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IINTRODIJCTIIBM AND PURPOSE OF THE 
TESTIMONY 

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

My name is Olesya Denney. My business address is 61 10 Cheshire Line North, 

ARE YOU THE SAME OLESYA DENNEY WHO FILED DIRECT 

TESTIMONY IN THIS PROCEEDING? 

Yes. 

ON WHOSE BEHALF WAS THIS TESTIMONY PREPARED? 

This testimony was prepared on behalf of t l~e  Staff of the Public Utilities 

Cormnissioll of South Dakota. 

PLEASE STATE THE PURPOSE OF YOUR TESTIMONY IN THIS 

PROCEEDING. 

The purpose of this testimony is to respond to rebuttal testimonies of the Parties 

filed on June 9, 2006. Due to the shoi-t time fi-arne between the filing date of the 

reb~~ttal and s~~n-eb~lttal testimonies I address only the lllost imnpol-talt issues. 
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II. THE ENVIRONMENTAL IMPACTS 

A. The Methodology and Appropriateness of Calculating The 
Environmental lmpac t 

Q. MESSRS. HEWSON AND GRAUMAN DISAGREE WITH YOUR 

INTERPRETATION OF SOUTH DAKOTA ADMINISTRATIVE RULES 

AS IIEQUIRING QUANTIFICATION OF THX ENVIRONMENTAL 

IMPACTS.' PLEASE COMMENT. 

A. Lilce Mi. Hewson, I am leaving it to the Co~nxnission to decide on the correct 

reading of the Administrative ~ ~ ~ l e s . '  However, even if such quantification is not 

required from the Applicants by the R~~les ,  it nevertheless provides the 

Convnission with a useful tool that reduces mn~llti-dimension issues -the 

economic development and pollution - to one-dimensional net benefit estimates. 

Given that the Applicants already calculated the benefits fionl the econolnic 

development (which is not req~lired by Administrative R~lles), the comnpaison of 

these benefits to the monetary estimates of environmental damages is the next 

logical step. Tlis is especially true in the light of t l~e  fact that the envirolunental 

impact is one of the key criteria for evaluating the application (SDCL 49-41B-22). 

To q~lote another Applicants' witness, Mr. Morlock, nly analysis did "ill~uninate 

the ltey element of this pr~ceeding:"~ The controversy about this project is related 

mainly to concerns abo~lt carbon dioxide emissions, and the judgment about 

' Rebuttal Testimony of Thomas A. Hewson, pp. 28-29 and Rebuttal Testitnony of Teny Grauman, pp. 
4-5. 

ARSD 20:10:22: 13. ' Rebuttal Testimony of Bryan Morlock, p. 9. 
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whether the project is beneficial or harmfid to the cornm~mity and environlnent 

depends on how ifiuch weight the Commission should give to concerns a b o ~ ~ t  

carbon dioxide. 

Q.  INTERVlENORS MR. SCHLISSEL AND MS. SOMMER CLAIM THAT 

YOUR ANALYSIS IS FLAWED BECAUSE IT DOES NOT COMPARE 

THE BIG STONE n PROJECT TO OTHER ALTERNATIVES." DO YOU 

AGREE? 

A. No. Mr. Schlissel and Ms. So~nrner improperly expand the scope of lny analysis. 

My analysis focused on the s~lbject of this case, which is a facility sitting permit 

for Big Stone 11. The purpose of lny analysis was not to compare generation 

altelnatives, b ~ l t  to evaluate the negative environlnental impact of the Big Stone I1 

project and p ~ ~ t  this impact in perspective by comparing it to the positive 

econoinic benefits of the project. In other words, my analysis was cond~~cted 

under the ass~unption that Big Stone I1 is the least-cost generation alteinative from 

the standpoint of "internalized" inarlcet costs,' and focused on the exteiual costs 

of the Big Stone I1 project. Beca~~se nly analysis req~~ired specific infolination 

abo~it the proposed plant's emissions, it could not be duplicated for other 

generation alternatives because the record lacks the specifics about the 

engineering design and emission contsol teclu~ologies for these alternatives. 

' Rebuttal Testimony of David A. Schlissel and Anna Soinmer, pp. 4-5. ' Note that I did not address the issue ofthe comparative costs ofthe generation alternatives, but 
instead took as a starting point an assunlption that Big Stone I1 is the least-cost alternative. 
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Q.  MR. SCHLISSEL AND MS. SOMMER SPECIFICALLY DISAGREE 

THAT MORE SPENDING IN TWE LOCAL ECONOMY IMPLIES 

HIGHER ECONOMIC IMPACT. PLEASE COMMENT. 

A. Mr. Scldissel and Ms. So~nmer disagree with the basic economic theory that is 

typically covered in introductory macroeco~~omic cowses. This theory states that 

spending stimullates demand and creates a boost to the economy. Mr. Sclllissel 

and Ms. Sormner suggest that instead, I should be comparing the direct cost of the 

Big Stone I1 project to the cost of other alternatives according to the rate-making 

"least-cost" principle. As I explained above, my analysis addresses a completely 

different issue: Assruning that Big Stone I1 is the least-cost alternative (from the 

standpoint of the Applicants' cost), what is its impact on tile local cornunity and 

the environment? As I explained in my Direct Testimony, this direction of my 

analysis is dictated by the criteria for evaluation facility sitting applications 

captured in So~ltll Dakota Codified Law (SDCL 49-41B-22). 

Q. MR. MORLOCK CRITICIZES YOUR NET BENEFIT ANALYSIS FOR 

NOT COUNTING ALL THE BENEFITS."~ YOU AGREE? 

A. Yes, as I explained in nly Direct Testilllony, this shol-t-coming is due to the 

limited availability of the data. The environmental impacts ase not confined to 

state bo~mdaries,~ while t l~e  econonlic benefits - calculated by the Applicants - 

Rebuttal Testimony of Bryan Morlock, pp. 9-10. ' Direct Testimony of Olesya Demey, pp. 30-3 1. 
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' I1 consumer benefits fi-om the production of electricity - benefits that are called 

1 

2 

11 c c ~ ~ n ~ ~ u n e r  SUT~~LIS''  in economics~ and which Mr: Morloclc describes as the 

represent only South Dakota impacts.8 In addition, I explained that the 

Applicants' estimates of the economic benefits do not include the "primary" 

H c ' ~ a l ~ ~ e  to regional  customer^."^^ Because I relied on the Applicants' estimates of 

economic benefits," I coulld not quantify the degree of bias ca~lsed by the 

I1 exclusion of o~lt-of-state economic impacts and consumer S L ~ ~ L I S .  If the 

8 11. Applicants believed that out-of-state benefits or consumer s~urplus benefits are 

siglllficant, they could have ~~pdated  their economic impact estimates wit11 the 

11 omitted coinponents in their rebuttal testinloily. 

l3 11 CONSUMER BENEFITS FROM THE BIG STOME I1 PROJECT ARE 

I I 

12 

l4 11 NOT SIGNIFICANT BECAUSE THEY NAVE TO BE COMPARED TO 

Q. INTERVENORS MR. SCHLISSEL AND MS. SOMMER SUGGEST THAT 

/I least-cost alteixative. In other words, I aln assuining that under other alte~ilatives 

15 

16 

17 

whicl~ may include building additional facilities or even a "do nothing 

OTHER ALTERNATIVES. PLEASE COMMIENT. 

A. As I explain above, I adopt a different metl~odological approach than the 

Iiltei-venors. I cond~lct my analysis under the assu~nption that Big Stone I1 is the 

a Icl., p. 34. 
9 Id ,  pp. 34-35 and footnote 94. 
'O Rebuttal Testimony of Bryan Morlock, p. 10. 
" .These benefits were calc~~lated by using software applications to which I have no access. 

Page 5 
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'approach,"" electricity costs and consLmer rates would be ligher. Nevertheless, 

the Intervenors raise a good point - it is not the total consumer s ~ q l u s ,  but rather 

a gain in consLmer s~lrpl~ls from the Big Stone I1 project that sho~~ld  be accounted 

for in the total economic impact of the project. This gain in consumer suiplus is 

catwed by the decrease in consumer rates relative to the rates that would exist 

under other  alternative^.'^ Ass~ming that the Big Stone I1 project is the least-cost 

alternative, the change of consumer s~uplus from operation of Big Stone I1 would 

be positive. However, the size of this positive impact would depend on the 

difference between the rates ~mder the Big Stone I1 project and alternative 
I 

scenarios - the smaller the difference in rates, the smaller the gain in consumer 

s~lrpl~ls froin the Big Stone I1 project. 

Q. MR. SCHLISSEL AND MS. SOMMER ARE ALSO CONCERiWD THAT 

THIS PROJECT WILL CAUSE A RATE INCREASE FOR CONSUMERS. 

DO YOU SKARlE THIS CONCERN? 

A. Mr. Scldissel and Ms. Somner point to the Applicants' data response stating tllat 

residential rates of Montana-Dakota Utilities would go LIP 20% over current tariff 

as a result of Big Stone 11.'"~ I explained above, a rate increase fkom Big Stone 

' h l t h o u g h  the Intervenors point out that no party in this case proposes a "do nothing" alternative, this 
alternative is still valid for my analysis because a denial of the Big Stone I1 Application effectively 
ineans "doing nothing," at least in the short term. 

l3 As I discuss below, the rates under the Big Stone I1 project may actually increase compared to the 
current rates. However, what matters is that the rates would be even higher under other, more costly 
alternatives. 
Applicants' Response to Information Request No. 44 in MN PUC Docket No. CN-05-619, 
incorporated by reference in Applicants' Response to Intervenors' 4th Set of Requests for Production 
of Documents in this docket. 
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I1 sllould be evaluated against potential rate increases under the altemative 

scenarios, including a "do-notling" scenario. If the Big Stone II project is indeed 

the least-cost alternative, the potential rate increases ~ulder the altemative - 

scenarios wo~lld liltely be even higher. For example, in the same data response 

SIvlMPA stated that with the inclusion of Big Stone I1 as a new resource in 

service in 201 1, SMMPA expects a red~lction in file1 and p~uchased power costs 

fi-om tlle prior year. Similarly, CMMPA stated that tlle project would help to 

lower the cost of power. Nevertl~eless, the Commission sho~~ ld  be aware that the 

Big Stone I1 project may negatively affect retail rates, and that the rate increase 

may be significant. 

Q. MR. SCHIJSSEL AND MS. SOMMER SUGGEST THAT IT IS 

"UNETHICAL" FOR YOU TO NARROW DOWN THE 

ENVIRONMENTAL IMPACTS TO THE STATE OF SOUTH  DAKOTA.^^ 

PLEASE RESPOND. 

A. My conlrnent abo~lt narrowing down t l~e  envirollmental lnpacts to the state of 

So~i t l~  Dakota was of a teclmical nature. It was dictated by tlle fact that nly point 

of reference - the economic inlpacts - was limited to the state of So~rtll Dalcota 

due to the availability of data. I did not suggest that the Commission should 

ignore o~~t-of-state impacts of South Dalcota facilities. Instead, my comment was 

in recognition that my baseline analysis (the coinp;u.ison of So~lth Dakota 

ecollomic impact and the geographically ~mdefined envirollmental impact) is not 

15 Rebuttal Testimony of David A. Schlissel and Anna Sommer, pp. 2-3. 

Page 7 
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II an apples-to-apples comparison. Because I did not have the data to expand the 

economic impacts to the same geographical area as the environmental impact, my 

only other choice was to narrow down the environmental impacts. Clearly, tlGs 

was just a side note beca~lse all of my "results" tables include both in-state and 

out-of-state enviro~lmental impacts. 

Externality Values and Pollution Compliance Costs for 
Carbon Dioxide 

MR. HEWSON SUGGESTS THAT YOU RECOMMEND USING THE 

CALIFORNIA EXTERNALITY VALUE IN THE CALCULATION OF 

THE ENVIRONMENTAL IMPACT OF BIG STONE 11. IS THIS 

CORRECT? 

No. First, the word "reco~mend" is inappropriate in this context because I 

utilized the California externality adders as an alternative scenario that tests tlze 

sensitivity of results to ass~unptions. Note that my "baseline" calculatio~l utilizes 

the externality range estimated for carbon dioxide reported in the EPA literature 

survey on the subject ("EPA's C02 exte~nality range"), rather than the California 

value. 

Second, because the EPA's COz externality range is so wide, the resultillg 

estimate of tlle net inlpact of Big Stone I1 (Table 6A of my direct testimony) 

ranges from negative to positive dollar values, making qualitative concl~~sions 

diff~cult. Therefore, I decided to pick a "point estimate" &on1 the EPA's CO2 

Page 8 
3540  
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externality range. The purpose of picking a point was to show that narrowing 

down the range produces inore definite q~~alitative results. (Specifically, my 

calc~~lations showed that the net result of the project becomes positive under the 

Califonlia COa externality value). 

THE CALIFORNIA EXTERNALITY VALUE IN YOUR 

5 

6 

CALCULATIONS BECAUSE IT IS BASED ON COMPLIANCE COST, 

Q. MR. HEWSON ALSO SUGGESTS THAT IT IS INCORRECT TO USE 

explained above, I ~~til ized the Califonlia externality adder simply as a point that 

9 

10 

11 

lies within the EPA's CO2 externality range. Rather than choosing a hypothetical 

RATHER THAN AN ESTIMATE OF ENVIRONMENTAL DAMAGE? 

PLEASE COM[MIENT. 

A. Froin the pure academic staldpoiilt, Mr. Hewson is right. However, as I 

point such as "the mid-point of the range" or "lower bo~uldary plus 30%," I chose 

a "real-life" value ~~til ized by regulators. As I explained in footnote 8 1 of lily 

direct testimony, I chose the Califoinia value, rather than, for exanple, the 

l7 I1 Minnesota or Oregon values beca~lse it w&s a somewllat "moderate" mid-range 

value. Another reason for choosillg the California value ($8) over the Minnesota 

value ($3.64 used by the ~ ~ ~ l i c a n t s ' ~ )  was to show that tlle net benefit of the 

2o 11 project is positive not oilly under the Minnesota value, b ~ ~ t  even under the higher 

21 I1 California value. 

'' Rebuttal Testimony of Thomas A. Hewson, pp. 35-36. 
l7 See Exhibit 23-A to the Applicants' Direct Testimony, p. 6-1. 

Page 9 35.11 
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Q. MR. HEWSON SUGGESTS THAT INTERVENORS MR. SCHLISSEE , 

AND MS. SOMMER SHOULD HAVE USED THE MINNESOTA 

EXTERNALITY VALUES FOR CARBON DIOXIDE IN THEIR 

ANALYSIS OF GENERATION ALTERNATIVES. DO YOU AGREE? 

A. No. Mr. Hewson is contradicting l i s  own statements. In one part of l i s  

testimony he notes that my use of the California carbon externality adder, which 

is based on compliance costs, is not "logically rele~ant" '~ to estimating the 

environmental damages. In another part of l i s  testimony he advocates using the 

Minnesota PUCYs carbon externality values,lg which are based on enviro~lmental 

damages, to estimate "the fi~hu-e carbon dioxide comnpliance co~t." '~ Because Mi. 

Hewson takes a position that externality cost is not equal to comnpliance cost," l i s  

suggestion to use the externalitv costs 111 estimating compliance costs, but not vice 

versa, is nonsensical. The only explanation of Mr. Hewson's inconsistent position 

is convenience. As he points o~t," the Mi~mesota COz externality values are set 

to zero for out-of-state generation. 

I 8  Id., p. 36. 

l9 Id., pp. 5-6. 
10 Id, p. 2. " Note that only under ideal "textbook" conditions the (marginal) damage from pollution would be 

equal to the (marginal) compliance cost. These ideal conditions require that the total level of allowed 
pollution is set at the socially optimal level, whicl~ implies that the regulators possess perfect 
information about the social cost (damage) and private compliance cost functions. In reality, the 
regulators do not have such information. Instead, the allowable levels of pollution are typically set as 
targets (reductions) in relation to the current levels of pollution. 

7 7  -- Rebuttal Testimony of Thomas A. Hewson, p. 6. 

Page 10 3542 
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I1 Q. WHY ARE THE M.INNESOTA C 0 2  EXTERNALITY VALUES FOR OUT- 

OF-STATE GENERATION SET TO ZERO? DOES IT MEAN THAT 

MINNESOTA ESTIMATED ZERO DAMAGES FOR OUT-OF-STATE 

dioxide emissions.23 The rea~latorv externality values for o~zt-of-state generation 

were later set to zero to avoid j~~isdictional colnplexities and account for concerns 

about "interstate comity" expressed by several out-of-state i~ltervenors.~" 

4 

5 

POLLUTION? 

A. No, the Minnesota PUC estimated non-zero damages for out-of-state carbon 

10 

11 

l 5  I1 reported in the EPA literature survey simply because the Califolilia values are 

Q. MR. MORLOCK DISGAREES WITH THE EXTERNALITY VALUES 

THAT YOU USE." PLEASE RESPOND. 

12 

13 

14 

lower. Clearly, rejecting sonle values just because they are unfavorable is not a 

credible argument. To s~ppol-t his claim, Mr. Morloclc simnply refers to the 

A. Mr. Morlock's main arg~unent appears to be that the "range of externality values" 

that I use is "too lligl~." F~u-tl~er, Mr. Morloclc appears to be more sympatlletic to 

the C02 externality values used by the Califolilia PUC rather than the range 

testimony of Mr. Hewson, to which I responded above. 

F~ll-ther, Mr. Morlock does not seem to fillly understand the issue because 

'3 MN PUC Docket No. E-9991CI-93-583 Order dated Januaiy 3, 1997, p .  3. 
'" PUC ~ o c k e t  NO. E-999/CI-000-1636 Or&ie dated May 2,2001, p .  5. 
'j Rebuttal testimony of Bryan Morlock, p p .  8-9. 

20 
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the external damage fi-om poll~ltion) and the "carbon costsJJ used by Intervenors 

Mr. Schlissel and Ms. Sommer (values meant to represent the ApplicantsJ internal 

costs of colnpliance with carbon regulation). Wlile the fonner is a measure of 

actual objective damages that have no direct relation to the specific fonx of 

regulation (costs not generally borne by the polluter), the latter is a measure of 

private costs caused by the specific fonn of regulation (costs borne by the 

poll~lter). Because the extenlality values are not directly dependent on the 

specific fonn of poll~~tion regulation, Mr. Morlock's suggestion that they are 

subject to fithtre federal actions is witho~tt merit. Mr. Morlock's confilsion steins 

from his incorrect understanding of externalities as "penalty factors." 

Finally, Mr. Morlock rejects the use of the externality values reported in 

the EPA's literature survey on the gso~ulds that they have not been reviewed and 

subjected to fonnal rule-making in the region. Altl~ough it is true that the 

exteinality values fi-om the EPA's sluvey were not subjected to rule-making in the 

region to my knowledge, it is also hue that these values passed several levels of 

review. First, because these values me talcen from academic publications, they 

I 
passed the scn~tiny of peer review. Second, they were reviewed and s~unmarized 

by the EPA, which, Mr. Morloclc would lilcely agree, is a reputable source. Third, 

because the EPA's externality values are based on a compilatioil of studies, rather 

than 011e study, they likely present a more accurate estimate of true externalities 

than one study, even if this one study was approved in a state proceeding. In 

essence, the EPA's approach of surveying literahue is similar to asking for a 

second opinioll when faced witl~ a complex medical condition. 
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C. Externality Estimates for Criteria Pollutants 

Q. WHEN DISCUSSING CRITERIA POLLUTANTS, MR. HEWSON 

STATES T E  FOLLOWING: L'SINCE THE PROJECT WILL NOT 

CAUSE ANY AREAS TO BE IN NONATTAINMENT, BY DEFINITION 

THE PROJECT CAN BE PRESUMED NOT TO CAUSE ANY KEALTH 

A. No. A l tho~~g l~  I do not disp~lte tllat concentration of pollu~tants in the air affects 

the degree of the adverse impacts, I dispute that the issue is that clean-cut and 

textbook-simple. First, Mr. Hewsonys position assumes that the ~latiollal ambient 

air quality standards ("NAAQS") are set perfectly at the levels that cause zero 

adverse effects, while in reality we deal with a great deal of ~mcei-tainty and 

constantly cl~anging scientific lolowledge. As the Minnesota PUC noted, 

Some parties argued that there can be no damages/costs to the 
enviro~llnent as long as emissions do not cause ambient air 
concentrations to exceed the NAAQS. However, the EPA has not 
been able to lceep the NAAQS updated. They do not reflect the 
latest scientific laowledge. Based on the record establisl~ed in this 
matter, it is clear that the NAAQS cuu-rently are not necessarily set 
at no-cost  level^.'^ 

Second, Mr. I-Iewson disagrees with my argu~llent that certain poll~~tants can be 

transported far away, thus contributing to pollution in other areas. Specifically, 

Mr. Hewsou argues that particulate matter carnot be transported "h~u~dreds of 

'' Rebuttal Testimony of Thomas A. Hewson, p. 3 1. 
" MN PUC Docket No. E-999lCI-93-583 Order dated January 3, 1997, p. 16, 

Page 13 
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l ll miles."" This statement contradicts the information posted on tlle EPA site 

wlich I referenced in my direct testimony:" According to the EPA information, 

II particulate matter can be transported "thousands of miles" away from tlle 

* 11 source.30 Further, even if lead is typically not transported far away from tlle 

I1 source, it acc~mulates in soils, th~ls contrib~~ting to c-clm~zlative pollution in the 

I1 area: "Because lead remains in the soil, soil concentrations contillue to build over 

7 11 time, even when deposition rates are low."31 

Finally, from a practical standpoint the debate a b o ~ ~ t  the presence or 

I1 absence of the negative environmental impacts from criteria poll~~tants 111 

l o  I1 attainmellt areas is not very important because, as my calculation showed, it is the 

l1 I1 impact of another poll~~tant - carbon dioxide - that drives the net results. Even if 

l2 II we ignore the impact of poll~~tants other tl~an carbon dioxide, the net impact of the 

l3 11 project still lies in the range between negative (net loss) and positive (net benefit) 

l4  11 val~~es  depending on the specific assumption abo~lt the carbon dioxide's 

Q. MR. HEWSON CLAIMS THAT IT WAS INAPPROPRIATE FOR YOU TO 

ESTIMATE THE IMPACT OF MERCURY EMISSIONS BECAUSE OF 

'' Rebuttal Testimony of Thomas A. Hewson, p. 3 1. 
'' See page 31 and footnote 86. 
30 h t t p : / / ~ ~ ~ . e p a . ~ 0 ~ / a i ~ ~ d ~ / p r n r e p o r t O 3 / p n u n d e r s t a n d  2405,pdf%page=l. 

3 1  http:llwww.epa.rrov/airt1~ends/lead2.1~t1nI. 

This result can be shown by zeroing esternality values for all pollutants but carbon dioxide in Exhibit 
B to my Direct Testimony. 
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THE APPLICANTS' COMMITMENT TO CAP MERCURY EMISSIONS. 

PLEASE COiMMENT. 

A. Mr. Hewson m~lst have not realized that my testimony pre-dated the Applicants' 

commitment. Clearly, I could not have been aware on May 19, the filing date of 
8 .  

nly testimony, that on May 3 1 the Applicants would commit to the voluulta~y 

mercury emissions cap.33 Nevertheless, Mr. Hewson's commellts on the 

Applicants' vol~mtary mercury cap contain several inaccuracies. First, he states 

I1 that the Applicants made a commitment to reduce mercury emissions to levels 

below the currently emitted levels.34 ~ l i s  statement contradicts with the Rebuttal 

Testimony of Mr. Gra~man who explained that the Applicants committed to the 

mercury cap that is equal to c~u-rent mercury ernission~.~' Second, Mr. Hewson 

l2 11 omits anotller nuance about the Applicants' commitment. The coinnlitmellt 

13 

THE VOLUNTARY MERCURY EMISSIONS CAP? 

begins tlu-ee years after commercial operation of Big Stone 1 1 . ~ ~  In other words, it 

14 

15 

16 

17 

A. I certainly welcome tlis commitment. However, neither the Applicants' rebuttal 

is still appropriate to calculate extenlalities associated wit11 mercury emissions in 

the first tlu-ee years of the plant's operation. 

Q. HOW DO YOU EVALUATE THE APPLICANTS' COMMITMENT TO 

testimony, nor Mr. Gra~~inan's Letter to the Soutll Dakota Department of 

33 See May 3 1,2006 Letter from Mr. Graulnan to South Dakota Department of Environment and Natural 
Resources provided as Exhibit 6A to Applicants' Rebuttal Testimony. 

'"ebuttal Testimony of Thomas A. Hewson, p. 32. 
j5 Rebuttal Testimony of Terry Grauman, pp. 1-3. 
36 Id. and Exhibit 6A to Applicants' Rebuttal Testimony. 
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Environment and Natural ~ e s o ~ u - c e s ~ ~  explain how the Applicants plan to achieve 

tl& goal. Mr. Gra~man's reb~~ttal testimony contains only a brief general 

discussio~l about financial risks associated with the need to purchase the "next 

generationyy of mercury control eq~lipment and the fact that the cost of such 

equip~nent is unlcnown?' Mr. Gra~unan's comments suggest that the Applicants 

do not lulow specifically how the cornrnit~nent will be met, but rather gamble that 

by 20 1 439 some mercury-control teclmology will become comnercially available. 

Of course, t l is  gamble adds to the rislc of the project. If such teclulology is not 

conunercially available by 2014, or prohibitively expensive, how wo~dd the 

Applicants keep the commitment? Would they cut the plant o~ltp~lt to lower the 

emissions? W o ~ ~ l d  alternative generation technologies be more cost-effective if 

the Applicants account for the fi1b-u-e costs of merc~u'y controls? 

Note that on May 3 1,2006, the EPA re-affimed its final rules regarding 

mercLuy trading and state mercury budgets. The annual federal mercury budget 

for So~l t l~  Dalcota is set at 0.072 tons (approximately 144 pounds) for 2010-2017, 

and 0.029 tons (approximately 58 po~mds) for years starting in 201 8." The 

Applicants' vol~u~tary cap is 189 po~u~ds  5tlm~1ally (Exhibit 6A to Applicants' 

Rebuttal Testimony). I11 other words, the voluntary inercury elnissio~ls cap 

37 Exhibit 6A to Applicants' Rebuttal Testimony. 
3E Rebuttal Testimony of Terry Grauman, p. 4. 
39  his is the starting date of the mercury cap co~nmitrnent (tluee years after the start of cominercial 

operation of the plant). 
'O Note that for consistency with the numbers quoted in the Applicants' Direct Testimony, I utilized the 

rounded conversion factor 0.0005 tons/lb used by the Applicants - see footnote 76 in my Direct 
Testimony. A copy ofthe EPA final mercury rules is available at the following link: 
http://www.epa.~ov/air/~~ie~'cu~rule/pdfs/canr recon fr final 053 10G.udf. 
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exceeds the state mercury budget by 45 pounds (24%) before 20 1 8, and by 13 1 

po~mds (69%) after 201 8. Even if the Applicants meet their voluntary cap 

commitment, they would still have to buy additional mercury emission 

allowances to meet the state mercury budget. 

Ill. THE APPLICANTS' RESPONSE TO STAFF'S 
SPECIFIC RECOMMENDATION 

Q. DID THE APPLICANTS ADEQUATELY ADDRESS YOUR SPECIFIC 

RECOMMENDATIONS CONTAINED IN SECTION V OF YOUR 

DIRECT TESTIMONY? 

A. Generally, yes. The Applicants indicated4' that they accepted and plan to adopt 

recollmendations of the Local Review Cornnlittee and the Draft Environmental 

Illlpact Statement that Staff also recommended. In addition, the Applicants 

s~lpplemented the record with the majority of illfoimation required by the 

Adlni~listrative Rules - info~inatioll that Staff identified as ~llissi~lg fi-om the 

record in Table 2 of my Direct Testinloily. The nlost notable addition concerned 

I a discussion of rail delivery issues, wllicl~ were addressed by Mr. Robel-t 

Bra~~tovich, an enlployee of B~~l ington  Northern Santa Fe Railway Company, as 

well as by Mr. Uggerud. The Applicants did not s~lppleinent the record in areas 

where they disagreed with Staff regarding the interpretation of the Rules, such as 

the calculatioll of the environnle~ltal impacts (ARSD 20:10:22:13) or the required 

" Rebuttal Testimony of Mark Rolfes, p. 6. 
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level of detail, such as the req~lirernent to provide demand information (ARSD 

20:10:22: 10). 

IV. CONCLUSlONS 

Q. STAFF'S PRELIMINARY RECOMMENDATION WAS THAT THE 

APPLICATION SHOULD BE APPROVED STJEIJECT TO THE 

CONDITION THAT ALL APPLICABLE PERMITS ARE ISSUED. DO 

YOU CHANGE THIS RECOMMENDATION BASED ON THE NEW 

EVIDENCE FILED BY PARTIES SINCE THE FILING DATE OF YOUR 

DIRECT TESTIMONY? 

A. Tlis preliminary recollmendatioli stands, though additional evidence ~mcovered 

at the evideiltiary liesuing and in written testimony yet to be submitted in this case 

may alter this recormnendation. 

Q. DOES THIS CONCLUDE YOUR TESTIMONY? 

A Yes. 
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