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PROCEEDI NGS

CHAIR LEVAR  We'll be on the record.

And good norning, we're here for a Public
Servi ce Conm ssion hearing in Docket 21-035-42, Rocky
Mountain Power's Application for an Alternative Cost
Recovery for Major Plant Additions of the Pryor Muntain
and TB Flats Wnd Projects.

Participating for the Conm ssion today is
nysel f, Thad LeVar, Conm ssioner David Cark, and
Conmmi ssioner Ron Allen. And we will go to appearances
next, and we'll start wth Rocky Mountain Power.

M5. WEGENER: Good norning. This is Emly
Wegener appearing on behalf of Rocky Mountai n Power.
Wth ne in the room| have Conpany w tnesses Joelle
Steward, Steve McDougal, Robert Van Engel enhoven, Robert
Meredith, and wwth ne joining renotely, is N kki Kobliha
and Ti m Henstreet .

Thank you.

CHAIR LEVAR  Ckay. Thank you.

For the Division of Public Facilities?

MR, JETTER. And good norning. M nane is
Justin Jetter, and I'man attorney with the Utah
Attorney General's Ofice. |'mhere today representing

the Utah Division of Public Utilities. And the D vision
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I ntends to present four w tnesses today, Joni Zenger,
Trevor Jones, Gary Smith, and Dr. WIlliam Powell. And
all of themare present in the hearing this norning,

| believe.

CHAI R LEVAR. kay. Thank you, M. Jetter.

M. Moore?

MR. MOORE: Robert More, I'mwth the
Attorney General's Ofice representing the Ofice of
Consuner Services. The Ofice's witness today will be
Di rector M chel e Beck.

CHAIR LEVAR  Ckay. Thank you, M. Moore.

M. Russell?

MR. RUSSELL: Thank you. Phil Russell on
behal f of the Utah Association of Energy Users. UAE
will be presenting two witnesses today, Justin Bieber
and Kevin Hi ggins. Neither of whomare currently here,
but wll be here when necessary.

CHAIR LEVAR. Ckay. Thank you, M. Russell.

Rocky Muntain Power filed a notion requesting
perm ssion to have two of its witnesses participate
renotely. They indicated in their notion that no party
objected, so I'll just confirmthat. |f anyone has any
objection to the notion, indicate it now.

And |'m not seeing any, so that notion is

gr ant ed.
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Hopefully the video will work, but if it
doesn't, we can always fall back to audio.
Any other matters before we go to the first
W t ness?
kay. Ms. Wegener?
M5. WEGENER: The Conpany calls Joelle
St ewar d.
CHAI R LEVAR  Good norning, M. Steward.
Do you swear to tell the truth?
M5. STEWARD: | do.
CHAI R LEVAR  Thank you.
M5. STEWARD: Do you have a preference if
| eave the mask on or off?
CHAIR LEVAR No preference. |1'mleaving mne
on.
JOELLE STEWARD
DI RECT EXAM NATI ON
BY M5. WECGENER
Q Good norning, Ms. Steward. Can you pl ease
state and spell your nane for the record?
A M nane is Joelle Steward. It's J-o0-e-1-1-e,
S-t-e-wa-r-d.
Q \Wiat's your position with Rocky Muntain
Power ?

A. I'mthe senior vice president of regulation
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for Pacifi Corp.
Q And did you submt direct and rebuttal
testinony in this matter?
| did.
Do you have any corrections to that testinony?

| do not.

o >» O »

If | asked you the questions in that testinony
t oday, would your answers be the sanme?
A.  Yes.
M5. WEGENER: Move to admit the direct and
rebuttal testinony of Joelle Steward.
CHAI R LEVAR. Thank you. |If anyone objects to
that notion, please indicate your objection.
' mnot seeing any, so the notion is granted.
BY M5. WECGENER
Q M. Steward, can you please provide a sumary
of your testinony?
A.  Yes, | can.
Thank you. Good norning, Chairman LeVar,
Conm ssi oner C ark, and Conm ssioner Allen.
My testinony provides an overview of Rocky Muntain
Power's application for alternative cost recovery for
the remai ning cost of the Pryor Mountain and TB Fl ats
wi nd projects that are not currently in rates follow ng

t he 2020 general rate case.
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Before | provide nore detail on the Conpany's
request, | will first provide sone background on the two
projects included in this case.

TB Fl ats was approved by the Conmmi ssion in
Docket 17-035-40 as part of the Conpany's Energy Vision
2020 project. And Pryor Muntain was found to be
prudent in the 2020 general rate case.

When t he Conpany submtted its 2020 general
rate case application in May of 2020, both projects had
pl anned in-service dates near the end of 2020. By the
time the Conpany submtted its rebuttal testinony in
Oct ober of 2020, the in-service for the full comrerci al
operation of the projects had been pushed to 2021 as a
result of delays caused by the COVI D-19 pandemic.

My rebuttal testinmony in the 2020 rate case
proposed a two-step rate change to recover the full
revenue requirenment of the portion of TB Flats and Pryor
Mountain that were projected to be in service in 2021.

Utimately, the Conm ssion determ ned that
Utah | aw governing test periods in general rate cases
precluded their ability to approve the adjustnent for
t he del ayed portion of the projects and based the
revenue requirenent upon an average of test period for
cal endar year 2021.

Wth that background, wth this -- in this
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application, Uah Code, specifically Section 54-7-13. 4,
which I'lIl refer to as the major plant addition statute,
aut hori zes the Conm ssion to approve alternative cost
recovery for these major plant additions that have been
found to be prudent.

The Conpany is requesting the 6.7 mllion in
annual revenue requirenent for the investnent in these
plants to be included in rates. This anmount is not for
i ncremental additions to Pryor Mouuntain and TB Fl ats,
rather it reflects the capital cost of the projects not
currently in rates. Since custoners will receive the
full benefits of the projects through the energy
bal anci ng account, the Conpany is seeking recovery of
the capital cost of the projects to match costs and
benefits.

Additionally, the application reflects an
update to base EBA to reflect the projects' savings on a
consistent tineline as the costs. The costs and
benefits together result in a net rate decrease of
$4.2 mllion, or 0.2 percent, effective January 1, 2022.

The Division of Public Uilities, the Ofice
of Consumer Services, and the Utah Associ ati on of Energy
Users have argued in their testinony, and through a
notion for summary judgnment, that U ah Code does not

apply in this case, and that the Conpany is
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circunventing the normal results of rate nmaking.
Clearly, the Conpany di sagrees.

This statute defines a major plant addition as
any single capital project -- any single capital
I nvest ment project of an electrical corporation that in
total exceeds one percent of the electrical
corporation's rate base.

The cost the Conpany is seeking recovery of in
this case are for the single capital investnents of
TB Flats and Pryor Muntain, and the cost of each exceed
that threshold. The statute allows the Conpany to file
for cost recovery of major plant addition if the
Conmmi ssion has entered a final order in a general rate
case within 18 nonths of the in-service date of the
maj or pl ant.

Again, both TB Flats and Pryor Mbuntain
projects qualify since the in-service dates and the
filing in this case were nade within 18 nonths of the
final order in the 2020 rate case.

Dr. Powell argues that only additional costs
shoul d be consi dered when defining any nmajor plant
additions, since this case could create a precedent
where any increnental addition to the |arge project
woul d neet the threshol d.

However in this case, the Conpany is not
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seeking recovery of an increnental addition, but it is
I nstead seeking recovery of full costs necessary to
support the resource decisions that were already found
to be prudent by the Comm ssion.

I n other words, the Conpany has not added any
addi tional portion to the projects, as they were defined
and approved in a prior proceeding. |Instead, the
Conpany is seeking recovery of a material anount of the
I nvestnent for these projects that is not currently in
rates.

UAE wi tness M. Higgins argues that these
projects are entirely included in the rate base because
they were included in the average of period test year in
the 2020 rate case, and we are therefore trying to
circumvent normal rate making.

Simlarly, OCS wtness Ms. Beck states that
t he Conmpany's request subverts the test year policy.
However, the MPA statute and the test year rules
In general rate cases are not in conflict with each
other. On the contrary, the Conpany's major plant
addition request is an exanple of applying the statute
as it was intended to provide tinely recovery of
I nvest ment without the need for back-to-back general
rate cases.

The 18-nmonth qualification in the MPA statute
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hel ps to bal ance rate case timng with in-service dates
for major capital investnents.

Furthernore, average of period rate naking
treatnent in the -- used in the general rate case should
not be conflated wth the actual capital cost of the
I nvestnments that are incurred to produce the benefits
that wll flowto the customers in the EBA

The fact of the matter is that rates do not
reflect the full capital cost. The Conpany is seeking
not hing nore than a fair outcone of obtaining full cost
recovery for the TB Flats and Pryor Muntain w nd
projects, as custoners are receiving the full net power
costs and production tax benefits.

And that concludes ny sunmary.

Q Thank you.

M5. WEGENER: Thank you. | have nothing
further for this witness, and she's available for
cross-exam nation and questions fromthe Conm ssion.

CHAI R LEVAR  Thank you, M. Wegener.

M. Jetter, do you have any questions for
Ms. Steward?

MR. JETTER:. | have no questions. Thank you

CHAI R LEVAR. Thank you, M. Jetter.

M. Moore?

MR. MOORE: Just a few questions.
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CROSS- EXAM NATI ON
BY MR MOORE
Q Good norning, Ms. Steward. Can | direct your
attention to the question and answer on line 19 through
33 of your rebuttal testinony, and ask you to read that

portion of your testinony to yourself?

A. |I'msorry, could you repeat the cite?
Q Yes. Your rebuttal testinony.

A.  Yes.

Q Line 19 through 33.

A. And you want ne to read?

Q Just read that to yourself.

A.  Oh, okay.

(Wtness reviews testinony.) Okay.

Q In this testinony, you provide your
under standing of the nmajor plant addition statute, Utah
Code Section 54-7-13.4. Isn't that correct?

A.  Yes.

Q Do you agree with ne that in reading this
statute, a reader should assune that the |egislature
uses each word of the statute advisedly?

A. | believe so.

Q Regarding your reading of the nmajor plant
addi tion statute, how does your construction give

nmeaning to the word "addition" in Section

Advanced Reporting Solutions
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54-7-13.4(1)(c)? | believe that's the definition of
maj or plant addition.

A. | didn't quite catch the begi nning of your
questi on.

Q How does your construction give nmeaning to the
term"addition?"

A. The word "addition?" WlIlIl, a major plant is
an addition to our rate base. |It's a new resource.

Q And that resource is it worth -- is it nore
t han one percent -- in your application, the resources
are worth nore than one percent -- the additional
resources are worth nore than one percent of your rate
base; isn't that correct?

A. The total project is nore than one percent of
our rate base.

Q But the addition is not?

A. We were considering the entire project to be
the addition. That was how the cost and benefits of the
entire project were evaluated for prudence.

Q Do you agree with ne that the term "major
pl ant addition statute" should be used consistently

t hroughout the statute?

A. | believe so.
Q I'mgoing to direct your attention to another
part of your rebuttal testinmony, [ines 50 to 52.
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WI1l you pl ease --

A, Ckay.

Q Could you please read the sentence contai ni ng
those lines, starting wwth the words "noreover," and
ending with the words "proceeding into the record?"

A. "Moreover, the concern that the Conpany could
nerely rely on these project costs to seek recovery of
any increnental addition in the future is a red herring,
as that is not a circunstance before the Conm ssion in
this proceeding.”

Q Now, Ms. Steward, could | direct your
attention to the lines 150 to 152 of your rebuttal
testinony? Could you please read the sentence starting

with the word "parties',"” and ending with the word
"proceedi ng?"

A. I'msorry, the line 1507?

Q To 152, yes.

A, On. "Parties' specul ation about the result of
all om ng recovery here are not based on circunstances
before the Comm ssion in this proceeding."”

Q In the sentence you just read, you take the
position that the Commi ssion's order granting -- that a
Conmmi ssi on order granting your application would not set

a precedent for future cases; isn't that correct?

A. | imagine any order sets sone sort of
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precedent for future cases. But the context of how
that's applied is probably what is inportant there.

Q \Wat material facts are unique to the incident
case that will not be repeated in future cases dealing
with increnental costs being added to an investnent
al ready included in rates?

A. Yeah. |'mnot sure, given what future cases
may | ook |like. But the circunstances of this case are
nerely costs associated with a project that was
approved, that is a significant project providing
benefits to custoners.

Q Do you agree with me under those factual
circunstances the -- this -- the Conm ssion order
granting your application would result in a precedent
regardi ng that situation where you have costs already
i ncluded in rates, adding increnental cost to the...

A. Potentially, yes. It would also govern, you
know, treatnent going forward. Yes.

Q In Rocky Mountain Power's 220 [verbatin rate
case you testified that if the public -- I"'mgoing to a
different position now. In Rocky Muuntain --

A. Coul d you possibly nove your m crophone a
little bit closer. |'mhaving...

Q Howis this?

A. That is nmuch better. Thank you.
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Q In Rocky Mountain Power's 220 [verbati nj
general rate case you testified that if the Conm ssion
did not accept the proposal with a two-step rate
I ncrease, the Comm ssion could consider an alternative
recommendati on proposed by Rocky Muntain Power; isn't
that correct?

A. I'msorry, could you repeat the question?

| don't think I followed it.

Q In your testinony in the recent general rate
case --

A.  Yes.

Q -- you testified that if the Conm ssion did

not accept your proposal for a two-step rate increase in
connection with the Rocky Mountain Flats and the Pryor
Mountain Wnd Project the Conm ssion shoul d consider an
al ternative recommendati on proposed by Rocky Mountain
Power; isn't that correct?

A. | nmean, we proposed the two-step rate change.
That was our proposal in the case. And | stated in that
testinony that if it wasn't approved, we woul d seek
maj or plant addition filing for those costs.

Q M. Steward, |'mgoing to hand you a docunent
mar ked as OCS Cross Exhibit 1 and represent to you that
it is a portion of your rebuttal testinmony fromthe | ast

general rate case.
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May | approach?
CHAI R LEVAR  Yes.
BY MR MOORE

Q Now, may | direct your attention to |lines 231
and 233 of the exhibit?

A. Oh, yes.

Q | believe you testified, "If the Conpany's
proposed two-step rate change is not accepted, the
Conmpany shoul d be able to nake adjustnents to the EBA
and retain the portion of benefits associated with
capital not in rates.”" [As read.] D d I read that
correctly?

A Yes.

Q Isn't it correct that the Public Service
Comm ssion did not accept your proposal of the two-step
rate increase, nor did the Public Service Conmm ssion
approve the Conpany's alternative prorationing of
benefits approach?

A. | don't believe the Conmm ssion nade any
determination in the rate case order on that
al ternative.

Q They didn't grant it.

A. They didn't grant it. W also haven't filed
t he EBA that woul d be appli cabl e.

Q But they didn't grant it in the general rate
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case?

A. They did not address it in the rate case
or der.

Q And Rocky Mountain Power didn't appeal the
Conmmi ssion's decision on prorationing, nor did it even
file a petition to reconsider on that issue; isn't that
correct?

A. W did not.

MR. MOORE: | have no further questions.
Thank you.
CHAI R LEVAR  Thank you, M. Mbore.
M. Russell?
MR. RUSSELL: | have a couple.
CROSS- EXAM NATI ON
BY MR RUSSELL:

Q M. Steward, in your sunmary you indicated
that the Conpany in this docket is seeking an increase
to -- | think it was total plant -- annual total plant
revenue requirenent of $6.7 mllion; is that right?

A.  Yes.

Q And that's nmade up of two separate conponents,
the way | see it. One, is there's an adjustnent or a
change to the manner in which -- for the neasurenent
period for the average rate base for each project,

correct?
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A. It's an annualized revenue requirenent, so
it's for 12 nonths fromthe date of in-service.

Q Rght. And that -- and that's different from
the way that those -- the capital costs of those

projects were neasured in the rate case, right?

A. Correct.
Q Ckay.
And then in this docket, you' ve al so updated
the projected cost of each project with TB -- well, ["l]
just -- you've updated the projected cost for these

projects, right?

A. Correct.

Q And the result of that update is that the
projected cost for -- | think it's TB Flats, is slightly
hi gher and the projected cost for Pryor Mountain is
slightly |lower than was in the projections in the
general rate case, right?

A | wll say subject to check. | know our other
W t nesses, M. MDougal, M. Henstreet, M. Van
Engel enhoven, are nore famliar wth the specific cost
changes, yes.

Q Sure. Ckay.

And | want to focus on that |last -- on that
second bit of the change that we're tal king about, which

Is the update to projected costs.
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You' ve submtted sone testinony regarding the
Conpany's view of how the major plant addition statute
wor ks.

Is it the Conpany's view that for a project
that is in arate case fully in service prior to the
test period, but that there are increased costs, or the
projected costs of that project increase after the rate
case order, that the Conpany can file a -- for cost
recovery under the statute for those increased -- for
the increase in the projected costs?

A | don't know that we would. | think it
would -- we would have to take into account the specific
ci rcunst ances here. Because a material portion of the
costs were not included in rates, we sought a major
pl ant addition filing.

Q Yeah, the response you gave is slightly
different than ny question. The question -- the
response was -- your response was whet her you woul d, and
ny question was really whether you think you coul d.

A. | think yes.

Q Thank you.

| would like you to turn in your rebuttal
testinmony to line 117.

A, Ckay.

Q You beat ne to it.
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Starting on line 117 -- or at line 117, you
of fer sone testinony related to your position about

changi ng the EBA, the base EBA, in this docket, right?

A.  Yes.
Q And I'Il -- we can read this into the record
I f necessary, it's already in. But your -- generally

speaki ng, your position is that the Conm ssion ought to
change the base EBA. Assuming it approves the -- your
request for cost recovery, the Comm ssion ought to
change the base EBA in this docket to match benefits and
costs, correct?

A. Correct.

Q GCkay. And that matching would occur on a Utah
jurisdictional basis, right?

A.  Yes.

Q Uah's share of the systembase is all |'m
trying to get at.

A.  Yes, all of our costs are on the Utah basis --
or rates, yes.

Q Sure.

Now, that doesn't necessarily result in a

mat ching for each of the rate classes, though, right?
That woul d depend on the manner in which cost and
benefits are allocated to those rate classes, right?

A. | mean, | think it shoul d. "' mnot sure
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that -- what you're | ooking for there.
Q Wll, I'"'mgoing to have a conversation with

M. Meredith later, hopefully this norning, related to
a -- the manner in which the Conpany is proposing to
all ocate costs and benefits versus spread the rates.
And | guess ny question to you is, does changing the
base EBA -- does it create a uniformallocation if

you' re changing the manner in which rates are spread
fromthe rate case to this docket?

A. | nean, | believe it should. M. Meredith can
probably go into nore detail or even M. MDougal on the
al l ocations of the cost.

Q And perhaps -- and perhaps I'Il just talk to
M. Meredith about this, but if you' ve got a -- your
stated concern here is that the actual benefits of these
projects would flow through the EBA ot herw se, right?

I f the base EBA isn't changed, right?

A. Correct. Absent any other adjustnent, yes.

Q Sure.

And they woul d be all ocated however they get
allocated in the EBA, but it would be based on the rates
that are currently charged to custoners, right? The
costs that are allocated anong the rate class would be
based on the current rates, right?

A. Yes.
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Q And to the extent that you are changing the
rates for each rate class, it wll -- and bringing
forward the benefits, it will change the way that those
benefits are allocated to the various rate classes,
right? Just as a general proposition?

A. Generally, it could. | don't know that it
woul d be any material anount.

Q Ckay. Fair enough. Thank you

MR RUSSELL: That's all | have.

CHAI R LEVAR  Thank you, M. Russell

Ms. \Wegener, any redirect?

M5. WEGENER:. No redirect. Thank you.

CHAI R LEVAR  Gkay. Thank you.

Conmi ssioner Allen, do you have any questions
for Ms. Steward?

COMM SSI ONER ALLEN:  No questions. Thank you.

CHAI R LEVAR  Commi ssi oner O ark?

COMM SSI ONER CLARK: | have no questi ons.
Thank you.

CHAIR LEVAR | have maybe one.

Dl RECT EXAM NATI ON BY THE COWM SSI ON
BY CHAI R LEVAR

Q If you'll indulge a hypothetical.

A, Ckay.

Q So ny hypothetical is, Rocky Mountain Power
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conpl etes a wind generation project that qualifies for
PTCs and cones in service 20 nonths foll ow ng the nost
recent general rate case order, and Rocky Muntain Power
does not file a general rate case for the next couple
years after that in-service date. How should those PTCs
be treated in the EBA?

A. 1'd have to | ook back at our EBA testinony --
or our rate case testinony, but | believe the way we
phrased it in our case, that the PTC should flow back
and consistent with the costs that are included in the
case -- in rates.

Q Thank you.

That answers ny question. | don't have
anything further. Thank you for your testinony this
nor ni ng.

M5. STEWARD: Ckay. Thanks.

CHAIR LEVAR. Ms. \Wegener?

M5. WEGENER: The Conpany calls N kki Kobli ha.

M5. KOBLIHA: COkay. Hopefully you can both
hear me and see ne.

CHAIR LEVAR. Ms. Kobliha, we can see you.

At this point, the volune in this roomis pretty |ow.
Is there a way we can try to increase that?
M5. KOBLIHA: If | talk |Iouder, does that

hel p? O is it sonehow pulling fromny conputer and not
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t he headset ?
CHAIR LEVAR. Ckay. W're adjusting the
m crophone, and | think we have it solved. W mght get
f eedback.
M5. KOBLI HA:  Ckay.
CHAIR LEVAR. Can you hear us clearly?
M5. KOBLIHA:  Yes, | can.
CHAIR LEVAR (Okay. Ms. Kobliha, do you swear
to tell the truth?
M5. KOBLIHA: | do.
CHAIR LEVAR  Ckay. o ahead.
NI KKI  KOBLI HA
DI RECT EXAM NATI ON
BY M5. WECGENER
Q Good norning, Ms. Kobliha. Could you please
state and spell your nanme for the record?
A. N kki Kobliha. Ni-k-k-i, K-o0-b-I-i-h-a.
Q \Wiat's your position with the Conpany?
A. I'mthe chief financial officer and treasurer
of Paci fi Corp.
THE REPORTER |'msorry, treasurer of the
what ?
CHAIR LEVAR. | think the m crophone turned
of f.

I f you could just start over your answer to
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t hat question?
M5. KOBLIHA: Chief financial officer and
treasurer of Pacifi Corp.
BY M5. WECGENER
Q Thank you.
Did you submt direct testinony and exhibits
in this proceedi ng?
A Yes, | did.
Q Do you have any corrections to that testinony?
A. No, | do not.
Q If | asked you the sane questions in your
testinony today, would your answers be the sane?
A.  Yes, they woul d.
M5. WEGENER: | nobve to admit the testinony
and exhibits submtted by N kki Kobli ha.
CHAI R LEVAR.  Thank you.
| f anyone objects to that notion, indicate
your obj ection.
| m not seeing any, so the notion is granted.
BY M5, WECGENER
Q M. Kobliha, could you pl ease provide a
summary of your testinony?
A.  Yes, | can.
Good norning, Conmm ssioners. Thank you for

the opportunity to provide a summary of ny testinony in
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this case.

My testinony di scusses how t he Conpany
financed the construction of Pryor Mouuntain and TB Fl ats
facilities through a blend of capital, including
operating cash flows, and the issue of new | ong-term and
short-termdebt. |In addition, ny testinony indicates
the capital investnent plan for these facilities was
noted in rating agency presentations, and disclosed in
t he Conpany's Decenber 31, 2020 Form 10-K. That
concl udes ny sunmmary.

Q Thank you.

M5. WEGENER: | have nothing further for this
w tness and she's avail able for cross-exam nation and
guestions fromthe Conm ssion.

CHAI R LEVAR  Thank you, Ms. Wegener.

M. Jetter, do you have any questions for
Ms. Kobli ha?

MR, JETTER. | do not have any questi ons.
Thank you.

CHAI R LEVAR  Thank you.

M. NMbore?

MR. MOORE: No questions fromthe Ofice.
Thank you.

CHAI R LEVAR  Thanks.

M . Russell?
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MR, RUSSELL: No questions. Thank you.
CHAI R LEVAR  Commi ssi oner Allen?
COW SSI ONER ALLEN:  No questi ons.
CHAI R LEVAR  Thank you.
Conmi ssi oner C ark?
COMM SSI ONER CLARK:  No questions. Thank you.
CHAIR LEVAR. | don't have any either, so
t hank you for your testinony this norning, M. Kobliha.
M5. KOBLIHA:  Thank you.
CHAIR LEVAR Ms. \Wegener?
M5. WEGENER: The Conpany cal | s Ti not hy
Henstreet .
CHAIR LEVAR. M. Henstreet, we can see you.
Can you hear us?
MR, HEMSTREET: Yes, | can.
CHAIR LEVAR. (Ckay. Do you swear to tell the
truth?
MR. HEMSTREET: Yes, | do.
CHAI R LEVAR.  Thank you.
TI MOTHY HEMSTREET
DI RECT EXAM NATI ON
BY M5. WEGENER
Q Good norning, M. Henstreet. Can you pl ease
state and spell your nane for the record?

A. Tinothy Henstreet. T-i-mo-t-h-y, Henstreet,
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He-mas in Mary, s-t-r-e-e-t.
Q \Wiat's your position with the Conpany?
A.  Managi ng director of renewabl e energy
devel opnent.
Q D d you submt direct and rebuttal testinony
in this matter?
A Yes, | did.
Q Do you have any corrections to that testinony?
A. No, | do not.
Q If I asked you the questions in that testinony
t oday, would your answers be the sane?
A.  Yes, they woul d.
M5. WEGENER: | nove to admt the direct and
rebuttal testinony of Tinothy Henstreet.
CHAIR LEVAR | f anyone objects to that
notion, indicate your objection.
"' m not seeing any, so the notion is granted.
BY M5. WEGENER
Q M. Henstreet, can you please provide a
summary of your testinony?
A.  Yes.
Good norning. My testinony denonstrates that
t he Conmpany has prudently managed the construction of
the TB Flats wind energy project, and that all costs

accrued by the Conpany for the project are reasonabl e.
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TB Flats is a 500 negawatt w nd generation facility and
associ ated infrastructure | ocated in Carbon and Al bany
counties, Wom ng.

The Public Service Conmm ssion of Utah
preapproved TB Flats in Docket 17-035-40 as part of the
Conmpany's new wi nd projects included in its overal
Energy Vision 2020 project.

The Conpany originally planned to conplete the
project in Novenber 2020. However, due to the COVID 19
pandem c, 28 of 132 wind turbines were unable to be
delivered during the construction season in tine to
allow for their erection in 2020, prior to the onset of
w nter weather conditions. Delivery of the renmaining
turbines was conpleted in May 2021, and the project was
fully placed in service on July 26, 2021

During the Conpany's 2020 general rate case in
Docket No. 20-035-04, the Conm ssion approved total
projected -- total costs for TB Flats although only a
portion of this was included in rates. The slight
I ncrease in project costs is due to construction and
ot her del ays caused by the COVI D-19 pandem c.

In his rebuttal testinmony, M. Jones initially
rai sed concerns regarding the increase in costs.
Specifically, he was concerned about the portion of the

I ncrease that was due to the contractor narkup.
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However, the Conpany explained that the markup is

i ncluded in the contract as an all owance for the
contractor's adm nistrative and general costs associ ated
wi th change orders, which in this case, were wholly

rel ated to the pandem c.

Fol |l ow ng t he Conpany's explanation, M. Jones
stated in surrebuttal that his concerns had been
addressed, and he now recommends that the costs for
TB Fl ats be approved.

The Conpany has prudently managed the
| mpl enentation of the project in the face of the
chal I engi ng condi ti ons caused by the COVI D-19 pandem c.
| respectfully request that the Comm ssion allow the
Conpany to recover its costs associated with the
TB Flats wind project. Thank you.

Q Thank you.

M5. WEGENER. | have nothing further for this
W tness, and he's avail able for cross-exam nation and
guestions fromthe Conm ssion.

CHAI R LEVAR  Thank you, Ms. Wegener.

M. Jetter?

MR. JETTER. No questions. Thank you.

CHAIR LEVAR. M. Moore?

MR. MOORE: No questions. Thank you.

CHAIR LEVAR M. Russell?
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MR, RUSSELL: No questions. Thank you.

CHAI R LEVAR  Commi ssi oner O ark?

COW SSI ONER CLARK:  No questions. Thank you.

CHAI R LEVAR  Thank you.

Conmmi ssi oner Al |l en?

COMM SSI ONER ALLEN:  No questions. Thank you.

CHAIR LEVAR. | don't have any either, so
t hank you for participating in our hearing this norning
M. Henstreet.

MR. HEMSTREET: Thank you.

CHAIR LEVAR Ms. Wegener?

M5. WEGENER: The Conpany calls Robert Van
Engel enhoven.

CHAIR LEVAR  Good norning, M. Van
Engel enhoven. Do you swear to tell the truth?

MR. VAN ENGELENHOVEN:. | do.

CHAI R LEVAR.  Thank you.

ROBERT VAN ENGELENHOVEN
DI RECT EXAM NATI ON
BY M5, WECGENER
Q Good norning, M. Van Engel enhoven. Can you
pl ease state and spell your name for the record?
A. My nane is Robert Van Engel enhoven,

R-o0-b-e-r-t, space, capital V-a-n, space, capital

E-n-g-e-1-e-n-h-o0-v-e-n.
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CHAIR LEVAR. And |I'm not sure the m crophone
I's picking you up, which only matters for the stream ng,
but we want to nmake sure that you're audi ble there.

MR. VAN ENGELENHOVEN:. Is that better?

CHAIR LEVAR | think so, yes.

MR. VAN ENGELENHOVEN. Ckay.
BY M5. WEGENER

Q Wat is your position with Rocky Muntain
Power ?

A. I'mthe resource devel opnent director for
Rocky Mbunt ai n Power .

Q D dyou submt direct and rebuttal testinony
in this matter?

A | did.

Q Aside fromthe correction noted in your
rebuttal testinony, do you have any corrections to that
testi nony?

A. | do not.

Q If | asked you the questions in your testinony
t oday, would your answers be the sane?

A.  They woul d.

M5. WEGENER: Move to admit the direct and
rebuttal testinony of Robert Van Engel enhoven.
CHAI R LEVAR.  Thank you.

| f anyone objects to that notion, please
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I ndi cate your objection.

"' mnot seeing any, so the notion is granted.
BY M5. WEGENER:

Q M. Engel enhoven, can you pl ease provide a
summary of your testinony?
A.  Yes.

Good norning, Comm ssioners and parties. The
purpose of my testinony is to provide information
regardi ng the Conpany's Pryor Muntain Wnd project.
Specifically, | discuss the details of the project, the
costs associated with the project, and the current
status of the project.

The Pryor Mountain wind project is |ocated
approximately 60 mles south of Billings, Montana in
Carbon County. It consists of 114 wind turbines with a
mai n plate capacity of 240 negawatts.

Site activities for the project, such as
construction of sone of the access roads and materi al
| ay- down area, began in 2019 before w nter weather
hal ted construction. |In March of 2020, construction
began agai n.

Due to the COVID-19 pandem c, the Conpany
recei ved nunerous force naj eure and excusabl e event
notices fromcontractors, and constructi on was not

conpl eted until Decenber of 2020.
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Ten wind turbines were placed in service on
Decenber 31, 2020, and all remaining turbines were
pl aced in service by March 31, 2021. The conpleted
project was placed in conmercial operation on April 1,
2021.

|'d also like to note that DPU wi t ness
Dr. Joni Zenger initially raised sonme concerns regarding
affiliate transactions covering the equi pnent used at
Pryor Muntain. However, in her surrebuttal testinony
she indicated that the Conpany had resol ved her concerns
with the answers provided in data responses in ny
rebuttal testinony.

It is ny understanding that the Division has
no further questions regarding any affiliate
transactions associated with Pryor Mountain.

In this major plant addition case, the Conpany
I s seeking recovery of the total forecasted project
costs, which is I ower than was forecasted and approved
i n the Conpany's 2020 general rate case.

That concl udes ny testinony -- ny sumary,
sorry.

Q Thank you, M. Van Engel enhoven.

M5. WEGENER. | have nothing further for this

wi tness, and he is avail able for cross-exam nation and

guestions fromthe Conm ssion.
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Thank you.

you.

you.

your testi

McDougal .

Do you swear to tell the truth?

CHAI R LEVAR.  Thank you.

M. Jetter, do you have any questions?
MR. JETTER. No questions. Thank you.
CHAI R LEVAR  Thank you.

M. Moore?

MR. MOORE: No questions fromthe Ofice.

CHAIR LEVAR M. Russell?

MR RUSSELL: No questions. Thank you.
CHAI R LEVAR  Comm ssi oner Allen?
COW SSI ONER ALLEN:  No questi ons. Thank

CHAI R LEVAR  Conmi ssi oner O ark?
COW SSI ONER CLARK:  No questions. Thank

CHAIR LEVAR. | don't either, so thank you for
nony this norning, M. Van Engel enhoven.

MR. VAN ENGELENHOVEN:. Thank you.

CHAIR LEVAR. Ms. \Wegener?

M5. WEGENER: The Conpany calls Steve

CHAIR LEVAR. Good norning, M. MDougal.

MR. MCDOUGAL: | do.
CHAI R LEVAR  Thank you.
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STEVEN MCDOUGAL
DI RECT EXAM NATI ON
BY MS. WEGENER

Q Good norning, M. MDougal. Can you please

state and spell your nane?

A. Yes. M nane is Steven MDougal .
S-t-e-v-e-n, Mc-D-o-u-g-a-1.

Q Wat's your position with Rocky Muntain
Power ?

A. | amthe managi ng director of revenue

requi renments.

Q D d you submt testinony direct, rebuttal

surrebuttal, as well as exhibits inthis matter?

A.  Yes, | did.

Do you have any corrections to that testinony?

Q
A. No, | do not.
Q

If | asked you the questions in your testinony

t oday, would your answers be the sane?
A.  Yes, they woul d.

M5. WEGENER: | nove to admt the direct,
rebuttal, and surrebuttal testinony and associ at ed
exhibits of M. Steve MDougal .

CHAI R LEVAR.  Thank you.

| f anyone objects to that notion, please

I ndi cate your objection.

and
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"' m not seeing any, so the notion is granted.

BY M5. WEGENER

Q M. MDougal, can you please provide a sunmary
of your testinony?

A.  Yes.

As nmentioned, | provided direct, rebuttal, and
surrebuttal testinony. M direct testinony supports the
Conpany's application to recover the remaining costs for
the Pryor Mountain and TB Flats Wnd projects that are
not included in custonmer rates for the Conpany's 2020
general rate case, Docket No. 20-035-04, which | refer
to as the 2020 GRC or general rate case.

As described in the testinony of Ms. Steward,

t he Conpany requested approval for the full annualized
revenue requirenent related to the Pryor Mountain and
TB Flats wind projects in the 2020 GRC t hrough a

t wo- step i ncrease.

The Comm ssion denied the Conpany's two-step
approach and instead included the Pryor Muntain and
TB Flats wind projects using a 13-nonth average. This
treatnent does not allow for the full capital cost to be
i ncl uded in custoner rates.

The Conpany is now requesting in this docket
a rate change associated with the unrecovered portions

of the Pryor Mountain and TB Flats. 1In order to fairly
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mat ch cost recovery with the pass back of benefits, the
Conpany is requesting a net reduction of $4.2 mllion in
cust onmer rates.

Table 1 on page 4 of ny testinony summari zes
the requested increnental revenue requirenent. There
are three conponents to the requested price change.
First, an increase of approximately $6.7 mllion for the
total plant revenue requirenment. Second, savings of
approximately 6.8 mllion related to production tax
credits, or PTCs. And third, savings related to net
power costs of approximately 4.2 mllion.

Al t hough the 2020 GRC appropriately matches
the cost and benefits of these wind projects in cal endar
year 2021, it fails to appropriately match the cost and
benefits starting in 2022. That is because the partial
prorated capital and depreciation costs of the Pryor
Mountain and TB Flats wind projects will remai n enbedded
I n custoner rates until the next general rate case,
whil e the net power cost and PTC benefits are tracked
and trued up through the EBA, and absent any changes
will be included at a full, annualized |evel.

My rebuttal testinony recaps and expl ains the
Conpany's request in this case conpared to the revenue
requi rement approved in the 2020 GRC. | describe how

because of the use of the 13-nonth average rate base,
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custoners are not paying the full capital cost of the
project. | also describe the inpact of the requested
change to net power cost and reaffirmthe prudence of
t he Conpany's request.

Lastly, | describe how an adjustnment could be
made to the EBA to match benefits and costs, as first
di scussed in the Conpany's 2020 GRC rebuttal testinony.

Using Table 2 in ny rebuttal testinony, the
Conmpany woul d i ncl ude approxi mately 86 percent of the
Pryor Mountain PTCs and net power cost benefits in the
EBA, and approxi mately 83.4 percent of the TB Fl ats
benefits.

My surrebuttal testinony nore fully describes
a potential option of changing the PTC and net power
costs in the EBA to match the percent of TB Flats and
Pryor Mountain capital included in rate base. This is
simlar to other adjustnents that are already nade in
t he EBA.

I n conclusion, the revenue reduction of
4.2 mllion proposed by the Conpany is fair, just, and
reasonabl e, and shoul d be approved by this Comm ssi on.
Thank you.

Q Thank you, M. MDougal
M5. WEGENER | have nothing further for this

witness, and he is avail able for cross-exam nati on and
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guestions fromthe Conm ssion.
CHAI R LEVAR.  Thank you.
M. Jetter, do you have any questions for
M. McDougal ?
MR. JETTER Just a few brief questions.
CROSS- EXAM NATI ON
BY MR JETTER

Q Good norning, M. MDougal .

A.  Good norning.

Q You nentioned in your opening statenent -- and
| think this is also -- sorry, |I'"mbunping into ny chair
-- consistent with the testinony you've prefiled, that
In the general rate case the Conmm ssion takes a forward
test year and then they set rates based on that forward
test year, and in a typical sense, w thout a change,
those rates woul d remai n throughout whatever rate
effective period there is until the next general rate
case. |Is that correct?

A. As a general rule, absent a major plant
addition or other filing like this.

Q That's right. And so one of the ways to
adjust that in the interimperiod would be a ngjor plant
addition; isn't that correct?

A. That's correct.

Q And otherw se, such a change is typically
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prohi bited by this concept of single issue rate making;
woul d you agree with ne on that?

A. Typically. There's always changes that are
made, for instance, a tax |law, and other changes where
t hings are changed that are material.

Q GCkay. And you nentioned the materiality --
the materiality threshold exists so that only certain --
certain categories or sizes of changes that are materi al
are allowed to be made, and woul d you agree with ne
that the one percent threshold in the major plant
addition statute is that type of a materiality
t hr eshol d?

A. It is athreshold that's nentioned by statute,
yes.

Q Oay. And | think you would agree with ne
that the increnental addition fromthis major plant
addition case for each of the two different projects is
| ess than one percent of the Conpany's rate base?

A. | consider the increnental the cost of the
project, and the cost of each project was over that
t hreshol d.

Q But you're not asking in this -- you -- and by
you, | nmean Rocky Mountain Power in this application is
not requesting an increase to the rate base that wl|l

make an adjustnent to custoner rates of the full project
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cost, isit?

A. No, as outlined in ny direct testinony, | show
that here is the total project revenue requirenent,
here's what's already included in rates, so here's the
difference that we're currently seeking.

Q And the difference you're currently seeking is
| ess than one percent; is that correct?

A It's -- yes, it's |less than one percent.

It's the part that is not in rates of that original
proj ect cost.

Q Thank you.

MR. JETTER. Those are all ny questions.
Thank you.
CHAI R LEVAR  Thank you, M. Jetter.
M. Moore?
MR, MOORE: Just a few questions.
CROSS- EXAM NATI ON
BY MR, MOORE:

Q M. MDougal, may | direct your attention to
your Novenber 18th surrebuttal testinony and ask you to
read line 7 through 11 to yourself?

A. (Wtness reviews testinony.) Ckay.

Q In those lines, you stated the purpose of your
surrebuttal is to respond to the OCS s treatnent of

production tax credits and net power cost benefits;
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isn't that correct?
A. kay. | actually was reading the wong piece
of testinmony. I'msorry, let ne...

Q That's line 7 through 11.

A. Yeah. | was |looking at the rebuttal instead
of the surrebuttal.

Q Al right. Wll, let's get straightened out.

A.  Yeah. (Wtness reviews testinmony.) Ckay.
Yes.

Q On lines 28 and 30 of your surrebutta
testinony, you stated, quote, "If the Comm ssion rejects
t he Conpany's proposal, the cost and benefits of the
projects should be matched, which would require an
adjustnment to the EBA."

Did | read that correctly?

A. Correct. "After 2021," | would just point
that qualifier

Q Thank you.

Isn't it true that the cal cul ati on of adjusted
benefits of net power costs or the prorationing of net
power costs benefits, would be significantly nore
conplex than sinply prorating production tax credits?

A. Not really.

Q How woul d you propose to cal cul ate and nodel

t he adjustnment in net power cost benefits?
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A Well, currently, in the EBA we al ready nodel
net power cost benefits associated wth Subscri ber
Sol ar, and we do adjustnents associated with sone
speci al contracts and other itens.

So in doing those, we | ook at the market
prices every hour and the output. So this would be no
different. You would just take a percentage of the
out put in those hours and you would apply a market
price, just |like what we do in Subscriber Solar. So
| don't think it's overly conpl ex.

Q Isn't it true that you haven't provided
calcul ations or even a nodel in this docket to determ ne
how to cal cul ate the net power cost benefits?

A. W have not provided a nodel. | state in ny
rebuttal testinony -- | have the table that shows the
per cent age of each plant that we would use, which was a
percentage that was al ready in service.

And then for the cal culations, that was not
our primry recommendati on, so no, we have not provided
the nodel. But like I said, | would think it would be
i dentical to the way we do the Subscriber Sol ar program
here in U ah.

MR. MOORE: | have no further questions.

CHAIR LEVAR  (Ckay. Thank you, M. Moore.

M . Russell?
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MR RUSSELL: | do -- excuse nme, | do have two
guesti ons.
CROSS- EXAM NATI ON
BY MR RUSSELL:

Q M. MDougal, in your summary, you indicated a
percentage of the costs of each project, which are
already included in the rates. That percentage that you
gave cones fromtable 2 on page 4 of your rebuttal
testinony, does it not?

A. That is correct.

Q And just to -- just to nmake clear, the
percentages are not considered to be confidential,
right?

A. Correct.

Q ay. So you've indicated that the percentage
of the costs of Pryor Muntain that the Conpany
considers to be in rates to be 86 percent, and the
percentage of the costs of TB Flats that the Conpany
considers to be in rates is 83.4 percent, right?

A. That is correct.

Q Oay. And tell me how you neasured those
per cent ages.

A. If you look at the table, what we did is we
calcul ated the prorated amount that is currently in

rates. The 20 -- well, the prorate anount we're
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proposing, that's really the anount that the total
project is.
Then we | ooked at the 2021 GRC project costs.

So that's the second colum. Then we took the
difference, and then did a sinple percentage of that
difference divided by the project costs.

Q And when you -- okay. Thank you for that.

And to address -- so there's -- as

| mentioned -- or as | discussed wth Ms. Steward
earlier today, there's really two conponents to the
addition to total plant revenue requirenent, right?
There's the change in the manner in which rate base is
nmeasured for these projects, and there's al so a change
in the projected cost of the projects, right?

A. Right. As nentioned earlier by both
M. Henstreet and M. Van Engel enhoven, there are slight
changes in the project costs. But also, there are
changes in the way we cal cul ate because we are now
| ooking at the total project costs, not the 13-nonth
average for 2021, where the projects were not in service
at the begi nning of the year.

Q And do you calculate a -- when you calcul ate
an annual i zed 13-nonth average that includes what you
consider to be the full amount of the costs, what year

do you use?
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A. W used a year from-- we actually used
cal endar year 2022, if you | ook at the sheets.

Q Sure. At this point --

A. The reason was if we don't |ook -- we've got
to appropriately match the accunul at ed depreci ati on.

So. ..

Q Right. And your -- the request here is to --
for a change in rates begi nning January 1 of 2022 as
well, right?

A. Correct.

Q And I'd like you to turn at this point in
your -- to the exhibit attached to your direct
testinony. It's Exhibit SRM1. And in that exhibit you
have a series of pages that are kind of associated with
your calculations for TB Flats, and a separate series of
pages that are associated with your cal culations for
Pryor Mbount ai n.

VWhat |'d like to do is to have you wal k ne
t hrough how we're intended to read these so we can
under stand your calculations. And I'd like to start
at -- it's page 6 of 15, of this exhibit.

M5. WEGENER: Excuse ne, are we going to be
di scussing confidential nunbers on this?

MR RUSSELL: | don't intend to ask about the

nunmbers. If it makes the conversation easier, |'m happy
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to -- to go into confidential session. That nmay be up
to your w tness.
MR, MCDOUGAL: | think we can descri be what

you just asked w thout going into confidential session.

What we have here, is -- you wll notice, we
have the net rate base for 2021. And on the first page
that you're tal king about, page 6, on the top part,
January through June of 2021, the amount in rates. Then
from January 2022 to June of 2022, we have the actual
I n-service anounts. The next page does the next nonths,
so it does July through Decenber of 2021 and 2022.
BY MR RUSSELL.:

Q Right.

Just to back up for a nonent, the nunbers --
| ooking at that line 1, for capital investnent under
pl ant revenue requirenent, there's a nunber that appears
for January through May of 2021. Can you tell ne what
t hat nunber corresponds to?

A. That amount on line 1 is the anpunt that is in
the general rate case in the calculation of the 13-nonth
aver age.

Q And there's a different nunber that appears
from June through Decenber of 2021. Can you tell ne
what that nunber is and why it's different fromthe

nunbers that we just |ooked at?
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A. It is different because in the general rate
case we had a second capital addition, a second phase
comng in, in June.

Q Ckay. Thank you.

And then by June of 2021 in that average of
2021 test period that was used in the rate case, do we

have a hundred percent of the costs that were projected

in the rate case in -- as of that nonth of June?
A. Yes.
Q Cay.

And then we have a different nunber on line 7
for each -- between -- if you conpare the nunber of
June of 2021 to the nunber for each nonth in 2022, can
you tell ne what the difference between those two
nunbers is? O why they're different?

A.  The January of 2022 through June of 2022
reflects the actual in-service amunt. So that's the
anount that was actually placed in service.

Q And that uses the updated projected cost of
this project, right?

A. Yes.
Q Ckay.
And while we're -- while we're here, lines 13

t hrough 16 contain a simlar conparison of the PTCs that

were projected for the portions of the projects and the
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actuals that you're projecting now, right?

A. That is correct.

Q GCkay. So just to -- just to follow that
thread, line 13 is -- well, why don't you just tell ne
what |ine 13 represents.

A. Line 13, as it's labeled, is the negawatt
hours in the general rate case.

Q And how did you derive that nunber?

A. W went to the net power cost group and asked
t hem what the output of, in this case, TB Flats was
within the grid nodel runs that were used in the general
rate case.

Q GCkay. And do you have an understanding as to
how t hey cal cul ated t hat nunber?

A. | know they calculated it within their nodel,
but how their nodel exactly calculates it, | do not
know.

Q Ckay.

VWhat |'mtrying to understand is the
di fference -- how you -- how the Conpany cal cul ated the
di fference between the nunber that shows up there in
| ine 13 versus the nunber that shows up in |line 15.

A. Inline 15 we went back to the exact sane net
power cost group and asked them based upon the nmegawatt

capability of the project as in service in January of
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2022, what is their projection of the output for those
pl ants.

Q ay. Thank you.

So you understand the nunbers in each of those
lines to be based off of the negawatt capability that
was in service at the tinme, right?

A, Yes.

Q ay. So the nunmber there for January of
2021, line 13, is what the net power cost group tells
you is the capability of that project based on the
nunmber of negawatts of that project that were in service
I n January of 2021, just to put a finer point on it?

A.  Yes.

Q Ckay. And we see when we turn to the next
page that the nunbers in line 13 and 15 are all the
same, right?

A. R ght, because the project is fully in service
in both of the grid runs, both of the -- both scenari os.

Q GCkay. And I'mgoing to ask you to turn back
one page, because |'ve got a question about that.

We tal ked about how in June of 2021 the
assunption was that all of the negawatts were in place,
but it appears that there's a difference between the
megawatt hour output in that nonth in [ine 13 than there

isinline 15. Do you know why that is different?
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A. Yes. Basically, when we were tal king about
plant in service, we're doing a 13-nonth average. You
start wth the begi nni ng nunber, which is Decenber of
2020, and then you use the end of each nonth.

So when you're talking plant in service, your
June nunber neans that the total plant was in service by
the end of June. So that's the way the 13-nonth average
Is calculated, is |ooking at the end of Decenber through
t he begi nning and end of each nonth.

So the total was in service by the end of
June, not the beginning of June, and hence the nunbers
are different.

Q ay. Thank you. | wasn't sure whether the
nonths that ran across the top corresponded with the

begi nning or the end of the nonth.

A. Right.
Q So that does make sense to ne.
A, Ckay.
Q Thank you.
Can you tell nme -- well, before | |eave that,

so the production tax credit benefits have sone
seasonality to them right?

A.  Yes, they match the nmegawatt hour out put of
the unit, and the negawatt hour output varies based upon

the wind in each nont h.

Advanced Reporting Solutions
801-746-5080




© 00 N oo o0 b~ W DN P

N N NN NN RBP B R R R PR R R e
g N W N P O © 0 N O O M W N L O

Public Hearing
November 30, 2021 Page 57

Q Sure. So if the benefits of these projects
are greater in the first six nonths than they are in the
second six nonths, then, you know, the benefits that are
associ ated with taking out portions of the projects in
ei ther of those periods would be greater or |esser,
right?

A. That is correct.

Q GCkay. And in these circunstances we had a
portion of the projects that were not placed in service
until -- during the first six nonths of the year, right?

A. Correct.

Q Oay. So the benefits that are associated
with these projects in this docket are associated with
PTCs -- are nore closely correlated with PTCs that are
generated in the first six nonths and not the second six
nont hs, right?

A, I'mnot sure | quite follow that.

Q That's because it was a terribly asked
question and I'Il try it again.

Sure, the PTC benefits that you're cal cul ating
in this docket are associated wwth PTCs that are
generated in the first six nonths and not the second siXx
nont hs, right?

A. That is correct. In the second six nonths,

as we noted, they are the sane.
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Q And that's -- | could do this sanme exercise
with Pryor Mountain. That's the sanme with Pryor
Mountain, right?

A. | believe so.

Q Oay. | believe so, too.

Can you tell ne how the net power cost
benefits were cal cul ated, just sort of on a high Ievel,
and we'll see how much we need to drill down?

A. Basically, we talked to the net power cost
group. They | ooked at two different grid runs, two
different power cost outputs, with and w thout these new
w nds, and they gave us what the change was that they
were estimating for the additional w nd, once the
projects were conplete.

Q And was that exercise fromthe net power cost
group simlar to what we just tal ked about for the PTCs,
where portions of the projects were assuned to be not in
service for the first roughly six nonths of the year
and fully in service for the second six nonths of the
year ?

A.  Yes.

Q GCkay. So there is sonme seasonality to the NPC
benefits as well?

A, Yes. And the seasonality to the NPC benefits

Is actually at tinmes greater, because you have both the
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change in output by nonth and you al so have changes in
mar ket prices by nonth, where with the PTCs, you have a
set dollar anmount value by nonth, so it's only one of
the two variables, but the net power cost varies by

bot h.

Q Sure. And do you know whet her -- when the net
power cost group ran their cal cul ations, whether they
wer e using assunptions based on 2022 mar ket prices?

A. | do not recall that.

Q Ckay. But in any event, it was based on an
assunption that the projects -- at |east one of the runs
woul d be based on an assunption that the projects would

be fully in service for each nonth as they were in 2022,

ri ght?
A. Correct.
Q Ckay.
Bear with ne for just a nonent.
MR RUSSELL: | think that's all | have.
Thank you.

CHAI R LEVAR  Thank you, M. Russell.
Ms. Wegener, any redirect?
M5. WEGENER:. No redirect. Thank you.
CHAIR LEVAR. Ckay. Thank you.
Conmi ssioner Clark, do you have any questions

for M. MDougal ?
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COMM SSI ONER CLARK:  No questions. Thank you.

CHAI R LEVAR  Commi ssi oner Allen?

COW SSI ONER ALLEN:  No questions. Thank you.

CHAIR LEVAR  And | don't have any either, so
t hank you for your testinony, M. MDougal.

MR. MCDOUGAL: Thank you.

CHAIR LEVAR. Wiy don't we take a 15-m nute
break and we'll cone back at 10:20 on that clock.

(Wher eupon a short break was taken.)

CHAIR LEVAR W' || go back on the record.
"1l just note that the Division of Public Uilities
distributed a wtness and testinony list during the
br eak.

And with that, I'Il go back to Ms. Wegener.

M5. WEGENER:  The Conpany cal |l s Robert
Mer edi t h.

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

MR. MEREDI TH:  Good norning. | do.

CHAI R LEVAR  Thank you.

ROBERT MEREDI TH
DI RECT EXAM NATI ON
BY M5. WEGENER
Q Good norning, M. Meredith. Can you pl ease

state and spell your nanme?
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A.  Yes. Robert Meredith. R-o0-b-e-r-t,
Me-r-e-d-i-t-h.
Q \Wiat's your position with the Conpany?
A I'mthe director of pricing and costs of
service for Pacifi Corp.
Q D dyou submt direct and rebuttal testinony
in this matter?
A | did.
Q Do you have any corrections to that?
A. No, | do not.
Q If | asked you the sane questions in your
testinony today, would your answers be the sane?
A.  Yes, they woul d.
M5. WEGENER: | nove to admt the direct and
rebuttal testinony of Robert Meredith.
CHAI R LEVAR. Thank you. |If anyone objects to
that notion, please indicate your objection.
"' m not seeing any, so the notion is granted.
BY M5. WECENER
Q Can you pl ease provide a sunmary of your
testinony?
A, Yes.
Good norning, Chair LeVar, Conm ssioner d ark,
and Comm ssioner Allen. In this major plant addition

proceedi ng, the Conpany has proposed a rate spread and
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rate design that has been | argely uncontroversial wth
t he one exception of proposed pricing for Schedule 32,
service fromrenewabl e energy facilities.

The Utah Association of Energy Users di sagrees
wi th the Conmpany's proposed Schedul e 32 pricing because
t he Conmpany did not include renewabl e procurenent costs
I n the revenue requirenment percentage exchange.

In this summary, | will first describe why the
Conpany has proposed this particular rate spread per
Schedule 32 in the major plant addition, and then | wll
address UAE' s specific criticisns for it.

In the Conpany's | ast general rate case,

Docket No. 20-035-04, prices for Schedule 32 were set
such that the conbination of delivery facilities charges
and daily power charges recover the sanme |evel of costs
as facilities and power charges for full requirenents
custoners. A nodest adjustnent was then made to bring
the overall percentage increase for all Schedule 32
revenue, including revenue associated with renewabl e
procurenent costs, to the same percentage increase as
for Schedule 9 custoners.

The inclusion of renewabl e procurenent costs
in this rate spread decision becane a contested issue
for reconsideration.

Moving on to the major plant addition before
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us today, the Conpany requested a rate spread where the
sanme percentage price change as Schedule 9 was applied
to Schedul e 32.

The Conpany proposed only applying the price
change to Schedul e 32 revenue, excluding revenue for
renewabl e procurenent costs, the rational e being that
since only recovery of two wind projects was being
considered in this proceeding, it nmade sense for any
price change to only apply to the portion of
Schedul e 32's revenue that was for service from Conpany
resour ces.

The | ogi c of applying the change to only
revenue associated with service from Conpany resources
I s reasonabl e and sound, whether the rate change is an
I ncrease or a decrease.

Shoul d t he Conpany happen to have anot her
maj or plant addition between now and its next general
rate case, | would recommend this sane |ogic, regardl ess
If the sign of the price change be a decrease or an
| ncr ease.

UAE has disputed this rate spread logic for
Schedul e 32 because it believes that it is unreasonable
and inconsistent with the 2020 rate case order.

UAE first reconmends that daily power charges

be set such that in conbination with the delivery
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facility charges they woul d recover the sane |evel of
costs as facilities and power charges that are
applicable to full requirenents custoners.

Effectively, this would be a resetting of the
overal | demand-based cost recovery for Schedule 32, a
task which woul d be nore appropriate to acconplish in a
general rate case proceeding than in this nore limted
venue that we have today.

Per M. Bieber's direct testinony, this would
result in sumer daily power charge decreasing from?71
cents to 68 cents and the wi nter power charge decreasing
from61 cents to 59 cents, which for summer and w nter
daily power charges would be a 4.2 percent and a 3.3
percent decrease to the prices, respectively. This
conpares to the overall 0.2 percent decrease being
requested by the Conpany.

| disagree with this recommendati on because
the major plant addition is not an appropriate
proceedi ng to reset demand-based char ges.

UAE' s second al ternative recommendati on, which
yi el ds the sanme Schedul e 32 prices for transm ssion
vol tage daily power charges as its first recomendati on,
woul d apply the percentage price change to all revenue
for Schedule 32, including the revenue associated wth

renewabl e procurenent costs.
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| disagree with this proposal because this
maj or plant additionis limted to the recovery of two
wind plants. It is therefore reasonable to limt this
change to Schedule 32's revenue that is related to
servi ce from Conpany resources.

In the general rate case, $34,000 out of the
total $350,000 overall increase for Schedule 32, was
related to adjusting Schedule 32's increase in revenue,
I ncl udi ng revenue associated wth renewabl e procurenent
to the overall Schedule 9 percentage increase.

My point here is not that it was small froma
custonmer inpact perspective, but rather that in the rate
case, the rate spread logic itself was of secondary
| nportance relative to the larger portion of the
I ncrease being related to the increases in demand- based
costs.

Before the Conmi ssion right nowis a nore
limted major plant addition filing wwth a 0.2 percent
decrease. Applying this decrease to Schedule 32's
revenue, excluding revenue associated with renewabl e
procurenent costs, is reasonable and not inconsistent
with the general rate case order.

| recommend t he Conmm ssion approve the
Conpany' s proposed rate spread and rate design for the

maj or plant addition.
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Thank you for your consideration. This
concl udes ny sunmmary.

M5. WEGENER:  Thank you. | have not hi ng
further for this witness, and he's available for
cross-exam nati on and questions fromthe Conm ssion.

CHAI R LEVAR. Thank you, Ms. Wgener.

M. Jetter, do you have any questions for
M. Meredith?

MR JETTER | have no questions. Thank you.

CHAIR LEVAR M. Moore?

MR. MOORE: No questions. Thank you.

CHAI R LEVAR  Thank you. M. Russell?

MR. RUSSELL: | do have sone questions. Thank
you.

CROSS- EXAM NATI ON
BY MR. RUSSELL.:
Q M. Meredith, before we start, let's maybe
make sure we're all tal king about the sane thing.

In your summary and in your testinony, and in
M. Bieber's testinony, there was a fair bit of
di scussi on about the renewal procurenent costs or
revenues. Let's just make sure that everybody
understands what that is, if you woul d.

A. Sure. What that is, is there's revenue that

effectively a Schedul e 32 custoner pays the Conpany, and
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t hen the Conpany then uses that revenue to purchase, for
exanpl e, a PPA, a purchase power agreenent for that
particul ar renewabl e resource and the output of it.

And that's what | nean by those renewabl e procurenent
costs.

Q So it attains those dollars fromthe
Schedul e 32 custoner and turns around and gives themto
t he devel oper, right?

A. In that sense, it -- yeah.

Q Cay.

Let's take a | ook at where that appears.
| think maybe the best place to start would be
Exhibit RMM3 in your direct testinony. Pages 18 and 19
I's where the Schedul e 32 revenues show up.

A RWE3, | think, is ny --

Q Oh, I'msorry, RMM 2, | apol ogi ze. Pages 18
and 19 of that.

A. ay, |'mthere.

Q And can you just tell us what this exhibit
reflects, just generally?

A. Yes. This is the exhibit that shows the
billing determinants and the proposed prices for the
maj or plant addition.

Q Sure. GCkay. And so on page -- let's turn to
page 19.
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A.  Ckay.
Q The top columm there is actually a
continuation of the billing determ nants and pricing for

Schedul e 32 custoners, right?

A Yes.
Q In -- what we're | ooking at here shows the
suppl enental portion of that bill, but also shows the

total aggregate, which is what | want to tal k about.
And the present revenue dollars shows an anmount of
$13, 353, 130, right?

A, Yes, it does.

Q GCkay. And so that 13.4 mllion is the present
revenue dollars for all of Schedule 32, right?

A. Correct.

Q Oay. And if we turn back over to page 18,
we'll see one line up fromthe bottomthere is the
renewabl e energy PPA dollars, right?

A.  Yes, | see that.

Q GCkay. And that anmount is approximately --
well, it's 9,885,000 and change, right?

A. That's correct.

Q GCkay. So of that 13.4 mllion, approximtely
9.9 mllion approximately conmes fromthat renewabl e
energy PPA, right?

A. That is correct.
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Q GCkay. And that's not an anount that changes
when the Conpany's revenue requirenment changes, right?

A. It does not.

Q ay. And the Conpany considers that
approximately $9.9 mllion to be Conpany revenue; does
it not?

A. Yes. It is part of -- technically speaking,
it's part of the Conpany's revenue for this custoner
since it collects that fromthe custoner, and per the
way that we account for it, it's considered revenue for
t he Conpany.

Q And you considered it revenue to the Conpany
in the general rate case, yes?

A, Yes, we did.

Q Oay. And you included it in the chart in the
general rate case so it | ooks just |like this one?

AL Rght. It's -- yeah, very simlar billing
determnants. It's all the sane billing determ nants,
different prices and different present revenue.

Q Sure. Right.

And let's then turn to -- let's take a | ook at
how that -- the rate spread that you're proposing here
plays out. | think I'd have you turn to RV 1

A, Ckay.
Q Page 3.
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And the Schedule 32 is on |ine nunber 17
there, right?

A.  Yes.

Q ay. And maybe you could just tell us
general |y what page 3 here shows.

A. Yes. Page 3 is showing the difference between
the present revenues and the proposed revenues, the
particul ar allocation factors that were being used for
the major plant addition. And then it shows the
di fference between that and expresses that in both
dollars and in percentage terns.

Q Gkay. And so for Schedule 32, as you said in
your testinony, you propose to apply the sane percentage
change as Schedule 9 for all Schedul e 32 revenue except
that portion of the revenue that is that renewable
energy PPA, right?

A. Correct.

Q GCkay. And so it's easier to see in your work
papers, but for purposes of generating the change here
on line 17, you start with that approximtely 13 point
-- well, 13,353 nunber there, under present revenues,
right?

A, Yes.

Q Then you subtract out that approximtely

$9.9 million, right?
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A Yes.

Q And then you nmultiply that by the percentage
change for general service high voltage Schedule 9
customers, right?

A.  Yes.

Q And that yields this -- going back to |ine 17,
t hi s change of $11,000 for Schedule 32 custoners, right?

A.  Yes.

Q Oay. And if you did not exclude that
approximately 19 -- excuse ne, $9.9 million, then
that -- the nunber that shows up there where the 11, 000
I's would be higher, just generally speaking, right?

A. That's correct.

Q Ckay.

A It would be -- well, it would be lower -- it
woul d be a higher negative val ue.

Q Yeah. Thanks. You beat nme to it.

So we'll cone back to target revenues in a
nmonent, but let's talk pricing.

There's been sone discussion in your testinony
about the fact that this nethod yields -- well, | guess
"1l start over.

You have proposed even price changes across
various billing conponents, right?

A.  Yes. Even price changes across billing
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conponents for particular rate schedul es.

Q Sure. |If you look at your direct testinony,
line 60 to 62, you state that "The Conpany proposes to
change all back-up power, daily power, excess power,
base power and energy charges for each schedule in
each" -- "in equal proportions to achieve each class's
revenue allocation.™ Right?

A. That's correct.

Q Ckay. And so when you spread that negative
$11, 000 target revenue out equally anong those billing
conponents that apply to Schedule 32, you end up
reducing them at |east sonme of them by fractions of a
cent, right?

A. Right. | think when we're tal king about
Schedul e 32, there's two conmponents with it. There is
the actual charges that are on Schedul e 32, and then
there's the suppl enental service that has charges that
rely upon Schedule 9. And so those -- both of those
conponents change. The conponent that is suppl enental
Is directly tied to Schedule 9 rates thensel ves.

Q Right. 1In fact, the Schedule 32 tariff talks
about the supplenental charges and it just says go | ook
at the full rate requirenent schedule for that, right?

A. That's correct.

Q Ckay. And so when you spread this $11, 000
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target revenue reduction out equally anong the billing
conponents that you nentioned, those billing conponents

that are specific to Schedule 32 that are not based on
the full requirenents schedule, those don't actually
result in any sort of price change here, do they?

A. They do not, because the price change is so
small that it doesn't round to the nearest penny. For
t hat conmponent that is on Schedule 32 itself, part of
that is since the daily power charges are expressed in
cents per kilowatt per day, it just ends up -- the math

of it ends up rounding to the sane penny anount.

Q Ckay.
Now |'m going to ask you to turn back to
RVM 2.
A, Ckay.
Q And we can see the -- so if we wanted to

calculate the sort of target price change for the daily
power charges for Schedul e 32, where would we | ook?
"' m | ooking at the bottom of page 18 of RWM 2.

A.  Can you ask that question again?

Q Yeah. So you've proposed spreading this
$11, 000 reduction in revenue requirenent across various
billing conponents. [|I'mjust trying to see what you're
targeting for that reduction for the daily power charges

for Schedul e 32.
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A. Sure. And so what we're doing here -- the
price change itself is not going to all billing
conponents, as M. Russell said here, it's going to,
specifically, energy and power charges. It's not going
to facilities charges and custoner service charges,
since what we're |looking at is specifically the recovery
of cost from Conpany resources, not delivery-rel ated
costs.

For this particular custoner, the spread is
happening -- or the math is intended to happen on the
dai |l y power charges, which are the only conponent that
IS a power or energy charge for Schedule 32. As you can
note, there is no actual change in those prices for the
Schedul e 32 prices thensel ves, just because the rounding
of it ends up being to the sane penny.

Q Geat. Soif we're |ooking at the bottom of
page 18, the lines imedi ately above Renewabl e Ener gy
PPA where we see the On-Peak Transm ssion Voltage
charges, all the way off to the right, there is -- if
you conpared that nunber for Proposed Revenue Dollars to
t he nunbers in the columm under Present Revenue Dol l ars,
there is a change reflected there. But because the
prices aren't going to change, that change in Proposed
Revenue Dol lars will not change, correct?

A. That is true. It won't change, again because
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this spreadsheet -- what's happening here is the
spreadsheet carries it out, and so it does end up
showi ng a change in the dollars. But really for that
conponent that's not supplenmental service, there

woul dn't be a change in dollars because of the rounding
here.

Q Oay. So a portion of the $11, 000 target
revenue reduction for Schedule 32, the pricing that you
propose is not going to capture that, right?

A. Yes. It won't be $11,000, it |ooks like.
Yeah.

Q And | will tell you, I calculated the anpount
that is attributable to the sort of proposed increnental
change to these daily power charges to be approximately
$6, 000. Does that -- subject to check, does that sound
i n the ball park?

A. | wouldn't be able to confirmor deny that.

Q | nean, all you'd have to do is just see the
di fference between the nunbers in the revenue dollars
proposed versus the nunbers in the revenue dollars
present, right?

A | think if I'd | ook at the suppl enent al
conponent there, just |ooking on page 19, again, there
may be sone rounding here as well that m ght be

affecting that total dollar anount. | believe in the
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Excel spreadsheet itself these prices go out sone
deci mal places that are cut off, | think is what's
happeni ng here.

So | think it's harder to say exactly with
this right before us, but |I think it could be $6, 000.
| think that sounds right to ne.

Q GCkay. And you got there by also | ooking at
the -- turning to page 19, the portion of the
Schedul e 32 custoner's rate that goes through the full
rate requirement schedule, right?

A.  Yes.

Q GCkay. And this is a part where the prices
actually will change?

A.  Yes.

Q Oay. And so is it the Conpany's position
that this reduction in revenue actually w Il happen?

A. Yes. They will be different. You can see on
page 19 at the top in the supplenental revenues that
there are different prices for power charges, as well as
energy charges, that are based upon Schedule 9, the full
requirenments tariff.

Q Right. But for alittle bit nore than half of
the target revenue requirenent reduction for
Schedul e 32, you are actually not going to achieve that,

ri ght?
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A. That is correct.
Q Ckay.

Wuld it be appropriate for the Comm ssion to
make a nodest change to ensure that we do achi eve a
reduction in target revenues like this one?

A.  You know, | was actually thinking about that.
| think there could be sonething of a nbdest change to
this. | was thinking about this as | was going over ny
testinony. You know, one option would be that you could
round down the amounts when you do that cal cul ation
That m ght be one way to get sonething closer. [It's
difficult when you're dealing with a very small price
change, and then also dealing with a conponent like this
that's expressed in daily power charges. So it's
difficult to get that sane precision |evel.

One alternative that | thought of is that you
could, instead of, for exanple, having a round function,
you could do a round down function that would, you know,
bring it down by a cent. For exanple, on the daily
power charges, | think it would produce sonething nore
t han $11,000. But that could be a reasonabl e
alternative.

Q GCkay. Thank you.
Let's talk -- | think that's all the questions

| have about pricing, but let's go talk about the rate
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spread itself, which we started with

You have indicated that you think it's
reasonable in this docket to exclude those Conpany
revenues associated with the renewabl e PPA, because all
we are dealing with here are Conpany resources, right?
| don't nean to put words in your nouth. You can say it

however you need to.

A. | think that's a fair summari zati on.
Q Rght. And |l wll point youto -- it's your
rebuttal testinony, lines 26 to 32. The | ast sentence

of that question and answer says, "Therefore, it is
reasonabl e for the price change fromthese two projects
to be limted to the proportion of Schedule 32's revenue
that is related to service supplied from Conpany
resources. "

A.  Yes, that's what | said.

Q Yeah. | guess I'mcurious why -- if it's
Conpany revenue, as the Conpany has indicated that it
s, why it's not associated or related to service
suppl i ed by Conpany resources?

A. | think what we're | ooking at here -- | think
there's a couple of things that's happening. First of
all, what we're | ooking at here is not | ooking back at
the general rate case and all the different costs

associ ated with service, including delivery costs.
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| think when we | ook at the general rate case,
there was sonething of a significant shift in cost per
Schedule 32 to bring that demand-based recovery to be in
alignment with Schedule 9, which was al so having sone
changes, particularly |ooking at the demand-based and
ener gy-based rel ationship for Schedule 9. That was a
fairly significant shift.

There was al so a nodest adjustnment to just
have a uniformrate spread for Schedul e 9.

When we think about the major plant addition
itself, we're looking at a very limted cost, and
| think that it nmakes sense to not think about kind of
a larger reshuffling of demand-related costs, but think
about what are we particularly exam ning here, which is
cost recovery for these wi nd projects.

So | think that it makes sense just in the
same way that we're limting the recovery for power
charges and energy charges, not custoner service charge,
not for the facilities charge, it nmakes sense for
Schedule 32 to Iimt this particular price change to the
revenue that is not related to the renewabl e procurenent
costs.

And | think that -- you know, just thinking
about it, | think that it's reasonable and fair, and

| think that if we were in a different circunstance and
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this were, you know, an increase instead of a decrease,
| think that it mght be a very different conversation
with UAE. And so | think that this is what | believe to
be the principal way to allocate these costs.

Q There was a lot there, and I"'mgoing to foll ow
up on a fair bit of it.

You referenced the general rate case and how
there were a nunber of costs associated wth that we
just don't have here, right?

A.  Sure.

Q But we do have -- we did have sonme costs in
t he general rate case that we do have here, or at |east
we have projects that were associated with the revenue
requi rement request in the general rate case that we're
al so tal ki ng about here, right?

Parts of the revenue requirenent associ ated
Wth the projects at issue here were included in the
rate case, yes?

A. A portion of the wind projects were in the
general rate case, yes.

Q Right. So by proposing to change the manner
I n which rates associated with revenue requirenent from
the general rate case to here, proposing to change that
rate spread changes the allocation of costs and benefits

for these projects, right? Even if it's a small change,
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it will change, won't it?
A. Could you restate that question?
Q Sure.

There was one rate spread that was used in the
general rate case, and that rate spread allocated costs
and benefits of everything that was in the rate case,

i ncluding these two projects, right?

A. Right, there was, although I would note again
with Schedule 32 that if we |ook at that $350, 000
Increase, it was a smaller conponent of that that was
related to adjusting to the Schedule 9 overall revenue
| ncrease.

A larger portion of it was a -- setting those
demand-rel ated costs to be at the sane |evel as
Schedul e 9.

Q And we're going to get to the tying together
of the demand costs here in a nonent, but just as a
general matter, one rate spread was used in the rate
case, which included the revenues associated with these
two projects, right?

A.  Yes.

Q GCkay. And we had two projects that are at
Issue in this docket that were also at issue in the
general rate case, yes?

A. Yes.
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Q GCkay. And you're proposing to use a different
rate spread here than was used in the general rate case,
right?

A. | am because of the purpose of the docket.

Q Understood. But what we then have is, you' ve
got rate spread for whatever portion of the revenue
requi rement increase in the general rate case that is
associated with these two projects being handl ed one
way, and rate spread in this case being handled a
different way, right?

A. It is being handled a little bit differently
for Schedule 32, but they are different proceedings.

And again, | think one of the reasons why this is
reasonabl e fromthe Conpany's perspective is because the
| arger conponent of that increase for Schedule 32 was
not related to that rate spread adjustnent itself, but
rather to that adjustnent to the demand-rel ated cost for
Schedul e 9.

Q W're going to get to that Schedule 9 in just
a nonent. But | believe you were in the hearing room
when | had nmy conversation wth M. MDougal about the
seasonal ity of sone of the benefits associated with
t hese projects, right?

A.  Yes.

Q Oay. And M. MDougal testified that PTCs
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are not generated evenly every nonth of the year, and
the sane goes with net power costs. The benefits
associated wth the portions of the projects that we're
tal king about in this docket are all front-I oading,
meaning they're all in the first six nonths. Do you
recal |l that?

A. | do recall that.

Q GCkay. So if the benefits in the first six
nonths are not equal to the benefits generated in the
second six nonths, aren't we distributing benefits
associated wth these projects differently by changi ng
the rate spread fromthe general rate case to this
docket ?

A. | don't know that we are, just because in the
general rate case, again that particul ar proceedi ng was
not limted just to those few wind projects. It was
| ooking at a lot of different costs and | ooki ng at
really the totality of the Conpany's costs and appl yi ng
those to Schedule 32. So I think that it's hard to say
that they have to be an identical rate spread, since
we're |looking at two very different things.

Q Well, but you acknow edge that the costs
associated with these two projects and the benefits
associated with these two projects were distributed in

one way in the rate case, and you're proposing to
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distribute themdifferently here, and if the benefits
are seasonal, that nmay affect whether the -- you know,
the Schedul e 32 custoners get the sane deal that all the
ot her custoners get, right?

A. | don't knowthat | would totally agree with
t hat, because again, looking at the rate case, it is the
totality of the costs that are being considered. And
while that totality does include these two w nd
projects, |I think there's a ot nore going on in the
rate case than what's happening here in this major plant
addition filing where we're specifically honing in on
two wind projects and | ooking at what is the appropriate
cost recovery for this particular major plant addition.

Q Oay. | promsed that we were going to talk
about the demand- based recovery alignnent between
Schedul e 39 -- Schedule 32 and Schedule 9. So let's
tal k about that.

In the general rate case, the Conpany and UAE
and others were all in alignnment that we -- in agreenent
that we should try to align the demand-based costs, the
conbi nation of the facilities charges and the daily
power charges and nonthly power charges for those rate
schedul es, right?

A. | think there was sone agreenent on -- there

was a particular part in the general rate case where
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there was a fornula that | ooked at, yes, the alignnent
of full requirenents, demand-rel ated charges, and the
Schedul e 32 demand-rel ated charges. And there was sone
agreenent that that calculation itself should occur in
that way. However, there was quite a bit of

di sagreenent in terns of how much should be the delivery
facilities' charges versus the daily power charges.

But yes, that fornmula itself, there was
agreement between UAE, University of Utah, and the
Conpany on that particular formul a.

Q Agreed.

The rate spread proposal that the Conpany has
made in this case woul d reduce the nonthly power charges
for Schedule 9, right?

A.  Yes.

Q GCkay. But there is the reduction to the daily
power charges for Schedule 32, right? |In part because
you' ve decided to exclude the renewabl e PPA revenues
fromthe rate spread cal cul ati on, yes?

A.  Yes, in part because of that, and then just
then that rounding then ends up to go down and not go to
that next cent -- or go up and not to go down to that
next cent down, that next step.

Q ay. So the Company's rate spread proposal

in this docket no longer tries to keep that demand-based
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recovery in alignnment between those two -- those two
rate cl asses, right?

A. It does not, and | think it's because the
Conpany's position here is that the rate case was the
time to set those demand-rel ated costs and to | ook at an
alignment with Schedule 9. And it wasn't conpletely
al i gned, because there was that -- that adjustnent that
was of secondary inportance to the |arger change to
bring it to the overall price change for Schedul e 9.

So there were two conponents there. So it --
really effectively, if we do apply this sanme percentage
price change to all the costs, it effectively actually
gets us back to sonething very close to what woul d have
been UAE s recommendati on had they, you know, won in
reconsideration. And so it effectively negates that
sort of adjustnent that happened in the general rate
case.

Q | want to go back to this concept that you've
I ncluded in your testinony and we've talked a little bit
about here, about your sort of justification for why you
t hi nk the renewabl e PPA revenues ought to be excl uded
fromthe rate spread cal culation. And you stated that
it's because it's -- you want to limt the rate spread
to what is related to service supply from Conpany

resources.
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|"mtrying to understand what -- where that
m ght take us outside of this docket. How else would we
apply that in other circunstances in which you offer
rate spread testinony in various circunstances?

A.  You know, | think one anal ogy maybe perhaps is
If we look at this major plant addition, we did not
propose an equal change across all chargi ng conponents.
As | mentioned earlier, customer service charge,
facilities charge, those are charges that typically tend
to be nore related to the delivery of power, to
di stribution costs, for exanple.

| think that this is an exanpl e where because
we had a limted scope in this major plant addition,
we' re not | ooking at changing all chargi ng conponents,
but really just the energy charge and the demand charge
conponents t hensel ves.

Q But what you were just tal king about is how
you i npose on the pricing the change that you're
proposing for each rate class, but what we're talking
about here is how you neasure the amount of change t hat
will be attributed to the class before you ever get to
changing the pricing, right?

A. The rate spread.

Q Yeah. Sure.

A.  Yeah.
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Q So how do you deci de what Conpany revenues
shoul d be included or excluded based on whether you

think it's related to service supplied by the Conpany

or not? | guess I'mtrying to figure out where that
t akes us.
A. | think that what we have before us is a major

plant addition, and it's |l ooking at the recovery of two
wind projects. And so | think it's reasonable just to

| ook at that proportion of revenue that's not paying for
t hat renewabl e procurenent cost.

Q In arate case, would it be appropriate to
excl ude these PPA revenues fromrate spread cal cul ati on
that deals wth Conpany generation resources, for
I nst ance?

A. That isn't what ended up being the

Commi ssion's ordered rate spread. | think that was
reasonabl e. Again, though, | think it was a m nor

adj ustnent that was made. Wen | say mnor, | don't
mean m nor froma custoner inpact perspective. | nean

It was a nodest change relative to the nmuch |arger
change that was happening for the demand-based sort of
reshuffling that happened to get that at the sane |evel
as Schedule 9 for requirenents demand charges.

Q You say you cite what happened in the 2020

rate case where you have to grapple with rate spread for
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Schedul e 32 custoners at sone point in the future at
anot her general rate case.

Wuld it be appropriate to exclude the
renewabl e energy, renewable PPA revenues, froma rate
spread cal cul ation that you can cordon off, | guess, the
portion of Conpany revenue requirenents associated with
generation resources, for instance?

A.  You know, |ooking at the general rate case,
| actually don't have that strong of an opinion about
whet her those renewabl e PPA prices were excluded or not
In that rate spread adjustnment that happened. | know
t he Conpany argued for that in the reconsideration.

| think our concern there was just the tineliness of it

nost | y.

And when that happened, | think you could nmake
pretty good argunents either way for that. | think --
fortunately in the next general rate case, | think --
well, we will have 12 nonths of data so we can do a

cost of service study on Schedul e 32 custoners, which
| think is far nore appropriate than | ooking at, for
exanpl e, Schedule 9 as a proxy in setting a rate spread
on that.

| think that will -- | think then largely this
will not be an issue that we'll be having to contend

wi th because we can | ook at those particul ar cost of
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service results and make sone sort of a rate spread
deci si on based upon that.

Q WwWll, and we may or nmay not have enough
Schedul e 32 custoners next tine we get to a rate case to
do a neani ngf ul

A el

cost of service study though, right?

we do al ready have cost of service

cl asses for sone special custoners where there's a

single custoner on a class. | don't know, it's possible

that in the next rate case we'll only have one, but

| think it's probably likely we'll have nore than one,
based upon the interest and sone of the activity that

| think is happeni ng around Schedul e 32.

MR. RUSSELL: Thank you. | have no further
guesti ons.

CHAIR LEVAR Ms. \Wegener, any redirect?

M5. WEGENER. No redirect. Thank you.

CHAI R LEVAR.  Conmi ssioner O ark, any
guesti ons?

COW SSI ONER CLARK:  No questions. Thank you.

CHAI R LEVAR  Comm ssi oner Allen?

COW SSI ONER ALLEN:  No questions. Thank you.

CHAIR LEVAR. | don't have any. Thank you for
your testinony this norning, M. Meredith.

MR. MEREDI TH: Thank you.

CHAIR LEVAR  Anything el se, Ms. \Wegener?
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M5. WEGENER. | have nothing further fromthe
Conpany at this tine.
CHAIR LEVAR | think I wll go to the Ofice

of Consumer Services next. M. Moore?

MR. MOORE: Unfortunately, Director Beck is
not in the courtroomright now Maybe if you give ne
two minutes | can get her up here.

CHAIR LEVAR  Yeah, | think rather than trying
to shuffle things in the afternoon, | think it would be
nore efficient to do that. But if it takes -- if it's
nore than a mnute or two, maybe we can just go on to
t he Divi sion.

MR. MOORE: | doubt that it will be nore than
a mnute or two.

CHAI R LEVAR Okay. Well, why don't we just
take five and we can reconvene at 11:05. And if it
takes longer, we'll just nove on with the Division's
W t nesses.

(Wher eupon a short break was taken.)

CHAIR LEVAR  Back on the record. M. Mbore?

MR. MOORE: Yes, the Ofice calls Mchele Beck
to the stand and ask that she be sworn.

CHAI R LEVAR. Good norning, Ms. Beck. Do you
swear to tell the truth?

MS. BECK:  Yes.
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M CHELE BECK
DI RECT EXAM NATI ON
BY MR MOCRE:

Q WIIl you please state your nane, occupation
and busi ness address for the record?

A. Yes, ny nane is Mchele, Mi-c-h-e-1-e, Beck,
B-e-c-k, and I amthe director of the Ofice of Consuner
Servi ces.

Q In your capacity as director of the Ofice of
Consuner Services, have you viewed the application,
testinmony, and filing in this docket?

A.  Yes, | have.

Q D d you prepare and cause to be filed direct
testinony on Cctober 6, 2021 and surrebuttal testinmony
Novenmber 18, 20217

A. Yes. And also rebuttal testinony.

Q Do you have any changes you'd like to nake to
this testinony at this tine?

A. No, | do not.

Q If | asked of you the sane questions that are
contained in your witten testinony, would your answers
be the sanme?

A.  Yes, they woul d.

MR, MOORE: W nove to admt the testinony of
M chel e Beck

Advanced Reporting Solutions
801-746-5080



© 00 N oo o0 b~ W DN P

N N NN NN RBP B R R R PR R R e
g N W N P O © 0 N O O M W N L O

Public Hearing
November 30, 2021 Page 93

CHAIR LEVAR. | f anyone objects to that
notion, please indicate your objection.

"' m not seeing any, so the notion is granted.
BY MR MOORE:

Q Have you prepared a summary of the Ofice's
position?

A.  Yes, | have.

Q Pl ease proceed.

A.  In ny opinion, Rocky Mountain Power's request
does not neet the statutory requirenments for a mgjor
plant addition. Qur viewis clear in this testinony
that this request is for the increnental revenue
requi rement associated with two plants which are not
addi ti ons because the majority of the associ ated revenue
requirenment is already in rates.

Further, the increnental request is well bel ow
the one percent statutory threshold. The joint nobtion
for summary judgnent of the OCS, DPU, and UAE details
the | egal argunments supporting this position.

In addition to the | egal argunents, ny testinony, as
wel |l as testinony presented by the DPU and UAE
denonstrate that RMP' s request shoul d be denied for
policy reasons.

Rocky Mount ai n Power has many regul atory

processes available to it and nmade its own deci sion of
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how to request cost recovery for Pryor Muntain and
TB Flats, presumably considering all potential benefits
and ri sks.

In particular, these two projects could have
been renoved fromthe rate case and filed as NPAs at a
|ater tine. |If the PSC now approves this request, it
woul d set a bad precedent that would surely result in
multiple simlar cases and underm ne the concept of test
peri ods.

| also recommend that if the PSC deni es Rocky
Mountain Power's petition for cost recovery, it should
al so reject any prorationing of the NPC benefits of
Pryor Mountain and TB Flats. Rejecting prorationing
woul d be consistent with the order in the last GRC
Docket 20-035-04 in which the PSC deni ed Rocky Mountain
Power's request for a two-part rate increase and al so
declined to inplenent any prorationing of benefits.

Rocky Mbuntain Power did not appeal that
order, nor did it provide any new support for the
prorationing of benefits of explanation of howit be
acconplished in this case. |In fact, Rocky Mountain
Power sinply supported a statenment fromthe DPU s direct
testinony that may have been m sunderstood and has since
been clarified by the DPU to not represent their

posi tion.
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At this point in the proceeding, RW is the
only party supporting the concept of prorationing, and
It should be rejected by the Conm ssi on.

That concl udes ny summary.

MR. MOORE: Director Beck is available for
cross and questions fromthe Conmm ssion.

CHAI R LEVAR. Thank you, M. Moore.

M. Jetter, do you have any questions for
Di rector Beck?

MR. JETTER  No, thank you.

CHAIR LEVAR M. Russell?

MR, RUSSELL: No, thank you.

CHAIR LEVAR. Ms. \Wegener?

M5. WEGENER: | al so have no questions.
Thank you.

CHAI R LEVAR  Commi ssi oner Allen?

COMM SSI ONER ALLEN:  No questions. Thank you.

CHAI R LEVAR  Commi ssioner O ark.

COW SSI ONER CLARK: | al so have no questi ons.
Thank you.

CHAIR LEVAR | have one.

DI RECT EXAM NATI ON BY THE COWM SSI ON
BY CHAI R LEVAR

Q It's a hypothetical, and |I presented it

earlier to Ms. Steward.
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So presune that Rocky Mbuntain Power conpl eted
a wnd project that qualified for PTCs 20 nonths
follow ng the nost recent GRC order, and then they did
not file a future GRC for the next couple of years, how
shoul d the PTCs fromthat hypothetical w nd project be
treated in the EBA? Presune there is PTC revenue.
A. So If | understand your hypothetical, the
plant is not in rate base at all?
Q Because it was -- yeah --
A. Because it was not in a rate case and it was
not in a subsequent MPA case.
Q Yes.
A. To me, | don't think that those PTCs need to
flow t hrough the EBA at all
Q ay. Thank you.
CHAIR LEVAR. No nore questions. So thank you
for your testinony this norning.
M5. BECK: Thank you for accommodati ng ne.
CHAI R LEVAR  Anything el se, M. Mbore?
MR. MOORE: The OCS has nothing further.
However, | neglected to nove to admt OCS Cross
Exhibit 1. May | nove to admit that now? That was just
the testinony of Joelle Steward fromthe general rate
case.

CHAI R LEVAR. Okay. Any objections to
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entering this OCS Cross Exhibit 17?

"' m not seeing any objection, so the notion is

gr ant ed.

MR. MOORE: The O fice has nothing nore.
Thank you.

CHAIR LEVAR. Ckay. Thank you.

M. Jetter?

MR. JETTER  Thank you. The Division would
like to call and have sworn its first w tness, Jon
Zenger .

CHAIR LEVAR  Good norning, Dr. Zenger.

Do you swear to tell the truth?
DR. ZENGER: Yes, | do.
CHAI R LEVAR  Thank you.
JONI ZENGER
DI RECT EXAM NATI ON
BY MR JETTER

Q Good norning. Wuld you pl ease state your
nanme and occupation for the record?

A. Yes. Dr. Joni, J-o0-n-i, S. Zenger,
Z-e-n-g-e-r, technical consultant for the D vision of
Public Utilities.

Q Thank you. And in the course of your
enpl oynent with the Division, did you create and cause

to be filed prefiled direct testinonies -- and they're
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| abel ed direct and surrebuttal -- along with
confidential and redacted exhibits that were attached to
those prefiled testinonies?

A Yes, | did.

Q If you were asked the sanme questions in your
prefiled witten testinony today, would your answers
remai n the sane?

A. Yes. | do have a couple of corrections.

Q ay. Please go ahead.

A. | just have two mnor corrections to ny
surrebuttal that | would Iike to request.

And for state of confusion, on the cover page
of my surrebuttal testinony, it says it's surrebuttal in
the mddle of the page, but in the caption it says
direct. This should be changed to surrebuttal.

There's one other small correction on page 5
of my surrebuttal on lines 106 and 107, it says, "These
activities include site view, nobilization, and
restoration.” And then where it -- the next three

words, "permt closeout activities," those should be
del eted. They were repeated |ater in the paragraph.
Thank you for letting ne read those.
Q Thank you.
And Dr. Zenger, have you prepared a bri ef

summary of your testinony?
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A.  Yes, | have.

Q Please go ahead.

A.  Good norning, Comm ssioners. N ce to see you
all in person. As the Division's first witness, | wll
summari ze the Division's findings and recommendations to
the Comm ssion in these proceedings.

"1l also introduce the Division's other
wi t nesses, each of whom have provi ded anal ysis and
testinony in this case.

In summary, the Division's primary position
t hr oughout this proceedi ng has remai ned uncharged. The
Conmmi ssi on shoul d deny the Conpany's request because
the investnents in Pryor Mountain and TB Fl ats do not
satisfy the statutory requirenents for alternative cost
recovery under Utah Code Section 54-7-13. 4.

Since that application does not satisfy the
one percent threshold rate base requirenent, the
Conmmi ssi on shoul d deny the Conpany's application in
whol e.

The Division also notes, and this has been
brought up by other witnesses this norning, that other
I ntervening parties to this case, each with different
m ssi ons and purposes, independently arrived at the sane
overall conclusion in their respective direct

t esti noni es.
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Shoul d the Comm ssion determ ne that the one
percent threshold is satisfied and increnental additions
may be added to rates, the individual D vision wtnesses
address the following issues in their own respective
testinonies.

My testinony focuses on the analysis of the
COVID-19 rel ated del ayed project costs for del ayed pl ant
for the Pryor Mountain wi nd project.

Division wtness M. Trevor Jones wll testify
about costs for delayed plant for TB Flats project.

Division witness M. Gary Smth wll provide a
review of the Conpany's proposed request to nodify the
base net power costs and base production tax credit in
the energy bill account.

And Division witness Dr. WlliamArtie Powel |
wll testify that the projects separately or together do
not satisfy the one percent capital addition threshold
requi red by U ah Code Section 54-7-13. 4.

Dr. Powell also addresses the treatnent of
production tax credits and other net power cost benefits
I f the Conm ssion rejects the application.

As | previously stated, the focus of ny
anal ysis investigation in this proceedi ng has been on
del ayed plant for the Pryor Mountain wi nd project.

Pryor Muntain was placed in conmercial operation on
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April 1, 2021, but was anticipated to be in service in
Decenber of 2020.

| verified that the cause for the in-service
del ays were due to the COVID 19 pandemic, in particular,
t he del ayed delivery of major equipnent |ike w nd
turbi ne generators and ot her |arge conponents.

As part of ny review of delayed plant for
Pryor Mountain, | |ooked at force ngjeure clains, change
orders, w nd turbine supply agreenents, vendor notices,
and contingency costs that | obtained through discovery.

| al so investigated the purchase,
substitution, and affiliate transactions related to
Pryor Mountain wi nd turbine conponents.

My concern about potential cost increases due
to the substitution and purchase of w nd turbine
conponents has been resolved. | found that no
addi ti onal project costs were ascribed at Pryor Muntain
because of the Conpany's supply changes to various w nd
turbi ne conponents. | concluded that the Conpany's
decisions with respect to the wind turbine conmponents
wer e prudent and had no adverse inpact on del ayed pl ant
for Pryor Mbuntain.

| f the Comm ssion does approve the
application, I reconmend that the total project costs

for Pryor Mountain be approved at the amount contai ned
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in the confidential rebuttal testinony of M. Robert Van
Engel enhoven, page 2, on lines 30 to 31. The D vision
has determ ned the project costs in this anount were
prudently incurred.

A small portion of the final costs remain for
the settlenment of contractural delay clains with
contractors and for final conpletion activities, which
can typically take about 9 to 12 nonths after
conm ssioning to conplete.

If the total project costs exceed the
I dentified anobunts when final project costs are known,

t he Conpany may request additional recovery in a future
rate case proceedi ng.

This conpletes the sunmary of ny testinony and
the Division's positions and recomendations to the
Conmm ssi on. Thank you.

CHAI R LEVAR.  Thank you, Dr. Zenger.

MR, JETTER. Thank you. | have no further
questions, and Dr. Zenger is available for
cross-exam nati on and questions fromthe Conm ssion.

CHAI R LEVAR.  Thank you. |'mnot sure we have
adm tted her testinony, though.

MR. JETTER. Thank you, M. Chairman. |If you
allownme, | would like to make a notion to admt the

prefiled testinony, along with the prefiled exhibits
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that were attached to Dr. Zenger's testinonies. Thank
you.

CHAIR LEVAR I f anyone objects to that
notion, please indicate it.

Not seeing any, the notion is granted.

MR. JETTER. Thank you. And | wll re-tender
Dr. Zenger for cross and questions fromthe Conm ssion.

CHAI R LEVAR.  Thank you.

M. Moore?

MR. MOORE: No questions. Thank you.

CHAIR LEVAR M. Russell?

MR. RUSSELL: No questions. Thank you.

CHAIR LEVAR. Ms. \Wegener?

M5. WEGENER: No questions. Thank you.

CHAI R LEVAR  Comm ssi oner O ark?

COMM SSI ONER CLARK: | have no questi ons.
Thank you.

CHAI R LEVAR  Conmmi ssi oner Allen?

COW SSI ONER ALLEN: Al'so no questions. Thank
you.

CHAIR LEVAR | don't either. So thank you
for your testinony this norning, Dr. Zenger.

DR, ZENGER: Ckay. Thank you.

CHAIR LEVAR. M. Jetter?

MR JETTER. The Division would -- the
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Division would |i ke next to call and have sworn in
Di vi sion witness Trevor Jones.
CHAI R LEVAR. Good norning, M. Jones.

Do you swear to tell the truth?

MR JONES: | do.
CHAIR LEVAR:  Thank you.
TREVOR JONES

DI RECT EXAM NATI ON

BY MR JETTER

Q Good norning, M. Jones. Wuld you pl ease
state your nane and occupation for the record.

A. Trevor Jones. T-r-e-v-o0-r, J-0-n-e-s.
Uilities analyst for the D vision.

Q Thank you. And in the course of your
enpl oyment with the Division of Public Uilities, did
you create and cause to be filed with the Conm ssion in
this docket direct and surrebuttal testinonies along
with a few exhibits attached to those?

A.  Yes.

Q And do you have any corrections or changes
you'd like to make to either of those prefiled
t esti noni es?

A.  No.

Q If you were asked the sanme questions contained

In those prefiled testinonies today, would your answers
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be the sane?
A.  Yes.
MR JETTER I'd like to nove at this point to

enter into the record the prefiled direct and
surrebuttal testinony along wth the attached exhibits
of Division witness Trevor Jones.
CHAI R LEVAR.  Thank you.
| f anyone objects, please indicate your
obj ecti on.
' mnot seeing any, so the notion is granted.
MR. JETTER  Thank you.
BY MR JETTER
Q M. Jones, have you prepared a brief summary
of your testinony?
A.  Yes.
Q Please go ahead.
A. To summarize ny testinony, | analyzed the
I ncreased costs related to TB Flats, which occurred
because of the COVID 19 pandemi c. The values are
confidential and can be found in ny testinony. There is
one small adjustnent to the values that now differs from
t he application because of a negotiated contract.
|f the application is accepted, | reconmend
the increased cost for TB Flats be approved.

Thank you.
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Q Thank you.

MR, JETTER. And | have no further questions

for M. Jones. He's avail able for cross-exam nation and

questions fromthe Conm ssion.
CHAI R LEVAR  Thank you.
M. Moore?
MR. MOORE: No questions. Thank you.
CHAIR LEVAR M. Russell?
MR RUSSELL: No questions. Thank you.
CHAIR LEVAR Ms. \Wegener?
M5. WEGENER: No questions. Thank you.
CHAI R LEVAR  Conmi ssi oner All en?

COW SSI ONER ALLEN:  No questions. Thank you.

CHAI R LEVAR: Conmm ssi oner C ark?

COW SSI ONER CLARK:  No questions. Thank you.

CHAIR LEVAR. | don't have any either,

t hank you for your testinony this norning, M. Jones.

MR. JONES: Thank you.
CHAIR LEVAR M. Jetter?

MR, JETTER. The Division would next like to

call its third witness, Gary Smth.
CHAIR LEVAR. Good norning, M. Smth.
Do you swear to tell the truth?
MR SMTH. | do.
CHAI R LEVAR  Thank you.
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GARY SM TH
DI RECT EXAM NATI ON
BY MR JETTER

Q M. Smth, would you pl ease state your nane
and occupation for the record?

AL My nane is Gary Smth. [|I'mthe technica
consultant for the Division of Public Uilities and have
participated in this docket on behal f of the Division.

Q Thank you.

And in the course of your participation in
this docket, did you create and cause to be filed with
t he Comm ssion direct and surrebuttal testinony?

A.  Yes.

Q And do you have any corrections or changes
you' d like to make to either of those?

A. | do not.

Q If you were asked the sanme questions contained
In each of those two identified prefiled direct and
surrebuttal testinonies, would your answers be the sane?

A.  Yes, they woul d.

MR JETTER 1'd like to nove at this point to
enter into the record the direct and surrebuttal
prefiled testinonies of DPU wtness Gary Smth al ong
wth the attached exhibits to each of those.

CHAI R LEVAR  Thank you.
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Please indicate if there's any objection.

"' m not seeing any, so the notion is granted.

MR. JETTER  Thank you.

BY MR JETTER

Q M. Smth, have you prepared a brief sunmmary
of your testinony?

A. | have.

Q Please go ahead.

A.  Thank you.

Good norning, Conmm ssioners. Thank you for
t he opportunity to address the Conpany's request to
adj ust the base energy bal ancing account in this filing.

The Comm ssion's ongoing duty to order rates
that are just and reasonabl e nmust be considered even if
a single itemadjustnment is generally permtted.

Power costs, actual results thus far in 2021,
suggest the Conm ssion needs to be -- suggests the
Commi ssi on needs nore evidence before determning that a
single item adjustnment would be in the public interest.

These actual results show that the current
base EBA set in the 2020 general rate case deviates
significantly fromthe actual results experienced so far
in 2021.

The Division found that the net power cost was

much hi gher, w nd generation and the resulting

Advanced Reporting Solutions
801-746-5080



© 00 N oo o0 b~ W DN P

N N NN NN RBP B R R R PR R R e
g N W N P O © 0 N O O M W N L O

Public Hearing

November 30, 2021 Page 109

production tax credits were nmuch | ower, creating an
actual loss of over $3 mllion in production tax credits
for the nonths of January through August.

Adj usting the base EBA, as the Conpany has
requested, would create an even w der deviation from
actual results creating a larger loss in PTCs that wll
eventually be trued up to the Conpany resulting in a
future rate increase to custoners.

The Conpany has not provi ded neani ngf ul
support -- supporting evidence indicating that the
current trends creating a |large EBA deferral in 2021
wi Il not continue into the near future and beyond.

There is insufficient evidence to conclude that the
Conpany' s proposed adjustnent to the base EBA rate
results in a just and reasonabl e rate.

That electric Schedule 94 may contenpl ate the
possibility of adjusting base EBA side of a general rate
case is not sufficient alarmw thout the eval uation of
the entirety of the rate to be changed. Changes to base
EBA have historically occurred during a general rate
case.

Adj usting base EBA to accombdate a single
project in isolation without consideration of the actual
results and the accuracy of the existing base EBA nay be

warranted in some circunstances but not when the
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experience of the actual test year deviates so nmarkedly
fromwhat it is in rates, and the proposal would
exasperate that difference.

The nere fact that a periodic change nay be
made to an el enent of rates does not renove the duty to
consider the entirety of that rate, its effect, and its
r easonabl eness.

Under the facts on record, adjusting the base
EBA in this case would result in a rate that is nost
likely to be inaccurate and not just and reasonabl e.

The public interest wll better served by
| eavi ng the base EBA as set in the 2020 general rate
case until a fuller record presented in an appropriate
proceeding allows formul ation of a better rate or
expl ai ns why 2021's costs are anonal ous.

That concl udes ny summary.

Q Thank you.

MR, JETTER: | have no further questions. And
M. Smth is available for cross-exam nation and
Com ssi on questi ons.

CHAI R LEVAR  Thank you.

M. Moore?

MR. MOORE: No questions. Thank you.

CHAIR LEVAR M. Russell?

MR RUSSELL: No questions. Thank you.
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CHAIR LEVAR. Ms. \Wegener?
M5. WEGENER: | just have a few.
CROSS- EXAM NATI ON
BY M5. WEGENER:

Q Good norning, M. Smth.

A. Good norning.

Q In the Company's 2020 general rate case, did
the Division argue that there should be higher base net
power costs?

A. Ddthe Dvision --

Q Didthey -- did they want a hi gher base net
power cost nunber?

A. | don't recall. 1'd have to, you know, check
t hat .

Q ay. Thank you.

If | had said that there wasn't a significant
di spute about that nunber for base net power costs,
woul d you say that at the tine the Conpany's forecast --
there was no reason to believe that the Conpany's
forecast in the 2020 GRC was going to be inaccurate?

A At the time | don't think that we thought that
it woul d not be accurate.

Q GCkay. And so your position nowis that the
base EBA shoul d not be changed because that forecast

turned out to be wong so far in 2021?
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A. Yeah, | nean, if you | ook and see what
happened in 2021, and the deviation is significant to
warrant, you know, thinking about that as you address
changes to the base now.

Q But you'd agree wth ne that absent this
proceedi ng, there wouldn't be an opportunity to change
t hat base EBA based on changes to the actual and net
power cost nunbers, correct?

A. So the question is can the Conm ssion adj ust
base EBA rates outside of this proceedi ng?

Q O outside of a proceeding do they typically,
| guess is ny --

A. Do they typically? GCenerally, it's in a rate
case, although it doesn't exclude the opportunity for
the Commi ssion to adjust as it sees i s needed.

Q And you would agree with ne that the net power
cost benefits from TB and Pryor Muntain don't have a
significant effect on the deviation -- the difference
bet ween the forecast and the actual for 2021; would you
agree with ne?

A Wuld | -- can you restate that, please?

Q  Yeah.

Wul d you agree with ne that the TB Fl ats and
Pryor Muntain projects don't -- they aren't one of the

significant factors that is affecting the difference
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between the forecast and the -- and the actual s?
A. Yeah, generally speaking, all -- wnd
production generation is an issue. | nean, if you | ook
at the overall Conpany's -- | address that in ny
surrebuttal. There is a significant deviation from

actual to what was proposed in the general rate case.

Q |If the Comm ssion granted the Conpany's
application but did not nodify the base EBA, that woul d
be an inaccurate reflection of those specific benefits
to custoners through the EBA, right?

A I -- like | said before and in all ny
testinony so far, you can't do it in isolation. The
nmere fact that you can do sonething doesn't nean you
should do sonething. And if it -- it puts it into a
situation where it places that base further away from
what the actual results are, | think you need to
reeval uate that and consider that.

Q Thank you.

M5. WEGENER: | have no further questions.
CHAI R LEVAR  Thank you.

Any redirect, M. Jetter?

MR. JETTER. No redirect. Thank you.
CHAI R LEVAR.  Thank you.

Conmm ssi oner C ark, any questions?

COW SSI ONER CLARK:  No questions. Thank you.
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CHAI R LEVAR:  Comm ssi oner Allen?
COW SSI ONER ALLEN: No questi ons.
CHAIR LEVAR  And | don't have any, so thank
you for your testinmony this norning, M. Smth.
MR. SM TH.  Thank you.
CHAIR LEVAR M. Jetter?
MR. JETTER The Division would like to call
its final witness, Dr. WIIliam Powel|.
CHAI R LEVAR: Good norning, Dr. Powell.
Do you swear to the tell truth?
DR. POWELL: Yes, | do.
CHAI R LEVAR:  Thank you.
DR. W LLI AM ARTI E POWNELL
DI RECT EXAM NATI ON
BY MR JETTER
Q Dr. Powell, would you please state your nane
and occupation for the record?
AL My nane is Artie Powell, and | amthe manager
of the -- in the Dvision of Public Uilities.
Q Thank you.
And in the course of your enploynent wth the
Division and participation in this case, did you create
and cause to be filed with the Conm ssion direct and
surrebuttal testinonies?

A. Yes.
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Q And do you have any corrections or changes you
woul d I'ike to make to those?

A.  No.

Q If you were asked the sane questions that are
contained in those two prefiled testinonies today, would
your answers renain the sane?

A. If the questions were asked in the sane
sequence as in the testinony, yes, they would be.

Q Thank you.

MR JETTER 1'd like to nove at this tine to
enter into the record of this hearing the direct and
surrebuttal testinonies identified just previously,
along with -- | believe there's one exhibit that was --
oh, I"'mgoing to take that back, there were no attached
exhibits to those.

CHAI R LEVAR.  Thank you.

Pl ease indicate if you have any objection to
t hat noti on.

"' m not seeing any objections, so the notion
I s granted.

MR. JETTER  Thank you.

BY MR JETTER

Q Have you prepared a brief sunmary of vyour

t esti nony?

A. Yes, | have.
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Q Please go ahead.
A. Good norning, Conm ssioners. And | am
surprised it's still norning.

Thank you for the opportunity to present here
t oday on behalf of the Division of Public Utilities.
| wll keep ny summary brief.

The Conpany is requesting to recover costs for
two wind projects, TB Flats and Pryor Muntain, that are
not currently in custoner rates. |'ve referred to
this -- these costs as additional costs in nmy testinony.

Wiile the entire cost of the two plants were
considered in setting custoner rates in the |ast general
rate case, the costs were treated on an
aver age-of - peri od basis reflecting the fact that the
plants were only on line for part of the test year.

The total additional costs, the costs not
already in custoner rates, that the Conpany seeks to
recover in this case does not neet the statutory
requi rement of one percent of rate base, therefore the
Di vi si on recommends that the application be denied.

The Division also recormmends that the base net
power costs not be adjusted in this case, and that the
production tax credits and other net power cost benefits
fl ow t hrough the energy bal anci ng account and be trued

up in future filings of the EBA
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That concl udes ny sunmary st atenent.

Q Thank you.

MR. JETTER | have no further questions for
Dr. Powell, and he is available for cross-exam nation or
Conmmi ssion -- and/ or Comm ssion questions.

CHAI R LEVAR. Thank you.

M. Mbore?

MR. MOORE: No questions. Thank you.
CHAI R LEVAR  Thank you.
M. Russell?
MR RUSSELL: No questions. Thank you.
CHAIR LEVAR. Ms. \Wegener?
M5. WEGENER:  Yeah, just a few.
CROSS- EXAM NATI ON
BY M5. WEGENER:
Q Good norning, Dr. Powell.
A. Morning.
Q | just want to confirm you would -- you
woul d agree with me that the Conpany's EBA tariff allows
changes to base EBA during this proceeding, right?

A. It does contenplate that that's all owabl e,
yes.

Q GCkay. But it's your position, and | think
t hat your testinony says -- and we don't need to go

there, but I'mlooking at lines 237 and 238, that it --
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t hat base EBA shoul d not be changed unl ess there are
clearly denonstrabl e ratepayer benefits; is that right?

A. | think outside of a rate case, that's --
| think that was ny point.

Q Oay. And so you would include this
proceeding as -- as a tine when the Conpany shoul d have
to denonstrate clear ratepayer benefits?

A. Right.

Q And that's just your opinion about the policy;
it's not found in a statute or a Conm ssion order or
anything like that, right?

A. That's correct. | would agree with that.

Q You would agree that a change to the base EBA
affects only the timng of the recovery of the costs
t hat the Conpany incurs and not the anmpount, right?

A. | think that's correct.

Q GCkay. And if the Conpany's application is
granted -- and | understand it's your position that it
shoul d not be, but if it's granted and the cost of
TB Flats and Pryor Muuntain are incorporated into rates,
then the timng of the recovery or the -- of the
benefits, giving the benefits to custonmers through the
EBA, woul d better match the costs if the base EBA were
changed to reflect the benefits?

A, I'mnot sure what you nean by better. The
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timng would be different, but I'"mnot sure | would
characterize it as being better or worse.

Q Wwll, if the timng changed along -- at the
sane tine as the increase for the cost recovery, the
benefits of the project, then those benefits would fl ow
t hrough the EBA at the sane tine that custoners are
payi ng the cost of the project; isn't that right?

A. | would agree with that.

Q Oay. And doesn't matching the timng of cost

recovery with the benefits, doesn't that benefit

custoners to have -- have those costs and benefits
mat ched?
A It may. But | don't believe there's a

mat chi ng i ssue here that needs to be addressed by the
Conmi ssion in that regard.

| would al so point out that the anobunt of the
net benefit here to custoners is fairly small,
$4.2 mllion, and that benefit could be -- could go away
with variations in production fromthe wnd plants
t hensel ves.

Q Thank you.

| want to turn to your direct testinony, |ines
267 through 273. And | want you to read them but
there's a confidential nunber that you can skip because

the -- the confidential portion isn't inportant. But
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l|'"d like to just read 267 to 273 to set a baseline for a
coupl e of questions that | have.

" Absent approval "?

Uh- huh. Yeah, right there.

Is that the line you want to start? Ckay.
Yeah, and then end on "plants” in line 273.

Ckay.

> O » O »F

"Absent approval of the recovery of additional
costs, 'the pro-rated capital and depreciation costs of
the Pryor Mountain and TB Flats wind projects will
remai n enbedded in custoner rates until the next general
rate case,' (M. MDougal, Direct Testinony, |ine 49).
If the PTCs and ot her net power cost benefits associ ated
with the additional costs are allowed to flow through
the EBA, then ratepayers wll receive through a future
EBA filing an approxi mate" confidential benefit "w thout
the of fsetting conmmensurate additional costs fromthe
two plants.”

Q So you agree and acknow edge that if the
Conpany's application is denied, and the benefits of
Pryor Mountain and TB Flats fl ow through the EBA, the
custonmers will receive the benefits of the projects
W t hout paying the full project costs, right?

A. Correct.

Q And your position is just that you're okay
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wWth this msmatch if it goes in custoners' favor?

A. No, I"'mnot. That's not our position, and
| don't renenber tal king about custoners' favor or
di sfavor anyplace in ny testinony.

Qur positionis, is that the EBA is designed
to conpare actual net power costs to enbedded net power
costs that's being enbedded in custonmer rates. And
that's exactly the way the EBA is designed to operate.

Q But you acknow edge that only part of the
costs of TB Flats and Pryor Muntain are enbedded in
customer rates absent the Conm ssion granting the
Conpany's application here?

A. Correct.

Q Thank you.

M5. WEGENER: That's all the questions | have.

CHAI R LEVAR. Thank you, Ms. Wegener.

M. Jetter, any redirect?

MR, JETTER. No redirect. Thank you.

CHAI R LEVAR.  Thank you.

Conm ssi oner Al |l en?

COW SSI ONER ALLEN:  No questi ons. Thank
you.

CHAI R LEVAR  Commi ssi oner C ark?

COW SSI ONER CLARK:  No questions. Thank

you.
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DI RECT EXAM NATI ON BY THE COWM SSI ON

BY CHAI R LEVAR

Q GCkay. I1'd like to ask your opinion of a
hypot hetical that |'ve asked a couple w tnesses today,
Dr. Powel | .

So presune that the utility conpleted a w nd
facility that qualified for PTCs, and they conpleted it
20 nmonths after the nost recent general rate case, and
then for the next two years, there -- two or so years,
there wasn't a general rate case fil ed.

How shoul d the PTCs -- and | think when
| asked before |I just referred to PTCs, but I'malso
tal ki ng about, you know, net power cost benefits. How
shoul d those be addressed in the EBA in that situation
where none of the plants is in a rate case?

A. It would be the Division's position that those
PTCs and ot her benefits should flow through the EBA and
be trued up as a part of actual net power costs conpared
to what they raise in rates in future EBA filings.

Let me go back a little bit in history on the
EBA, and in particular production tax credits. The
Conmpany proposed and argued that the production tax
credits should be included in the EBA

The Division took the position that the

production tax credits were not really a net power cost
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and should not be included in the EBA or bal anci ng
account and the adjustnents that take place there. The
Conmm ssi on, however, ordered that those PTCs be included
In net power costs and in the EBA

And so those net power -- that's why the
Di vi si on says, consistent with past Comm ssion orders,
t hose PTCs should fl ow through the EBA despite the fact
t hat those costs for those two -- that wind plant in
your hypothetical is not in cost.

| would al so add that several years ago, again
in one of the EBA filings, the Coom -- or the Conpany
filed maki ng some adjustnents in the EBA, which the
Di vi sion considered to be out-of-period adjustnents.
In prior years of the EBA the Conpany had incl uded
estimates of net power cost conponents. And after those
EBA filings were closed, in other words those rates
becane final, the Conpany in a subsequent filing nade
adj ustnents to those prior period conponents in the net
power costs and the EBA filing.

The Division took the position that since they
wer e out-of-period adjustnents, and that those costs
are -- excuse ne, those rates were already final, that
t hose adj ustnents were inproper.

The Commi ssion again rul ed agai nst the

Division and said that since those were actual net power
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costs, the Conmpany was entitled to recover those.

So | think that's what we're tal ki ng about
here in your hypothetical is that these PTCs and ot her
net power cost benefits are part of actual net power
costs. And the statute and the tariff contenplate
conparing those actual net power costs to what's
enbedded in the rates. And therefore, again, those PTCs
shoul d flow through the EBA and be trued up.

Q Ckay. Thank you.

Just one followup question to that then. On
line 49 of your direct -- | don't think there's any
confidential information in this -- you refer to "an
average or prorated basis" for PTCs and NPC benefits.

Do you have a suggestion for a fornula or nethodol ogy if
we were -- if we were in this situation -- again, this
depends on ot her decisions we mght make in this docket,
but how woul d you suggest we inplenent that average or

prorated basis that you referred to in line 49 of your

direct?
A So if -- let me make sure |' m understanding
what you're asking. |If you grant the -- if you deny the

application, how should you adjust the PTCs if you were
going to do that? |Is that what you're asking?
Q That's a cleaner way of asking the question

| asked.
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A.  kay. Luckily I'mnot an accountant, and so
|"mnot sure | have a direct answer. | know that the
Conpany has proposed a net hod where you would | ook at a
percentage of the costs that are enbedded in rates
versus that which is not being recovered and sinply
apply that to the PTCs and ot her benefits.

|"mnot sure that's an appropriate nethod to
use because the production tax credits are a result of
t he production or the energy that's generated fromthe
wind plants. And that's going to vary. | think we
heard testinony earlier today that there's seasona
conponents to that.

And so it seens to be that just sinply
appl ying a percentage to the total benefits that are
com ng fromthose wnd plants would be inappropriate.
You're not taking into account the production
characteristics that took place over that deferra
peri od.

So | know that's not a positive answer to your
question, but it -- to ne, it would be difficult to
figure out and separate all those conponents and j ust
sinply attribute as a percentage to costs enbedded in
rates.

Q But your testinony is that we should attenpt

to do so if we deny the primary application?
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A. No. Qur positionis -- and this goes from ny
direct testinony to ny surrebuttal testinony. After
review ng Conm ssion orders, the tariff and the statute,
the Division's position is, is that there should be no
prorating of those PTCs in the EBA

The total PTCs and ot her benefits should flow
t hrough the energy bal anci ng account and be trued up as
t he EBA was designed to.

CHAI R LEVAR  Thank you. That's all the
questions | had. Thank you for your testinony,

Dr. Powel .

DR. POWNELL: Thank you.

CHAIR LEVAR. | think it's probably
appropriate to go ahead and take a | unch break and
reconvene at one o'clock, unless there's any objection
from anyone to that.

Ckay. W are in recess until 1:00 p. m

(Whereupon a lunch break was taken.)

CHAI R LEVAR Gkay. Good afternoon,
everyone. W' |l go back on the record.

And now go to M. Russell.

MR, RUSSELL: Thank you. UAE calls
Justin Bieber to the stand.

CHAIR LEVAR  Good afternoon, M. Bieber.

Do you swear to tell the truth?
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MR. Bl EBER  Yes.
CHAI R LEVAR.  Thank you.
JUSTI N Bl EBER
DI RECT EXAM NATI ON
BY MR RUSSELL:

Q Can you state and spell your nane for the
record, please?

A Yes. M nane is Justin Bieber, J-u-s-t-i-n,
B-i-e-b-e-r.

Q And can you tell us who you work for and on
whose behal f you offer testinony?

A. Yes. | work for Energy Strategies, and |'m
offering testinony on behalf of the Utah Association of
Energy Users.

Q And you are -- you have prefiled -- or have
you prefiled direct and surrebuttal testinony in this
proceedi ng?

A.  Yes, that's correct.

Q And specifically you prefiled direct testinony
that's been | abel ed as UAE Exhibit 2.0 along wth
associ ated Exhibits 2.1, 2.2, and 2.3, and surrebuttal
testinony that's been | abel ed as UAE Exhibit 4.0 and the
associ ated exhibit, UAE Exhibit 4.17?

A.  Yes, | have.

Q Oay. Wth respect to your prefiled
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testinony, do you have any corrections to nmake?

A. No, | do not.

Q And you if were asked the sane questions today
that were posed in your prefiled testinony, would you
provi de the sane answers?

A Yes, | would.

MR, RUSSELL: At this point, I'll nove for the
adm ssion of M. Bieber's prefiled testinony.

CHAI R LEVAR  Thank you.

| f anyone objects to that notion, please
I ndi cat e.

"' m not seeing any objection, so the notion is
gr ant ed.
BY MR RUSSELL.:

Q Have you prepared a summary of your testinony
for us today?

A.  Yes, | have.

Q Please proceed with that.

A. Good afternoon. | recommend that the
Conm ssi on shoul d reject the Conpany's proposal to
adj ust base rates in this proceeding as described in
detail by ny coll eague Kevin Hi ggins.

However, to the extent that the Conm ssion
does determne that it is appropriate to revise base

rates in this proceeding, | recomend that the
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Schedul e 32 daily power charges should be set at a |evel
that, in conbination with the delivery facilities'
charges, would recover the sane |evel of cost as the
facilities and power charges that are applicable to full
requi renents customers.

The Conpany proposed to cal cul ate Schedul e 32
rates in this manner in the Conpany's 2020 general rate
case, Docket No. 20-035-04. Both UAE and the University
of Utah agreed with the Conpany's proposed nethod.

| f the Comm ssion determines it is appropriate
to revise base rates in this proceedi ng but does not
approve ny recomendation to cal culate the Schedul e 32
daily power charges rates as | have described, then
| recomrend that the Schedule 32 daily power charges be
calcul ated in the sanme manner ordered and approved by
the Comm ssion in the Conmpany's 2020 rate case.

In the 2020 rate case, the Comm ssion ordered
that the Schedule 32 rates for transm ssion voltage
customers should be calculated to result in a rate
I ncrease that was equal to a rate -- that was equal to
the rate increase for Schedule 9 inclusive of the
portion of Schedule 32 revenue that is related to the
renewabl e procurenent contract.

Since the revenue related to the renewabl e

procurenment contract makes up the majority of
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Schedul e 32 revenue, this resulted in an increase that
was substantially larger than the increase that would
have been cal culated if renewabl e procurenent revenues
were excluded fromthe cal culation, all else being
equal .

The Conpany's proposal in this case is to
cal cul ate Schedule 32 rates that would result -- that
woul d result in a base rate decrease that is equal to
t he Schedul e 9 base rate decrease excluding the portion
of revenue related to the renewabl e procurenent
contract.

Al'l else being equal, this results in a base
rate decrease that is substantially | ess than the base
rate decrease that would be calculated if the same
met hod ordered by the Comm ssion in the 2020 rate case
were utilized to set Schedule 32 base rates in this
proceeding. In fact, due to rounding, it results in a
zero base rate decrease for Schedule 32 as cal cul ated by
t he Conpany.

The cost increase allocated to Schedule 32 in
the 2020 rate case included the revenue requirenent for
the two wind projects at issue in this proceeding.

Wiile | do not necessarily agree that revenues
associ ated with the Schedul e 32 custoners' power

pur chase agreenent should be considered the Conpany's --
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as the Conpany's retail revenue for the purpose of
determning rate spread, given the Conm ssion's order to
I ncl ude the revenue related to the renewabl e procurenent
to determ ne the Schedule 32 rate spread in the 2020
rate case, it would not be consistent or reasonable to
excl ude those revenues in determ ning the Schedul e 32
rate spread for the requirenent associated wth those
sane wind plants in this proceeding.
Thi s concl udes ny sumary.
Q Thank you.
MR RUSSELL: M. Bieber is available for
cross-exam nati on and Conm ssion questi ons.
CHAI R LEVAR  Thank you, M. Russell.
"Il go to M. Moore first. Do you have any
guestions for M. Bieber?
MR. MOORE: No questions. Thank you.
CHAI R LEVAR.  Thank you.
M. Jetter?
MR. JETTER | have no questions. Thank you.
CHAIR LEVAR Ms. Wegener?
M5. WEGENER  Just -- just a short I|ine.
CROSS- EXAM NATI ON
BY M5. WEGENER
Q CGood afternoon, M. Bieber.

A. (Good afternoon.
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Q Do you -- have you reviewed the other
testinony filed inthis -- in this proceedi ng?

A.  Yes, | have.

Q And do you understand that the DPU s position
Is that the base EBA should not be nodified as part of
t he Conpany's application?

A. That's ny understandi ng.

Q And if that happens then the -- and the
Conmi ssion grants the Conmpany's application, that
results in a rate increase, right?

A.  Yes, that's also ny understanding.

Q Does that change your position at all about
the way that the Schedule 32 rate spread should be
I mpl enent ed?

A It mght. You know, my concern -- so ny
primary recommendation is that the rate design should be
designed so that the delivery -- the facilities and
power charges for Schedule 32 are set to recover the
sanme |l evel of revenue as the delivery and facility
charges for Schedule 9. So that does not change.

However, if you are contenplating a result
where the revenue requirenent for the wind facilities
Is -- you know, if you're only increasing the result --
|'"msorry, if you' re only increasing the revenue

requi rement for the wind facilities, then you woul d
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still have an inconsistency with the Conpany's proposed

nmet hod and the Conmi ssion's proposed net hod.

recommendation. And it does not mtigate the

I nconsi stency that | have descri bed between the two

net hods.

Q

M . Bi eber.

t he st and.

So it does not change ny primary

Ckay. Thank you.

M5. WEGENER: That's all the questions | have.
CHAI R LEVAR  Thank you, Ms. Wegener.

Any redirect, M. Russell?

MR RUSSELL: No. Thank you.

CHAI R LEVAR.  Thank you.

Comm ssi oner O ark?

COW SSI ONER CLARK:  No questions. Thank you.
CHAI R LEVAR  Comm ssi oner Allen?
COMM SSI ONER ALLEN: No questi ons.

CHAIR LEVAR. | don't have any either.

Thank you for your testinony this afternoon,

MR BI EBER.  Thank you.
MR. RUSSELL: UAE next calls Kevin Higgins to

CHAI R LEVAR. (Good afternoon, M. Hi ggins.
MR. HHGA NS: Good afternoon.
CHAIR LEVAR. Do you swear to tell the truth?
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MR H GANS: | do.
CHAI R LEVAR.  Thank you.
KEVI N H G3E NS
DI RECT EXAM NATI ON
BY MR RUSSELL:

Q Could you state and spell your nane for the
record, please?

A. Kevin C. Hggins. K-e-v-i-n, mddle
initial C Hi-g-g-i-n-s.

Q And can you tell us who you work for and on
whose behal f you offer testinony in this proceeding?

A Yes. |I'ma principal in the firm Energy
Strategies, and |'m here on behalf of the Uah
Associ ation of Energy Users.

Q And have you submtted prefiled direct and
surrebuttal testinony in this proceedi ng?

A.  Yes, | have.

Q Specifically, did you prepare and cause to be
filed direct testinony |abeled UAE Exhibit [.0 with
associ ated exhibits -- UAE Exhibits 1.1 and 1.2, and
surrebuttal testinony that was | abel ed UAE Exhibit 3.07?

A.  Yes, | have.

Q And with respect to your prefiled testinony in
this proceedi ngs, do you have any corrections to make?

A. | have a typo to correct on -- in ny
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surrebuttal testinony. On line 109, the word there
should be "prefiled," not "prefled."
| have no other corrections.
Q GCkay. And if you are asked the same questions
today that were posed in your prefiled testinony, would
you provide the sane answers, except spell that word

correctly?

A.  Yes.
Q Ckay.
MR RUSSELL: And at this point, I'll nove for

t he adm ssion of M. Hi ggins' testinony.
CHAIR LEVAR. Pl ease indicate if anyone
objects to that.
| don't see any, so the notion is granted.
BY MR RUSSELL:
Q Have you prepared a summary of your testinony
for us today?
A.  Yes, | have.
Q Pl ease proceed.
A. (Good afternoon, Conmm ssioners. | recomrend
t hat Rocky Mountain Power's request for approval of the
base revenue change for the TB Flats and Pryor Muntain
W nd projects be rejected because the Conpany's
appl i cati on does not reasonably neet the criteria for

approval of a mmjor plant addition.
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The application fails at two levels. First,
as a threshold matter, UAE opposes any desi gnation of
the TB Flats and Pryor Mountain wi nd projects as plant
addi ti ons under the major plant addition statute as both
of these facilities are already included in rate base in
their entirety.

Specifically, the entire anount of the
TB Flats plant services, as projected by the Conpany in
that case -- in the rate case, was included in a rate
base starting in June 2021. And the entire anmount of
the Pryor Mountain plant in-service as projected by the
Conpany in the rate case was included in a rate base
starting in July of 2021.

| acknow edge that the measurenent of plant
i n-service differs depending on whether it is nmeasured
on an average of 2021 basis, as was done in the general
rate case, or an average of 2022 basis, as proposed in
t he Conmpany's mmjor plant additions filing, and that the
measurenent i s sonewhat greater using an average of 2022
basi s.

But the fact remains that the rate making
treatnment in the general rate case took account of the
full amount of plant brought into service. There is
no addition to plant in the major plant addition

filing that was not already in rate base in the general
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rate case. And, logically, UAE maintains that the major
pl ant addition designation should be applicable only to
plant that is not already included in rate base.

Secondly, the application should al so be
rejected even if these plants are construed to be
additions. To be considered a major plant addition
under the statute, the investnent nust exceed
one percent of the Conpany's rate base allocated to Utah
as determned in the Conpany's nbst recent rate case.

In a rate-making context, they could |ogically
only be considered to be additions on an increnental
basis; that is, one would have to exam ne whet her the
I ncrenental change in the neasurenent of plant
i n-service for each plant exceeds one percent of Utah
rate base.

And as | denonstrated in nmy confidential
testinony, using Rocky Muntain Power's nunbers, the
I ncrenental neasurenent of plant in-service for the
TB Flats and Pryor Mountain projects relative to what is
already included in rate base fails to neet the one
percent threshol d.

Rocky Mbuntai n Power presents the application
as a reduction in Uah base revenue of $4.1 million.

And while this is technically correct, the base revenue

reduction is caused by including increnental production
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tax credit and increnental net power cost benefits in
base rates. However, 100 percent of these increnental
benefits would flow to custonmers anyway through the
ener gy bal ancing account if the Conpany's application
was not made, or if it was rejected by the Conm ssion.

Thus, if the major plant addition were to be
approved, the actual net inpact to custoners would be an
i ncrease to plant revenue requirenent of $6.7 mllion
per year; that is, this MPAfiling represents a net rate
increase to Utah custonmers of around $6.7 mllion, not a
net reduction of $4.1 mllion.

That concl udes ny summary.

Q Thank you.

MR RUSSELL: M. Higgins is available for
cross-exam nati on and Conmm ssi on questi ons.

CHAI R LEVAR. Thank you, M. Russell.

M. Moore, do you have any questions for
M. Hi ggins?

MR. MOORE: No questions. Thank you.

CHAIR LEVAR M. Jetter?

MR. JETTER | have no questions. Thank you.
CHAIR LEVAR: Ms. \Wegener?
M5. WEGENER: | al so have no questions. Thank

you.

CHAI R LEVAR. kay. Conm ssioner O ark?
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COMM SSI ONER CLARK:  No questions. Thank you.

CHAI R LEVAR.  Thank you.

Conmi ssi oner All en?

COW SSI ONER ALLEN:  No questions. Thank you.

Dl RECT EXAM NATI ON BY THE COWM SSI ON
BY CHAI R LEVAR

Q GCkay. M children tell nme | repeat nyself too
much, but I'mgoing to ask the sanme question |'ve asked
three other tinmes because |'mjust curious of your
opi ni on.

This is a hypothetical. Consider that if the
utility built a wind facility that qualified for PTCs,
and it cane in service 20 nonths after the nost recent
GRC, so it's not in rate base. A year or tw go by
wi t hout another GRC being filed. Wat should be the
treatment of the PTCs and ot her net power cost benefits
in the EBA for a plant that is entirely out of rate
base?

A. First, let ne say | appreciate you repeating
yourself. | appreciate the opportunity to address the
questi on.

Let me first nention that | believe there's
precedent for the situation you described, at least with
respect to net power costs. Because if we |ook at the

Conpany's EB 2020 investnments, with the exception of
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TB Flats, which cane in after -- came in full after
January 1, 2021, and if we | ook the Conpany's repowering
I nvestnments that they nmade that cane into service prior
to January 1, 2021, the net power cost benefits from

t hose investnents did flow through the EBA, to the best
of my knowl edge. And so -- and yet those plants were
not yet recogni zed in base rates.

Now, the PTC treatnent was different because
at the tine those plants cane into service, the
production tax credits were treated in rate-nmaking
context as a base revenue requirenent item And so
until the rate effective period of the |ast rate case,
that is until, you know, January 1, 2021, the Conpany
held the benefit -- received the benefits of the
production tax credits fromthose investnents, but they
were reflected in rates going forward.

Now, with production tax credits also fl ow ng
t hrough the EBA, that would be a new situation. And ny
answer to your question about what should happen woul d
be as follows. Unless the plant were declared to be a
merchant facility and not intended to serve U ah
custoners, then | believe that the net power cost
benefits and the production tax credit benefits shoul d
be recogni zed as benefits to Utah custoners, but

deferred because the question would remai n whet her the
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pl ant, under this hypothetical, would ultinmately be
I ncl uded or accepted as a prudent investnent by the
Conmmi ssi on.

At such tinme that the investnent were
determ ned to be a prudent investnent, then | believe it
woul d be appropriate for the deferral to be recognized.

But nmy answer is generally, you know, simlar
to what Dr. Powell said. | believe that we -- you know,
t he Comm ssion has adopted a nunmber of mechani sms,
generally at the Conpany's request, whether it be the
EBA or whether it be the inclusion of production tax
credits in the EBA, and | believe it is hazardous to
begin to try to cherry-pick or color code the net power
cost benefits or the production tax credit benefits
dependi ng on the prior rate making treatnment of the --
of the plant that's generating these.

We have an integrated system The plants are
operated. And if one were to just all of a sudden say,
"Well, we're not going to recognize the -- you know, the
net power cost benefits to -- you know, to customers or
the production tax credit benefits to custonmers from

these facilities,” then you're really running sort of a
counter-factual analysis, | think, on what the -- what
occurs in the MPA case.

So | think the right balance to strike is to
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recogni ze that these nechanisns are in place, largely
requested by the Conpany, and | think in the interest of
mtigating shareholder risk, | think the Conpany has to
t ake, you know, the pros and the cons. Wen they --
when they do that, | think the benefit should flow to
custoners irrespective of whether the plants are in --
recogni zing the revenue requirenent in base rates, but

| think it would be appropriate to defer those benefits
subject to the ultinmate disposition of the plant and the
general rate case.

Q Ckay. Thank you very nmuch, M. Higgins.

Let nme just clarify, your suggestion for a
deferral is only for the hypothetical where it has not
been a prudent determination, is that --

A. Exactly. Very limted situation where there
has not been a prudent determ nation, and there has not
been a prior approval sought by the Conpany. Sinply
this hypothetical where they built the plant, it's
operating, but the Conpany hasn't sought any type of
revenue recognition, which makes it a novel hypotheti cal
in my experience, but still it could happen.

But nevertheless, | do think, yes, they would
be that [imted circunmstance of where | think a deferral
woul d be appropri ate.

CHAIR LEVAR  Thank you. | don't have any
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ot her questions. Thank you for your testinony this
af t er noon.

MR. H GA NS: Thank you.

CHAIR LEVAR  Anything el se, M. Russell?

MR. RUSSELL: UAE has no additional wtnesses.

CHAIR LEVAR. Ckay. Anything else from
anyone?

MR RUSSELL: Unless the Comm ssion wants to
hear argunment on the notion for sunmary judgnent that
has been filed? |'mhappy to provide it, but that's
subject to the Conm ssion's desire to hear it.

CHAIR LEVAR W didn't conme to the hearing
prepared with questions we wanted to ask on that issue.
W' re not opposed, but we're not -- | don't think we're
in a position where we're requesting that.

MR, RUSSELL: What |'ll say here is that ny --
ny --

CHAIR LEVAR. And if |I'm speaking differently
fromhow either of ny colleagues feel, please junp in

But we weren't planning -- | don't think we
were planning to request it, but we're not opposed to it
If the parties want to, if |I'msaying that correctly.

MR, RUSSELL: Yeah, it's ny position that if
you're -- if you're wanting to hear it, |'mhappy to

giveit. | don't -- | don't require that you sit here
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and watch ne talk at you.

My viewis an oral argunent is for the benefit
of the decision-nmaker here. And if you think you've
got -- if the Commi ssion believes it has everything it
needs in the filed paperwork, then |'msatisfied.

CHAIR LEVAR. Ckay. Well, I'll repeat nyself
again | guess just to say we're not requesting it. If
any party wants to request it, please do so right now.

Not seeing any. |'mlooking left and right to
see if we're in a good place. Ckay.

Ckay. Anything else from anyone?

kay. We are aware of the statutory deadline
for issuing an order in this matter.

And with that, we're adjourned.

(Hearing adjourned at 1:23 p.m)
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REPORTER S CERTI FI CATE
STATE OF UTAH )
COUNTY OF UTAH 3

I, DEIRDRE RAND, a Certified Court Reporter and
Regi st ered Prof essional Reporter, hereby certify:

THAT t he foregoi ng proceedi ngs were taken before
me at the tine and place therein set forth, at which
time the witnesses were placed under oath to tell the
truth, the whole truth, and nothing but the truth; that
t he proceedi ngs were taken down by ne in shorthand and
thereafter ny notes were transcribed through
conput er - ai ded transcription; and the foregoing
transcript constitutes a full, true, and accurate record
of such testinony adduced and oral proceedi ngs had, and
of the whol e thereof.

| further certify that | amnot a relative or
enpl oyee of any attorney of the parties, nor do | have a
financial interest in the action.

I have subscribed ny name on this 14th day of

Decenber, 2021.

S

DEI RDRE RAND, RPR, CSR, CCR
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