the Company's assertion, wind



      25    does not result in more benefits than solar in the
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�       1    to-36 case.  Using level capitalized and level PTCs



       2    or nominal capital and nominal PTCs, the results



       3    favor solar in all the cases the Company ran.  In the



       4    2050 case, which did not appear in Mr. Link's



       5    testimony but was included in his work papers, solar



       6    produces hundreds of millions of dollars more



       7    benefits than wind.



       8              Although the exact numbers have been



       9    designated confidential, the confidential numbers can



      10    be viewed on page 27 of Mr. Hayet's confidential



      11    April 17 rebuttal testimony.  Moreover, in the



      12    repowering order on page 17, this Commission found



      13    that the two hundred and fifty analysis to be more



      14    appropriate than the 2036 analysis.



      15              The Company's assertion need misrepresents



      16    that concept.  This project does not fill a need in



      17    the standard sense that typically comes before this



      18    Commission.  While it is true that the combined



      19    projects will offer 180 megawatts of FOTs, the



      20    Company has not demonstrated FOTs are no longer



      21    available and must be replaced.



      22              Thus, this is not a case in which the



      23    Commission must choose among available resources.



      24    Clearly the RFP for this project was designed for a



      25    time-limited economic opportunity based on the
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�       1    expiring PTCs.  It must be emphasized that the Utah



       2    IE testified that if the RFP was required for



       3    capacity need, he would not have recommended an



       4    all-wind RFP but one that would include more types of



       5    resources, perhaps an all-source RFP.



       6              The contention that the transmission line



       7    needs to be built in 2024 strains credibility.  The



       8    fact that the line is in their long-range



       9    transmission plan does not support this contention.



      10    If simply being in the plan was sufficient to



      11    demonstrate the transmission line would be built by



      12    2024, it would also mean that other large segments of



      13    the Gateway transmission plan would need to be built



      14    by 2024 at an extreme cost.



      15              In addition, the contention that the line



      16    needs to be built in 2024 was not mentioned until the



      17    January 16 testimony, after tax reform devastated the



      18    economic analysis presented in the Company's initial



      19    direct testimony.  If the Company truly considered



      20    transmission line to be needed in 2024, they would



      21    have included this in their status quo case.



      22              Mr. Link's explanation for why it was not



      23    included -- i.e., that the Company was being



      24    conservative in their analysis -- reflects a lack of



      25    credibility that has plagued PacifiCorp's arguments
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�       1    throughout this case.  Mr. Link emphasized in every



       2    round of previous testimony that the analysis is



       3    conservative based on small and speculative potential



       4    additional benefits but did not note the profoundly



       5    larger 300 million associated with the transmission



       6    line until his May 15 testimony.



       7              Clearly it has been demonstrated that the



       8    line would not be built without an addition of new



       9    wind resources, and it is only because of those



      10    resources that the line is needed.  The Company



      11    admitted this much in its Oregon proceeding.



      12              Importantly, this Commission must also



      13    consider to what extent it is true that this line



      14    offsets future investment needs in the region.  This



      15    transmission line would add 951 megawatts of transfer



      16    capacity, but the combined projects would add



      17    1155 megawatts of new resources, and QS in the region



      18    would bring in new -- additional resources connecting



      19    to the line to over 1500 megawatts.  The Company has



      20    not explained how a more fully subscribed



      21    transmission addition solves the region's congestion



      22    problem.



      23              Since need is overstated, that brings back



      24    to the issue of a time-limited economic opportunity.



      25    The time limits presented in this case are of the
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�       1    Company's own creation.  The Commission has evidence



       2    in this docket and others, most notably the 2017 IRP,



       3    that demonstrates the Company began making



       4    Safe Harbor purchases and other preparations that



       5    could have allowed it to bring forward the proposal



       6    in 2016.



       7              The Commission must not limit this



       8    opportunity -- review of this opportunity to the



       9    price-policy cost/benefits results.  The costs are



      10    known, nearly $2 billion with uncertain benefits and



      11    unqualified additional risks.



      12              For example, the MSP risk is real.  There



      13    is currently no multistate allocation method in place



      14    for these projects that will come into service and go



      15    on -- there is currently no multistate allocation



      16    method in place for when these projects will come



      17    into service and ongoing discussions risk the



      18    potential of a significantly different paradigm that



      19    may place Utah in a difficult negotiation position.



      20              There are significant risks that are not



      21    included in this economic analysis.  These risks



      22    include cost overruns, energy production.  As



      23    PacifiCorp said it does not guarantee the wind will



      24    blow and force majeure.  The facts that these risks



      25    are real and substantial is proven by the fact the
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�       1    Company refuses to guarantee against them.  If these



       2    risks are too significant for the Company to bear,



       3    they should be found too profound for the customers.



       4              The record in this proceeding demonstrates



       5    that the Company request should be denied.  However,



       6    if the Commission is inclined to approve the combined



       7    project, then the Office has presented conditions



       8    that the Commission should impose that will help



       9    mitigate this risk.



      10              That's the conclusion of my argument.



      11         CHAIR LEVAR:  Thank you, Mr. Moore.



      12              Commissioner White, do you have any



      13    questions for Mr. Moore?



      14         COMMISSIONER WHITE:  I don't.  Well, let me ask



      15    you this one question:  The conditions you proposed,



      16    can you maybe compare or contrast those to what's



      17    currently available in the solicitation statute,



      18    which I don't want to misstate it, but essentially



      19    allow that at a certain point if there's cost



      20    overruns for the utility to come in.  Help me



      21    understand the protections that affords versus what



      22    the Office is proposing.



      23         MR. MOORE:  Well, our hard cap -- well, first of



      24    all, under the significant energy resource decision,



      25    the statute provides that the Company needs to show
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�       1    the prudence of cost overruns in a future general



       2    rate case.  Our conditions would provide other



       3    procedures that could satisfy that requirement



       4    before -- prior to a general rate case, so it leaves



       5    some flexibility there.



       6              Also, our conditions of our hard cap would



       7    give the customers protection against risks that were



       8    not in the Company's control and that they will claim



       9    were caused by decisions that cannot be interpreted



      10    as being imprudent.



      11              This is proper because throughout these



      12    proceedings the Company has clearly taken the



      13    position that costs are set and there will be no



      14    overruns.  This is what the IE in Oregon relied on



      15    when he -- I believe it was a man -- gave a condition



      16    of an unconditional guaranty cap on costs.



      17              Our condition for the multistate service --



      18    for the multistate protocol is also something that



      19    would occur outside a general rate case and would --



      20    is a soft cap and would provide the Company -- I mean



      21    the ratepayers with protections in negotiations.



      22              While the Commission always serves as the



      23    backdrop, this will provide us with acknowledgment



      24    that the Commission is serious about this cost in



      25    negotiations.
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�       1              In denying the resource tracking method,



       2    which is not a condition because it's not called for



       3    in the statute, protects the customers from -- well,



       4    protects the customers from the Company from



       5    recovering all costs of the project and then when



       6    they propose to start a new general rate case -- this



       7    is just their plan -- in 2020 with a future test year



       8    proposed as 2021, that would lead to allowing them



       9    recover all the costs from the project even if they



      10    are not under-earning and then set their rates on the



      11    highest capital costs that are presented in the plan



      12    for the combined projects.



      13              And, again, the energy benefits should be



      14    guaranteed at 95 percent of the forecast, again,



      15    reflects the Company's position that the energy



      16    costs, the energy benefits are fairly significant and



      17    predictable.



      18         COMMISSIONER WHITE:  Thank you.  That's all the



      19    questions I have.



      20         CHAIR LEVAR:  Thank you.



      21              Commissioner Clark?



      22         COMMISSIONER CLARK:  I want to drill a little



      23    deeper on the hard cap question because I want to



      24    make sure I understood what you said.  I think you



      25    said that because the Company didn't -- while it did
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�       1    present alternative scenarios that addressed future



       2    carbon policy costs or future -- different future



       3    scenarios related to the price of natural gas, it



       4    didn't evaluate those scenarios in terms of a variety



       5    of capital costs for the project.



       6              So because of that, then the Commission



       7    should be able to, as a condition of approving the



       8    resource, cap the costs at the cost level that was



       9    inherent in the economic analyses of the Company?  Is



      10    that -- am I getting the flow right?



      11         MR. MOORE:  You said it much better than me,



      12    Commissioner.  I would concur.



      13         COMMISSIONER CLARK:  Thank you.  I understand



      14    then.



      15         CHAIR LEVAR:  Thank you.  I would like to get



      16    your take on a couple questions I asked earlier.  The



      17    first one is, if we were to disapprove this



      18    application, what would be your view of the costs



      19    that have been expended to meet the Safe Harbor thus



      20    far?



      21         MR. MOORE:  I would concur with the Division.  I



      22    believe the statute allows recovery of costs in



      23    the -- allows, doesn't require -- recovery of costs



      24    in the case of a denial of an energy resource



      25    decision, but that should be determined in a later
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�       1    proceeding to determine prudence.



       2         CHAIR LEVAR:  Okay.  Thank you for that answer.



       3    And then do you view the waiver statute as only being



       4    an option in lieu of making the application the



       5    Utility has made or is it still an option once the



       6    Utility has made its application for approval?



       7         MR. MOORE:  I believe that the waiver is still



       8    an option if this Commission would issue an order



       9    denying the application.  I also believe that the



      10    record in this case would more than satisfy most of



      11    the requirements of the energy resource decision



      12    waiver statute and that that proceeding can proceed



      13    quickly, particularly since it would -- the



      14    proceedings would be in accord with most of the



      15    arguments of the parties opposing the application.



      16         CHAIR LEVAR:  Thank you.  I appreciate those



      17    answers.  I think that concludes our questioning of



      18    you.  Thank you for your closing statement.



      19              Is there an agreement for who's going next?



      20         MR. RUSSELL:  That would be me.  Thank you,



      21    Chair LeVar, Commissioner Clark, Commissioner White,



      22    for the opportunity to present closing arguments.



      23    It's been a really long week, and I appreciate your



      24    attention to the details of this matter.  They are



      25    not easy issues, so I appreciate that.
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�       1              UAE strongly opposes the Company's



       2    application for approval of the resource decisions



       3    that are before you today.  We do not believe that



       4    the Company has presented the case that these



       5    resources present the lowest-reasonable cost



       6    resources available.



       7              We believe that these resources present



       8    significant risks to UAE and to other ratepayers.  We



       9    also are keenly aware of the near-term incremental



      10    rate increases that would be guaranteed if the



      11    Commission were to approve the application as well as



      12    a potential for long-term risks that have been



      13    addressed in multiple rounds of prefiled testimony as



      14    well as four days now of live testimony.



      15              I won't repeat that or summarize it.



      16    Rather, I'm going to address a fairly narrow issue,



      17    and it is an issue or, rather, a concern that is



      18    being expressed by UAE, the independent evaluator in



      19    this matter as well as the Commission in the prior



      20    docket regarding approval of the solicitation



      21    process.  And I want to explain how that concern has



      22    not been addressed.



      23              As the Commission is, of course, well



      24    aware, the Commission granted the Company's



      25    application for approval of the solicitation process
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�       1    with the suggested modification that the Company



       2    include solar resources.  UAE and other parties had



       3    suggested to the Company to expand the RFP to include



       4    solar resources or others, and when the Commission



       5    granted the application with that suggested



       6    modification, it included -- I'll use my term --



       7    warning, I suppose, that in a later proceeding, this



       8    proceeding, the Company would have to come in and



       9    justify its decision if it elected not to include



      10    those solar resources.



      11              And, of course, we know that the Company



      12    did not include solar resources.  What the Company



      13    has said in response to that statement in the



      14    Commission's order is that, having gone through this



      15    process and placed the projects that were included in



      16    the solar RFP final shortlist against the projects in



      17    the wind RFP final shortlist into their SO model



      18    through 2036 and had that model selected both



      19    resources or both sets of resources, that that



      20    satisfies the conditions.  And I'm going to talk a



      21    little bit about why it does not.



      22              And indeed I think I'm going to leverage



      23    most of that argument on the statements of the



      24    independent examiner engaged by this Commission as to



      25    why it does not, but first, I want to talk about what
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�       1    we know now that we did not know when the Commission



       2    approved the solicitation process.  We knew when the



       3    Commission approved the solicitation process that the



       4    independent examiner had said that he can't determine



       5    whether the process will lead to the lowest-cost



       6    resources.



       7              Mr. Oliver testified in this proceeding he



       8    couldn't know that until the end.  It was kind of



       9    results-based determination.  He won't know until we



      10    get to the end.  Now that we're at the end, he has



      11    stated in both in the report and in his live



      12    testimony that he can't say that the process -- even



      13    now he could not conclude that the process resulted



      14    in the lowest-reasonable-cost resources.



      15              And I'll direct your attention to pages 71



      16    and 84 of the independent examiner's report.  I'll



      17    quote from page 84.  What he says is "Since



      18    PacifiCorp's solicitation is based solely on the



      19    solicitation for system wind resources, it is not



      20    possible to determine if other resources would have



      21    been included in a final least-cost, least-risk



      22    system portfolio, potentially displacing one or more



      23    wind resources."



      24              We don't have a transcript yet of the



      25    Wednesday proceeding, but I have listened to some of
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�       1    the audio, and I'll direct your attention if you're



       2    so inclined to the audio of the May 30 proceeding



       3    starting at around an hour and nine through around an



       4    hour and 13 minutes for his live testimony on that



       5    point.



       6              Mr. Oliver also testified his



       7    recommendation to approve the wind-only RFP process,



       8    so to exclude other resources, was based on his



       9    understanding that PacifiCorp sought to take



      10    advantage of a time-limited opportunities to -- for



      11    the PTCs.  He testified live before you that, had he



      12    known PacifiCorp was taking the position that the



      13    resources it sought to install would be based on a



      14    capacity contribution, that he might have made a



      15    different recommendation than the one that he did



      16    make.



      17              I think we also know now, having seen the



      18    results of the solar RFP, that the solar -- the cost



      19    of the solar resources from PacifiCorp's 2017 IRP



      20    were wildly inflated.  PacifiCorp was wildly wrong



      21    about the cost of solar, the cost to produce solar



      22    and the competitiveness of solar as compared to the



      23    competitiveness of wind.



      24              My colleagues have discussed it some



      25    already.  We have seen testimony from Mr. Peaco,
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�       1    Mr. Hayet, and Mr. Mullins, all pulling from



       2    PacifiCorp's own numbers that the solar resources are



       3    vastly superior when you look at that 2050 time frame



       4    and also that the solar resources provide greater



       5    benefits in that 2050 time frame, and there is no



       6    price-policy scenario, whether you're looking at 2036



       7    or 2050, in which the installation of the solar



       8    resources results in costs to ratepayers.



       9              In contrast, the wind resources, I will



      10    acknowledge PacifiCorp's own numbers say the wind



      11    resources result in benefits in all nine price-policy



      12    scenarios through 2036 but only seven of the nine



      13    through 2050.  The solar resources provide benefits



      14    in all 18, whether you're looking at 2036 and 2050.



      15              And I'll point to you the page numbers of



      16    the prefiled testimony, page 53 of Mr. Peaco's



      17    surrebuttal testimony, pages 25 through 27 of



      18    Mr. Hayet's surrebuttal testimony, and pages 18



      19    through with 21 of Mr. Mullins's surrebuttal



      20    testimony.



      21              I will also address -- I also want to



      22    address PacifiCorp's statement that placing the solar



      23    alongside the wind in the SO model, running that out



      24    to 2026 satisfies its obligation to demonstrate to



      25    you that it was a wise decision or a prudent decision
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�       1    to exclude solar.  I think it actually shows quite



       2    the opposite.



       3              The fact that the SO model selects solar



       4    and wind ought to tell you they should have been



       5    included because that's what would have happened if



       6    PacifiCorp had priced solar correctly in the IRP to



       7    begin with.  As you recall in the solicitation



       8    approval docket, there was a fair bit of discussion



       9    and disagreement about the cost of solar.



      10              I'm not going to repeat the Commission's



      11    order on that, but there were parties to the



      12    proceeding that indicated solar was a lot cheaper



      13    than what PacifiCorp was saying and, if PacifiCorp



      14    had priced it correctly, we may have had that result,



      15    which is their SO model yielding a result that solar



      16    and wind ought to be placed in same the RFP and not



      17    in separate RFPs.



      18              And I also want to talk a little bit about



      19    the statements of the independent examiner that



      20    explain how and why you can't look at that 2036 time



      21    frame to adequately compare different price



      22    structures.  This is PPAs versus BTAs and benchmark



      23    resources.  And this goes whether the PPA is a solar



      24    or a wind resource, but because they are different



      25    price structures, because they have different
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�       1    lengths, it's inadequate to just take look at the



       2    20-year price range.  So just very quickly, with a



       3    BTA or a benchmark, those all run out to 30 years.



       4              The way that PacifiCorp has modeled those,



       5    the way that it models them now and the way that it



       6    modeled them in the SO run that it's talking putting



       7    them side by side with solar, is to have all of the



       8    PTCs using nominal numbers, meaning that they all



       9    occur in the first ten years.



      10              So that 2036 look captures 100 percent of



      11    the production tax credits from the BTA and benchmark



      12    resources.  In contrast, when you're talking about a



      13    20-year PPA, because the solar resources would have



      14    come online at the end of 2020, you're looking at the



      15    first 16 years of a PPA, and PPA, the structure is



      16    that the developer takes the cost -- or excuse me --



      17    takes the risk that it will bid the right price to --



      18    taking the risk of its own capital costs and its own



      19    ability to harvest ITCs or PTCs, I suppose.



      20              And so it builds that into its price, and



      21    that's then levelized out over a 20-year period, so



      22    now, you are looking at 16 of those 20 years because



      23    the 2036 model does not go out to the full-term of



      24    the solar or the wind PPA.  So you're capturing 16 of



      25    20 years of the PPA, which means that you're only
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�       1    capturing 80 percent of the tax credit benefits.



       2    You're also only capturing 80 percent of the cost,



       3    assuming the benefits and the cost -- the tax credits



       4    and the capital costs are evenly distributed.



       5              In contrast, as I mentioned, you're getting



       6    100 percent of the tax credits from a BTA or



       7    benchmark resource, but because PacifiCorp has



       8    insisted on continuing to use real levelized costs



       9    for those resources -- and we talked about this some



      10    in the repowering docket -- but what that means is



      11    that you take the capital costs and you spread them



      12    out evenly every year for 30 years.



      13              When you look only at 2036, you're leaving



      14    out the last 14 years, or approximately 50 percent of



      15    the costs of that project.  For all of those reasons,



      16    the independent examiner indicated that's not the



      17    appropriate way to compare those two different types



      18    of price structures.



      19              There are a number of places in his



      20    report -- Mr. Hayet talked about them some this



      21    morning -- where Mr. Oliver indicated, or the IE



      22    indicated, that using the SO model out to 2036



      23    presents a bias towards the BTA and benchmark



      24    resources for all the reasons I just indicated.



      25              I can give you those citations.  I think
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�       1    Mr. Hayet actually captured them this morning.  I



       2    think they are on pages 62, 64 to 65, and 81, and



       3    those are all from the -- I apologize for this --



       4    from the confidential version of the IE's report.  I



       5    don't have the citations from the redacted version.



       6              I do want to read from some of those.  At



       7    page 62, page 62 of the IE's report he states, "The



       8    capital cost inputs for the benchmarks and BTAs are



       9    based on real levelized costs for the period 2017 to



      10    2036, consistent with the IRP methodology.  The IEs



      11    raised the issue that this approach could bias the



      12    evaluation results towards BTA options if only a



      13    portion of the capital costs associated with the



      14    benchmarks and BTAs are recovered during the



      15    20-year evaluation period since these projects have a



      16    30-year life and capital-cost recovery period."



      17              He goes on to talk about the IEs, the



      18    Oregon IE having asked PacifiCorp to run a



      19    sensitivity case in which the PTC values would also



      20    be levelized, and that's precisely what Mr. Hayet did



      21    in his analysis that I referenced you to earlier.



      22              On page 65 of the Utah IE report, the



      23    statement here is "The Oregon IE requested a



      24    sensitivity where the PTC benefits produced by BTA



      25    and benchmark options would be levelized over the
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�       1    full 30-year life of the project.  A second issue



       2    raised by the IEs was whether the term of the



       3    analysis through 2036, approximately 16 years, and



       4    the real levelized cost treatment for capital revenue



       5    requirements adequately reflects all the capital



       6    costs associated with utility ownership options over



       7    a 30-year project life."  That's at page 65.



       8              I'll remind the Commission of Mr. Hayet's



       9    testimony where he stated that in order to determine



      10    to place PPAs and BTAs on an equal footing, you have



      11    to go out to the end of the life of the project.  So



      12    he testified for a BTA or benchmark option it's



      13    30 years.  You have to go out to 30 years.  If it's a



      14    PPA option, it's 20 years.  You go out to 20 years.



      15    He also indicated if there's a five-year option, you



      16    go out to the end of that option as well.



      17              And for those reasons I submit that



      18    PacifiCorp has not demonstrated that it was correct



      19    or made correct decision in deciding not to include



      20    solar in the RFP, and I think the results would have



      21    been very different if they had.  Thank you.



      22         CHAIR LEVAR:  Thank you, Mr. Russell.



      23              Commissioner Clark, do you have any



      24    questions?



      25         COMMISSIONER CLARK:  No questions.  Thank you.
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�       1         CHAIR LEVAR:  Commissioner White.



       2         COMMISSIONER WHITE:  No questions.  Thank you.



       3         CHAIR LEVAR:  We have had a lot of different



       4    parties weigh in on a couple issues, so I'll just get



       5    your position on them too.



       6              What's your -- do you have a position on



       7    the statutory authority for one of the conditions



       8    recommended by the Office, a hard cap, as a -- since



       9    we have one statute that says we can impose



      10    conditions; we have another statute that refers to



      11    future prudence review of any cost overruns, do you



      12    have a view on those?



      13         MR. RUSSELL:  On the hard cap, I don't.  The



      14    Commission can, of course, impose conditions.  I



      15    think the statute is fairly clear it can do that.



      16    Whether the statutory authorization to impose



      17    conditions runs up against other potential concerns,



      18    I don't know.  I don't know enough about this to be



      19    helpful to you here.  I wish I did.



      20         CHAIR LEVAR:  Okay.  Well, then another question



      21    that I've asked other parties is do you have a



      22    position on the waiver statute whether it's an



      23    either/or that can only be applied for in lieu of the



      24    application we have in front of us now or whether



      25    it's still an option that remains available?
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�       1         MR. RUSSELL:  Yeah, I appreciate that.  I



       2    don't -- I think when it was written it was probably



       3    contemplated as an either/or but when you look at the



       4    statute, it doesn't indicate that you have one or the



       5    other.



       6              So my suspicion is that if we look at the



       7    plain language of the statute and the Commission



       8    elects to decline to approve, that the Company could



       9    turn around and file an application for the waiver



      10    under the other provision and we could move forward



      11    that way.



      12         CHAIR LEVAR:  Thank you.  I appreciate your



      13    answers to those.



      14         MR. RUSSELL:  Can I address one of the questions



      15    you've asked other parties?



      16         CHAIR LEVAR:  Yes.



      17         MR. RUSSELL:  Okay.  It relates to your question



      18    about robustness and how the interconnection queue



      19    addresses -- I'll be very brief.  You will recall I



      20    had the discussion with Mr. Oliver about this issue,



      21    and I'll be candid:  He testified he thinks the



      22    robustness element was met.



      23              But he also indicated that he thought that



      24    the interconnection queue eliminated most, if not



      25    all, of the competition for the benchmark resources.
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�       1    And I submit to the Commission that the issue of



       2    competition is really at the heart of what the



       3    robustness element is about.



       4              While Mr. Oliver and I may disagree about



       5    the definition of that, I think that ought to carry



       6    some weight.  I don't think you should ignore the



       7    market response, but I do think that the purpose of



       8    setting up a solicitation process to garner a market



       9    response is to garner a market response that can



      10    compete for the benchmark resources.



      11         CHAIR LEVAR:  Thank you.  I appreciate that



      12    additional perspective, and thank you for your



      13    closing statement.



      14         MR. RUSSELL:  Thank you.



      15         CHAIR LEVAR:  Mr. Baker.



      16         MR. BAKER:  Thank you.  Good afternoon,



      17    Chairman LeVar, Commissioner Clark, and



      18    Commissioner White.  On behalf of the Utah Industrial



      19    Energy Consumers, I appreciate the opportunity to



      20    provide these closing arguments and discuss why this



      21    Commission must deny the Company's request.



      22              A significant energy resource requires an



      23    energy resource decision.  The Company's decision --



      24    Ekola Flats, TB Flats I and II, and Cedar Springs --



      25    was first announced in this docket a short two weeks
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�       1    before the start of this hearing in the Company's



       2    surrebuttal testimony.  Before this final decision



       3    PacifiCorp changed its mind not just once or twice



       4    but three times, the resource portfolio



       5    justifications or analyses changing with each round



       6    of filed testimony.



       7              The Company's shifting stories date back to



       8    at least 2015 when the Company represented to this



       9    Commission that it had no resource need for the next



      10    decade.  During the same 2015 proceeding, the Company



      11    also argued its desire to protect ratepayers from



      12    inherent uncertainties associated with 20-year



      13    forecasts and the fixed-cost risk that hedges against



      14    future prices creates.



      15              Prudent concerns, given RMP history of



      16    being wrong, as Mr. Mullins's testimony demonstrates,



      17    the Company's official forward price curve has



      18    exceeded actuals approximately 90 percent of the



      19    time.  Casting these ratepayer concerns aside today,



      20    the Company is asking the Commission to approve a bet



      21    of an estimated $2 billion against future forward



      22    forecasts modeled out over 30 years.  Based on its



      23    earlier statement, this is a bet the Company would



      24    not make or not recommend.



      25              By failing to make a decision and stand
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�       1    still, the Company deprived UIEC and other parties



       2    from ever having a full and fair opportunity to



       3    assess the true project, its costs, risks, or



       4    purported benefits.



       5              Besides failing to comply with the Energy



       6    Resource Procurement Act and its regulations that



       7    require a final resource decision before an



       8    application is ever submitted, the Company's rush for



       9    tax credits has affected the entire process, leaving



      10    this Commission no choice but to deny the resource



      11    decision.



      12              This Commission cannot preapprove a project



      13    and in the process create the uncertainty in this



      14    proceeding, taking real money from real ratepayers'



      15    pockets on an incomplete record.  The Commission must



      16    make complete, accurate, and consistent findings of



      17    fact in accordance with the Energy Resource



      18    Procurement Act, which on this incomplete record, it



      19    cannot do.



      20              The resulting failure to undertake a



      21    complete review of the facts required by this act



      22    invites error and would be arbitrary and capricious.



      23    As part of its public interest review, this



      24    Commission must evaluate risk.  As described in the



      25    testimony of Mr. Mullins and supported by the
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�       1    testimonies of Dr. Zenger, Mr. Peaco, Mr. Vastag,



       2    Mr. Hayet, opinions from the Oregon and Utah



       3    independent evaluators and an order from the Oregon



       4    commission, the combined projects have much risks --



       5    cost overruns, project delays, underproduction, and



       6    interstate allocation to name a few.



       7              And let's not forget the uncertainty in the



       8    Company's modeling assumptions.  Mr. Mullins's



       9    testimony and summary today demonstrated that a few



      10    minor adjustments such as wholesale transmission



      11    revenues and wind integration costs would disrupt the



      12    claimed benefits in the Company's preferred medium



      13    gas/medium CO2 price-policy scenario.



      14              Missing from this record are final drawings



      15    of new critical towers as well as the executable



      16    governing contracts.  The foundation of the Company's



      17    alleged mitigation measures and their squishy, my



      18    term, guarantees against these risks.



      19              The Company submitted only generic



      20    pro forma examples offered to bidders as part of the



      21    RFP.  We have no way of knowing whether or not these



      22    pro forma, after having undergone significant



      23    redlines, resembled their original form.  The Company



      24    admitted that the revisions were to material terms



      25    and conditions involving contractor guarantees and
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�       1    excusable events such as the definition of a



       2    force majeure, a definition the Company intends to



       3    use to limit its PTC qualification commitment, and



       4    these agreements still remain in negotiation.



       5              An opportunity for limited party review of



       6    these ever-changing drafts, which the Company claimed



       7    to be highly confidential, is an ineffective



       8    alternative for the Company's failure to have final



       9    executable documents by April 16, 2018 as pledged by



      10    Mr. Teply in his January and February testimonies, by



      11    May 15 with the Company surrebuttal or at this



      12    hearing at the latest.



      13              And with these last two I'm not suggesting



      14    that such a last-minute surprise would not prejudice



      15    the parties in this process.  One must wonder if the



      16    Company is as good at meeting construction deadlines



      17    as it professes.  Perhaps this demonstrated inability



      18    to meet schedules help drive the 7 percent cost



      19    overrun the Company experienced on portions of the



      20    Energy Gateway transmission line, an approximately



      21    40 million-plus hit to the combined project forecast



      22    economics, if history repeats itself.



      23              Failure to submit to the record such



      24    foundational documents deprived UIEC, parties, and



      25    the Commission an opportunity to review, explore, or
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�       1    even verify the Company's risk mitigation claims.



       2    "Because the Company told you so" is not sufficient



       3    grounds on which this Commission can render a



       4    decision.



       5              We also do not know the impacts of the



       6    appeal of the RFP approval in Docket 17-035-23.



       7    Subparagraph (3)(a) of Title 54, Chapter 17, Part 3



       8    requires that a resource decision comply with the



       9    Energy Resource Procurement Act and its rules.  A



      10    resource decision cannot comply with the Energy



      11    Resources Procurement Act if the entire RFP



      12    process -- the first step under the Act did not



      13    comply with the Act.  This question now rests with



      14    the Utah courts.



      15              We do not speculate on this appeal risk.



      16    It exists and the Company failed to tell this



      17    Commission how this risk could impact the combined



      18    projects.  More troubling, when asked about options



      19    to protect ratepayers in the combined projects from



      20    this risk, Ms. Crane merely indicated the Company



      21    would comply with future orders, effectively ignoring



      22    a risk that the Company would not accept in its own



      23    arm's length agreements and depriving the Commission



      24    an opportunity to explore this appeal risk, its



      25    impact, and possible mitigation.
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�       1              The Company similarly failed to explore the



       2    risks associated with the Oregon commission's refusal



       3    to acknowledge the RFP shortlist, because -- I refer



       4    you to page ten of the Order, DPU Cross-Exhibit No. 3



       5    and quote:



       6              "We simply cannot conclude at this time



       7    that the narrow shortlist from the Company RFP, a



       8    package bundle of mostly Company owned Wyoming wind



       9    resources connected to a single transmission line



      10    clearly represents the renewable resource portfolio



      11    offering the best combination of cost and risk for



      12    the Company customers."



      13              The Company does not have a pre-approval,



      14    order, stipulation, or otherwise in Oregon, a state



      15    with an aggressive RPS standard, and must now seek



      16    rate recovery in the future from a commission that



      17    is, at best, skeptical of the Company's decision.



      18              The Company refused to address how Utah



      19    customers will suffer in the event of a full or



      20    partial disallowance in Oregon.  This Commission



      21    should not race ahead of Oregon and disadvantage Utah



      22    by preapproving a decision that does not offer the



      23    lowest-cost, lowest-risk resource to Utah customers.



      24              Project supporters make much about the



      25    do-nothing alternative.  Assuming for the sake of
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�       1    argument something to which UIEC does not agree, that



       2    something needs to be done, do-nothing is not the



       3    only alternative.  In the Company's own words, solar



       4    resources, which the Company sensitivity demonstrates



       5    better economic benefit to ratepayers and which



       6    offered better capacity to fill a falsely claimed



       7    need, can still being built and will get cheaper.



       8    The Company's actions deprive an alternative in this



       9    proceeding.



      10              It isn't good enough the combined projects



      11    may provide environmental benefits.  It isn't good



      12    enough that sprinkled with fairy dust, again, my



      13    term, the combined projects' economics look good.



      14              Marginal, speculative benefits that quickly



      15    vanish with the occurrence with any one risk or



      16    modest assumption adjustment, let alone a combination



      17    of them, do not support a pre-approval.  We must know



      18    the costs; we must know the risks with much more



      19    certainty.  We must have a complete record.  We have



      20    none of these.



      21              Neither the record, nor this process,



      22    pressured to chase PTCs, support or permit Commission



      23    approval of the combined projects.  Accordingly the



      24    UIEC requests the Commission deny the Company's



      25    request.  Thank you again for the opportunity to
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�       1    present UIEC's position.



       2         CHAIR LEVAR:  Thank you, Mr. Baker.



       3              Commissioner White, do you have any



       4    questions for him?



       5         COMMISSIONER WHITE:  I don't.  Thank you.



       6         CHAIR LEVAR:  Commissioner Clark.



       7         COMMISSIONER CLARK:  No questions.  Thank you,



       8    Mr. Baker.



       9         CHAIR LEVAR:  Do you want to address any of the



      10    questions that I've asked some the other parties?  Do



      11    you want me to repeat them?



      12         MR. BAKER:  Sure, yeah, there's a couple of them



      13    that I would like to comment on them.  The first, if



      14    I may, just a brief moment respond to your question



      15    regarding exceptions to the first-come, first-served



      16    transmission queue exception.



      17              I would like to refer you to 128 FERC



      18    P61155 as an example of the cluster study waiver that



      19    Ms. McDowell referenced.  In this case El Paso



      20    Electric company requested and was granted such a



      21    study exception to facilitate studies to help meet



      22    New Mexico's renewable portfolio requirement.



      23              I understand that a cluster study waiver



      24    can't waive the first -- first there -- first-in,



      25    first-selected requirement.  However, it can have the
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�       1    practical effect of moving a resource up the queue.



       2              For example, if a higher queue project



       3    drops out of the queue, for example, as being



       4    selected in an RFP, a lower queue project part of a



       5    clustered study would move up the queue, and with the



       6    benefit of having this advance to a completed study.



       7    Such an event could have avoided the queue cut-off



       8    impact in dispute, but now we will never know.



       9              With respect to the soft cap issue and



      10    whether or not future prudence review under the



      11    statute would provide inadequate mechanism, I just



      12    would argue that once the first -- I find it



      13    problematic and of little comfort that once the first



      14    cubic foot of concrete is poured the temptation of



      15    the sunk cost fallacy would be too great.



      16              With respect to whether the Commission can



      17    put in hard caps, I too can't, you know, describe



      18    further than what others have, and I would submit



      19    that with respect to the waiver question, the law is



      20    not clear.  I can't cite to anything to say that, you



      21    know, the Company cannot proceed with a waiver should



      22    this process -- should it be denied during this



      23    process.



      24              I will say, however, that that would seem



      25    to provide an unfair second bite at the apple, and in
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�       1    some instances render this process meaningless.



       2              With that, I have nothing further.



       3         CHAIR LEVAR:  Thank you.  I appreciate your



       4    answers and your closing statement.



       5              Ms. McDowell, we have time reserved for



       6    final statement.



       7         MS. MCDOWELL:  Thank you, Commissioners.  Let me



       8    just begin by going around the room and addressing, I



       9    think, the arguments generally in order although I



      10    may combine some of my responses if it makes sense.



      11              First of all, with respect to the DPU's



      12    extensive comments on the MSP process, I would say



      13    most of that was not reflected in testimony and not



      14    developed in the record, but in any event I think the



      15    reason it was not developed in the record and subject



      16    of much conversation in this hearing is because MSP



      17    is its own separate process.



      18              And I guess would urge you to keep it that



      19    way and not prejudge or prejudice what's going on in



      20    that docket by making really advanced or premature



      21    decisions about allocation issues in this docket.



      22    Just echoing what Commissioner LeVar said, we don't



      23    think it's necessary for the Commission to address



      24    MSP or allocation issues at this point because the



      25    Commission can always backstop that issue by
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�       1    reviewing it at a later point and we think that's



       2    what's most appropriate here.



       3              Moving on to some of the comments that the



       4    Committee made.  First of all, the Committee



       5    reflected or started out its closing argument by



       6    referring to the low-cost factor, the first factor in



       7    the list of six factors as the primary factor the



       8    Commission must decide.



       9              I think it's clear that all of the factors



      10    are important.  There is no direction to the



      11    Commission to consider one as a primary factor and



      12    ignore the others.  I think on a case-by-case basis



      13    the Commission has looked at different factors in



      14    different ways.



      15              And with respect to how we believe we've



      16    satisfied that statute, we believe we satisfied it in



      17    the same way that the Commission has historically



      18    looked at this issue and in the way the Commission



      19    looked at it in the repowering docket, which is to



      20    look at the benefits of resource acquisition and also



      21    look at the whole context.



      22              So the part of the Committee's statement



      23    that we're alleging that basically by acquiring wind



      24    now with a promise to look at solar later, that



      25    that's our position that's how we satisfy it, that's
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�       1    just not a correct statement of the record.  What we



       2    have said is that applying our SO model, applying the



       3    model in which we compared all of the bids in the RFP



       4    process, if you apply the RFP model, which is the



       5    SO model to do the comparative analysis of solar bids



       6    and wind bids, we did that analysis head to head and



       7    the wind projects came up better.



       8              And that's the primary basis for which --



       9    and that's not to say solar didn't have benefits.



      10    We've also said solar looks good, so we'll continue



      11    to explore that, but in terms of what goes first,



      12    both the timing of the wind and the benefits of the



      13    2036 analysis is what the Company relied on.



      14              Now, folks -- and I'll kinds of get into



      15    some of the UAE at this point too -- folks have said,



      16    "Well, but other analyses show that solar is better."



      17    I guess this is the point we tried to make



      18    throughout, that it is important and it's actually a



      19    requirement of the rule to apply consistent analyses



      20    across all RFP processes.



      21              And the consistent analysis was that



      22    20-year SO model.  That's what we used in the IRP.



      23    That's what we used in the RFP.  Certainly the IE



      24    asked for some sensitivities to 2050.  We did those,



      25    and the IE's conclusions were, based on those
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�       1    sensitivities, that ultimately there was no bias.



       2              And if you go to page 81, which people



       3    continue to say -- they want to go to this as far as,



       4    you know, "The IE says basically the results were



       5    basically comparable, perhaps there's a small bias,"



       6    and folks end there.  And then the IE's ultimate



       7    conclusion was "We do not believe any bid had an



       8    undue inherent competitive advantage within the



       9    parameters of the solicitation process."



      10              That was the conclusion, and it's not fair



      11    to just read down to the one section and not take



      12    into account the conclusion of the IE in that



      13    context.  Another issue that the Committee -- excuse



      14    me -- the Office.



      15         COMMISSIONER CLARK:  Can I ask you a question



      16    about that before you leave?



      17         MS. MCDOWELL:  Of course.



      18         COMMISSIONER CLARK:  Do you understand that



      19    statement to be about the analysis process or isn't



      20    it really about the information requirements that the



      21    bidders had?



      22         MS. MCDOWELL:  So I read the statement and I



      23    thought this was the discussion in the hearing with



      24    the IE that basically it all follows on that you have



      25    the discussion about the modeling and then the IE

                                                             217

�       1    concludes that there was no inherent competitive



       2    advantage with respect to one type of bid over



       3    another, and that is a fair conclusion based on the



       4    statement that says that the results above -- the



       5    results showed that the BTA and PPA for the most



       6    competitive projects to be close in value.



       7              In addition on page --



       8         COMMISSIONER CLARK:  Thank you.  I apologize for



       9    interrupting.



      10         MS. MCDOWELL:  No worries.  On page 75 there's a



      11    related conclusion from the IE stating "Overall the



      12    results indicated that there did not appear to be an



      13    inherent advantage associated with the utility



      14    ownership bid due to shorter evaluation purposes for



      15    purposes of evaluating and selecting a portfolio of



      16    resources."



      17              So, again, that's back to the 2036



      18    analysis, and I'm stressing this because, you know,



      19    you can't do -- I mean it's a basic premise of the



      20    RFP process that you need to use a consistent



      21    analysis across your bidding process.



      22              So you can't use one analysis to judge all



      23    of -- to comprise your shortlist and to assess the



      24    projects and then at the end use a different



      25    analysis, a 2050 nominal analysis and say, "Oh,
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�       1    that's what the results should have been."



       2              When we applied the analysis, we used



       3    across the board to the comparison of solar and wind,



       4    wind came up ahead of solar, and that's before taking



       5    into account the cost of the transmission line, which



       6    if you do the solar bids, you're left in a position



       7    where the customers are exposed to the 300 million



       8    net present value of the cost of that line.



       9              The Company's clearly indicated that line



      10    is in the plan for 2024.  That's a near-term need.



      11    Now, the Company with its transmission planning has



      12    made clear it takes those dates and tries to be as



      13    flexible as possible to ensure that those lines can



      14    be brought on as cost effectively as possible.



      15              But that's not to say when you have a need



      16    like that you can continue to push it on and out into



      17    the future for forever.  I think all the discussion



      18    around the transmission queue and the congestion



      19    reinforces that is it really not a question of if;



      20    it's question of when with respect to that line.  And



      21    you've heard that testimony from many of the



      22    Company's witnesses on that point.



      23              So while some folks say "Well, it's an



      24    advantage the solar bids don't require the



      25    transmission line," from our perspective what happens
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�       1    if you go forward with the solar bids, they might



       2    look attractive because you don't have the



       3    transmission costs, but you also don't have the



       4    benefits that are paying for that transmission, which



       5    is ultimately the 300 million NPV costs for the



       6    transmission line.



       7              So with respect to the concerns that we,



       8    you know, never reviewed other bids outside of solar,



       9    that we should have done an all-source bidding



      10    process, I just want to say no party has ever raised



      11    this issue that the Company should have looked at a



      12    gas plant or that some other kind resource would be



      13    competitive.  That just was never disputed here.



      14              The only issue raised was would solar



      15    resources be competitive, and that's simply because



      16    the IRP process clearly showed that the renewable



      17    resources were the only resources that could possibly



      18    compete with the front office transactions.  So



      19    that's the evidence on that.



      20              With respect to the need question, I just



      21    want to say that on the one hand the Office has said



      22    that the 2050 analysis is the one that the Commission



      23    ought to be looking at even though the 2036 analysis



      24    was used in the RFP process, and they are pointing to



      25    the wind repowering order for that.
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�       1              And it was clear -- and I think the



       2    testimony was clear -- is that the 2050 analysis in



       3    repowering was particularly important because that



       4    back-end benefit was such a big part of the analysis



       5    of whether repowering made sense.



       6              So once -- basically it's the life



       7    extension benefit.  Once the old plants were going to



       8    go off, what was the value of the remaining years



       9    where you presumably would not have had those wind



      10    plants, and that's a very large benefit which was not



      11    captured in the 2036 analysis.



      12              So here, we've got a different set of



      13    considerations.  We're really looking at how does the



      14    RFP compare to bids, and it uses the 2036 model for



      15    that.  But in any event, on the one hand, the Office



      16    is pointing to the repowering order for the use of



      17    the 2050 analysis but then not considering how the



      18    Commission really reviewed that low-cost factor in



      19    the context of the repowering decision.



      20              The Commission really looked at benefits,



      21    and is there a net benefit, and economic benefit, to



      22    customers, not some of the other need arguments that



      23    have been raised both here and in the repowering



      24    context.



      25              So let me just check my notes here for a
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�       1    moment.  It's hard to talk and read my notes at the



       2    same time.  So just give me one moment to catch up.



       3              So there is also the contention that simply



       4    having the line in our long-term plan is not enough



       5    to show need for that transmission line, and I think



       6    there's been a fair amount of evidence beyond just



       7    the fact that that line is in our transmission plan



       8    to show the need.



       9              And it's some of the issues I raised



      10    earlier about relieving congestion, providing



      11    additional voltage support, allowing the Company to



      12    manage all of its resources more flexibly, and the



      13    evidence we've produced that even the Dave Johnston



      14    plant closes and even if there is no additional wind



      15    that's brought on, we still are in a place where



      16    we're very close to having -- you know, being put



      17    into that place where we have a reliability need that



      18    would mandate construction of that line and bring on



      19    that $300 million NPV cost.



      20              Now, there was -- there have been questions



      21    about the hard cap and the legality of the hard cap.



      22    I just want to also make an argument that isn't just



      23    around legality but is around fairness.  What we're



      24    looking at here is a proposal to cap the Company's



      25    costs at its estimates to ensure some level of
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�       1    benefit.



       2              And the fallacy of that argument is that



       3    you could have a situation where you've capped the



       4    Company's costs at the estimated level; you end up



       5    having significant benefits that, you know, maybe are



       6    either what the Company's estimated or even more than



       7    that; there's an occurrence that's outside of



       8    Company's control that the Company prudently responds



       9    to, say, costs at 50 million; and a hard cap would



      10    put the Company in a position that, notwithstanding



      11    the fact customers are enjoying potentially hundreds



      12    of million of dollars of benefits, the Company is not



      13    going to be able to recover that 50 million in



      14    prudent expenditures.



      15              So it puts the Company in a position where



      16    people are not saying, you know, "Cap this at the



      17    projected benefits."  They are saying, "Cap it at the



      18    projected costs irrespective of benefits."  So you do



      19    get in a position -- we think any hard cap is



      20    inappropriate and not authorized.



      21              But it's also pretty unfair because it



      22    could lead to a situation where customers have



      23    significant benefits and the Company is unable to



      24    recover prudent costs.



      25              So with respect to UAE, some of UAE's
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�       1    comments around the IE and his conclusions that he



       2    personally could not say whether -- because he was



       3    not the IE in the solar resource RFP and had not



       4    reviewed all the evidence in this docket and the IE



       5    work in that solar docket, that he personally could



       6    not say that the wind resources -- well, he said



       7    certainly that the wind resources provided



       8    substantial benefits to customers and were the best



       9    and most competitive bids the market could offer for



      10    wind.



      11              He could not say whether they were, on a



      12    relative basis, lower cost than solar, that that was



      13    just not his job.  I just want to be clear -- and I



      14    believe the IE testified -- that that's not to say



      15    that you can't make that decision based on the record



      16    that we've provided you, which is much more extensive



      17    than what the IE reviewed.



      18              So let me just be clear that the IE did not



      19    say that that decision can't be made by you.  He said



      20    it could not be made by him based on scope of his



      21    work.



      22              We believe, based on the record that we



      23    have provided, that both based on the benefits, the



      24    analysis the Company did do of the solar resources,



      25    the conclusions of that analysis -- which is wind
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�       1    now, solar next -- that all of that supports the



       2    satisfaction of that first factor, that low-cost



       3    factor.



       4              Now, with respect to the some of UIEC's



       5    comments, one of the comments that UIE's counsel made



       6    was that the contracts are missing from the record



       7    and that's problematic.  I just want to reinforce for



       8    the Commission the point that the resource approval



       9    statute really contemplates approval before getting



      10    into these binding contracts, that it is the normal



      11    course of events, at least based on the cases I've



      12    read, in particular the Bridger SCR case, where the



      13    Company really takes the contracts up to, you know, a



      14    sort of finally negotiated point, waits for the



      15    regulatory approval process to be depleted, and then



      16    files the contracts with the Commission so the



      17    Commission can review them.



      18              Obviously, the Company's implementation of



      19    its resource decisions are subject to a prudence



      20    review by the Commission, so assuming those contracts



      21    did not comport with representations the Company made



      22    in the context of this proceeding, that would be



      23    subject to future commission review.



      24              Now, with respect to UIEC's position that



      25    there is a major risk associated with the appeal of
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�       1    the RFP, you know, just there's an irony that UIEC



       2    has brought this appeal and now claims the Company --



       3    that there's a huge risk associated with it the



       4    Company has not considered.



       5              I mean it seems inappropriate or ironic for



       6    a party to create a risk and then say, "Oh, there's



       7    too great a risk to proceed and the Company can't



       8    move forward and the Company hasn't considered that



       9    risk."



      10              I guess we're -- the appeal has yet to go



      11    forward, but we believe that just based on similar



      12    comments that we've made here about the satisfaction



      13    of the low-cost factor, we don't think the appeal has



      14    merit.  We also think it's inappropriate for a party



      15    to create a risk and then claim the Company hasn't



      16    properly addressed the risk that they've created.



      17              And with respect to the UIEC's comments



      18    about the Oregon order on the RFP shortlist, UIEC



      19    referred to this as, you know, that we did not -- the



      20    Company did not get a pre-approval order.  I want to



      21    be clear:  There is no such thing as a pre-approval



      22    order in Oregon.



      23              The closest thing that Oregon has to that



      24    would be IRP acknowledgment or RFP shortlist



      25    acknowledgment, one or the other; you don't need
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�       1    both.  In this case the Company had IRP



       2    acknowledgment, and that's as good as it gets in



       3    Oregon.  There is no pre-approval scheme like there



       4    is in Utah.  I don't think the commission could have



       5    been clearer in its order that they were not



       6    prejudging the outcome and clearly encouraging the



       7    Company to go forward and present this in the normal



       8    course under Oregon law.



       9         COMMISSIONER CLARK:  Can I interrupt you there a



      10    second.



      11         MS. MCDOWELL:  Of course.



      12         COMMISSIONER CLARK:  Would you remind me of the



      13    timing of IRP acknowledgment in Oregon and your



      14    pursuit of RFP acknowledgment in Oregon, how those



      15    operated, what was the timeline for each of them.



      16         MS. MCDOWELL:  So the IRP acknowledgment was in



      17    December and the RFP shortlist acknowledgment order



      18    was just a couple weeks ago.  So, basically, just



      19    like here, the RFP went on concurrently with the IRP.



      20    The IRP was acknowledged first, and then the RFP



      21    shortlist issue came before the Commission.



      22              And frankly, you know, I think one of the



      23    drivers for the commission's decision was that they



      24    had already provided IRP acknowledgment, so they



      25    could reserve questions on the RFP shortlist because
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�       1    they -- since they had provided IRP acknowledgment,



       2    it really wasn't -- you know, it was a redundant



       3    acknowledgment in some ways, and I think that was the



       4    gist of the Commission's order.



       5         COMMISSIONER CLARK:  Is it something you apply



       6    for?  You initiate?



       7         MS. MCDOWELL:  It's a requirement --



       8         COMMISSIONER CLARK:  A request?



       9         MS. MCDOWELL:  It's a requirement of a



      10    competitive procurement process in Oregon, so it was



      11    not something that the Company -- it had to do it



      12    because it's just a requirement of the procurement



      13    process, so the Company, as a part of the procurement



      14    process, it got approval of its RFP.



      15              And when it came to -- when it had prepared



      16    a final shortlist, it was required as a part of the



      17    procurement review to ask the Commission to



      18    acknowledge that final shortlist, and that's the



      19    process that occurred.



      20         COMMISSIONER CLARK:  Thank you.



      21         MS. MCDOWELL:  Before I conclude, let me check



      22    with my colleagues to make sure there's nothing else.



      23              Just a couple of other points, assuming I



      24    have a couple more minutes.



      25         CHAIR LEVAR:  Assuming time for questions, but
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�       1    yeah --



       2         MS. MCDOWELL:  I won't take much longer.



       3         CHAIR LEVAR:  Maybe two more, yeah.



       4         MS. MCDOWELL:  There were some questions that



       5    came up about the forward price curve and the fact



       6    that the Company -- you know, Company's predicted



       7    ability to forecast forward prices, that there was



       8    evidence it was problematic.  I guess I just want



       9    to -- these were comments from the DPU, and I just



      10    want to remind the Commission that when we asked the



      11    DPU's witness to provide evidence of that, there was



      12    never any ability to do that.



      13              So, in other words, there were conclusory



      14    statements made that the Company had predicted its



      15    forward price curves inaccurately, but the Division



      16    witness was never able to point to any evidence



      17    establishing that.



      18              And just to remind the Commission, the



      19    medium case, the base case forecast, is based on the



      20    Company's forward price curve just like in



      21    repowering.  And just like in repowering where the



      22    Commission found that the use of that forward price



      23    curve in all kinds of, you know, regulatory contexts



      24    here in Utah demonstrated its reasonableness.



      25              I mean it's the same curve that we're using
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�       1    here, and, you know, to the extent that we haven't



       2    captured, you know, some of the decline in natural



       3    gas forward price curves, that reflects the fact that



       4    our curves are based on market inputs.



       5              We're not making this stuff up.  We rely on



       6    third-party experts.  We consolidated and synthesize



       7    that information, and that's how we construct our



       8    curve.  Our curves are audited by all of our



       9    commissions because they are used extensively, and



      10    our regulatory processes.



      11              And I think the evidence here was pretty



      12    clear that compared to, you know, widely relied-upon



      13    curves -- namely, the EIA reference case -- the



      14    Company's curve has always been a little bit lower, a



      15    little bit more moderate, a little bit more



      16    conservative, if you will.



      17              So the comparison to the Jim Bridger case,



      18    there was never any evidence in the record of actual



      19    prices and how those forecasts compared to that.



      20              And then, finally, with respect to this



      21    question or the point that UIEC made on the cluster



      22    study and the fact that that study could change



      23    things with respect to queue position, the point I



      24    made remains:  The queue -- FERC requires the Company



      25    to basically go in serial order.
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�       1              So even if you did a cluster study, it



       2    would still require somebody to drop out.  So I guess



       3    the wishful thinking would be if you did some kind of



       4    study like that somebody might drop out of the queue,



       5    but it would still require someone to do that when



       6    you have a valuable queue position in a place -- a



       7    transmission constraint place like eastern Wyoming.



       8              I think you can fairly and safely assume



       9    that people are not going to drop out of the queue.



      10    It's valuable to remain in the queue because,



      11    obviously, that can be part of a future arrangement



      12    such as the ones that occurred in this case.



      13              So those are all the rebuttal comments I



      14    have.  I really want to, again, say thank you to the



      15    Commission for presiding over this case and presiding



      16    over this hearing.



      17         CHAIR LEVAR:  Thank you.  I have one very narrow



      18    question on one point you made in your rebuttal



      19    statement.



      20              When you were talking about the UIEC



      21    statements about the risk of the current pending



      22    appeal -- with the understanding that I believe UAE



      23    is the appellant -- I think I've got the term



      24    right -- in that case, UIEC is not a party to that



      25    appeal, does that modify your comments on that risk
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�       1    to any significant extent?



       2         MS. MCDOWELL:  Yes, it does.  So I stand



       3    corrected.



       4         CHAIR LEVAR:  Okay.  Do you have any additional



       5    questions?



       6         COMMISSIONER CLARK:  No, I don't.  I do want to



       7    thank all counsel that have participated, though.



       8    This summation has been very helpful for me.  I know



       9    it's laborious for each of you, but thank you for



      10    your contributions today.



      11         CHAIR LEVAR:  Thank you.  And I don't want to be



      12    repetitive, but we recognize that asking for closing



      13    statements was a not-insignificant burden on those of



      14    you who already had -- I'm trying not to use a



      15    pejorative term -- a pretty rough week.



      16              We recognize it was a significant thing to



      17    ask you do to that.  It was helpful.  It was



      18    meaningful.  And it allowed to explore some issues in



      19    a way that we couldn't do so in testimony.  So we



      20    appreciate that.



      21              And with that I think -- noting the time



      22    constraints that were discussed on the first day of



      23    the hearing, I don't know that we're ready to make



      24    any commitments today on timing of Commission action



      25    except to say we will take this under advisement and
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�       1    give this matter serious consideration and take



       2    action when we're able to do so.



       3              With that, we're adjourned.  Thank you.



       4            (Whereupon the hearing was adjourned



       5    at 3:52 p.m.)



       6                           *  *  *
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�       1                    C E R T I F I C A T E



       2    STATE OF UTAH         )

                                  )

       3    COUNTY OF SALT LAKE   )



       4           THIS IS TO CERTIFY that the foregoing hearing



       5    was taken before me, Letitia L. Meredith, Registered



       6    Professional Reporter and Notary Public for the State



       7    of Utah and Certified Shorthand Reporter for the



       8    State of California.



       9           That the hearing was reported by me in



      10    Stenotype, and thereafter transcribed by computer



      11    under my supervision, and that a full, true, and



      12    correct transcription is set forth in the foregoing



      13    pages, which also includes excerpt taken from PSC



      14    recording.



      15           I further certify that I am not of kin or



      16    otherwise associated with any of the parties to



      17    said cause of action and that I am not interested in



      18    the event thereof.



      19           WITNESS MY HAND and official seal at



      20    Spanish Fork, Utah, this 6th day of June 2018.
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                                    _____________________________

      22                            Letitia L. Meredith, CSR, RPR
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