From: Richard

To: UTC DL Records Center
Subject: Comments for official record in Docket No. UE-160918
Date: Tuesday, July 25, 2017 11:52:53 AM
Attachments: Blowing the Whistle slide show.pdf
Motive.pdf

Setting the record straight on Eneraize Eastside Technical Facts.pdf

Dear Records-

Please also include the email(s) below and the attachments in the official records for Docket
No. UE-160918 (PSE Electric IRP).

Richard Lauckhart
Energy Consultant
Davis, Ca
916-769-6704

From: Richard <lauckjr@hotmail.com>

Sent: Friday, May 5, 2017 7:30 AM

To: Don Marsh; Russell Borgmann; Bill Pascoe; Brad Cebulko; Brian Grunkenmeyer 2; "Carla
Colamonici"; Charlie Black; "Charlie Grist"; Court Olson; "Court Olson II"; "D. Mitchentree"; Daren
Anderson - NESCO group; David Broustis; David Lowrey; "David Nightingale"; Devin McGreal; Don
Marsh; Doug Howell; Ed Finklea; Elizabeth Osborne; "emoe@umci.com"; "Franco Albi"; "Hill, Nate";
James Adcock; Jay Story; Jennifer Snyder; John Fazio; Kelly Hall; Ken Nichols; "Kyle Frankiewich"; Lea
Fisher; "Liz Thomas"; "Mannetti, John"; Mark Sellers-Vaughn; Michael O'Brien; Milos Stefanovic;
Nicole Luckey; Nicols Matz; Norm Hansen; "Popoff, Phillip"; Renee Gastineau; "Saldivar, Marty";
Scott Richards; Shauna Jensen; Steven Johnson; Vlad Gutman-Britten; Warren Halvrseeson; Willard
Westre; "dreynold@utc.wa.gov"

Cc: Kvam, Michele

Subject: Fw: BLOWING THE WHISTLE on PSE’s Energize Eastside Project

PSE IRPAG members-

Below is the email along with three attachments that | recently sent to all City Council
members on the east side. In this package of documents | question PSE's motive for building
Energize Eastside. | also set the record straight on Energize Eastside technical facts.

Richard Lauckhart
Energy Consultant
Davis, California
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Is Energize Eastside needed?

Questioning PSEs Motive and Proof

By: J. Richard Lauckhart
Energy Consultant, Davis, Ca
lauckjr@hotmail.com
Former VP at Puget




mailto:lauckjr@hotmail.com



Why am | involved?

* | now live in California and will not experience
the negative environmental impacts of EE

 Butl don’t like it when large corporations
promulgate a “Scam” on the public to
enhance their profitability.





What insights do | have?

| did not have insights to “blow the whistle”
on the VW emissions cheating scam

| did not have insights to “blow the whistle”
on Bernie Madoff’s investment scam.

| did not have insights to “blow the whistle”
on Enron’s scam.

But | do have insights and expertise to “blow
the whistle” on PSE’s EE scam.





What have | done to communicate my insights?

* | have written a paper on PSE’s motivation to
ouild the EE project.

* | have written a paper Setting the Record
Straight on Energize Eastside’s Technical Facts

* This presentation provides an overview of
what is in those two papers.





PSE’s motivation for building EE

In 2007 PSE and Macquarie announced that
Macquarie intended to purchase all of the
common stock of PSE

PSE and Macquarie worked through a long
process to get regulatory approval

In 2009 PSE and Macquarie completed the
purchase

As a result, Macquarie is now the decision
maker for PSE






Why did Macquarie want to purchase PSE?

* PSE gets a regulated “rate of return” on its
investments. That rate of return is
approximately 10%

 Macquarie has access to a large amount of
funds that it wants to invest and earn as large
a return as possible.

* Where else can Macquarie make 10% on new
investments today?





What did Macquarie say publicly about why it wanted PSE?

* Christopher Leslie, chief executive of Macquarie
Infrastructure Partners stated:

“We don’t have employees. We’re not the
neighboring utility. Combining work forces and
eliminating redundancies is not the story. Our
interest is to grow the business.”
Mercer Island Reporter...November 25, 2008

* By “growing the business” Macquarie can invest
new funds and get a regulated return of
approximately 10%






How much Money did Macquarie plan to use to grow
the business?

 Macquarie stated they were committed to
investing S5 Billion dollars in new PSE
infrastructure.

— This is no small amount given that the total price
paid by the investment group to purchase PSE
then existing infrastructure was $7.4 billion
dollars






How is Macquarie progressing on its plan to make $5
Billion in new investments in PSEs regulated business?

* Indications are that it is not going well:

— Since its 2007 announcement, the economic slowdown
reversed the trend of increasing energy consumption

— New technology and more focused conservation efforts

continued to reduce electricity and natural gas
consumption, even as population growth and economic
activity rebounded in the Puget Sound region.

— Part of PSEs service territory has been converted to Public
Utility District (PUD) ownership and operation, reducing
the need for new investment.





What kind of infrastructure does Macquarie need to
invest in to meet its goals?

* New generation and conservation is
problematic for Macquarie because of the
“competitive bidding” rules that PSE must
comply with

* New Transmission Lines and Distribution lines
are the best investments...no “competitive
bidding” rules





But what do you do if there is no need for S5 Billion of
new transmission and distribution line investment?

* You try to justify projects that are not needed

* Avoid using PSE staff to make the “justification”
because there might be questions about it

e Use scare tactics like “Blackouts will occur
without the project”

* |n order to “ hide” the fact that the investments
are not needed and that blackouts will not occur,
refuse to show the “justification” or “proof” of
the need





What can be said about Macquarie’s attempt to justify EE?

* Transmission investments can only be
justified by use of a “load flow” study
— The Macquarie/PSE attempt to justify EE, by
saying “nothing has been done to the ‘backbone’

for 50 years”, is not sufficient. Only a load flow
study can show if the system needs fixing or not.

— Macquarie/PSE actually used the load flow study
approach in their “Eastside Needs Assessment”
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The statement “nothing has been done to the
‘backbone’ for 50 years” is wrong]!

In recent years a number of new 115 KV lines
have been built on the eastside to serve
growing loads

In essence, the “backbone 115 KV” on the

eastside has been replaced with a “Network
115 KV” system.

See graphic next page...

The needed load flow study will necessarily
reflect this network of 115 KV lines





New 115 KV lines built in the eastside
In recent years
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Who did Macquarie/PSE use to perform the load flow study?

— In order to perform the needed load flow study in
2013, Macquarie/PSE took the unusual step of
hiring an outside consultant (Quanta) to perform
the load flow study to prove the need for Energize
Eastside. Not using PSE’s in-house experts.

Note: Quanta has done considerable consulting work for
Macquarie in other areas of the country. Quanta will
want to keep Macquarie happy.





What is a
“load flow
study?”
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Load flow study

Inputs
Physical layout of grid
How much electricity is
needed
How much electricity
can be generated
Resistance in each wire

Outputs

How much electricity
passes through each
part

Warning if any part
overloads

Warning if voltage drops
too much






Did Quanta correctly perform the study?

— No, Quanta did not correctly perform the study.
In doing their load flow analysis, Quanta:

* changed the data that PSE reports to federal energy
agencies and

* made a number of questionable assumptions that go
beyond normal industry practice.





What does this information cause you to conclude?

* | believe that Macquarie/PSE are pursuing this

project for the sole purpose of increasing
profits for Macquarie.

— The transmission line will be expensive for PSE’s
customers,

— It won’t increase reliability or provide other
benefits to PSE customers

— It will damage the environment.





PSE has provided no legitimate “proof” of the need for EE

e Again...Transmission investments can only be proven
necessary by use of a “load flow” study

 The Eastside Needs Assessment performed by
PSE/Quanta states the need was identified by a load
flow study.

 Quanta concluded that PSE’s equipment might
overload under extraordinary conditions:
— simultaneous failure of two transformers,
— on the coldest day of the year,

— at the same time a huge amount of electricity is being
transmitted to Canada, and

— half a dozen local generation plants are shut down.






What was your initial reaction to these assumptions?

* First | was shocked that their study shut down not one,
not two, but six local generation plants
— | was vice president of power planning during the time we
acquired these local generation plants. We worked hard to
acquire them for the purpose of providing power in exactly

the type of need scenario that Energize Eastside is based
on - peak need on a very cold (less than 23F) winter day.

e After shutting down those six plants, PSE is very short
on having sufficient power to cover their System Peak

load. Quanta did not say how PSE would meet its
Total System load with these six plants shut down.





What are the plants that Quanta shut down?

Max MW Quanta MW

CCCT Encogen 185 125
CCCT Ferndale 282 0
CCCT Fredrickson 1 (PSE share) 141 0
CCCT Goldendale 278 278
CCCT Mint Farm 297 297
CCCT Sumas 140 0

sub total 1323 700
SCCT Fredonia 1&2 225 0
SCCT Fredonia 3&4 116 0
SCCT Whitehorn 2&3 162 0
SCCT Fredrickson 1&2 162 0

sub total 665 0

TOTAL 1988 700





Where are those 6 plants located?

Essentially the red plants in the Puget Sound Region on the map below
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How Much Power does PSE need to meet its System
Peak Load in Winter 20187

* According to PSE’s IRP, PSE needs 6,500 MW of
supply to meet its System Peak plus reserve
requirements in the winter of 2018

e According to PSE’s IRP, PSE is “short” by about

2100 MW of having sufficient generation to cover
this need.

* While that is a very large “shortage’, it gets even
larger (nearly 3,400 MW) under the Quanta Load
Flow model assumptions...an untenable shortage.

— See graphic on next slide





PSE “Short”: IRP vs Quanta
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What other assumptions did Quanta make that you
found problematic?

 The assumption that 1,500 MW would be
flowing to Canada under this extreme cold
event was another problem.

— | am aware that the Columbia River Treaty does
not mandate that 1,500 MW be delivered to
Canada under such an extreme cold event.

* | was interested in seeing the Quanta load
flow input data file to see what other
assumptions that they might have made that |
thought were problematic.





Did you ask to see the Quanta files?

* Yes, | requested that PSE provide me the
Quanta files

* PSE denied my request, which was surprising
to me since | had already received the
requisite security clearance from the Federal
Energy Regulatory Commission (FERC). FERC
stated that | had a legitimate need to review
the data.
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Why did PSE deny your request?

e PSE refuses to show me the Quanta load flow study
data file because they fear that | may use the data to
find weaknesses in the grid which will allow me to
perform terrorist outages on the grid.

* | already have significant knowledge about the grid and
the weaknesses in it. | already have the information |
would need to perform terrorist activities if | were so

inclined, which | am not.

* PSE’s reason for denying my request is not legitimate.

— | believe that PSE is denying my request because they
know that | will find (and point out) that the Quanta load

flow study is flawed.

29





What did you do after PSE denied your request?

| asked FERC to provide to me the load flow Base Case data
that PSE had filed with FERC.

FERC provided me that PSE load flow Base Case data.

| observed that PSE’s load flow Base Case data for the
winter of 2018 has more appropriate assumptions in this
cold winter situation regarding (a) local area generation
operation and (b) flows to Canada.

| recruited another transmission expert, Roger Schiffman,
to obtain the utility standard load flow study computer
model and we conducted our own load flow study of the
need for Energize Eastside starting with the load flow Base
Case data that PSE filed with FERC.






What did you learn from the Lauckhart-Schiffman load
flow study effort?

* | learned that Energize Eastside is not needed if appropriate
assumptions are reflected in the load flow study. No
blackouts will occur if EE is not built.

— [See Lauckhart-Schiffman Load Flow modeling for “Energize
Eastside” report dated February 18, 2016]

* |learned that the greater Puget Sound Region of the grid
will experience major problems (aka blackouts) with or
without Energize Eastside being built based on Quanta’s
problematic assumptions.

* | learned that in order for Quanta to avoid these other
blackout problems with their assumptions, that Quanta
must have made other changes to the PSE Base Case load
flow data for the winter of 2018.






PSE’s Winter 2018 Base Case

500 MW to Canada

WECC Base Case

1,600 MW of
local generatlon

coal, wind

l . 8100 MW from
Columbia River hydro,

200 MW to Portland
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The PSE/Quanta Problematic Scenario

And resulting Cross-Cascades problem

1,500 MW to Canada

PSE’s scenario

260 MW of
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Has PSE provided any information that helps you
develop an educated guess of what other changes
Quanta made?

* Yes. In the EIS process for Energize Eastside,
PSE provided a listing of a number of
“electrical criteria” it was using in its studies of
the need for Energize Eastside.

* Three of those criteria jumped out at me as
being particularly inappropriate





What was the first criterion you found problematic?

* PSE stated criterion number 7: "Adjust regional flows and
generation to stress cases similar to annual transmission planning
assessment."

Here is what that means!!!:

— In 2013, ColumbiaGrid had run a "stressed load flow case" for
information purposes just to see how the system would respond if the
Base Case was adjusted to significantly increase stresses on the
system. (e.g. shut down Puget Sound Area generation and increase
flows to Canada)

— ColumbiaGrid indicated that this “stressed load flow case” caused
significant adverse impacts on the system but there was no need to
make any fixes to the system to address those problems as a result of
this stressed case run because the case exceeds NERC Reliability

Criteria.
 BUT PSE has made this the main scenario for looking at the need for
EE! That makes no sense.






What were other criteria you found problematic?

* PSE stated criterion number 8: "Take into account
future transmission improvement projects that are
expected to be in service during the study period."

e PSE stated criterion number 2: The "Study Period"
was from 2015-2024.

It appears that in order for Quanta to make their Load
flow study work without causing blackouts in the
greater Puget Sound area that Quanta assumed that at
least one and probably two new Cross North-Cascades
transmission lines are built. No one is currently
pursuing these infrastructure improvements.






What do you conclude about the Quanta load flow study?

* |n a nutshell Macquarie/PSE/Quanta have decided to run a
Load Flow study to determine the need for EE, which load
flow study has major flaws.

* First it starts with a scenario that has negligible probability of
occurring.

* A Scenario that vastly exceeds FERC/NERC reliability criteria.

* Then in order to make that Scenario work electrically,
Quanta seems to have modeled new Cross North-Cascades
transmission lines that no one is working on.

 And no one is working on them because any load flow
scenario that is consistent with FERC/NERC reliability criteria
shows the new Cross North-Cascades transmission lines are
not needed.






Is the Quanta load flow study appropriate for examining
the need for Energize Eastside?

* No. This Macquarie/PSE/Quanta load flow
study is completely inappropriate for
studying the reliability of power service to

the Eastside.

* The Lauckhart-Schiffman load flow study is

the appropriate way for studying the
reliability of power service to the Eastside.

* The Lauckhart-Schiffman study
demonstrates that EE is not needed.






Has PSE provided “proof” of the need for EE?

* No. PSE has not provided the load flow study that it
claims demonstrates the need for Energize Eastside.

* The Lauckhart-Schiffman load flow study, which is
based on PSE’s Base Case, demonstrates that Energize
Eastside is not needed.

— PSE has criticized the Lauckhart-Schiffman load flow study for running
all the Puget Sound area generation and for not sending 1,500 MW to
Canada. These criticisms have been fully rebutted [see attachment to
Lauckhart email to EnergizeEastsideElS dated April 29, 2016]. The
Lauckhart-Schiffman assumptions are more in line with what
regulators expect and which correctly balance environment, cost and
risk of outage. The Lauckhart-Schiffman assumptions are also
consistent with PSE’s Base Case filed with FERC





By all indications......

* PSE is promulgating a “scam” on the public to
enhance their profitability

* The “scam” imposes significant adverse
environmental impacts on the public but no
benefits

It must be stopped
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Action that the four cities and EBCC
should take

* |ssue the following ultimatum to PSE

“If you do not make your load flow studies
available for inspection by individuals that have
CEll clearance from FERC, we will not even
consider issuing a permit for Energize Eastside.”





Energize Eastside will provide no reliability
benefit to the Eastside

* The Eastside has had numerous power
outages in the past and will continue to have
power outages in the future. These outages
are primarily caused by wind blowing trees

and limbs into the localized overhead 12 KV
distribution lines.

* Energize Eastside will do nothing to decrease
these outages in the future.






The EIS staff is wrong

e The December 21, 2016 Phase 2 Draft EIS — Scope of
Analysis includes a discussion of the “No Action”

alternative. The following sentence is included in that
discussion:

“If no action is taken, load shedding (forced power
outages within the Eastside) would likely be needed

during the highest demand periods in the near
future.”

 As pointed out in the rest of this report, there is no
legitimate evidence on the record that this statement

is true. In fact, the legitimate evidence on the record
is that this statement is false
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PSE’s bogus scenario
One more (detailed) look

* Very cold (i.e. 23 degree) weather occurs on the eastside
during evening peak load hours...an event that normally
occurs only once in every few years

e At that same time, 1,500 MW is being delivered to
Canada...but:

— There is no requirement to deliver 1,500 MW to Canada under
such an event. [See comments filed by Christina Aron-Sycz dated
August 1, 2016 which includes a White Paper entitled “Evidence
that there is no requirement to deliver 1,500 MW to Canada on
a Firm Basis....Resulting Conclusion is that EE is not needed.”],
and

— The Puget Sound Region in total would experience low voltage
caused blackouts if 1,500 MW is being delivered to Canada
during such a cold weather event.





PSE’s bogus scenario (Cont.)

At the same time PSE has shut down 6 of its Puget Sound Area
generators...something that PSE would not do under such a cold
event because
— Puget would not be able to meet its own Total System Load without
these generators running (these generators were built to provide

power under these circumstances and it is absurd to say they would
not be operated under these circumstances) , and

— The Puget Sound Region in total would experience low voltage caused
blackouts if 6 Puget Sound Area generators are shut down during such
a cold weather event.

At the same time two major 230/115 KV transformers fail at the
same time when all these other things are happening...But since all
these other things cannot happen at the same time without there
being low voltage caused blackouts, this scenario makes no sense.





The EIS Record

 CENSE and Mr. Lauckhart have placed a
number of documents on the EIS record that
provide evidence that Energize Eastside will
not reduce the number of outages on the PSE
system on the eastside.





Conclusion from the EIS Record

* The scenario that PSE claims needs the Energize
Eastside line in order to increase reliability of
electricity supply to the Eastside will never happen.
That justification for building Energize Eastside is not
legitimate.

* The Lauckhart-Schiffman load flow study (which used
PSE’s Base Case data set for the Winter of 2018)
demonstrates that Energize Eastside will provide no
reliability benefit to the eastside.

* The No Action alternative will not result in any
blackouts on the eastside or elsewhere on the

grid.







The backstory: What is truly motivating PSE to try to build Energize Eastside?
To: City staff and council

From: Rich Lauckhart

Introduction

As you may already know, | am an energy consultant who spent the bulk of my career working for Puget
Power (PSE’s predecessor) as vice president of Power Planning. It was my job to oversee the permitting
and construction of many kinds of projects in the Puget Sound region including high voltage
transmission lines and nuclear power plants.

What you may not know is that | also hold an M.B.A. in Finance. During my time at Puget Power as well
as at other firms, | had great exposure to not only the technical side of power planning, but also to the
business side of each project. | know that most customers assume that a company that provides a basic
necessity such as electricity is just “trying to keep the lights on” and that there is a lot of inherent trust
in power companies. However, both from my long experience in the industry and the multitude of news
articles from across the country, it's no secret that privately-held, for profit power companies function
just like any other for-profit business. They seek to turn a profit. This is not in and of itself a bad thing.

However, there are too many recent examples of when power companies across the U.S. have
attempted to get an unnecessary project built in order to get the guaranteed profit from the state, and |
feel that PSE’s Energize Eastside is yet another example of this. In the case of Energize Eastside, it is the
“perfect storm” for this type of attempt for four reasons. One, Washington state has very outdated
regulations compared to other states that incentivize power companies to build big transmission
projects rather than invest in smarter technologies currently being used across the U.S. Two, there is
remarkably little oversight to PSE’s major projects before they get built. In the case of Energize Eastside,
this billion dollar, eighteen mile project has the potential to be built without any prior vetting or review
by any state regulators - only a permit from four city councils. The project gets approved into the rate
base after it is built. Three, Washington offers a generous rate of return of 9.8% on the lifetime of the
project. In the case of Energize Eastside, that means over S1 billion for PSE’s Canadian and Australian
investors. This is a huge incentive. Lastly, both myself and CENSE.org have provided compelling
evidence that Energize Eastside is not needed. Yet Puget Sound Energy (PSE) continues to push to build
the project. Why would PSE want to build the Energize Eastside project if it is not needed?

This paper discusses these points.





Background

For most of its history, Puget Sound Energy (PSE) had publicly traded common stock. Shareholders
elected representatives to serve on PSE’s Board of Directors. The board members hired a CEO to run the
company, and relied on the CEO to make day-to-day decisions. In this way, PSE was accountable to its
shareholders, many of whom lived in PSE’s service territory.

This all changed in 2009, when an Australian investment bank named Macquarie purchased all of the
company’s common stock. The total cost of the acquisition was $7.4 billion. It was and still is highly
unusual for a foreign-owned company to own a U.S. utility. Upon purchase, Macquarie stated its
intention was to invest an additional $5 billion in the company by building new infrastructure. In so
doing, Macquarie planned to collect the guaranteed 9.8% rate of return on infrastructure investments
that is allowed by PSE’s regulator, the Washington Utilities and Transportation Commission (WUTC).

However, several unforeseen developments thwarted Macquarie’s plans. First, shortly after the
acquisition was announced in 2007, the recession reversed the trend of increasing energy consumption.
Second, new technology and more focused conservation efforts continued to reduce electricity and
natural gas consumption even as population growth and economic activity rebounded in the Puget
Sound region. Third, a portion of PSE’s service territory was converted to Public Utility District (PUD)
ownership and service.

Like any profit driven corporation, Macquarie likely pondered what projects they could pursue to bolster
PSE’s sagging revenues. The 18-mile double circuit 230 KV transmission line running through the
Eastside probably looked like a good candidate. For a number of years PSE had considered installing a
new 230kV to 115 kV transformer at the Lakeside substation, which would have required building new
230kV lines between Talbot Hill and Lakeside and between Sammamish and Lakeside. However, every
time this was studied it was determined that other less costly infrastructure projects were preferable to
meet the growing loads on the Eastside.

But when Macquarie was looking for high cost new infrastructure projects, it appears that this older
plan was picked up off the shelf and dusted off. The original two 115 kV lines were built almost 50
years ago, and | believe that PSE felt it would be easy to convince local city councils to support the new
230 kV plan by making it sound like a simple “upgrade” to an “old line” which is exactly the language
they have chosen in their ads. The “Energize Eastside” project was born, ignoring the reality that the
original twin eighteen mile 115 kV lines had been augmented with many new 115 kV lines in recent
years (see figure below). In essence, the original twin 115 kV “backbone” lines have been turned into a
robust “network” of 115 kV lines. The eighteen mile twin 115 kV line that follows the proposed path of
Energize Eastside ceased being a “backbone” decades ago.





| 2000 I

Normally, the technical need for a transmission line would be studied by PSE’s in-house transmission
experts. In my many years at Puget Power, we only used our own in house transmission experts since
they knew our area’s grid the best. However, PSE instead hired Quanta, a consulting firm based in North
Carolina. | could not find any basis that Quanta has prior experience with the Northwest power grid, but
they have done quite a bit of work for Macquarie in other areas of the country where Macquarie had
made investments.

As | describe in detail in my other paper, “Setting the Record Straight on Energize Eastside’s Technical
Facts”, | believe that In order to make the project data work in PSE’s favor, Quanta made several
changes to the core data that PSE reports to federal energy agencies and made a number of
guestionable assumptions that go beyond normal industry practice. As | also explained in my other
paper, when | tried to duplicate Quanta’s results and implement those same changes to the core data, |
found that the Quanta’s assumptions caused significant problems for the entire power grid, not just the
Eastside. When asked about these problems, PSE refused to provide any data or technical explanation
to refute my findings.

In the two decades that | worked for the company, PSE worked closely with the communities and did a
good job of supplying reliable power to their customers. | never witnessed a project that put forth
without a solid, demonstrated need. However, based on the facts surrounding PSE’s highly questionable





load flow study and the overall obvious lack of demonstrated technical need for this project, | believe
that PSE’s main goal with Energize Eastside is to increasing profits for its Australian and Canadian
investors. There is simply no evidence of a technical need for this project. Energize Eastside will be
extremely expensive for all of PSE’s 1.1 million customers, it won’t measurably increase reliability, and it
will damage the environment. Again, as | mentioned at the outset of this paper, this is unfortunately not
an unusual or isolated example in the present day U.S. power grid.

Until PSE provides real, technical evidence in the form of the load flow data that shows why Energize
Eastside is necessary, | must conclude that it is not.

New Ownership of PSE in 2009

In 2009 a consortium formed by Macquarie Infrastructure, the Canada Pension Plan Investment Board,
the British Columbia Investment Management Corp. purchased all of the common stock of PSE.!

Who makes the decisions for PSE after this purchase?

That answer can be found in a filing made in 2007 with the Washington Utilities and Transportation
Commission (WUTC) and in a filing made in 2016 with the Federal Energy Regulatory Commission
(FERC).

e In the December 2007 filing with the WUTC, the ownership and control of PSE under
Macquarie’s coordinated purchase of PSE stock, a very complicated picture of ownership and
control of PSE was presented. See attachment 1. However, for all practical purposes, it is
Macquarie who makes decisions for PSE.

e In the 2016 filing with FERC, Macquarie Energy stated that Macquarie Group Limited (“MGL")
maintains ownership and control of PSE.

The important result of the 2009 change in ownership and control of PSE is that for all practical
purposes, since 2009, Macquarie makes the decisions on PSE matters.

Why did Macquarie (and partner investment firms) want to purchase all of the stock of PSE?

That answer can be found in a statement made by Christopher Leslie, chief executive of Macquarie
Infrastructure Partners. He stated:

“We don’t have employees. We’re not the neighboring utility. Combining work forces and
eliminating redundancies is not the story. Our interest is to grow the business.”’

These investors have access to significant funding that they planned on using to “grow PSE’s business.”
In fact, the investors stated they were committed to investing S5 billion in new PSE infrastructure. This
is no small amount given that the total price paid by the investment group to purchase PSE was $7.4

! http://www.pugetenergy.com/pages/news/011609.html
% See July 14, 2016 filing at FREC made by Macquarie Energy in Docket No. ER16-2198
? http://www.mi-reporter.com/news/35017809.html
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billion dollars.*

In this paper | will use the term “Macquarie” to indicate the entity that has ownership and control of
PSE.

Why would this investment group want to invest $5 billion in new infrastructure in PSE’s system?

It is standard practice that investment firms like Macquarie are trying to find investments that give them
a good rate of return. In the case of PSE, the WUTC grants a 9.8% return on new investments. This 9.8%
return is a very attractive rate of return compared to the return that the investment firms could get
elsewhere. So, investing $5 billion at a 9.8% rate of return is a great investment opportunity. The only
catch is that investors only get this return if they can find infrastructure projects that can be shown
needed to meet reliability criteria. This determination is made by the WUTC after the project is built.

But what if there is no justification for making $5 billion of new investment in PSE?

As mentioned earlier in this document, there is ample evidence of utilities across the U.S. attempting to
build infrastructure projects that, in the end, cannot be justified. Time and time again, the ultimate goal
was to get the generous rate of return offered by the state. They will often go to great lengths to get
their projects justified.

Why are transmission lines the most lucrative form of investment for PSE?

Washington State has regulations for utilities that offer the 9.8% rate of return on large scale
transmission projects. By contrast, new investments in generation (new power plants) or Demand Side
Management (DSM, which are programs that reduce the load and/or increase conservation at the
customer level) are somewhat problematic for Macquarie’s and PSE’s goal of achieving a guaranteed
profit. This is because the WUTC competitive bidding rule requires PSE to go out for competitive bids for
third party entities that can provide the needed generation or DSM for PSE. The WUTC closely monitors
this competitive bid activity to be sure that PSE selects the cheapest option. If a third party entity is
chosen, then that party makes the investments needed and PSE will generally pay the third party an
ongoing fee. By doing this, PSE is not allowed to include these new projects in the PSE rate base and
there is no ability to make the desired 9.8% return on investment. However, there is no competitive

bidding process for new transmission and distribution projects.

Another reason why Macquarie and PSE are so focused on building transmission lines is that
Washington’s regulations have not been updated much since the 1960s and do not provide anywhere
near as generous of an incentive for smarter, 21st century technologies. Many other states, including
Oregon, California, Texas, and New York have updated their regulations to incentivize utilities to invest
in smarter technologies such as demand side management, more aggressive conservation, and
efficiency. Washington is lagging behind the times in this respect.

* http://www.pugetenergy.com/pages/news/011609.html
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As a result, Macquarie and PSE closely monitor their service territory to see what investments may make
sense. Does this mean that every new, major transmission project is unfounded? Not necessarily. But
it does mean that from a business perspective, PSE’s first choice is a project that will achieve the
greatest rate of return and enhance the profitability of their investment fund. It’s simple business math.

How and when did Energize Eastside come to be?

Approximately 4 years ago (2013), Macquarie decided to see if a new, double circuit 230kV transmission
line and substation (i.e. Energize Eastside) “EE” could be justified on the Eastside. Such a project would
contribute significantly to Macquarie’s goal of making $5 billion of new investment in PSE.

Who did Macquarie choose to investigate to see if Energize Eastside could be justified?

Macquarie decided not have PSE’s internal transmission planning employees do the analysis. Instead,
Macquarie decided to have the load flow work performed by an outside company (Quanta
Technologies) rather than by PSE’s in house load flow experts. Quanta does a lot of work for Macquarie
in areas outside of the Pacific Northwest. Quanta Technology, LLC is headquartered in Raleigh, NC with
offices in Boston, MA; Chicago, IL; Oakland, CA; Toronto, Ontario and Ecuador in South America. There
is no evidence that Quanta Technology has expertise in Northwest transmission and power supply

matters.

A load flow study is the critical study used in the industry to test the reliability of the power grid. A load
flow study is also used to justify the need for a new transmission project. The Federal Energy Regulatory
Commission (FERC)/NERC also require each utility to develop a Base Case load flow study to show there
is at least one mix of load, generation and transmission infrastructure that can be shown to reliably
serve load in a future year. Generally, utilities provide FERC with several Base Cases reflecting peak
loading periods of several different years in the future. FERC then requires utilities such as PSE to file
Base Case studies each year so that third parties (such as myself) can utilize the database in each of
these Base Case load flow studies to perform our own load flow studies to investigate whether a project
proposed by a utility is really needed or not. PSE filed their Base Case studies with FERC and | obtained
PSE’s base case from FERC to perform my load flow study, with written permission from FERC .

Did Quanta use the FERC Base Case to perform its load flow study?

No. Macquarie did not have Quanta do its load flow study using the same assumptions in the Base
Cases PSE filed with FERC. Instead, Macquarie asked Quanta to make significant changes to that Base
Case. For example, Quanta was told to assume a 1,500 MW flow to Canada (rather than the 500 MW
included in PSE’s Base Case) and to assume that 1,400 MW of gas fired generators in the Puget Sound
area would not be running during an extreme cold winter peak day (rather than the assumption in PSE’s
Base Case that all these generators would be running during a winter peak day).

Was | able to modify the PSE Base Case in this manner?

When |, along with transmission expert Roger Schiffman, performed my own load flow study (see paper
entitled “Setting the Record Straight on Energize Eastside’s Technical Facts” for more details), | obtained





PSE’s Base Cases from FERC. | then tested these non-standard assumptions as described above. The
Lauckhart-Schiffman load flow study demonstrates that making these two major changes to the PSE
Base Case will result in the model failing to find a solution. The problem is that the lines carrying power
across the Cascades from the Columbia River region to the Puget Sound region and then north to
Canada are not capable of moving all this power without causing unacceptably low voltage on the grid in
the greater Puget Sound area. Yet Quanta failed to disclose this problem.

Was Quanta able to resolve this cross-Cascades problem?

It is unclear how Quanta resolved this problem because PSE has refused to share the load flow study. It
is also unclear why Quanta decided to make these major changes to the PSE Base Cases. One can only
assume that Macquarie gave Quanta the directive to make these changes to the Base Case in order to
produce a load flow study that justified the need for Energize Eastside. Macquarie and PSE have refused
to make public the load flow studies that Quanta performed and which PSE claims justify the Energize
Eastside line. | must therefore conclude, based on the above, that the load flow study that
Macquarie/PSE/Quanta have performed in an attempt to justify the need for Energize Eastside has been
artificially/inappropriately adjusted. | believe that if Macquarie/PSE had utilized their own internal
transmission experts to run this load flow study, the project would have never progressed to its current
status because their internal transmission experts would know that these changes to the Base Case are

senseless and incorrect.
Conclusion

My goal in writing this paper was to illustrate that when it comes to utilities and profits, and PSE in
particular, there is more going on than meets the eye. It appears that Macquarie and PSE, like some
other utilities across the U.S., are pushing heavily for a project with no real basis in order to enhance
their profits. The factual basis for this project simply does not add up.

PSE will likely respond by saying that | do not understand or that things are different now compared to
when | worked for Puget Power. That is not the case. The burden of proof lies on them, not me. They
are not being transparent and have not furnished sufficient material evidence that justifies the need for
this project. Instead, they hope to gain permitting of a billion dollar project through the vote of city
councils. Furthermore, Macquarie has a history of transactions that were deceptive in nature (see
attachment 2).










Attachment 1
WUTC Proceedings’

WUTC PROCEEDINGS: On December 17, 2007 Puget Holdings LLC (Puget Holdings) and Puget Sound
Energy, Inc. (PSE or Company) filed with the Washington Utilities and Transportation Commission
(Commission) a joint application for an order authorizing the proposed transfer of ownership and

control of Puget Energy, Inc. (Puget Energy), and its wholly owned subsidiary, PSE, to Puget Holdings.

Puget Holdings is a Delaware limited liability company, with its principal offices in New York, formed
expressly for the purpose of acquiring, through wholly owned subsidiaries, all of the outstanding shares
of common stock issued by Puget Energy. The proposed transfer of ownership is one step in a financial
transaction that would ultimately result in Puget Energy no longer being a publicly traded company.
Puget Energy and PSE would be privately owned by Puget Holdings, which is an “Investor Consortium”
(Consortium) comprised of several private equity investment companies and several government
pension fund managers, all of which maintain portfolios of investments, including infrastructure
investments, in the U.S., Canada, and several other nations.

December 30, 2008 WUTC Order Synopsis: The Washington Utilities and Transportation Commission,
approving and adopting subject to conditions a Settlement Stipulation proposed by all parties except
Public Counsel, authorizes Puget Holdings LLC (Puget Holdings) to acquire Puget Energy, Inc. (Puget
Energy), and its wholly-owned subsidiary Puget Sound Energy, Inc. (PSE).

The WUTC Order included a number of statements about the sale of Puget Sound Energy
Decision Making for PSE under the new ownership arrangement:

The proposed change in Puget Energy and PSE’s ownership would mean that Puget Energy would no
longer be a publicly traded company. Thus, the numerous investors who currently benefit from the
utility’s success and bear the risks of any lack of success will no longer have direct voting rights on
matters that must be approved by shareholders. Instead, decision making power will be exercised by
the members of the Consortium. Therefore, in evaluating the merits of this transaction it is important to
consider carefully the nature of these investors, their plans as owners of Puget Energy and PSE, and the
governance structure of their holding company, Puget Holdings.

Puget Holdings is a consortium of six primary investors who own the following percentages:

> https://www.sec.gov/Archives/edgar/data/81100/000119312509000402/dex991.htm
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eMacquarie Infrastructure Partners, which is comprised of three limited partnerships (i.e.,
Macquarie Infrastructure Partners A, L.P.; Macquarie Infrastructure Partners International,
L.P.; and Macquarie Infrastructure Partners Canada, L.P.) who will indirectly invest in Puget
Holdings, holds the largest single minority ownership interest at 31.8 percent.

eCanada Pension Plan Investment Board holds 28.1 percent.
eMacquarie Capital Group Ltd holds 15.9 percent.

@ British Columbia Investment Management Corporation holds 14.1 percent.
eAlberta Investment Management holds 6.3 percent.

eMacquarie-FSS Infrastructure Trust holds 3.7 percent.

Although the three Macquarie entities collectively own 51.4 percent of Puget Holdings, this is not a
controlling share under Puget Holdings’ governance structure, which requires a vote of 55 percent of the
shares to support any action and a vote of 80 percent or more of the shares for certain significant
corporate decisions.

Organizational Chart governing Puget Sound Energy (PSE):

Macquarie Macquarie Macquarie FSS
[nfrastructure Capital Group, Infrastructure CPPIB beIM( AIMCo
Partners Ltd. Trust

Puget Holdings LLC

I

Puget Intermediate
Holdings, Inc.

Equico

Puget Energy, Inc.

Puget Sound
Energy, Inc.






Macquarie Infrastructure Partners. Macquarie Infrastructure Partners is a diversified, unlisted

investment fund that is headquartered in New York. It focuses on infrastructure investments in the

United States and Canada. The majority of its investors are US and Canadian institutions such as

government pension funds, corporate pension funds, endowments, foundations and labor unions.
Macquarie Infrastructure Partners currently has eleven infrastructure investments in the utility, toll
road, ports and communications sectors

Macquarie Capital Group Ltd. Macquarie Capital Group Ltd. is a wholly owned subsidiary of the

Australian-listed Macquarie Group Limited and the operating company for Macquarie Group Limited’s
non-banking operations. Macquarie Capital Group Ltd. often invests alongside Macquarie Group-
managed funds in investments of this kind in an underwriting capacity. This is the case for Puget
Holdings, and Macquarie Capital Group Ltd. expects to sell down its minority position to other
Macquarie Group-managed funds or other like-minded third party investors prior to financial close or
shortly thereafter.

Macquarie-FSS Infrastructure Trust. Macquarie-FSS Infrastructure Trust is an unlisted Australian

infrastructure trust managed by Macquarie Specialized Asset Management Limited. The investment

objective of Macquarie-FSS Infrastructure Trust is to make investments in a diversified range of

infrastructure and related assets. It currently holds interests in five assets across sectors including

communications infrastructure, vehicle inspection, utilities, and water infrastructure in three countries:
the United States, Spain, and the U.K.

CPPIB -The Canada Plan Pension Investment Board (CPPIB)
bcIMC - British Columbia Investment Management Corporation (bcIMC)

AIMCo - The Alberta Investment Management Corporation (AIMCo)

Equico - following closing of the Proposed Transaction, all of the common stock of Puget Energy will be
owned by “Equico,” which will be a new Washington limited liability company. “Equico” will be a wholly-
owned subsidiary of Puget Intermediate. “Equico” is expected to be established as a bankruptcy-remote
special purpose entity, and shall not have debt.

Puget Holdings, which is an “Investor Consortium” (Consortium) comprised of several private equity
investment companies and several government pension fund managers, all of which maintain portfolios
of investments, including infrastructure investments, in the U.S., Canada, and several other nations.

Puget Intermediate Holdings - PSE’s customers will be held harmless from the liabilities of any non-

regulated activity of PSE or Puget Holdings. In any proceeding before the Commission involving rates of
PSE, the fair rate of return for PSE will be determined without regard to any adverse consequences that
are demonstrated to be attributable to the non-regulated activities. Any new non-regulated subsidiary
will be established as a subsidiary of either Puget Holdings or Puget Intermediate Holdings Inc., rather
than as a subsidiary of PSE.





Attachment 2

Examples of other transactions involving Macquarie that were deceptive

1. According to a Wikipedia write up on the Macquarie Group,® “Macquarie Group

through its subsidiary Macquarie Equipment Rentals has allegedly been perpetrating a
Telco finance scam. Macquarie Equipment Rentals has sued over 300 victims of the
scam which involves bundling a finance equipment contract with a contract from a small
telecommunications company, often obscuring that the finance contract exists.
The scam involves the telecommunications company promising free equipment such as
Plasma TVs, while offering a lower cost phone deal that offsets the cost of the
equipment. The victim is then tricked into signing two contracts with the true costs
often hidden, whilst being verbally promised that they will be free. The
telecommunications company is paid an upfront fee by the finance company, and
sometime later disappears. The victim is then left with an inflated finance company
lease that requires the victim to pay often tens of thousands of dollars for equipment
that in reality costs a fraction of the price.”

2. Macquarie Capital was the lead underwriter on a secondary public stock offering in 2010
by Puda Coal, which traded on the New York Stock Exchange at the time and purported
to own a coal company in the People’s Republic of China (PRC). In the offering
documents, Puda Coal falsely told investors that it held a 90-percent ownership stake in
the Chinese coal company. Macquarie Capital repeated those statements in its
marketing materials for the offering despite obtaining a report from Kroll showing that
Puda Coal did not own any part of the coal company.’

6 https://en.wikipedia.org/wiki/Macquarie_Group#Criticism
’ https://www.sec.gov/news/pressrelease/2015-51.html






Setting the Record Straight on Energize Eastside’s Technical Facts

From: Rich Lauckhart
To: city council and staff

Executive Summary

The most important aspect of any major transmission project is the underlying technical basis
for the project. PSE’s Energize Eastside project is a major transmission line that will have a
tremendous impact on the entire Eastside. The fact that PSE wants to colocate this high
voltage transmission line within a narrow corridor with the Olympic high pressure jet fuel
pipelines means that the stakes are even higher.

A project like Energize Eastside should unequivocally have clearly demonstrated need, and the
supporting documentation for the project, including PSE’s load flow study as well as the EIS
record, should be technically and reasonably sound.

| have performed an extensive study of both PSE’s load flow study and the current EIS record,
and my conclusion is that both fall short, the load flow study in particular. The Eastside cities
involved are proceeding with a project that does not pass the bar of clearly demonstrated need
and which in my professional opinion “violates the laws of the grid”. PSE’s claims simply do not
add up. Furthermore, the current EIS record contains information that is not technically
accurate.

This paper includes a detailed discussion of the following two points:
Assertion A: The current EIS record contains technically inaccurate information

Assertion B: Puget Sound Energy has never provided the actual data which would
definitively demonstrate the need for Energize Eastside

Assertion A:






The current EIS record contains technically unsound information

Summary

As indicated in a number of places in the EIS record®, Energize Eastside will provide no
increased reliability benefit to the Eastside. When a utility is determining the need for a new
transmission line, they perform a load flow study. This is present day industry standard. The
load flow study serves as the primary basis for the decision of whether or not a transmission
project is needed.

The assumptions used in the load flow study that PSE claims to have run would result in power
outages in the entire Puget Sound Region whether or not Energize Eastside is built. A load flow
study that is run with proper grid operation assumptions demonstrates there is no need for
Energize Eastside to avoid outages on the Eastside. Therefore, under the “no action”
alternative, the EIS should conclude that a decision not to build Energize Eastside will not
result in any more blackouts on the Eastside than if Energize Eastside were to be built.
Yet this is not what the EIS record states.

Background

The December 21, 2016 Phase 2 Draft EIS — Scope of Analysis includes a discussion of the “No
Action” alternative. The following sentence is included in that discussion:

“If no action is taken, load shedding (forced power outages within the Eastside) would likely
be needed during the highest demand periods in the near future.”

As pointed out in the rest of this report, there is no legitimate evidence on the record that this
statement is true. In fact, the evidence in the record indicates that this statement is false.

Facts

The Eastside has had numerous power outages in the past and will continue to have power
outages in the future. These outages are primarily caused by wind blowing trees and limbs into
the local overhead 12 KV distribution lines. Energize Eastside will do nothing to decrease these
outages in the future.

PSE claims that Energize Eastside will avoid outages on the Eastside under a scenario where:

1) Very cold weather (i.e. 23 degrees or lower) occurs on the Eastside during morning
or evening peak load hours - an event that normally occurs only once every few
years

2) At that same time, 1,500 MW is being delivered to Canada. This is a tremendous
amount of power. However:

a. There is no firm requirement to deliver 1,500 MW to Canada under such an

1see (1) Lauckhart-Schiffmann load flow study dated February 28, 2016, (2) August 1, 2016 document referenced
in 2a on bottom of page 2 and top of page 3 of this paper, and (3) May 31, 2016 document reference at 2 on page
4 of this paper.





event. [See comments filed to the EIS by Christina Aron-Sycz dated August
1, 2016 which includes a white paper entitled “Evidence that there is no
requirement to deliver 1,500 MW to Canada on a Firm Basis-Resulting
Conclusion is that Energize Eastside is not needed.’], and

b. The entire Puget Sound Region would experience blackouts caused by
insufficient voltage levels if 1,500 MW is delivered to Canada during such a
cold weather event. There simply isn’t enough power currently available that
can be moved into the Puget Sound Region to serve all the load in the region
(including serving all of PSE’s 1.1 million customers) during peak winter load
conditions and to send 1500 MW of power to Canada. Building a new
transmission line (Energize Eastside) does not bring more power into the
Puget Sound Region.

3) According to PSE’s needs assessment, at the same time as the above (very cold
weather, 1,500 MW being sent to Canada) PSE/Quanta’s Load Flow Study assumed
that six of PSE’s Puget Sound Area generators would be shut down. This is
something that PSE would never do during such a cold event. Here is why:

a. Energize Eastside is a transmission line. Transmission lines need generation
to have power to transmit. Without these six generators running, PSE would
not be able to meet its own Total System Load and would be in violation of
their duties.

b. The entire Puget Sound Region (including the service territory of PSE,
Seattle City Light, Snohomish PUD, Tacoma City Light and other small
utilities in the region, not just the Eastside) would experience blackouts
caused by low system voltage if six Puget Sound Area generators are shut
down during such a cold weather event even if 1,500 MW isn’t being sent to
Canada.

4) Lastly, in addition to 1) cold weather, 2) 1,500 MW being sent to Canada, and 3) six
generators being offline, PSE assumes two major 230/115 KV transformers would be
out of service. This is a preposterous scenario. Since all these other things cannot
happen at the same time without there being blackouts throughout PSE’s entire
service territory caused by too low of voltage. This scenario makes no sense.

The most important thing for you to know is that the PSE scenario (described

above) is a hypothetical scenario that will never occur because system operators

would not allow it to happen. If system operators allowed the system to operate in the
manner that PSE postulates it used in its load flow study, the Puget Sound region in total
would experience blackouts caused by low voltage. The above facts refute PSEs
statement that Energize Eastside will increase the reliability of power supply to the
Eastside.

Both myself and CENSE.org entered a number of documents into the EIS record that provide
evidence that Energize Eastside will not reduce the number of outages on the Eastside. These
documents include:

1) The Lauckhart-Schiffman Load Flow Study and the report associated with that load flow
study. The report is titled “Load Flow Modeling for Energize Eastside”. It is dated





February 18, 2016.

a. While PSE and Stantec have criticized the Lauckhart-Schiffman load flow study,
these criticisms have been fully rebutted. [See attachment in email from myself
to EnergizeEastsideEIS dated April 29, 2016]

b. Inthe April 29, 2016 document referenced above, | asked PSE, Stantec (the
outside consulted PSE hired to perform their load flow study) and the EIS staff to
provide documentation to support their attempt to discredit my load flow study.
To this date neither PSE, Stantec, nor the EIS staff have produced such
documentation. All indications are that such supporting documentation does not
exist and that my load flow study is fully credible.

2) A document submitted by Christina Aron-Sycz on May 31, 2016 entitled “Environmental
Impacts if Energize Eastside (EE) is not built (i.e. “No Action” on EE)”. This document
provides a thorough analysis of the actions that would be taken if grid system operators
attempted to run the system the way that PSE claims as the basis for Energize Eastside
(peak demand on a very cold winter day, 1,500 MW being sent to Canada, six local
generators offline, and failure of two transformers). My document fully explains that
system operators would not allow the system to be run the way PSE postulates it would
need to be run in order for Energize Eastside to have reliability value. That document
makes it clear that Energize Eastside provides no measurable reliability benefit to
the Eastside and that blackouts will not occur if Energize Eastside is not built.

Conclusion

The scenario that PSE claims as the basis for Energize Eastside could never happen because it
violates the “laws of grid operation”. Therefore PSE has no legitimate claim to build an eighteen
mile, 230 kV transmission line through the heart of your communities. PSE claims that this high
voltage power line is needed to increase the electrical reliability of the Eastside. These claims
are false because the basis used to justify its need is impossible. The Lauckhart-Schiffman
Load Flow Study (which uses PSE’s own Base Case data set for heavy winter loading in the
winter of 2017-18) demonstrates that Energize Eastside will provide no measurable reliability
benefit to the Eastside. Therefore, the No Action alternative will not result in any blackouts
caused by load shedding on the Eastside or elsewhere on the grid and the December 21,
2016 statement by EIS staff is incorrect.

Assertion B:






Puget Sound Energy has never provided the actual data which would
definitively demonstrate the need for Energize Eastside

Summary

Power companies are required by the federal government to be able to provide continuous
electricity even in stressed conditions. However, as soon as | read PSE’s basis for the need for
Energize Eastside (as described below), | realized that something was amiss. PSE is not
required by any federal, state or local authority to build their grid to this level of preparedness.
Meeting federal criteria is essential. The scenario above can only be described as a
“‘doomsday” scenario. Allowing a power company to build their grid to meet a “doomsday”
scenario results in investing hundreds of millions of dollars in a red herring project and
needlessly subjecting communities to significant negative environmental impacts.

Background

Utilities demonstrate the need for transmission lines using a “load flow study.” This is a
computer simulation of how the complex electrical grid operates under various scenarios. PSE
has in-house experts that normally perform these studies.

However, in 2013, PSE took the unusual step of hiring an outside consultant, Quanta, to
perform a load flow study to prove the need for Energize Eastside. In my entire career at Puget
Power (PSE’s predecessor), load flow studies performed to assure our own system was reliable
were never outsourced.

PSE/Quanta’s basis for the need for Energize Eastside

Quanta concluded that PSE’s equipment might overload under a combination of four
extraordinary conditions:

peak usage time on a very cold winter day (23 degrees or lower)

simultaneous failure of two transformers

at the same time, a huge amount of electricity is being transmitted to Canada (1500 MW)
and six local generation plants are shut down, even though they were built for the
specific purpose of providing power at peak load times (I oversaw the acquisition and
building of these plants).

| decided to dig deeper into Quanta’s load flow study to view it from all angles. | have overseen
dozens of load flow studies on this exact same grid. To understand how the area’s grid
operates under this very unlikely scenario, | asked to see Quanta’s load flow study. PSE
declined multiple requests, each time citing reasons that were essentially baseless.

PSE’s refusal to show their only load flow study did not deter me but rather compelled me even
more to continue my research.





In December 2015, | performed my own load flow study with another transmission expert, Roger
Schiffman. We were able to use the same software and same base case data that PSE’s
consultant had. Our results show that the consultant’s modified base case scenario
violates fundamental limitations of the Northwest power grid and could lead to
widespread power outages. Most importantly, our study concludes that building eighteen
miles of 230 kV lines through the heart of the Eastside (Energize Eastside) is not a necessary
component to provide power to the Eastside and will not improve reliability in any measureable
way. Furthermore, Energize Eastside will do nothing to prevent the most common type of
blackouts - trees and limbs causing problems with the distribution system.

This remainder of this paper explains why it is important for a truly independent expert to verify

the details of this important study, and how other factors lead to the conclusion that Energize
Eastside is not necessary to serve the Eastside’s energy needs.

Load flow models and the Pacific Northwest Grid

Transmission planning is accomplished by running load flow models®. The terms “load flow
study” and “load flow model” are interchangeable. PSE has stated that “The computer model
used for system planning is one that is used throughout western North America.”® The system
planning computer model needs a very large amount of data on the entire interconnected
electrical grid.

PSE’s transmission lines are an integral part of the entire electrical grid in the Western
Electricity Coordinating Council (WECC) Region. The WECC Region extends from Canada to
Mexico and includes the provinces of Alberta and British Columbia, the northern portion of Baja
California, Mexico, and all or portions of the 14 states between. In order for utilities to get the
needed data to run these load flow models, the WECC collects the needed data from each of
the utilities in the region and compiles a database that can be used to study the grid. The
Federal Energy Regulatory Commission (FERC) requires that every utility develop Base Cases
to show how the system will operate in the future so that third parties can review and modify
these Base Cases if they believe modifications should be made. In the WECC region, the
WECC creates these Base Cases and files these Base Cases with FERC. PSE files these
same Base Cases (the WECC Base Cases) with FERC in order to comply with FERC’s
requirement that every utility file Base Cases with FERC. | asked for and received the PSE
Base Cases and Lauckhart-Schiffman used these Base Cases in their analysis.

? Load Flow analysis and Power Flow analysis are two different ways of referring to the same analytic
process. The load flow model itself is a mathematical simulation of all the components of the
interconnected electric system that provides flows and other physical conditions on each of the elements
of the interconnected transmission grid.

% http://www.energizeeastsideeis.org/uploads/4/7/3/1/47314045/phase_1_draft_eis_scoping_report.pdf at
page 15.




http://www.energizeeastsideeis.org/uploads/4/7/3/1/47314045/phase_1_draft_eis_scoping_report.pdf



PSE’s Needs Assessment

The Eastside Needs Assessment report prepared by PSE and Quanta was based on a load flow
study which looked at the reliability of the transmission grid on the Eastside under heavy loading
conditions in the winter of 2017-18. The load flow study was conducted by Quanta, a consulting
firm headquartered in North Carolina.

CEll learance granted to me by the Federal Government

In July of 2015 | applied for and was granted CEIl [Critical Energy Infrastructure Information]
clearance from FERC. After that | asked FERC to allow Roger Schiffman and Don Marsh to be
included in my CEIll clearance. FERC approved my requests. CEIl clearance gives us the
authority to access and review the Load Flow Base Case data files that PSE files with FERC.

We submitted our CEIll clearance letters to PSE and asked for access to the Quanta load flow
study.

PSE refused to share Quanta’s Load Flow study with both myself and Don Marsh which would
have allowed us to perform an even deeper review of the need for the Energize Eastside
project. PSE’s refusal cited that we may use the data to find weaknesses in the grid which will
allow us to perform terrorist outages on the grid. However, FERC’s CEIll clearance letter stated
that neither Don Marsh nor myself are considered terrorists and FERC has also stated that we
have a legitimate need to see the load flow data.

FERC has gone so far as to provide both myself and Don Marsh a number of sets of load flow
data that include data on PSE’s system and every other system in the WECC.

In the Macquarie/PSE/Quanta load flow study performed in the Eastside Needs Assessment,
PSE/Quanta took the WECC Base Case and made modifications to it. We know this because
when we ran our own study, everything checked out. Yet PSE claims their load flow study
resulted in significant outages. This could only happen if PSE had Quanta make alterations to
the Base Case data files that they filed with FERC.

PSE’s claim that it will not provide its load flow study (and therefore its modifications to the
WECC Base Case) because of terrorism concerns is patently baseless. FERC has already
provided the information that | or Don Marsh would need to perform terrorist activities if we were
so inclined, which we are obviously not. Furthermore, Don Marsh and | have signed agreements
with FERC that we will not use the information granted for nefarious purposes.

As indicated below, | believe that the real reason that PSE has chosen not to provide its load
flow study is that there is a high likelihood that PSE has artificially and inappropriately made
modifications to the Base Case that are outside of the realm of acceptable behavior by a utility.





Critical problems with assumptions in the Quanta load flow study

PSE already had a Base Case filed with FERC for heavy loading conditions in the winter of
2017-18. But rather than using the parameters in that base case, Quanta made major
adjustments to it. According to the Eastside Needs Assessment report, Quanta made at least
two changes to the Base Case that are highly problematic:

e Quanta shut down 1,340 MW of generation located in the Puget Sound area (six
generation plants) when, in the Base Case filed with FERC, all of these generators were
running.

e Quanta increased the flow of power to Canada from 500 MW to 1,500 MW.

Then, in order to comply with reliability criteria that says the system should be able to survive
the failure of up to two elements on the grid (N-2 or N-1-1), Quanta eliminated one 230/115 KV
transformer at its Sammamish Transmission station and eliminated one 230/115 KV transformer
at its Talbot Hill Transmission Station.

Further problems with the Quanta study

There are a number of other problems with the Quanta load flow studies as follows:
e Lack of accounting for needed power generation
0 Quanta said nothing about how PSE would source its total system generation
need of 6,500 MW* in heavy winter conditions in 2018 if it shut down nearly 1,400
MW of PSE generation resources (the six generation plants) in the Puget Sound
region. PSE’s Integrated Resource Plan (IRP) indicated that PSE does not have
enough firm supply lined up to cover its 2018 needs even if all of the PSE
resources in the Puget Sound Area were operating. The IRP indicates a PSE
shortfall of 2,000 MW in 2018 even if all of its resources are operating. If another
1,340 MW is not operating during the peak (the six generation plants that Quanta
assumes are offline), then that shortfall grows to a whopping 3,340 MW. A
shortfall that is more than 50% of its total need. The Eastside Needs
Assessment makes no mention of how Quanta thinks PSE would meet its peak
generation need under this extreme shortage condition.
e lllegitimate changes to Canadian power flows
0 Quanta said nothing in the Eastside Needs Assessment about why it decided to

increase the flows to Canada to 1,500 MW. In later statements, PSE has
indicated that a 1,500 MW flow to Canada is required by the Columbia River
Treaty. But that is patently false.

= The Treaty was signed in the 1960’s. The delivery of power to Canada as

a result of this treaty were, according to the terms of the treaty, supposed

* Includes required Planning Margin and Operating Margin





to be accomplished by Bonneville Power Administration building a new
transmission line in eastern Washington north to the Canadian border
near Oliver, BC, east of the Cascades. Also according to the treaty, BC
Hydro was then supposed to build from their system in British Columbia
to meet the new BPA line. Under that plan, there would be no impact on
transmission in Western Washington and PSE ratepayers would not be
financially responsible to fulfill the Columbia River Treaty, which, it being
an international treaty, is the financial duty of the federal government (of
which BPA is an entity). But for the first thirty years of the Columbia River
Treaty, Canada chose not to receive the power but instead sold it on the
firm power market to US entities.
= Then, inthe 1990’s as those thirty year sales agreements to US entities
were about to expire, both parties (BPA and Canada) decided to see if
they could continue to operate without building the twin transmission lines
to Oliver (as originally intended in the treaty). To determine if this was
possible, BPA ran load flow studies to determine if any issues would arise
on the grid if the joint lines to Oliver were never built. BPA’s Record of
Decision (ROD) that resulted from those studies made a comparison of
the “Oliver plan” with a plan that did not include building Transmission to
Oliver. That ROD stated the following>:
e In order for at least partial treaty deliveries to be made at Oliver (in
accordance with the original treaty), the US would need to build
“One new single-circuit 500 -kilovolt (kV) line from Grand Coulee
or Chief Joseph Substations to the United States/Canada border
near Oliver by 2003” and Canada would need to build “Border-to-
Oliver: One new single-circuit 500-kV line and substation by
2003”.
e Alternatively, in order for full delivery of Canada’s share of treaty
power to be delivered to Blaine and Selkirk,

0 “one cross-Cascades 500-kV transmission line would be
accelerated 6 or 7 years under an Eastside generation
scenario” and,

0 “asecond cross-Cascades line might also be accelerated.”

= After completion of the ROD and an evaluation of these findings, the
original treaty with Canada was modified to remove the US requirement
to build to Oliver. Canada was allowed to continue to sell its share of
treaty power in the United States on a short term basis. Canada retained
the right to request that its share of treaty power be delivered to Canada
on any hour at the Blaine and Selkirk points of delivery; however, if the

® United States Entity US Department Of Energy, Bonneville Power Administration US Army Corps of
Engineers, North Pacific Division Delivery of the Canadian Entitlement Final Environmental Impact
Statement Record of Decision https://www.bpa.gov/news/pubs/RecordsofDecision/rod-19961108-
Delivery-of-the-Canadian-Entitlement-Final-Environmental-Impact-Statement.pdf.pdf at page 8.




https://www.bpa.gov/news/pubs/RecordsofDecision/rod-19961108-Delivery-of-the-Canadian-Entitlement-Final-Environmental-Impact-Statement.pdf.pdf

https://www.bpa.gov/news/pubs/RecordsofDecision/rod-19961108-Delivery-of-the-Canadian-Entitlement-Final-Environmental-Impact-Statement.pdf.pdf
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grid could not accommodate full delivery on any hour (e.g. because the
new Cross Cascades lines had not been built), then it would not be
delivered to Canada.®

= These new cross cascades line have not been built nor is there any
written plan to do so in the future.

= Furthermore, Canada (through BC Hydro, Canada’s power utility) has
stated that it does not include its share of treaty power in the
Load/Resource Balance in its IRP because the British Columbia Utilities
Commission (BCUC) does not consider it a suitable source of dependable
capacity.” This means that Canada’s internal power planning structure
does not formally depend on any transfers of power from the US to
Canada.

There is other evidence that there is no requirement to deliver 1,500 MW to Canada. See
Attachment 1, which document was filed in the EIS comment period.

PSE’s/Quanta’s study defies the “laws of the grid”

Loads in the Puget Sound region (including PSE’s loads) are served by generation located in
the Puget Sound region as well as generation located east of the Cascades which are
transmitted to the Puget Sound region on the eleven transmission lines that cross the
Cascades. There is a limit on the amount of power that these eleven lines can carry west
across the Cascades from eastern Washington to the Puget Sound area. There are
mathematical limits to the number of megawatts of power that can be moving on these lines -
the “laws of the grid”, if you will. The load in the Puget Sound region is greatest in a cold winter
scenario. The PSE Base Case load flow for heavy winter conditions in 2017-18 showed very
high loading on the eleven cross-Cascades transmission lines, even with all the Puget Sound
generation running and with only 500 MW flowing to Canada. In our load flow study, Lauckhart
& Schiffman attempted to increase the flow to Canada in this Base Case from 500 MW to 1,500
MW. The computer model found an unacceptable problem on these eleven cross cascades
lines. Then, Lauckhart & Schiffman left the flow to Canada at the 500 MW level reflected in
PSE’s Base Case, but then shut down the 1,340 MW of Puget Sound Area generation that
Quanta mentions in the Eastside Needs Assessment. Again the computer model found an

® COLUMBIA RIVER TREATY ENTITY AGREEMENT on ASPECTS OF THE DELIVERY OF THE
CANADIAN ENTITLEMENT

For APRIL 1, 1998 THROUGH SEPTEMBER 15,2024 BETWEEN THE CANADIAN ENTITY AND THE
UNITED STATES ENTITY DATED MARCH 29,1999 at paragraphs 8 & 9.
http://www.bcuc.com/Documents/Proceedings/2006/DOC 10966 B1-

131 Columbia%20River%20Treaty%20Agree.pdf

’ See BC Hydro November 2013 IRP, Chapter 2 at page 2-20.
http://www.bchydro.com/content/dam/BCHydro/customer-portal/documents/corporate/requlatory-
planning-documents/integrated-resource-plans/current-plan/0002-nov-2013-irp-chap-2.pdf




http://www.bcuc.com/Documents/Proceedings/2006/DOC_10966_B1-131_Columbia%20River%20Treaty%20Agree.pdf

http://www.bcuc.com/Documents/Proceedings/2006/DOC_10966_B1-131_Columbia%20River%20Treaty%20Agree.pdf

http://www.bcuc.com/Documents/Proceedings/2006/DOC_10966_B1-131_Columbia%20River%20Treaty%20Agree.pdf

http://www.bchydro.com/content/dam/BCHydro/customer-portal/documents/corporate/regulatory-planning-documents/integrated-resource-plans/current-plan/0002-nov-2013-irp-chap-2.pdf

http://www.bchydro.com/content/dam/BCHydro/customer-portal/documents/corporate/regulatory-planning-documents/integrated-resource-plans/current-plan/0002-nov-2013-irp-chap-2.pdf

http://www.bchydro.com/content/dam/BCHydro/customer-portal/documents/corporate/regulatory-planning-documents/integrated-resource-plans/current-plan/0002-nov-2013-irp-chap-2.pdf
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unacceptable problem on these eleven cross-Cascades lines. You can see how the computer
model gets extremely problematic if both assumptions are changed at the same time. Under
either of these scenarios, it is important to note that all of PSE’s service territory would
experience blackouts caused by low voltage, not just the Eastside. Despite numerous requests
for explanation by myself and Don Marsh, PSE/Quanta have never said how they addressed
these problem in their load flow analysis. The Bellevue city council claims they have requested
an explanation of this from PSE, but | know of no response to this request or whether it was in
fact actually requested.

PSE’s stated “electrical criteria” used in their Eastside Needs Assessment

PSE has not provided the load flow study that Quanta ran that attempts to justify Energize
Eastside. The Lauckhart-Schiffman load flow study report raises serious questions about how
Quanta conducted its load flow study to prove the need for Energize Eastside. To try to
understand why PSE’s/Quanta’s load flow study deviates from the WECC Base Case, one can
look to the eleven “electrical criteria” listed in the Eastside Needs Assessment that PSE claims
as their basis for this project. To the layperson, the electrical criteria laid out by PSE cites seem
reasonable. However, to my experienced eye, these electrical criteria reveal that PSE/Quanta
made unacceptable modifications to its study. Specifically, | believe that they failed to adhere to
industry standards and are attempting to override the “laws of the grid”. See Attachment 2.

By contrast, the Lauckhart-Schiffman load flow study does adhere to the “laws of the grid” and
follows industry standards for studying the reliability of power service to the Eastside. The
Lauckhart-Schiffman study demonstrates that Energize Eastside is not only not needed, it also
shows evidence that the PSE/Quanta studies used to justified Energize Eastside defy the “laws
of the grid”.

PSE refuses to discuss these matters with me

| have made numerous attempts to reach out to PSE to discuss all of these matters in person or
at least by phone. However, PSE has repeatedly stated that they are not available or not
interested.

Despite contrary statements by PSE to the city staff, | harbor no ill will against PSE. It may be
hard to believe in this day and age that an individual would devote as much time and energy as
I have to studying this project without some kind of ulterior motive. | am a naturally intellectually
curious individual and had | seen evidence at the outset that Energize Eastside was simply
another important piece in the framework of the Eastside’s grid, | would have moved on.
However, my deep knowledge of Pacific Northwest transmission planning and my own
conscience compel me to make the public, and especially the decision makers, aware of just
how flawed this project is.
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Conclusion

PSE has not provided the load flow study that it claims demonstrates the need for Energize
Eastside. The Lauckhart-Schiffman load flow study, which is based on the heavy winter 2017-
18 Base Case that PSE submitted to FERC, demonstrates that Energize Eastside is not only
not needed but defies the “laws of the grid”. PSE has openly criticized the Lauckhart-Schiffman
load flow study for running all the Puget Sound area generation and for not sending 1,500 MW
to Canada. But as described in this paper, the Lauckhart-Schiffman assumptions on these
matters are more defensible than the assumptions that Quanta used in its load flow analysis. In
fact, it is highly unclear how Quanta was able to resolve the cross-Cascades power flow
problems that would arise under their assumptions. It simply does not add up, and | compel you
to not accept this project at its face value. Your communities are depending on you. | am more
than willing to provide you with assistance, at no cost, to help study this further.
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Attachment 1

White Paper

Evidence that there is no requirement to deliver 1,500 MW to Canada on a Firm Basis....

Resulting Conclusion is that EE is not needed

PSE attempts to justify the Energize Eastside line by stating that PSE is required to deliver
1,500 MW to Canada on a very cold winter day during the peak load hour at the same time that
1,400 MW of local generation is not running and two major transformers on the Eastside fail.
That there is no Firm Requirement to deliver 1,500 MW to Canada (e.g. under these
extreme conditions) is evident from a number of standpoints as follows:

1)

2)

3)

Any Firm Requirement to deliver 1,500 MW to Canada would be evidenced by the existence of
a contract that shows such a requirement. No one has produced a contract that includes such a
requirement. The EIS record includes a request that either PSE, or Stantec, or the Bellevue EIS
staff produce such a contract. No such contract has been produced. We believe there is no
such contract.
FERC has stated “The record before us shows that the Energize Eastside Project is located
completely within Puget Sound'’s service territory, ... and that neither Puget Sound, nor any other
eligible party, requested to have the project selected in the regional transmission plan for
purposes of cost allocation; therefore, the project is not subject to the Order No. 1000 regional
approval process.” For these stated reasons, FERC does not consider the EE line to be a FERC
jurisdictional line. Instead FERC calls it a line for local need. From this FERC finding it is clear
that 1,500 MW to Canada (a Regional flow matter) should not be reflected in the study of the
need for EE because PSE never requested the EE line be selected in a regional transmission
plan.
There have been unsupported claims that the Columbia River Treaty requires PSE (or BPA or
some unknown entity) to deliver 1,500 MW to Canada. However that is not true as evidenced
by:
a. The treaty deliveries to Canada were by its terms supposed to be accomplished by BPA
building a new transmission line in Eastern Washington north to the Canada border near
Oliver, BC, east of the Cascades. BC Hydro was supposed to build from their system in
British Columbia to meet the new BPA line. Under that plan, there would be no impact
on transmission in Western Washington and PSE ratepayers would have paid nothing to
cause the Columbia River Treaty benefits to be moved to Canada. But for the first thirty
years of the Columbia River Treaty, Canada’s share of Treaty power was sold “Firm” for
30 years to US entities. In 1998 when those sales to US entities expired, the Treaty was
amended to eliminate the requirement to build transmission to Oliver in exchange for
giving Canada the right to sell its share of Treaty power in the future to US entities on a






4)

5)

6)

7
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short term basis.

b. The 1998 amendment to the treaty stated that if Canada later decided it wanted its
share of Treaty Power to be delivered “Firm” to Canada, then Canada needed to ask BPA
to study to determine what work would need to be done on the transmission grid to
make that happen. After that study, if Canada was willing to pay money for those
transmission improvements, then the Treaty power would be delivered “Firm” to
Canada. Canada has never made such a request to have its share of Treaty power

delivered to Canada on a Firm Basis as evidenced by BPAs response to a Public Record

Act request to search the BPA Transmission Request Queue to locate any such request
from Canada. BPA stated that it did not find any such request.
C. BPA has known since at least 1998 (when the treaty was amended) that it would not be

able to deliver Canada’s share of downstream benefits to Canada under all weather and
contingency conditions. In 2009, Puget Sound Area Study Group members developed a
draft report entitled “Assessment of Puget Sound Area/Northern Intertie Curtailment
Risk.” That study describes certain system operating plans that could reduce the
Curtailment Risk in the south-to-north direction on the tie to Canada.
On May 13, 2015 Mike Brennan was asked to have Peter Mackin of USE please provide the Firm
Transmission Service that would be relevant for his load flow studies. In other words, please
provide a copy of any and all contracts that Peter is aware of under which BPA has contracted to
provide Firm Transmission Service in the northerly direction over this line. It has been over a
year since this request was made and no response has been provided. We believe no response
was provided because no such contract exists.
Gary Swofford, 38 year Puget employee who recently retired as Chief Operating Officer of PSE
VP of PSE, spoke to the Bellevue City Council on December 14, 2015 and stated that “nothing
could be further from the truth” than a claim that Energize Eastside is being built to deliver
1,500 MW to Canada. He claims the need for Energize Eastside is simply an eastside load
matter. However, apparently unknown to Mr. Swofford, neither the USE load flow study nor
the Lauckhart-Schiffman study shows a need for Energize Eastside if 1,500 MW does not need to
be delivered to Canada. PSE has never produced a load flow study that says otherwise.
PSE claims that NERC/FERC reliability criteria require 1,500 MW to be delivered to Canada. The
EIS record includes a request that either PSE, or Stantec, or the Bellevue EIS point to specific
language in NERC/FERC reliability criteria that describes such a requirement. PSE generally
refers to NERC/FERC Reliability Criteria TPL-001. But TPL-001 is a 20 page document and no one
has pointed to specific language in TPL-001 that describes such a requirement. There is a
reference in TPL-001 to Firm Commitments, but no one has shown a contract under which a
Firm Commitment to deliver 1,500 MW to Canada exists.
Any Firm Contract to deliver 1,500 MW to Canada would be subject to FERC jurisdiction. Any
requirement under NERC/FERC Reliability Criteria would also be subject to FERC jurisdiction. If

PSE believes that a denial of their permit to build EE would violate a Firm Contract to deliver
1,500 MW to Canada or would violate a NERC/FERC Reliability Criteria, then PSE should have
requested that FERC make such a finding in CENSE’s Complaint at FERC. FERC made no such
finding in their Order on CENSE’s complaint. In fact, to the contrary, FERC stated it had no
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jurisdiction over the EE line.

8) The Western Electricity Coordinating Council (WECC) prepares the Base power flow cases for
use by western North America power companies such as PSE to help them study the grid and its
reliability. WECC prepared Base Case load flow studies for the heavy winter loading conditions
for the winter of 2018. WECC ran all of the Puget Sound gas fired generation and transferred
500 MW of power to Canada in that case. The reason WECC did not transfer more power to
Canada in its Base Case is that problems occur on the grid if that happens. WECC did not state
that the case was not compliant with FERC reliability criteria because WECC did not see a Firm
Commitment to deliver 1,500 MW to Canada.

9) The Lauckhart-Schiffman load flow study effort attempted to modify the WECC heavy winter
load base case for the year 2018 by increasing the flow to Canada. When they attempted to do
this, the load flow study could not find a solution to satisfactorily meet reliability criteria. This
was true whether or not the Energize Eastside line was included in the load flow data set being
used. Simply put, the loading on the eleven transmission lines crossing the Cascades from the
Columbia River to Western Washington could not handle the loading that would be necessary to
delivery 1,500 MW to Canada, whether or not the Energize Eastside line is built. And this is true
even with all the Puget Sound Area gas fired generation is operating. Clearly it would take a
major new transmission line crossing the Cascades (or a new line to Oliver from eastern
Washington) for 1,500 MW to be delivered to Canada on a Firm Basis.

10) CENSE has made Herculean efforts to get PSE to divulge its load flow study showing a need for
the line. PSE has created a series of excuses for not showing CENSE and its experts its studies.
The experts retained by CENSE believe that the real reason that PSE has chosen not to provide
its studies is that any such study that they might have is artificially/inappropriately made in
some fashion.

11) PSE refuses to show its load flow studies to the experts retained by CENSE because they fear
that those experts may use the data to find weaknesses in the grid which will allow them to
perform terrorist outages on the grid. FERC has stated that the CENSE experts are not
considered terrorists and FERC has stated that the CENSE experts have a legitimate need to see
the load flow data. In fact, FERC has provided the CENSE experts a number of sets of load flow
data that include data on PSE’s system and every other system in the WECC. PSE’s claim that it
will not provide its modifications to the WECC load flow cases because PSE is concerned about
terrorist activities rings untrue. FERC has already provided the information that CENSE'’s
experts would need to perform terrorist activities if they were so inclined. Nothing PSE would
provide would give any additional help. But CENSE’s experts have signed agreements with FERC
in which they promise not to use the data provided them for any nefarious purpose.

Bottom line:
a) Itis clear that there is no Firm Requirement to deliver 1,500 MW to Canada.
b) Itis clear that the grid cannot deliver 1,500 MW to Canada in an extreme cold situation with
or without the Energize Eastside line.
c) Itis clear from (a) the U.S.E. and (b) the Lauckhart-Schiffman load flow studies that
Energize Eastside is not needed if 1,500 MW is not being delivered to Canada.
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Attachment 2

PSE “Electrical Criteria” hints at how Quanta ran the load flow model that PSE claims justifies EE

“An inappropriate load flow study”

The Eastside Needs Assessment report prepared by PSE and Quanta states that PSE/Quanta
ran a load flow study that concluded that EE is needed in order to reliably serve power to the
Eastside._ But PSE has refused to show the data from its load flow study. Lauckhart &
Schiffman ran a load flow study that concluded that EE was not needed. Lauckhart-Schiffman
load flow study was performed using the Base Case load flow study that PSE files with FERC.
The Lauckhart-Schiffman load flow study report indicates that if NERC/FERC reliability
standards are followed, EE is not needed. Further, the Lauckhart-Schiffman study questions
how the PSE/Quanta load flow study could have been made to work given the problems with
the loading on the eleven transmission lines that cross the Cascades to northwest Washington
from the vicinity of the mid-Columbia River.

By looking at the 19 criteria listed In Chapter 2 of the Phase | Draft EIS, it is possible to make a
reasonable guess of how PSE/Quanta ran its load flow study. Assuming this reasonable guess
is correct, the PSE/Quanta load flow study that was used to justify EE is plainly inappropriate for
this purpose.

The “reasonable guess” is made as follows:

a) PSE stated Criteria number 7: "Adjust regional flows and generation to stress cases similar to
annual transmission planning assessment." ColumbiaGrid had run a "stressed load flow
case" for information purposes just to see how the system would respond if the Base Case was

adjusted to significantly increase stresses on the system. Columbia Grid indicated that this
stressed case caused significant adverse impacts on the system but there was no need to make
any fixes to the system to address those problems as a result of this stressed case run

because the case exceeds the NERC Reliability Criteria.® [Having a model of the system allows
the user to look at any scenario they want. In this case, apparently some party wanted to look at
a very stressed condition...so it was run. But the probability of those set of assumptions is
excessively low. And neither FERC nor NERC nor ColumbiaGrid (nor any rational person) believe

8 Ten-year extra heavy winter: 2017-18HW2 with loads increased to model five years of load growth

plus approximately 12% additon to load represent an extra heavy (5% probability of occurrence) load for 2023,
Boardman and Centralia #1 were removed, Centralia and Port Westward CTs were added as in the heavy summer
case, transfers from California were increased to make up the difference in load and generation. The Northwest

to British Columbia transfer was increased to 1500 MW and the West of Cascades North transfer was
increased to near its limit (10,200 MW) by reducing local west side gas generation. This case is being studied
for information purposes and mitigation is not required as it goes beyond what is required in the NERC
Reliability Standards. [ColumbiaGrid 2013 System Assessment Pg 12]
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that it makes sense to fix the system for this extremely low probability event. That is why

ColumbiaGrid did not look to find fixes to the problems under this scenario. However, PSE has

made this the main scenario for looking at the need for Energize Eastside - that makes no sense.]

b) As demonstrated by the Lauckhart-Schiffman report, the load flow model will not run under
this scenario because of the problems that are created on the grid unless other changes to the
data base are also made. From this same "PSE Criteria" document we can get some insight into
how Quanta may have made the load flow model run.

c) PSE stated Criteria number 8: "Take into account future transmission improvement projects
that are expected to be in service during the study period."

d) PSE stated Criteria number 2: The "Study Period" was from 2015-2024.

e) It appears that PSE thinks that sometime prior to 2025 someone will build one or two new
Cross Cascade lines. But no one is announcing today they intend to build new Cross Cascade
lines. PSE may speculate they will be built, but there is no compelling evidence they will be.

Bottom Line:

In a nutshell PSE/Quanta have decided to run a Load Flow study to determine the need for EE, which
load flow study has major flaws.

e First it starts with a Scenario that has negligible probability of occurring
e A Scenario that vastly exceeds FERC/NERC reliability criteria.
e Then in order to make that Scenario work electrically, Quanta seems to have modeled new
Cross Cascades transmission lines that no one is working on.
e And no one is working on them because any scenario that is consistent with FERC/NERC
reliability criteria says the new Cross Cascades transmission lines are not needed.
This load flow study is completely inappropriate for studying the reliability of power service to
the Eastside. The Lauckhart-Schiffman load flow study is the appropriate way for studying the
reliability of power service to the Eastside. That study demonstrates that EE is not needed.






From: Richard <lauckjr@hotmail.com>

Sent: Wednesday, March 8, 2017 9:10 PM

To: jstokes@bellevuewa.gov; jchelminiak@bellevuewa.gov; clee@bellevuewa.gov;
j.robertson@bellevuewa.gov; lrobinson@bellevuewa.gov; krwallace@bellevuewa.gov;
jpascal@kirklandwa.gov; psweet@kirklandwa.gov; tnixon@kirklandwa.gov; dasher@kirklandwa.gov;
dmarchione@kirklandwa.gov; richc@ci.newcastle.wa.us; gordonb@ci.newcastle.wa.us;
lindan@ci.newcastle.wa.us; carols@ci.newcastle.wa.us; allend@ci.newcastle.wa.us;
johndr@ci.newcastle.wa.us; johnd@ci.newcastle.wa.us; abirney@redmond.gov;
dcarson@redmond.gov; hmargeson@redmond.gov; hmyers@redmond.gov;
beshutz@redmond.gov; jestilin@redmond.gov; council@rentonwa.gov; EBCC@bellevuewa.gov
Subject: BLOWING THE WHISTLE on PSE’s Energize Eastside Project

City Council Members and staff -

Over the past two years, | have spent considerable time and energy investigating PSE’s
proposed Energize Eastside project. | am an energy consultant who worked for Puget for 22
years, most notably as vice president of power planning. | keep abreast of all new projects in
the Pacific Northwest, and two years ago | learned that PSE wishes to build 18 miles of new,
high voltage transmission lines through the Eastside. | assumed when | read through the
documentation surrounding this project that everything would check out. Instead, | came to
quite the opposite conclusion.

| have investigated this project on a deeply technical level, for no compensation whatsoever,
because | am compelled by my conscience. | am shocked and dismayed that the company
where | spent the bulk of my career would try to put forth a project that at its best is baseless,
and at its worst, a deceptive attempt by PSE to get a deeply flawed, yet highly profitable
project into their rate base.

I’'m reaching out to you today because | recognize that PSE is putting you in a difficult
position. As much as | respect the important role you play in your community, you are not
experienced transmission planners. Yet due to the way transmission projects are permitted in
the state of Washington, you are being expected to fully vet a highly complex transmission
project that, if permitted, will have a devastating impact on your community. | know that
PSE’s motto is “just trust us, it's too complicated for you.” However, your constituents are
counting on you to represent their concerns and to force PSE to be transparent about things
that up until now have been opaque. PSE is counting on the fact that you will not do a deep
dive into this project. It is a sad truth that a project of this cost and magnitude could be built
through your communities with no vetting by anyone highly experienced in Pacific Northwest
transmission planning other than PSE, which stands to gain financially from this project.



Based on my thorough investigation, | must conclude that PSE’s main goal in building this line
is to reap the generous 9.8% rate of return allowed on projects like this. This will yield PSE
over a billion dollars over the next 40-50 years. The project will not measurably improve
reliability on the Eastside and may in fact significantly increase other risks, like those of a
catastrophic pipeline fire. However disappointing this is, it is not unusual in our country. The
media is full of reports on the “death spiral” of old fashioned utilities, and despite its
seemingly progressive nature, Washington is not one of the states that has made significant
overhauls to its incentive programs for utilities to invest in smart, clean tech.

In order to “blow the whistle” on this project, | have written two detailed papers. | have also
prepared a slideshow that provides an overview of what is in the two papers and enhances the
message with graphics. | have attached all three to this message.

| would be happy to talk to you individually or in a work session if you are interested. I'm also
happy to answer any questions you have about my documents. You can reach me by
responding to this email.

Sincerely,

Richard Lauckhart
Energy Consultant
Davis, California



