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Are you the same Chad A. Teply who previously submitted testimony in this case
on behalf of Rocky Mountain Power (“Company”), a division of PacifiCorp?
Yes.

PURPOSE AND SUMMARY OF TESTIMONY
What is the purpose of your surrebuttal testimony in this proceeding?
I support the Company’s proposal to construct and procure new wind resources (“Wind
Projects”) and to construct the Aeolus-to-Bridger/Anticline transmission line and
network upgrades (“Transmission Projects”) (collectively, the “Combined Projects”),
by responding to the supplemental rebuttal and surrebuttal testimony submitted by the
Utah Division of Public Utilities (“DPU”) witnesses Dr. Joni S. Zenger, Mr. Daniel
Peaco, and Mr. Charles E. Peterson, and the second rebuttal testimony of Office of
Consumer Services (“OCS”) witness Mr. Philip Hayet.
Please summarize your testimony.
As development activities and contract negotiations progress, the Company continues
to prudently and successfully mitigate many of the risks of the Wind Projects that the
other parties discuss in their testimony, and the Combined Projects continue to fit
squarely within the public interest. The Company has made excellent progress in its
negotiations with counterparties in support of all of the Wind Projects since its February
2018 supplemental direct and rebuttal testimony filing. | will provide status updates
and additional information on the nominal 500-MW TB Flats | and 1, the nominal 250-
MW Ekola Flats, and the nominal 400-MW Cedar Springs projects in this testimony.
As discussed by Company witness Ms. Cindy A. Crane in her surrebuttal testimony, to

address intervenor concerns (see, e.g., Peaco Supplemental Rebuttal and Surrebulttal,
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lines 673-736) and align the request before this Commission with the stipulations in
Wyoming and Idaho, the Company is removing the nominal 161-MW Uinta project
from the Wind Projects for which the Company is seeking approval.

The Company has continued to prudently adjust its development and
negotiations schedules for the Wind Projects to accommodate changing procedural
schedules across our various ongoing parallel-path regulatory proceedings. While
Dr. Zenger characterizes these schedule adjustments as a failure to maintain project
schedules and introduction of additional project risks (Zenger Supplemental Rebuttal
and Surrebuttal, lines 409-419), that simply is not the case. The Company has
successfully accommodated changing regulatory schedules through its positive
working relationships with shortlisted counterparties to ensure that the results of
ongoing regulatory proceedings can be accommodated in final definitive agreements.
The off-ramps the Company has committed to maintain as the Combined Projects are
reviewed and implemented remain viable through this early project-development
timeframe. These types of implementation activities are typical of any project-
development process and, as discussed in my previous testimony in this docket, the
Company has extensive experience addressing and mitigating risks associated with
project development.

Following completion of the 2017R Request for Proposals process, and as final
contract negotiations progress, the cost and commercial risks associated with the
Combined Projects continue to decrease. The Company is engaged in negotiation of
definitive engineering, procurement, and construction (“EPC”) contracts with the

selected contractor, as well as final turbine-supply agreements (“TSA”), for the 500-
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MW TB Flats I and Il project and the 250-MW Ekola Flats project. The Company is
also engaged in negotiation of definitive agreements for the 200-MW build-transfer
agreement (“BTA”) and the 200-MW power-purchase agreement (“PPA”) for the Cedar
Springs project. All key counterparties for these Wind Projects have now been selected
and firm competitive market pricing for these projects has been received. Because the
Company withdrew the request for a certificate of public convenience and necessity
(“CPCN?”) for the 161-MW Uinta project in the Wyoming Public Service Commission
proceeding, negotiation of a definitive BTA for that project has been suspended.

Overall, the Company continues to timely develop and implement the Wind
Projects with a focus on delivering customer benefits, while retaining the level of
transparency regarding procurement, development, and permitting activities for the
Wind Projects as originally committed to in our application in this docket. The
Company objects to the conditions proposed by OCS witness Mr. Hayet as unnecessary,
unprecedented, and beyond the regulatory compact.

RISKS OF COST OVERRUNS ARE OVERSTATED AND HAVE BEEN
MITIGATED

Dr. Zenger, Mr. Peaco, and Mr. Hayet state that the Company should be willing to
bear the risk of construction delays and cost overruns. (Zenger Supplemental
Rebuttal and Surrebuttal, lines 457-459; Peaco Supplemental Rebuttal and
Surrebuttal, lines 1252-1269; Hayet Second Rebuttal, lines 958-962.) Has the
Company stated its willingness to do so?

Yes. Contrary to the parties’ contentions, the Company has committed and remains
committed to bearing the consequences of construction delays or cost overruns that are

in the Company’s control, including the risk of delivering the Wind Projects in a manner
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that ensures eligibility for production tax credits (“PTCs”). This commitment is further
described by Ms. Crane and Company witness Ms. Joelle R. Steward in their respective
testimonies in this docket.

While a hard cap at current estimates with no opportunity for recovery of
prudently incurred costs above the hard cap is not appropriate for major projects at this
stage of development and implementation (meaning the pre-approval stage), the
Company is committed to prudently managing unforeseen circumstances to deliver the
Combined Projects and presenting its case for recovery, recognizing that the
Commission will ultimately determine whether any such actions and costs were
prudently deployed. The Company has historically prudently managed very similar
projects through development, implementation, and operation, and the Commission
should have the opportunity to review all costs incurred to implement the Company’s
resource additions. Furthermore, the statutory construct in Utah already provides
customers with protection from imprudent cost overruns, as discussed later in my
testimony and by Ms. Crane and Ms. Steward.

What conditions has the Company placed on the controllable risks discussed
above?

The Company conditioned its guarantee to provide PTC-eligible Wind Projects to
activities for which the Company can control, clearly noting exceptions for force
majeure and changes in law. The Company will present the facts and circumstances
associated with either of these conditions, should they arise, for prudence review by the
Commission. This condition, however, would not alter the Company’s commitment and

responsibility to, in conjunction with its contractors and counterparties, take
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commercially reasonable efforts to mitigate any impacts on the Combined Projects
from a force majeure event or a change in law.

Mr. Hayet claims the Company refuses to extend the assumption of risk for cost
overruns caused by its contractors. (Hayet Second Rebuttal, lines 939-942.) Is this
correct?

No. Mr. Hayet relies on the Company’s response to OCS data request 16.7 in making
this assertion, claiming that in that response the “Company essentially explained that if
the transmission delay is caused by the performance of one of its contractors,
PacifiCorp should not be held responsible for that.” (Hayet Second Rebuttal 939-941.)
But Mr. Hayet completely misstates the Company’s response, which is attached to this
testimony as Exhibit RMP __ (CAT-1SR). In that data request, OCS asked whether the
Company was willing to absorb the risk of loss of receiving full PTC benefits if the
Company needs to use the round-robin approach to operate the Wind Projects. The
Company responded that use of the round-robin approach—in and of itself—would not
indicate that the Company’s performance was less than adequate, and therefore all
circumstances would need to be considered to determine whether any loss of PTC
eligibility was due to Company performance or due to some other factor. The Company
did not disavow responsibility for its contractor’s actions in the response—in fact,
contractors are not even mentioned.

Have the size and locations of the Wind Projects changed “materially” over the
course of this case as Mr. Peaco claims (see, e.g., Peaco Supplemental Rebuttal and
Surrebuttal, lines 601-603)?

No. Two of the three Wind Projects (Ekola Flats and TB Flats | and Il) are the same
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size and in the same location as when the projects were presented as benchmarks in the
Company’s initial filing. The table attempting to show the material differences in size
in Mr. Peaco’s testimony shows this consistency. (Peaco Supplemental Rebuttal and
Surrebuttal, page 30, Table 2; see also, Hayet Second Rebuttal, pagel4, Table 1.) The
third project—Cedar Springs—is located in eastern Wyoming, which is not surprising
and is consistent with the Company’s 2017 IRP and the Company’s initial filing. Table

1 below shows that the size changes are not as drastic as the parties claim:

TABLE 1
Direct Supplemental 2" Supplemental Surrebuttal
Testimony Testimony Testimony
McFadden Ridge |1 110 109 -- --
Ekola Flats 250 250 250
TB Flats | and 11 500 500 500 500
Cedar Springs -- 400 400 400
Uinta 161 161 -
Total 860 1,170 1,311 1,150
Q. Dr. Zenger states that the Company’s changes to the final shortlist have caused
“large cost differences” that make it “unreasonable to expect that other elements
of the cost-benefit projection will not shift significantly in coming years.” (Zenger
Supplemental Rebuttal and Surrebuttal, lines 239-247). Is this a fair statement?
A. No. The Company has been clear from the beginning of this case that the costs of the

Wind Projects would change as the 2017R RFP process progressed. Dr. Zenger’s
position is based on her statement that the “total projected capital costs increased by
$345 million in the span of two months, between the January and February filing.”
(1d., lines 239-240.) Although Dr. Zenger recognizes that the capital cost increase was
due to the removal of McFadden Ridge Il (a 109-MW project) and the addition of Ekola

Flats (a 250-MW project), Dr. Zenger treats the increase as the result of poor cost
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REDACTED

estimation, hinting that cost could shift further in the future. But this is not a reasonable
conclusion. The cost estimates for the benchmark projects that were presented as
proxies in our initial filing, then ultimately selected in the 2017R RFP, have not
changed significantly and, in fact, the costs of owned resources have decreased on a
per-kilowatt basis by. percent over the course of this case, as discussed further by
Company witness Mr. Rick T. Link.

Dr. Zenger also expresses concerns that all of the contracts are not yet final,
claiming this creates cost uncertainty. (Zenger Supplemental Rebuttal and
Surrebuttal, lines 77-79, 300-301.) Is this consistent with DPU’s position in past
cases?

No. Dr. Zenger’s concern that all of the contracts are not yet final is inconsistent with
DPU’s prior testimony in a different case. The case involved the installation of selective
catalytic reduction systems at the Jim Bridger plant, and DPU testified that executing
all contracts before filing for pre-approval created risk:

[A] sequential process starting with the Company’s RFP for EPC
contractors and ending with an order in the pre-approval process
could easily take up to a year or more. Requiring an EPC bidder
to honor its price and other bid features for that long would likely
put the bidder in an untenable position. For example, commaodity
prices, as we have seen, can move substantially in a short period
causing the bidder’s construction costs to also move
substantially. The Company appears to have mitigated this risk
and possibly enhanced the competitiveness of its bidding
process by running the two processes—the RFP for EPC
contractors and the pre-approval process—simultaneously.
Therefore, the Division believes that conditional approval of the
Company’s decision as previously discussed is a reasonable
approach and would be in the public interest.
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In the Matter of the Voluntary Request of Rocky Mountain Power for Approval of
Resource Decision to Construct Selective Catalytic Reduction Systems on Jim Bridger
Units 3 and 4, Docket No. 12-035-92, DPU Exhibit 1.0 Dir, lines 89-98 (Nov. 20,
2012.) In this case, the Company has taken the same approach that DPU previously
supported to mitigate customer risk.

Mr. Peterson cites the Utah independent evaluator’s concerns that the capital costs
for the one of the benchmark bids was significantly lower than any of the BTA
bids, requiring greater scrutiny. (Peterson Supplemental Rebuttal and
Surrebuttal, lines 235-245.) How do you respond?

The Company believes that its competitive market engagement of top tier EPC
contractors and wind turbine generator suppliers prior to submitting its proposals for
the benchmark bids to the 2017R RFP actually reflects a greater level of scrutiny and
confirmation than the BTA bids submitted into that process. While the Company was
able to incorporate significant cost reductions in its benchmark proposals, as described
above, as compared to the proxy project cost information submitted in our initial filing,
those cost reductions were a direct result of the Company’s efforts to formally engage
the competitive market in support of its benchmark proposals. The Company has
additionally restated its commitment to prudently managing unforeseen circumstances
to deliver the Combined Projects and present its case for recovery, recognizing that the
Commission will ultimately determine whether any such actions and costs were

prudently deployed.
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Has the Company continued to confirm its cost assumptions and commercial
terms and conditions for the Wind Projects since its February 2018 supplemental
filing?

Yes. The Company is currently finalizing its EPC contracts for the TB Flats | and 11
and the Ekola Flats projects with a target date to have executable agreement in hand by
May 31, 2018, and its TSA contracts for those projects by June 15, 2018. This date is
indeed different than the date shown in the project-implementation timeline in my
February 2018 testimony, as Dr. Zenger notes (Zenger Supplemental Rebuttal and
Surrebuttal, lines 412-413), but has been intentionally adjusted by the Company and
its counterparties to remain aligned with the all of the procedural schedules for the
regulatory review of the Combined Projects and to ensure that final agreements can be
informed by the results of our regulatory reviews.

Similarly, the Company is currently negotiating the BTA and PPA contracts for
the Cedar Springs project with a target date for an executable agreement by
July 15, 2018. This date allows time to have the respective commission orders in hand
before execution and also provides for internal approval schedules that this specific
counterparty must manage as part of its corporate governance.

In each case, these target dates continue to fully support in-service dates for the
Wind Projects by year-end 2020 as currently contemplated in ongoing negotiations:

TB Flats I and 1I:
« Firm price EPC and TSA offers received/complete;
« Executable EPC contract by May 31, 2018;
» Executable TSA contract by June 15, 2018;
« Full notice to proceed by April 1, 2019;
+ Contract in-service date November 15, 2020.
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Ekola Flats:

« Firm price EPC and TSA offers received/complete;
Executable EPC contracts by May 31, 2018;
Executable TSA contract by June 15, 2018;

Full notice to proceed by April 1, 2019;
Contract in-service date November 15, 2020.

Cedar Springs:
«  Firm price BTA offer received/complete;
« Executable BTA contract by July 15, 2018;
« BTAfirm/ pre-closing date by July 1, 2019;
« Contract in-service / closing date November 26, 2020.

Has the Company been granted conditional CPCNs for the Combined Projects
since its February 2018 supplemental filing in this docket?

Yes. The Company received conditional CPCNs for the Combined Projects from the
Wyoming Public Service Commission via bench order on April 12, 2018. As requested
and expected, the CPCNs are conditioned upon the Company obtaining the necessary
rights-of-way to construct the respective projects. There is no new risk here, with
majority of rights-of-way for the Wind Projects already secured and rights-of-way
acquisition for the Transmission Projects well underway. The timeline for the
Combined Projects continues to support a reasonable schedule for rights-of-way
acquisition and the appropriate off-ramps for the Combined Projects should the costs
of rights-of-way acquisition materially reduce customer benefits or the timing of
acquisition create unacceptable schedule risk. Of most significance, the Combined
Projects’ critical-path schedule requires the ability to provide full notice to proceed for
the 140-mile, 500 kV transmission line portion of the Transmission Projects by

April 1, 2019.
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Are the remaining permits that Dr. Zenger identifies as critical outstanding risks
(Zenger Supplemental Rebuttal and Surrebuttal, lines 409-427) being actively
managed as part of the normal course of development of the Combined Projects?
Yes. In alignment with the timelines for the Combined Projects, the Company and
individual developers of the Wind Projects are actively engaged with state and local
permitting agencies in developing the appropriate permit applications and procedural
schedules. For each of the Combined Projects, the agencies have been directly engaged
to identify and facilitate the most workable procedural schedules and to ensure that the
level of project information provided best facilitates timely and successful review. In
general, the permitting agencies feedback has been positive and supportive of the
Combined Projects to date.

In particular, the currently contemplated application and hearing timeframes for
the Combined Projects with the Wyoming Industrial Siting Division (“ISD”) are as
follows:

Transmission Projects
« ISD application to be filed July 19, 2018;
« ISD hearing anticipated October 15-19, 2018.

TB Flats I and II:
« ISD application filed March 27, 2018;
« ISD hearing anticipated June 21-22, 2018.

Ekola Flats:
« ISD application to be filed June 11, 2018;
« ISD hearing anticipated September 6-7, 2018.

Cedar Springs:
« ISD application to be filed by March 25, 2019;
« ISD hearing anticipated by June 20-21, 2019.
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Applications for county conditional use permit and hearing timeframes are also
being established.

While Dr. Zenger argues that the Company is over-optimistic with its efforts to
mitigate permitting and other remaining project risks, the first-hand experiences of the
Company representatives responsible for delivering these individual work scopes, and
their engagements with counterparties on these activities, continue to support the
Company’s perspective.

Dr. Zenger expresses concerns based on the opposition of several landowner
intervenors in the Wyoming CPCN proceeding. (Zenger Supplemental Rebuttal
and Surrebuttal, lines 427-452.) Please describe the Company’s experience with
the landowner intervenors in that docket.

While the list of intervenors that participated in the Wyoming CPCN proceeding did
indeed include the six entities identified by Dr. Zenger (Rock Creek Wind, LLC
intervened as a 2017R request for proposals participant and subsequently withdrew),
the Company successfully engaged all of the landowner intervenors except one and
reached preliminary agreements regarding rights-of-way acquisition terms and
conditions. These successful discussions allowed all but one of the landowner
intervenors to withdraw from the CPCN proceeding before its conclusion. The
Company remains engaged with the sole remaining landowner intervenor from the
Wyoming CPCN proceeding, as well as the other identified landowners associated with
the Combined Projects, and fully understands the complexities of rights-of-way
acquisition. The Company continues to believe that its rights-of-way acquisition

experience, approach, and schedule will prove successful. If rights-of-way acquisition
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requires litigation, the Company has allowed reasonable time for that process. The
Company is also maintaining the Combined Projects timeline to include off-ramps if
rights-of-way acquisition is not successful.

Dr. Zenger raises a concern with the Company’s assumption of a 30-year wind
project life. (See Zenger Supplemental Rebuttal and Surrebuttal, lines 343-356.)
Has the Company assessed the viability of a 30-year wind project life assumption?
Yes. In fact, Dr. Zenger also acknowledges that the Company’s currently approved
wind resource depreciable life for Utah ratemaking purposes is 30 years. The Company
continues to believe that 30 years is appropriate. While Dr. Zenger raises the possibility
that this could change in the future, she provides no evidence that 30 years is
unreasonable or technically infeasible. Instead, Dr. Zenger notes that there are other
projects in the United States using 25-year lives. But there are also other projects that
use longer depreciable lives. (See, e.g., S&P Global—Platts, “lowa Regulator Backs
2,000-MW MidAmerican Wind Energy Project,” August 29, 2016 [noting a 40-year
depreciable life for the wind projects].)

Dr. Zenger also states that there is a potential risk of investing prematurely in new
wind projects when the industry is experiencing rapidly changing technologies.
(Zenger Supplemental Rebuttal and Surrebuttal, lines 362-365.) Is investment in
the Wind Projects premature?

No. In fact, with each new generation resource project, the Company has historically
deployed the then-current, commercially proven technology resources, whether
renewable or natural-gas fueled. Recognizing that the Company will be serving the

energy needs of its customers for decades to come, we fully expect and hope that
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technology improvements and cost reductions will continue to be identified as
generation resource needs are identified and implemented in the future. The Combined
Projects timeline, however, presents a single point in time for our customers to benefit
from currently available production tax credits and currently available, commercially
proven wind-turbine equipment. Technologies are always developing over time; it is
not feasible or reasonable to chronically delay action to wait for the next round of
technological developments. At some point—based on resource need and economics—
the decision that acting now is prudent and in the best interest of customers must be
made. For wind technology, that time is now, while full PTCs are available to reduce
the costs of these zero-fuel-cost renewable resources for customers.

Mr. Hayet proposes several conditions for the Commission to require of the
Company under any approval of the Combined Projects, including a
recommendation to impute a 95 percent of estimate capacity factor guarantee,
limitations on initial capital cost recovery, and limitations on future O&M and
capital expenses. (Hayet Second Rebuttal, lines 958-976.) Do you agree with
Mr. Hayet’s proposed conditions?

No. Requiring the Company to guarantee these future outcomes is an unnecessary,
unprecedented, and unsupported set of conditions that goes well beyond the existing
regulatory compact.

Is Mr. Hayet’s recommended guarantee of 95 percent of estimated capacity factor
reasonable?

No. | addressed capacity-factor guarantees in my rebuttal testimony, explaining why

the imputation of the estimated capacity factor is unreasonable. (Teply Supplemental
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Direct and Rebuttal, lines 575-626.) The Company has used the best information
currently available and industry-recognized methodology to estimate the production of
the new Wind Projects. Actual wind production is an example of an item beyond the
Company’s control and inherently variable, as would be expected when using an annual
50-percent probability (“P50”) approach. The Company and this Commission have
administered the variability of the Company’s existing wind fleet consistently using
this approach within the existing regulatory compact over the last decade of operational
life for the Company’s existing wind resources.
Is Mr. Hayet’s condition on initial capital-cost recovery reasonable?
No. | have discussed my objection to a hard cap set at the cost estimates in this case
earlier in testimony. (See, e.g, Teply Supplemental Direct and Rebuttal, lines 558-574.)
To expand on those arguments, the Company prudently and ardently negotiates its
contract terms and conditions to mitigate many of the risks discussed by the intervenors
in this case. For example, the EPC, TSA, and BTA agreements for the Wind Projects
will have robust risk-mitigation provisions, including fixed construction costs, terms
and conditions to guarantee on-time delivery of the resources, counterparty
representations and warranties, and commercially available indemnities and securities.
The Company is currently engaged with each of the Wind Project developers, and with
the EPC contractors and wind-turbine-generator suppliers, to finalize definitive
agreements in parallel with the ongoing regulatory reviews of the Combined Projects.
The Company is also continuing with its engagement and support of each of the
Wind Projects as their individual project-development activities continue with state and

local permitting activities, public outreach, engagement of state and federal wildlife
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agencies, as well as landowners, leaseholders, and affected mineral rights holders,
where applicable.

Nonetheless, even with all of these Company efforts and the expertise and
experience of the Company and its contractors and counterparties, there may still be
circumstances that results in costs above current estimates. The statutory construct in
Utah sets a soft cap at the estimates in this case, then allows the Company to show that
any cost overruns were prudent. (See Utah Cod Ann. § 54-17-303(1)(c)). Contrary to
parties’ arguments, the risks of cost overruns are the Company’s unless and until this
Commission finds that those costs were prudently incurred. This statutory construct
protects customers, and no hard cap or other protections are necessary.

Can the Company also use contracting to mitigate the risk of greater-than-
expected operational expenses and reduced equipment availability through the life
of the Wind Projects?

Yes. The Company intends to negotiate third-party maintenance contracts for the Wind
Projects that will address operations and maintenance cost and run-rate capital
expenditure risks for the Wind Projects. The Company will also negotiate availability
guarantees for the Wind Projects in any third-party-provided maintenance agreements,
as provided by the competitive market. In the Company’s ongoing wind repowering
project negotiations, the Company secured performance guarantees established at a
production rate of 97 percent of the site potential energy available, based on the wind
conditions experienced. It is reasonable to expect that similar guarantees can be
negotiated for the Wind Projects. While the Company cannot guarantee future

outcomes, development of the Wind Projects will include these important risk-
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mitigation measures, similar to those that have been included to support past
investments.

CONCLUSION AND RECOMMENDATION
What do you conclude in your surrebuttal testimony?
The Company continues timely develop and implement the Wind Projects with a focus
on delivering customer benefits, while retaining the level of transparency regarding
procurement, development, and permitting activities for the Wind Projects as originally
committed to in our application in this docket. The Company continues to successfully
mitigate the Wind Projects’ cost and commercial risks that the DPU witnesses discuss
in their testimony, and the Combined Projects continue to be prudent and fit squarely
within the public interest. The conditions proposed by Mr. Hayet are unnecessary,
unprecedented, and unsupported, with no basis to upend the traditional regulatory
compact as it pertains to the Combined Projects having been presented. The Company
respectfully requests the Commission’s approval of the Combined Projects.
Does this conclude your surrebuttal testimony?

Yes.
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