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Q. Are you the same Rick T. Link who previously provided direct testimony in this 1 

case on behalf of PacifiCorp d/b/a Pacific Power (PacifiCorp or the Company)? 2 

A. Yes. 3 

I. PURPOSE AND SUMMARY OF TESTIMONY 4 

Q. What is the purpose of your reply testimony? 5 

A. I respond to adjustments related to PacifiCorp’s decision to install selective catalytic 6 

reduction (SCR) emission-reduction systems at Jim Bridger Units 3 and 4 presented 7 

by Oregon Public Utility Commission (Commission) Staff witness Ms. Sabrinna 8 

Soldavini, Oregon Citizens’ Utility Board (CUB) witness Mr. Bob Jenks, Alliance of 9 

Western Energy Consumers (AWEC) witness Dr. Lance Kaufman, and Sierra Club 10 

witness Dr. Jeremy Fisher.  I show that, in 2013, PacifiCorp made a prudent and 11 

reasonable decision to install SCRs at Jim Bridger Units 3 and 4 based on the 12 

information available at that time.  I also respond to AWEC’s challenge to 13 

environmental retrofits at Hunter Unit 1.  14 

  I respond to the recommendations related to the Energy Vision 2020 wind and 15 

transmission projects presented by Staff witness Mr. Steve Storm and AWEC witness 16 

Mr. Bradley G. Mullins.  17 

I respond to the recommendations related to the Pryor Mountain Wind Project 18 

presented by Staff witness Mr. Storm and CUB witness Mr. Jenks.  19 

Finally, I respond to the recommendation made by Sierra Club witness 20 

Dr. Ezra D. Hausman to accelerate the 2020 Protocol’s “Exit Dates” for all the 21 

Company’s coal units to 2025.     22 
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Q. Please summarize your reply testimony. 1 

A. My reply testimony addresses claims that the Company acted imprudently when it 2 

installed SCRs at Jim Bridger Units 3 and 4.  My reply testimony demonstrates that: 3 

• The Company’s decision-making process that lead to the decision to 4 

install SCRs was reasonable.  PacifiCorp used the same comprehensive 5 

model that is used for integrated resource planning, ran multiple 6 

sensitivities, including sensitivities that considered different natural gas 7 

and carbon prices and different compliance alternatives, and the results 8 

indicated that at all relevant times the installation of the SCRs was the 9 

least-cost compliance option under the majority of scenarios studied.   10 

• Before issuing the full notice to proceed (FNTP) to the Company’s 11 

Engineering, Procurement, and Construction (EPC) contractor on 12 

December 1, 2013, the Company carefully reviewed all relevant changes 13 

to market conditions and expected costs to confirm that the SCRs 14 

remained the least-cost compliance option. 15 

• Modeling additional retirement scenarios would not have materially 16 

changed the decision because even if Jim Bridger Units 3 and 4 were 17 

assumed to have retired after 2020-2021, the SCRs remain least cost. 18 

• Changes in coal costs that occurred before December 1, 2013, did not 19 

cause the SCRs to become less favorable than natural gas conversion.  20 

Sierra Club’s coal cost adjustment is flawed and substantially overstated.   21 

• Although natural gas prices were declining during 2013, they remained 22 

above the breakeven price and therefore based on the information that was 23 
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available on December 1, 2013, the SCRs remained least cost.  Sierra 1 

Club’s argument to the contrary relies on improper hindsight review and 2 

misrepresents the information that was actually available at the relevant 3 

times.   4 

• The SCRs remain least cost even if the analysis assumes a 2025 5 

depreciable life for Units 3 and 4.   6 

My reply testimony demonstrates that the Company’s emission control 7 

investments at the Hunter plant were prudent.  8 

My reply testimony addresses claims that the Energy Vision 2020 wind and 9 

transmission projects were not needed to fulfill a resource need and present customer 10 

risks that require unprecedented performance guarantees.  My reply testimony 11 

demonstrates that: 12 

• The 2017 Integrated Resource Plan (IRP) load-and-resource balance 13 

shows an immediate capacity shortfall—over 1,000 megawatts (MW) 14 

in 2021 rising to over 4,000 MW in 2036—and that the  Energy Vision 15 

2020 wind projects helped fulfill this undisputed resource need.  16 

Because there is no question that PacifiCorp had an immediate 17 

capacity need, there is no basis for the Commission to evaluate the 18 

Energy Vision 2020 project under a higher standard when considering 19 

whether they are prudent.  20 

• The Company’s selection of bids in the 2017 Request for Proposals 21 

(RFP) for renewable resources (2017R RFP) was not biased in favor of 22 

Company-owned resources. 23 
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• The Company’s treatment of the interconnection queue did not bias the 1 

outcome of the 2017R RFP.  The Company analyzed the bids and 2 

selected the initial final shortlist based on economics alone.  When 3 

interconnection constraints were considered, only one shortlisted 4 

project was removed, and that project was not a third-party power 5 

purchase agreement (PPA) project.   6 

• Solar resource sensitivities prepared before selecting winning bids in 7 

the 2017R RFP were explicitly structured to evaluate both wind and 8 

solar bids as if offered into a single RFP.  Contrary to AWEC’s claims, 9 

PacifiCorp’s sensitivity analyses demonstrates that market bids for 10 

solar resources do not displace the wind projects selected in the 2017R 11 

RFP. 12 

My reply testimony also addresses CUB’s and Staff’s concerns over the Pryor 13 

Mountain wind project and demonstrates that the Company was prudent to pursue 14 

that project outside of a competitive solicitation because it was a time-limited 15 

opportunity that is expected to provide net customer benefits over its useful life. 16 

My reply testimony responds to Sierra Club’s economic analysis supporting 17 

its request to accelerate the Exit Dates for the Company’s coal units to 2025.  My 18 

testimony shows that there have been no change in circumstances that justify Sierra 19 

Club’s request to modify the Exit Dates it had already agreed to and that retiring the 20 

Company’s coal units in 2025 is neither least cost nor least risk.  21 
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Q. Are you adopting portions of the direct testimony of Mr. Chad Teply? 1 

A. Yes.  I am adopting portions of Mr. Teply’s direct testimony related to the emission 2 

control investments at Jim Bridger Units 3 and 4 and the Hunter plant.  Specifically, I 3 

am adopting PAC/800, Teply/27:12-28:2, 29:1-29:8, 31:1-31:5, 33:8-34:4, 41:9-4 

42:20; and PAC/832. 5 

II. JIM BRIDGER SCR INVESTMENTS 6 

A. Company Process for Review of SCR Investments 7 

Q. Please summarize the evidence supporting the prudence of the Jim Bridger 8 

SCRs.  9 

A. In assessing the prudence of the Jim Bridger SCRs, the Commission must review 10 

whether the Company made a reasonable business decision in light of the facts and 11 

circumstances known or reasonably knowable to the Company in May 2013, subject 12 

to reassessment for major changes through December 1, 2013.  Viewed objectively 13 

and holistically, the evidence shows that the Company acted reasonably.  In fact, it 14 

would have been difficult for the Company to justify the prudence of any decision 15 

other than installing the Jim Bridger SCRs, because the economic analysis at all times 16 

favored this investment over other options.   17 

  In 2012, the Company was facing fast-approaching regional haze compliance 18 

deadlines for Jim Bridger Units 3 and 4.  These units are critical to providing reliable 19 

and affordable electric services to Oregon customers.  The analysis showed that early 20 

retirement of these units was never a viable economic option.  Therefore, the 21 

Company had two regional haze compliance options: invest in the Jim Bridger SCRs, 22 

or propose conversion of the units to natural gas.   23 
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  Using its System Optimizer (SO) model, the Company developed economic 1 

analysis to compare these options under a range of scenarios using different natural 2 

gas curves and carbon prices.  The analysis showed that the investment in SCRs was 3 

the most cost-effective compliance option for customers by several hundred million 4 

dollars.  Based on this analysis, in August 2012, the Company filed for a certificate of 5 

public convenience and necessity (CPCN) in Wyoming and for voluntary SCR 6 

investment pre-approval in Utah.   7 

In February 2013, the Company comprehensively updated and refined its SCR 8 

analysis in these cases using its September 2012 official forward price curve (OFPC) 9 

and its January 2013 long-term fueling plan for the Jim Bridger plant.  The results 10 

again decisively favored the Jim Bridger SCRs, this time by approximately 11 

$183 million.   12 

  The Company incorporated its updated SCR analysis from February 2013 into 13 

its 2013 IRP, filed in March 2013, with minor updates that increased the benefits of 14 

the Jim Bridger SCRs. 15 

  The Company’s SCR analysis was fully litigated by the Public Service 16 

Commission of Utah (Utah commission) and the Wyoming Public Service 17 

Commission (Wyoming commission).  In May 2013, both commissions concluded 18 

that the SCR investment was the least-cost, least-risk compliance option available to 19 

the Company.  Sierra Club participated in both cases, unsuccessfully raising many 20 

issues similar to issues it has raised in this case.  21 

  After the Utah and Wyoming commissions approved the Jim Bridger SCRs, 22 

the Company conducted another review to support its decision to execute the EPC 23 



PAC/2300 
Link/7 

Reply Testimony of Rick T. Link 

contract.  In late May 2013, the Company’s President and Chief Executive Officer 1 

authorized the Jim Bridger SCRs based on this analysis, in accordance with the 2 

Company’s governance policies.  3 

  To minimize the risks of the Jim Bridger SCRs for customers, the Company 4 

negotiated an innovative EPC contract that allowed the Company to delay significant 5 

investment in the Jim Bridger SCRs to the last possible date, December 1, 2013, 6 

while still ensuring that the Company could cost-effectively meet its compliance 7 

deadlines.  The EPC contract allowed the Company to withdraw if material changes 8 

before December 1, 2013, impacted the economics or the Company’s ability to 9 

implement the SCR projects.  10 

  Before issuing the FNTP, the Company reviewed all key decision factors, 11 

including: (1) its most recent OFPC (dated September 2013), which remained well 12 

above the SCR’s break-even point; (2) 10-year budget projections that showed that 13 

Jim Bridger coal costs were not projected to increase significantly; and (3) a 14 

 cost reduction the Company negotiated in the EPC contract.  PacifiCorp’s 15 

economic analysis of compliance alternatives for Jim Bridger Units 3 and 4 was 16 

designed to allow for rapid re-assessment of the present-value revenue requirement 17 

differential (PVRR(d)) between the SCR and natural-gas conversion alternatives with 18 

changing market conditions, complementing flexibility provisions that the Company 19 

negotiated in the EPC contract.  PacifiCorp used this analysis when choosing 20 

installation of SCRs as the best regional haze compliance alternative in May 2013 21 

and to assess how changes in market conditions affected the customer benefits before 22 

issuing the FNTP in December 2013. 23 

REDACTED
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  The Company also verified that none of its third-party forecast providers had 1 

projected increases in carbon costs in response to President Obama’s June 2013 2 

Presidential Memorandum regarding carbon emissions.  A detailed overview of other 3 

information considered by the Company before releasing the FNTP is provided in 4 

Confidential Exhibit No. Sierra Club/118, dated December 5, 2013.   5 

Q. Please explain how PacifiCorp considered the impact of a reduced natural-gas 6 

price forecast on the SCR benefits before issuing the FNTP. 7 

A. As I stated above, the Company performed comprehensive analysis of the compliance 8 

alternatives for Jim Bridger Units 3 and 4 under the regional haze regulations.  As 9 

part of this analysis, the Company produced natural-gas price sensitivities that show a 10 

strong linear relationship between natural-gas price inputs and the PVRR(d) between 11 

the SCR and natural-gas-conversion compliance alternatives.  I present this 12 

relationship in my direct testimony as Exhibit PAC/710.   13 

Based upon this relationship, PacifiCorp’s comprehensive analysis was used 14 

to establish how the SCR benefits are affected by natural-gas price assumptions.  15 

Before issuing the FNTP, the Company reviewed its most recent OFPC and, using the 16 

relationship shown in Exhibit PAC/710, readily determined that the base-case 17 

PVRR(d) continued to show significant SCR benefits ($130 million).   18 

As I described in my direct testimony,1 the Company also considered the 19 

inherent uncertainty in long-term natural-gas price forecasts.  PacifiCorp knew there 20 

was volatility in long-term price forecasts, that natural-gas prices cannot trend 21 

                                                 
1 PAC/700, Link/107. 
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downward indefinitely, and that there was a reasonable possibility that actual natural-1 

gas prices could be higher than then-current base-case projections. 2 

Q. Please explain how PacifiCorp considered the impact of Bridger Coal 3 

Company’s new mine plan before issuing the FNTP. 4 

A. As described in Mr. Dana Ralston’s testimony, in October 2013, PacifiCorp updated 5 

its Bridger Coal Company mine plan.  At the time the FNTP was issued, the 6 

Company was aware that the base case SCR compliance alternative was 7 

approximately  ($130 million PVRR(d) based on the September 2013 8 

OFPC plus  for EPC cost savings) lower cost than the natural-gas 9 

conversion alternative.  While PacifiCorp was aware that its Bridger Coal Company 10 

mine plan had been updated before issuing the FNTP, there was nothing in the 11 

updated mine plan—an interim step to developing a new long-term fueling plan for 12 

the Jim Bridger generating plant, which was completed in November 2014 and used 13 

in the 2015 IRP—to suggest delivered coal costs were increasing to a level that would 14 

eliminate the substantial SCR benefits.   15 

Q. Please explain how PacifiCorp considered the impact of reduced EPC contract 16 

costs on the SCR benefits before issuing the FNTP. 17 

A. PacifiCorp was aware, before issuing the FNTP, that EPC costs for the Jim Bridger 18 

SCRs had been reduced by .  The reduced EPC cost contributes 19 

approximately  in additional benefits to the SCR compliance alternative.  20 

These incremental benefits, tied to fixed costs for the SCRs, are easily calculated, and 21 

no model runs are required to understand how reduced EPC costs improve benefits 22 

for the SCR compliance alternative.  Before issuing the FNTP, PacifiCorp knew that 23 

REDACTED
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these EPC cost reductions would only add to the already substantial benefits of the 1 

SCR compliance alternative even after accounting for reduced base-case natural-gas 2 

price assumptions.  Moreover, as Mr. James Owen testifies, there would be increased 3 

costs and risks of natural-gas conversion under a hypothetical post-FNTP 4 

cancellation. 5 

Q. Did the Company’s modeling exhibit a bias in favor of SCR installation? 6 

A. No.  During the same timeframe, the Company elected to close other coal plants or 7 

pursue conversion to natural gas.  In each case, the Company’s decision was based on 8 

the economics of the compliance option for customers, not a predetermined 9 

preference or investment agenda.      10 

Q. Throughout this process, did the Company use the models and analytical 11 

approaches developed and applied in its IRP to evaluate the Jim Bridger SCRs?  12 

A. Yes.   13 

Q.  Does the Company agree that December 1, 2013, is the correct time for 14 

evaluating the prudence of the Jim Bridger SCRs? 15 

A.  No, not in isolation.  The normal timing for evaluating the prudence of utility 16 

decision-making is when the project is approved to proceed and contracts are 17 

executed.  For the Jim Bridger SCRs, this was May 2013.  In this case, however, the 18 

Company prudently and effectively negotiated an additional commercial structure to 19 

the EPC contract that provided risk mitigation and facilitated timely decision-making 20 

on a number of fronts that could have impacted the projects both positively and 21 

negatively through the December 2013 timeframe.  While it is relevant to consider 22 

how the Company managed the first stage of the EPC contract from the LNTP in 23 
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May 2013 to the FNTP in December 2013, this consideration should not be blind to 1 

the Company’s significant review process in May 2013, nor to the fact that the 2 

structure of the EPC contract itself is evidence of the Company’s prudence.    3 

Q. Sierra Club argues that, by December 2013, the Jim Bridger SCRs had become 4 

uneconomic as compared to natural gas conversion, so the Company should not 5 

have released the FNTP.2  Please respond.  6 

A. Sierra Club paints an inaccurate and incomplete picture of the relative economics of 7 

the Jim Bridger SCRs at the FNTP stage.  To summarize, the Company’s analysis 8 

showed over  in benefits as of December 1, 2013, based on the 9 

September 2013 OFPC and EPC contract savings.  Even if one reduces this by 10 

 to account for Sierra Club’s alleged changes in coal costs based on the 11 

October 2013 mine plan, the SCR benefits are still .3  And, reducing 12 

these benefits again based on the after-the-fact December OFPC, as Sierra Club 13 

improperly recommends, still results in  of net benefits associated with 14 

installation of the SCRs.  Based on the PVRR(d) benefits favoring SCRs, coupled 15 

with the Company’s additional risk and scenario analysis, a reasonable utility would 16 

not have terminated the EPC contract for the SCRs and switched to natural gas 17 

conversion. 18 

Moreover, as discussed by Mr. Owen, if the Company changed course in 19 

December 2013 with less than two years before the initial compliance deadline at Jim 20 

Bridger Unit 3, the costs and risks of natural gas conversion would have been higher 21 

                                                 
2 Sierra Club/100, Fisher/55. 
3 As discussed in Mr. Ralston’s testimony, this $30 million figure is a conservative estimate, which is a rough 
approximation based on the October 2013 Mine Plan and 2015 IRP analysis Sierra Club used in its analysis in 
front of the Washington commission.   

REDACTED
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than was projected in the SCR analysis, which assumed normal permitting and 1 

construction timelines. 2 

Cancelling the SCRs in December 2013 would have been imprudent absent an 3 

undisputable reversal of project economics, new or changed environmental 4 

compliance requirements, changes to legislative policies impacting the resource for 5 

all customers, or similar major events.  None of those things occurred. 6 

Q. Sierra Club claims that the Company “has not provided any evidence that it 7 

actually reviewed” the changed coal prices before issuing the FNTP.4  Is that 8 

true? 9 

A. No.  The Company’s testimony provides evidence describing the review process that 10 

occurred.  Sierra Club appears to believe that “evidence” must be in the form of 11 

written documentation.  PacifiCorp’s legal briefing will address this issue in more 12 

detail, but it is my understanding that the Commission does not strictly require 13 

contemporaneous documentation to demonstrate prudence.5   14 

Q. Sierra Club also faults the Company for not conducting a comprehensive update 15 

of its SCR analysis before issuing the FNTP.6  Is that a reasonable proposal? 16 

A. No.  Reasonable business practices neither allowed nor required the Company to 17 

continually re-create its entire SCR analysis as market dynamics constantly changed.  18 

Such an approach would paralyze the Company’s ability to act—a result that would 19 

                                                 
4 Sierra Club/100, Fisher/56. 
5 See In the Matter of PacifiCorp, dba Pacific Power 2012 Transition Adjustment Mechanism, Docket No. UE 
227, Order No. 11-435 at 14 (Nov. 4, 2011) (“While contemporaneous written documentation is among the 
most persuasive types of evidence a utility can present, we have held that in most instances it is not strictly 
required.  The question is whether the utility has demonstrated through evidence the objective reasonableness of 
its actions at the time the Company acted”).  
6 Sierra Club/100, Fisher/61. 
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have been clearly imprudent given the multi-year construction timeline, the 1 

impending compliance deadlines, and the clearly favorable economics.  2 

Q. Please describe Staff’s recommendation regarding the decision-making process. 3 

A. Staff “does not disagree the Company acted reasonably to comply with state and 4 

federal environmental regulations” by installing the SCRs and agrees that the decision 5 

itself was prudent.7  But Staff takes issue with the decision-making process, which 6 

Staff claims was deficient.8   7 

Q. Staff claims that the Company should have analyzed more alternative 8 

compliance scenarios.9  Do you agree? 9 

A. No.  In the Company’s 2013 IRP analysis, the Company analyzed three different 10 

scenarios: (1) installing the SCRs in 2015 and 2016; (2) retiring Units 3 and 4 in 11 

December 2020 and December 2021, respectively; and (3); conversion of Units 3 and 12 

4 to natural gas in 2016 and 2017, respectively.  Staff also acknowledges that the 13 

Company analyzed a fourth alternative—retiring Units 3 and 4 in 2022 and 2023, 14 

respectively.10 15 

Q. Does Staff indicate how many compliance scenarios should have been studied or 16 

identify specific alternative scenarios that should have been examined? 17 

A. No.  Staff testifies that it is not “up to Staff to determine what constitutes a reasonable 18 

number of options the Company must explore.”11   19 

                                                 
7 Staff/700, Soldavini/44. 
8 Staff/700, Soldavini/44. 
9 Staff/700, Soldavini/44-45. 
10 Staff/700, Soldavini/45. 
11 Staff/700, Soldavini/46. 
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Q. Why did your economic analysis examine only the four scenarios described by 1 

Staff? 2 

A. The Company’s economic analysis of the least-cost, least-risk compliance options for 3 

Units 3 and 4 focused on realistic compliance scenarios available to the Company 4 

given the timing and scope of compliance obligations and applicable construction 5 

timelines.  To the extent Staff believes the Company should have studied additional 6 

compliance scenarios that would have allowed the units to operate longer without 7 

SCRs, as addressed by Mr. Owen, it was not clear that the Company could have 8 

negotiated such an outcome.  As explained in the Company’s direct testimony, 9 

Wyoming and the U.S. Environmental Protection Agency (EPA) confirmed in mid-10 

2012 that the SCRs were required in 2015 and 2016.12  That left the Company with 11 

roughly three-and-a-half years to install the SCR on Unit 3 to meet the 2015 12 

compliance deadline.  The Company knew that it would take roughly two-and-a-half 13 

years to install the SCR or convert the units to natural gas, which is why the 14 

Company executed the EPC contract in May 2013 to allow the Unit 3 SCR to be 15 

installed by then end of 2015.  Given these deadlines, the Company reasonably 16 

concluded there was insufficient time to re-open negotiations and push for a 17 

compliance option that would allow the Company to retire the units at a later date in 18 

exchange for not installing the SCRs.  Had the Company assumed that it could delay 19 

SCR installation and that assumption turned out wrong (because either the EPA or 20 

Wyoming did not approve), the Company would have insufficient time to install the 21 

SCRs or convert the units to gas.  This would have created a de facto retirement of the 22 

                                                 
12 See PAC/800, Teply/26-32. 
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units.  The Company’s modeling showed that retirement in 2015 and 2016 was the 1 

least economic option available and therefore it would have been imprudent to risk 2 

such an outcome in pursuit of a regulatory outcome that was unlikely to be 3 

successful.    4 

Q. AWEC argues that the Company should have also analyzed a scenario that that 5 

assumed Units 3 and 4 were retired in 2024 and 2025, respectively, while CUB 6 

argues that the Company should have also analyzed retirement in 2023 and 7 

2024, respectively or natural gas conversion in 2024 and 2025.13  Why did you 8 

not perform this analysis?  9 

A. As discussed above, those were not realistic compliance scenarios given the time 10 

constraints applicable to Units 3 and 4.  Even if economic modeling would have 11 

shown that those were potentially lower cost options, if the Company could not 12 

achieve those outcomes in the real world then the modeling is irrelevant to the 13 

underlying decision-making process.   14 

Q. CUB claims that the Company never “seriously” considered retiring Units 3 and 15 

4 early instead of installing SCRs.14  Do you agree? 16 

A. No.  CUB claims that the Company did not analyze early retirement in 2023 and 2024 17 

before applying for a CPCN in Wyoming and therefore the decision to invest in the 18 

SCRs was made without having performed that analysis.  But the 2013 IRP analysis 19 

did consider early retirement in 2020 and 2021 and the SCRs remained the least cost 20 

alternative.  As explained in my direct testimony,15 when the SO model was forced to 21 

                                                 
13 AWEC/300, Kaufman/38; CUB/100, Jenks/13-14. 
14 CUB/100, Jenks/13-14. 
15 PAC/700, Link/109-110. 
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retire Units 3 and 4 early, the model added a new natural gas resource in 2017, which 1 

caused the PVRR(d) to be $588 million in favor of the SCRs. 2 

Q. Staff also claims that the Company “should at least have analyzed” potential 3 

transmission system benefits associated with retiring Units 3 and 4 “to provide 4 

the Commission with more information regarding the least-cost option.”16  Is 5 

this a fair criticism? 6 

A. No, because Staff ignores the analysis the Company provided on this point.  As Staff 7 

points out, Sierra Club raised this issue in the 2013 IRP.  Sierra Club also raised this 8 

issue in the Utah and Wyoming pre-approval cases, where it argued that Energy 9 

Gateway transmission costs should be considered a benefit to early retirement 10 

outcomes.  As background, the Company’s scenario analysis assumed in all cases that 11 

all segments of the Energy Gateway project would be implemented.  In response to 12 

Sierra Club’s concern, the Company conducted a sensitivity study that removed the 13 

Energy Gateway transmission investments and Wyoming wind resources that were 14 

able to interconnect because of Energy Gateway from both the SCR and gas 15 

conversion alternative model runs.  The sensitivity resulted in a PVRR(d) of 16 

$230 million favorable to the SCR.  The Company included this sensitivity analysis in 17 

both its Utah and Wyoming approval cases.  The Utah commission found that the 18 

“Company’s sensitivity case which retires Bridger Units 3 and 4 and cancels certain 19 

Energy Gateway transmission investment, and consequential wind resource 20 

investment, shows this alternative would be higher cost than the [SCRs].”17  The 21 

                                                 
16 Staff/700, Soldavini/48. 
17 In the Matter of the Voluntary Request of Rocky Mountain Power for Approval of Resource Decision to 
Construct Selective Catalytic Reduction Systems on Jim Bridger Units 3 and 4, Utah PSC Docket No. 12-035-
092, Redacted Report and Order at 30 (May 10, 2013) (hereinafter Utah SCR Order). 
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Wyoming commission also rejected Sierra Club’s argument as unpersuasive because, 1 

unlike the Company, Sierra Club had not performed any analysis.18 2 

  In response to Sierra Club raising this issue again in the 2013 IRP docket, the 3 

Company referenced its Energy Gateway sensitivity in its Final Comments in docket 4 

LC 57.19 5 

Q. Did Staff’s testimony address this sensitivity analysis? 6 

A. No.  Staff’s testimony did not acknowledge this analysis nor does Staff challenge the 7 

results.   8 

Q. Has Sierra Club renewed this argument in this case? 9 

A. No.  Sierra Club has apparently abandoned this argument; Dr. Fisher did not raise it 10 

in this case nor did he raise it in testimony filed in Washington or California.    11 

Q. Staff also faults the Company for not “allow[ing] itself sufficient time to explore 12 

alternatives after the issuance of Order No. 12-493.”20  Is this a fair criticism? 13 

A. No.  Order No. 12-493 is the Commission’s final order in the Company’s 2012 14 

general rate case (docket UE 246).  In that order, the Commission addressed the 15 

prudence of certain earlier emission control investments made at several of the 16 

Company’s coal units.  The Commission issued Order No. 12-493 in December 2012, 17 

after the Company had already conducted its initial economic analysis in August 2012 18 

that supported the Wyoming and Utah pre-approval processes.  Therefore, the 19 

                                                 
18 In the Matter of the Application of Rocky Mountain Power for Approval of a Certificate of Public 
Convenience and Necessity to Construct Selective Catalytic Reduction Systems on Jim Bridger Units 3 and 4 
Located Near Point of Rocks, Wyoming, Wyoming PSC Docket No. 20000-418-EA-12 (Record No. 13314), 
Memorandum Opinion, Findings and Order Granting Application for a Certificate of Public Convenience and 
Necessity at ¶ 51 (May 29, 2013) (hereinafter Wyoming SCR Order). 
19 In the Matter of PacifiCorp’s 2013 Integrated Resource Plan, Docket No. LC 57, PacifiCorp Final 
Comments at 14, n. 6 (Feb. 4, 2014). 
20 Staff/700, Soldavini/48. 
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Company could not have incorporated the Commission’s direction in Order No. 12-1 

493 into that original analysis.  And, as explained by Mr. Owen, projects as complex 2 

as the SCRs require significant lead time and therefore could not be delayed.    3 

Q. Setting aside the fact that Order No. 12-493 was issued after the Company 4 

conducted its initial assessment, is the Company’s SCR analysis responsive to 5 

the Commission’s concerns? 6 

A. Yes.  Staff mischaracterizes the Company’s analysis here by claiming that the 7 

analysis “generally followed along the same lines as the coal analysis in [docket] UE 8 

246.”21  Staff ignores the improvement in the Company’s modeling that occurred 9 

between 2008-2009, when the analysis in docket UE 246 was performed, and 2012-10 

2013, when the SCR analysis was performed.  Indeed, in Order No. 12-493, the 11 

Commission identified five modeling deficiencies, each of which was addressed in 12 

the Company’s SCR analysis: 13 

• First, the Commission faulted PacifiCorp for examining only immediate shut-14 

down as an alternative to emission control investments.22  As discussed above, 15 

the SCR analysis examined multiple early retirement dates and the Company 16 

was able to use those results to determine that early retirement was not a lower 17 

cost alternative.  The Company also analyzed converting the units to natural 18 

gas, which was also found to be higher cost than the SCRs. 19 

• Second, the Commission faulted PacifiCorp for the lack of meaningful 20 

sensitivity and scenario analyses.  The Commission explained: “Major 21 

                                                 
21 Staff/700, Soldavini/48-49. 
22 In the Matter of PacifiCorp, dba Pacific Power Request for a General Rate Revision, Docket No. UE 246, 
Order No. 12-493 at 29 (Dec. 20, 2012). 



PAC/2300 
Link/19 

Reply Testimony of Rick T. Link 

resource decisions should not rely largely on single point forecasts, but should 1 

instead be shown to be robust over a wide range of futures/scenarios and input 2 

assumptions.”23  Here, PacifiCorp’s analysis included nine separate price-3 

policy scenarios that accounted for a broad range of future natural gas and 4 

carbon dioxide prices.  The Company also performed additional sensitivities 5 

related to early retirement and avoidance of transmission investments, both of 6 

which are discussed above. 7 

• Third, the Commission faulted PacifiCorp for not incorporating potential costs 8 

of known, emerging regulations.24  In this case, no party claims that 9 

PacifiCorp failed to account for other emerging regulations. 10 

• Fourth, the Commission faulted PacifiCorp for not updating its analysis.25  11 

The Commission noted: “While we do not expect a utility to engage in a 12 

never-ending process of reconsideration of its investment decisions, with 13 

major resource investments such as these, a reasonable utility would consider 14 

changing conditions that significantly impact the financial viability of the 15 

investments.”26  Here, the Company prepared its initial analysis in August 16 

2012.  The Company then comprehensively updated that analysis in February 17 

2013 and that updated analysis was then incorporated into the 2013 IRP.  The 18 

Company then carefully monitored changing market conditions, including 19 

natural gas and coal prices, before executing its EPC contract in May 2013 20 

and then again before issuing the FNTP on December 1, 2013.  In every 21 

                                                 
23 Id. 
24 Id. at 30. 
25 Id. 
26 Id. 
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updated analysis, the SCRs remained the least-cost, least-risk compliance 1 

alternative.   2 

• Fifth, the Commission faulted the Company for not conducting a full resource 3 

portfolio analysis and instead limited its PVRR(d) to only market purchases, 4 

rather than a mix of replacement resources.27  Here, the Company used its SO 5 

model to conduct the exact portfolio analysis the Commission requested, 6 

which compared the costs of the SCRs against a suite of alternative resources, 7 

including natural gas conversion and early retirement, while capturing how 8 

those alternative compliance outcomes might influence changes to the 9 

resource mix.   10 

B. Coal Costs 11 

Q. What is the basis for Sierra Club’s coal-cost adjustment in this case? 12 

A. Sierra Club claims that the October 2013 mine plan increased coal costs and 13 

decreased the SCR PVRR(d) by $59.3 million.  Sierra Club’s adjustment is not 14 

actually based on the Bridger Coal Company October 2013 mine plan, however, but 15 

rather on a modified version of Sierra Club’s previous analysis—presented to the 16 

Washington Transportation and Utilities Commission (Washington commission) and 17 

California Public Utilities Commission (California commission)—of coal cost 18 

changes between the January 2013 and November 2014 long-term fueling plans.28  19 

Relying on the November 2014 long-term fueling plan is inappropriate because this 20 

information was not available to the Company when the FNTP was issued on 21 

December 1, 2013.  22 

                                                 
27 Id. 
28 Sierra Club/100, Fisher/43. 
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Q. Does Sierra Club justify its use of coal-cost forecasts from 2014 in its 1 

comparative analysis of coal-cost assumptions used in the Company’s Jim 2 

Bridger SCR analysis? 3 

A. No.  In litigation before the Washington commission, Sierra Club relied on coal costs 4 

taken from the 2015 IRP to argue that coal costs had increased in 2013.  In addition to 5 

relying on information that was unavailable when the Company made its decision, 6 

Sierra Club’s analysis was riddled with errors.  Without agreeing that the 2015 IRP 7 

was an appropriate source for coal cost forecasts, as described by Mr. Ralston, the 8 

Company demonstrated that if the coal costs in the SCR analysis were replaced by the 9 

coal costs from the 2015 IRP, the benefits of the SCR investment would have 10 

decreased approximately $31 million but remained favorable relative to natural gas 11 

conversion.  Without explaining the derivation of this number, Sierra Club now 12 

claims this was the cost increase associated with the October 2013 mine plan, and 13 

adds reclamation costs on top of this amount.  However, Mr. Ralston shows that 14 

under the October 2013 mine plan, there were no coal cost increases at all.   15 

Q. What is the basis for AWEC coal cost adjustment? 16 

A. AWEC argues that the Company’s coal price forecasts are consistently too low when 17 

compared to actuals and if coal prices were 20 percent higher than assumed in the 18 

SCR analysis, natural gas conversion becomes the least-cost compliance option.  As 19 

explained by Mr. Ralston, AWEC’s analysis is based on hindsight and flawed 20 

calculations.  21 
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  Taken together, neither Sierra Club nor AWEC have demonstrated that 1 

increased coal costs that were known in late 2013 rendered the SCRs higher cost than 2 

natural gas conversion.   3 

C. Natural-Gas Prices 4 

Q. At the time it made the decision to proceed with the Jim Bridger SCRs and issue 5 

the FNTP, did the Company evaluate how projections of natural-gas prices 6 

affected its base case analysis of the Jim Bridger SCRs? 7 

A. Yes.  The economic analysis of the Jim Bridger SCRs used base-case natural-gas 8 

prices from the Company’s September 2012 OFPC, which yielded a nominal 9 

levelized price at Opal over the 2016-through-2030 timeframe of $5.72/million 10 

British thermal units (MMBtu).  This is above the break-even levelized Opal natural-11 

gas price for the SCRs at $4.86/MMBtu, referenced in my direct testimony at Exhibit 12 

PAC/710.  As described in my direct testimony, the Company estimated that the Jim 13 

Bridger SCRs remained approximately $130 million lower cost than the gas-14 

conversion alternative when applying natural-gas price assumptions from the 15 

September 2013 OFPC.   16 

Q. Please describe Sierra Club’s claims about the natural-gas price assumptions 17 

used in the SCR economic analysis. 18 

A. Sierra Club points the Company’s December 2013 OFPC to make an adjustment to 19 

the Company’s analysis.29  Using the December 2013 OFPC, Sierra Club reduced the 20 

Company’s base-case analysis developed using the September 2012 OFPC showing a 21 

$183 million benefit from the Jim Bridger SCRs by $146 million.30  This equates to a 22 

                                                 
29 Sierra Club/100, Fisher/46. 
30 Sierra Club/100, Fisher/46. 
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$93 million reduction from the Company’s analysis showing a $130 million benefit 1 

from the Jim Bridger SCRs when applying the September 2013 OFPC.   2 

Q. Was the December 2013 OFPC completed at the time the FNTP was issued to 3 

the contractor? 4 

A. No.  The December 2013 OFPC was completed approximately one full month after 5 

the FNTP was issued to the contractor.  The Company has a long and well-6 

documented history of finalizing its OFPC on the last trading day of each calendar 7 

quarter.  The December 2013 OFPC was produced on December 31, 2013.  The 8 

FNTP was issued to the contractor on December 1, 2013. 9 

Q. Please describe the long-standing process the Company uses to develop its 10 

natural gas price curves when producing its quarterly OFPC updates. 11 

A. PacifiCorp’s natural gas OFPC is constructed from three components—a forward 12 

market component, a blended component, and a fundamentals component.  At the 13 

time, the first 72 months (years one through six) of the natural gas OFPC, beginning 14 

with the first full forward month, was based on forward market data consistent with 15 

broker quotes and settled forward prices observed on the last trading day of a calendar 16 

quarter.  The next 12 months (year seven) were a blend of forward market prices and 17 

forward period fundamentals-based prices.  The blended component was calculated 18 

by averaging monthly prices from the prior year and monthly prices from the 19 

subsequent forward year.  The fundamentals-based component (year eight and 20 

beyond) was based upon expert third-party price forecasts. 21 

The Company performs a comparative analysis of expert third-party price 22 

forecasts each calendar quarter to ensure that the fundamentals-based forecast aligns 23 
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with the most current expert forecasts.  When performing this comparative analysis, 1 

the Company reviews data supporting each third-party forecast, including quarter-on-2 

quarter changes in supply, demand, net imports/exports, and basis differentials, which 3 

define price differentials from specific regional natural gas markets relative to Henry 4 

Hub.  The Company further reviews how these fundamental drivers compare among 5 

the third-party forecasts.  When choosing a fundamentals-based natural gas price 6 

forecast for use in a quarterly OFPC, the Company generally strives to adopt a 7 

moderate long-term projection that represents neither the highest nor the lowest 8 

forecast available from third-party experts. 9 

Q. Has Sierra Club conceded that the December OFPC was not available until after 10 

the Company issued the FNTP? 11 

A. Yes.  In the Washington proceeding, Dr. Fisher admitted that the first six years of the 12 

curve were based on settled prices for December 30, 2013, and this information was 13 

not available to the Company on December 1.31  Notably, the Washington 14 

commission gave “no weight” to Sierra Club’s evidence on this point because it was 15 

not based on what was known on December 1, 2013.32 16 

 

 

                                                 
31 Wash. Utils. & Transp. Comm’n v. PacifiCorp, WUTC Docket No. UE-152253, Hearing Transcript. Fisher, 
at 759:17-22; 760:11-14 (June 1, 2016) (“Q: So isn’t it true that the first six years of he Company’s forward 
price curve is based on settled prices from the last day of the quarter? A. I understand that to be the case, that 
the first six years are based on the settled prices at the end of the quarter. . . Q. So just to be clear, there was no 
way that that end-of-quarter data was available to the Company on December 1st, 2013; correct? A. Just a 
moment, please.  The information that would have been available to the Company at the end -- sorry, on 
December 2nd, no, they would not have had the forward prices for the first six years from the market[.]”). 
32 Wash. Utils. and Transp. Comm’n v. PacifiCorp, WUTC Docket No. UE-152253, Order 12 n. 158 (Sept. 1, 
2016) (hereinafter WUTC Order 12). 
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Q. What fundamentals-based long-term natural gas price forecasts were available 1 

to the Company during the development of the December 2013 OFPC? 2 

A. PacifiCorp received an updated long-term natural gas price forecast from three 3 

different third-party experts after it finalized its September 2013 OFPC—an updated 4 

forecast from  dated October 22, 2013; an updated forecast from 5 

 dated November 20, 2013; and an updated forecast from  dated 6 

December 11, 2013.  The  long-term price forecast for Opal showed 7 

a nominal levelized price of /MMBtu over the 2016-2030 timeframe.   8 

  Over this same forecast period, the  and  long-term forecasts for 9 

Opal showed a nominal levelized price of /MMBtu and /MMBtu, 10 

respectively.  Nominal levelized prices for two of these three price forecasts are well 11 

above the break-even levelized Opal natural gas price of $4.86/MMBtu.   12 

Q. Could the Company have completed its review of third-party forecasts 13 

considered for the December OFPC before the FNTP was issued to the EPC 14 

contractor on December 1, 2013? 15 

A. No.  The Company did not receive updated natural gas price forecasts from all of the 16 

third-party expert forecasters until December 11, 2013.  As discussed above, the 17 

Company performs a comparative analysis of third-party expert forecasts when 18 

choosing a fundamentals-based forecast for use in its quarterly OFPCs and strives to 19 

adopt a moderate long-term projection.  This comparative analysis was not completed 20 

until December 19, 2013, which in turn was used to support the December OFPC that 21 

was finalized on December 31, 2013. 22 

REDACTED
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Q. Sierra Club argues that the CERA and Wood-Mackenzie forecasts that were 1 

received before December 1, 2013 projected  relative to their 2 

earlier forecasts, which indicated a downward trend that should have informed 3 

the Company’s decision to issue the FNTP.33  How do you respond? 4 

A. As noted above, the nominal levelized natural-gas price in the September 2013 OFPC 5 

was $5.35/MMBtu.  Two of the Company’s three third-party forecasts were higher 6 

than the September 2013 OFPC.  The average price for the two forecasts received 7 

before December 1, 2013, was above the breakeven price.  And the only consultant 8 

forecast that was less than the break-even point showed a  9 

 relative to the same consultant’s August forecast—undermining Sierra Club’s 10 

claim that natural-gas prices were “dropping rapidly through 2013.”34  11 

 12 

 13 

Although the Company does not make long-term resource decisions based on 14 

isolated consultant forecasts, this data demonstrates the reasonableness of the 15 

Company’s continued reliance on its September 2013 OFPC, especially given the 16 

inherent uncertainty in long-term forecasts.  Indeed, Sierra Club’s own testimony 17 

demonstrates that natural gas prices actually increased throughout the first three 18 

quarters of 2014.35  While the Company disputes the relevance of gas price forecasts 19 

received after December 1, 2013, Sierra Club’s own evidence undercut its insistence 20 

that gas prices were in free fall when the Company issued the FNTP.   21 

                                                 
33 Sierra Club/100, Fisher/48-50. 
34 Sierra Club/100, Fisher/50. 
35 Sierra Club/100, Fisher/47. 
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Q. Sierra Club claims short-term trading forwards and one-year EIA projections 1 

also showed declining natural gas prices.36  How do you respond? 2 

A. The Company’s long-term resource planning decisions are based on long-term price 3 

forecasts because these are the prices that have the most influence on the economic 4 

analysis for long-term resource decisions.  While short-term market forwards may 5 

have been declining in late 2013, the long-term forecasts were still above the 6 

Company’s break-even point when it provided the FNTP to the contractor. 7 

Q. Is Sierra Club’s testimony in this case consistent with its prior testimony on the 8 

appropriate natural-gas prices for evaluating the SCR investment? 9 

A. No.  Sierra Club testified in the Company’s Utah rate case shortly after the Company 10 

issued the FNTP.  There Sierra Club argued that the September 2013 OFPC was the 11 

correct curve for determining whether to proceed with the SCRs.37   12 

  Moreover, Sierra Club’s contemporaneous comments in docket LC 52 also 13 

undermine its claim here that rapidly declining gas prices in 2013 were making the 14 

SCRs uneconomic.  In August 2013, Sierra Club filed comments with the 15 

Commission relating to the Company’s 2013 IRP.  Sierra Club stated that the 2013 16 

IRP “represents large strides in the technical construction of an [IRP] with 17 

transparency in mechanisms and assumptions.”38  The only reference to the Jim 18 

Bridger SCRs was Sierra Club’s assurance that the IRP was “broadly consistent” with 19 

the process used in the Wyoming CPCN proceeding “wherein most Company 20 

                                                 
36 Sierra Club/100, Fisher/48-49. 
37 PAC/2301 (Utah Docket 13-035-184, Direct Testimony of Jeremy Fisher at 9:3-12, 11:5-7). 
38 In the Matter of PacifiCorp’s 2013 Integrated Resource Plan, Docket No. LC 57, Sierra Club’s Preliminary 
Comments on PacifiCorp 2013 Integrated Resource Plan at 1 (Aug. 22, 2013). 
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assumptions were open to intervenor examination.”39  Sierra Club did not criticize or 1 

recommend non-acknowledgment of the Jim Bridger SCRs. 2 

   In January 2014, Sierra Club filed additional comments with the Commission 3 

and recommended that the Commission not acknowledge the Jim Bridger SCRs for 4 

three reasons—total plant retirement would allow the Company to avoid transmission 5 

investments, the SCR analysis had understated carbon prices, and that the SCR 6 

decision was driven by a desire to keep the Bridger Coal Company mine open.40 7 

Sierra Club raised none of these issues in this case.  More importantly, Sierra Club 8 

never argued that declining natural gas prices rendered the SCRs uneconomic.  This 9 

fact is significant because Sierra Club’s comments were filed contemporaneous to the 10 

time it now claims that it was clear that declining natural gas prices made conversion 11 

to natural gas a clearly superior option.   12 

Q. Sierra Club claims that “projecting forward the Company’s own projections of 13 

prices at the Opal hub would have shown that the project would cross 14 

Mr. Link’s ‘breakeven’ of $4.86/MMbtu in September 2014.”41  Is this a 15 

reasonable methodology for forecasting natural gas prices? 16 

A. No.  Sierra Club appears to have simply performed a straight-line regression of the 17 

Company’s nominal levelized Opal prices from its OFPC from December 2011 18 

through December 2016.  This approach, however, is not a generally accepted 19 

methodology for forecasting prices and the Company would never rely on such an 20 

over-simplified and superficial analysis to make resource decisions.  The flaw in 21 

                                                 
39 Id. 
40 In the Matter of PacifiCorp’s 2013 Integrated Resource Plan, Docket No. LC 57, Sierra Club’s Final 
Comments on PacifiCorp 2013 Integrated Resource Plan at 17-18 (Jan. 10, 2014). 
41 Sierra Club/100, Fisher/47. 
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Sierra Club’s approach is apparent because its methodology would show gas prices 1 

eventually reaching zero and then becoming negative.   2 

Q. Sierra Club further criticizes the Company for not updating its low gas and high 3 

gas prices used in its sensitivity analysis based on the lower gas prices reflected 4 

in the September 2013 OFPC.42  Was there any reason for the Company to 5 

update these sensitivities based on lower gas prices? 6 

A. No.  The breakeven analysis obviated the need to conduct additional sensitivities 7 

surrounding natural gas prices because the Company knew that as long as the natural 8 

gas price remained above the breakeven point—which it did at all relevant times—the 9 

SCRs were superior to natural gas conversion.    10 

Q. Were there any other SCR-related costs that changed before the Company 11 

issued its FNTP? 12 

A. Yes.  As Sierra Club concedes, by the December 2013 timeframe, when the Company 13 

issued its FNTP to the contractor, the Company was aware that its share of the SCR 14 

cost was reduced by approximately .  When issuing the FNTP, the 15 

Company was aware that these reduced costs would partially offset lower natural-gas 16 

prices, while recognizing that there was uncertainty in how future natural-gas prices 17 

might compare to then-current forecasts. 18 

Q. Are there other natural gas price considerations Sierra Club neglected to 19 

address in its analysis of the Company’s natural gas price assumptions? 20 

A. Yes.  Sierra Club focuses entirely on base case natural gas price assumptions and how 21 

these natural gas price assumptions changed before the Company issued its FNTP to 22 

                                                 
42 Sierra Club/100, Fisher/54. 
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the EPC contractor.  As evidenced by this robust discussion, long-term natural gas 1 

price forecasts are inherently uncertain.  Because natural gas price assumptions are 2 

uncertain and important in evaluating Regional Haze compliance alternatives for Jim 3 

Bridger Units 3 and 4, the Company’s analysis considered a range of natural gas price 4 

forecasts to inform its decision to install the SCR systems.  Sierra Club largely fails to 5 

recognize this uncertainty by focusing its analysis solely on forecasted base case 6 

natural gas price assumptions. 7 

Q. What are the implications of ignoring natural gas price uncertainty? 8 

A. An analysis that focuses entirely on base forecasts assumes that either the assumption 9 

is not critical to the analysis or that the forecast assumption is known with a high 10 

degree of certainty.  As documented in my direct testimony, natural gas price 11 

assumptions are an important driver to the Jim Bridger Units 3 and 4 SCR analysis.  12 

No party contests that natural gas price assumptions are an important factor in the 13 

Company’s analysis.  Moreover, no party testifies that future natural gas price 14 

projections are certain.  15 

Sierra Club performed flawed analysis recommending adjustments to the 16 

Company’s analysis as if long-term base case forecasts for natural prices are fixed.  In 17 

addition to the errors in their analysis, Sierra Club fails to recognize that even though 18 

natural gas price forecasts were falling in 2013, actual natural gas prices will fluctuate 19 

from any forecast over time.  This narrow mindset ignores the fact that the Company 20 

informed its decision to install SCRs at Jim Bridger Units 3 and 4 using base case 21 

assumptions and scenario analysis, as presented in my direct testimony, which 22 

captures uncertainty in natural gas prices and carbon dioxide (CO2) prices. 23 



PAC/2300 
Link/31 

Reply Testimony of Rick T. Link 

D. 2025 Depreciable Lives 1 

Q. AWEC and CUB fault PacifiCorp because the analysis of the Jim Bridger SCRs 2 

assumed that the units would operate until 2037 even though Oregon 3 

ratemaking assumes 2025 depreciable lives.43  Does Oregon’s shorter depreciable 4 

lives for Units 3 and 4 render the Jim Bridger SCRs uneconomic? 5 

A. No.  While a shorter depreciable life reduces the PVRR(d) benefits for the SCR 6 

compliance case, even with a 2025 depreciable life, the SCR systems remain the least 7 

cost compliance option.  Both CUB and AWEC appear to incorrectly assume that the 8 

Jim Bridger plant would be removed from rates if the depreciable life is shortened to 9 

2025.  However, based on the ratemaking treatment at the time of the analysis it was 10 

not contemplated that a coal plant would be removed from Oregon rates at the end of 11 

its depreciable life.  In other words, if the plant continued to operate beyond 2025, it 12 

would continue to be included in rates.44 13 

Q. Has PacifiCorp calculated the impact of using a 2025 depreciable life? 14 

A. Yes.  The Company’s analysis assumes the Jim Bridger plant continues operating 15 

beyond 2025 and that projected run-rate operating costs, including run-rate capital 16 

costs, beyond 2025 are treated as an expense.45  With the shortened depreciable life 17 

applied to both the gas conversion and SCR compliance scenarios, the Jim Bridger 18 

SCRs remain favorable to gas conversion, with a PVRR(d) of  on a 19 

system basis.  If the shortened depreciable life is applied only to the SCR compliance 20 

                                                 
43 AWEC/300, Kaufman/34; CUB/100, Jenks/16-17. 
44 Note that the 2020 Protocol, which suggests an Exit Date for the Jim Bridger Units 3 and 4 was filed in 
December 2019 and therefore did not impact the Company’s analysis in 2013. 
45 Note that Senate Bill 1547, which requires the removal of coal generation from Oregon rates was passed in 
2016 and therefore did not impact the Company’s analysis in 2013. 
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scenario, then the PVRR(d) benefits of the SCR alternative are  on a 1 

system basis. 2 

Q. Is AWEC’s testimony in this case consistent with how Dr. Kaufman has 3 

previously analyzed investments that the Jim Bridger plant? 4 

A. No.  In PacifiCorp’s 2017 Transition Adjustment Mechanism (TAM) (docket UE 5 

307), Dr. Kaufman, on behalf of Staff, argued that PacifiCorp was imprudent in 2013 6 

for failing to invest potentially hundreds of millions of dollars in coal handling and 7 

rail facilities at the Jim Bridger plant to allow for the use of Powder River Basin 8 

(PRB) coal.  In that case, Dr. Kaufman analyzed the proposed coal investment over a 9 

20-year period because according to this testimony that was the expected life of the 10 

plant.46  Dr. Kaufman’s use of a shorter plant life for analyzing the SCR investments 11 

is inconsistent with this prior testimony.   12 

E. Termination of EPC Contract 13 

Q. Sierra Club argues that the Company was imprudent for not terminating the 14 

EPC contract in 2015.47  Was that a reasonable option? 15 

A. No.  As described by Mr. Owen, if the Company had changed paths in 2015 to 16 

convert to natural gas, the costs would have been substantially higher.  Therefore, 17 

Sierra Club’s simplistic analysis based on the PVRR(d) analysis from 2013 is 18 

improper and does not demonstrate that changing course in 2015 would have been 19 

prudent.   20 

Moreover, to the extent Sierra Club claims that the Company should have 21 

retired Jim Bridger Units 3 and 4, the PVRR(d) between retirement in 2015 and 2016 22 

                                                 
46 Docket No. UE 307, Staff/400, Kaufman/4, 8. 
47 Sierra Club/100, Fisher/59-60. 
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and the SCRs was substantially higher than the PVRR(d) between gas conversion and 1 

the SCRs.  As described in my direct testimony,48 the PVRR(d) between retirement 2 

and the SCRs was $588 million.  This means that even taking Sierra Club’s claim at 3 

face value that by 2015 the SCRs were  higher cost than gas conversion, 4 

that would mean that the SCRs were still $180 million lower cost than retirement.  In 5 

other words, Sierra Club’s own superficial analysis shows that termination of the EPC 6 

contract and early retirement of Units 3 and 4 would have cost customers $180 7 

million more than the SCR, without even considering the costs associated with 8 

terminating the EPC contract. 9 

F. Risk of Market Sales  10 

Q. AWEC claims that the “primary forecasted benefit of the SCR investment was 11 

net system balancing, or market transactions.”49  Therefore, according to 12 

AWEC, PacifiCorp should have run electric market price sensitivities.  How do 13 

you respond? 14 

A. There was no need for additional sensitivity analysis around electric market prices.  15 

Natural gas and electric market prices are highly correlated and the natural-gas price 16 

scenarios used to analyze the SCR investments captures the associated change in 17 

electricity prices.  Given these correlation between these two market prices, an 18 

additional electric market price sensitivity would not have provided any additional 19 

information that was not already captured in the existing analysis.  For instance, the 20 

average on-peak price at Mid-Columbia over the period 2016-2030 ranges from 21 

                                                 
48 PAC/700, Link/109-110. 
49 AWEC/300, Kaufman/37-38. 
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$36.90 per megawatt-hour in the low natural gas, zero CO2 price-policy scenario to 1 

$96.77 per megawatt-hour in the high natural gas, high CO2 price policy scenario.  2 

G. 2013 IRP 3 

Q. How did the Commission address the Jim Bridger SCR investment in the 2013 4 

IRP proceeding? 5 

A. The Commission declined to acknowledge the SCRs based on the record in that 6 

proceeding, which included several rounds of comments, workshops, and public 7 

meetings but not a full contested case process.  The Commission noted that the SCRs 8 

“will be more thoroughly investigated in a future rate case proceeding.”50  The 9 

Commission further noted that it would “undertake a thorough and fair review of the 10 

prudence of PacifiCorp’s decision in a future rate case proceeding.”51  Thus, far from 11 

prejudging the prudence of the investments in the 2013 IRP, the Commission 12 

expressly reserved judgment until it had a comprehensive record in a rate case.  13 

Parties’ reliance on the lack of acknowledgment on its own is therefore no basis for a 14 

finding of imprudence.   15 

Q. Is the record in this case sufficient to address the Commission’s concerns raised 16 

in the 2013 IRP? 17 

A. Yes.  This case includes a robust and voluminous evidentiary record and a full 18 

contested case process that will allow the Commission to examine the prudence of the 19 

SCRs in a fair and impartial manner.   20 

                                                 
50 In the Matter of PacifiCorp’s 2013 Integrated Resource Plan, Docket No. LC 57, Order No. 14-252 at 9 
(July 8, 2014). 
51 Id. 
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Q. AWEC argues that the Company filed its 2013 IRP too late because by the time 1 

the Commission issued its acknowledgment order in July 2014, the Company 2 

had already issued the FNTP.52  Is this a fair criticism of the 2013 IRP filing? 3 

A. No.  PacifiCorp prepares an IRP every two years.  In accordance with that schedule, 4 

the Company filed its 2013 IRP on April 30, 2013—two years after filing its 2011 5 

IRP.  There were seven months from the time the Company filed its IRP to when it 6 

issued the FNTP.  The fact that review of the IRP—which covered many issues over 7 

and above the Jim Bridger SCRs—took longer is not the fault of the Company.  8 

Moreover, the apparent alternative would have been to include the Jim Bridger SCR 9 

analysis in the 2011 IRP.  But that would have been premature given that the 2011 10 

IRP was filed in March 2011.   11 

Q. AWEC claims that the Company was “adversarial” instead of “cooperative” 12 

during the 2013 IRP review process because it was justifying a decision that had 13 

already been made.53  Do you agree? 14 

A. No.  When the Company filed its 2013 IRP, it had not yet obtained regulatory 15 

approvals from Wyoming and Utah and had not executed the EPC contract.  16 

Moreover, the 2013 IRP was pending for seven months before the Company issued its 17 

FNTP.  I also disagree that the Company was adversarial during the review of the 18 

2013 IRP.  The Company participated in several workshops and public meetings, 19 

responded to voluminous discovery and worked in good faith with the Commission 20 

and parties to review the multitude of issues presented in the 2013 IRP.   21 

 

                                                 
52 AWEC/300, Kaufman/30. 
53 AWEC/300, Kaufman/31. 
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Q. What was AWEC’s position on the Jim Bridger SCRs in the 2013 IRP? 1 

A. AWEC’s predecessor, Industrial Customers for Northwest Utilities (ICNU), took “no 2 

position on whether the Commission should acknowledge PacifiCorp’s environmental 3 

upgrades.”54  But ICNU also “strongly oppose[d] any new process that would lead to 4 

acknowledgement of individual unit-specific investments.”55  According to ICNU, a 5 

“plant-by-plant upgrade review is inconsistent with the intent and purpose of the 6 

Commission’s integrated resource planning policies.”56  ICNU objected to the idea 7 

that, “PacifiCorp would essentially make its initial decision, propose it to the 8 

Commission, and then only make its final decision after the Commission issues it 9 

order.”57   10 

AWEC’s position in the 2013 IRP contradicts its position in this case.  Here, 11 

AWEC argues the SCRs are imprudent because the Company acted before the 12 

Commission acknowledged the investments in the 2013 IRP, while in the 2013 IRP 13 

AWEC argued investments like the SCRs should not be reviewed in the IRP and 14 

PacifiCorp must make its decision before the Commission conducts its review.  15 

AWEC has effectively created a regulatory catch-22—the SCRs should not be 16 

reviewed in an IRP, but the SCRs are imprudent if they are not reviewed in an IRP. 17 

 

   

                                                 
54 In the Matter of PacifiCorp’s 2013 Integrated Resource Plan, Docket No. LC 57, Final Written Comments of 
ICNU at 5 (Jan. 10, 2014). 
55 Id. at 3 
56 Id. 
57 Id. 
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Q. Are there any other inconsistencies between Dr. Kaufman’s position here and 1 

the 2013 IRP? 2 

A. Yes.  Dr. Kaufman previously testified that he worked on PacifiCorp’s 2013 IRP as a 3 

Staff analyst.58  According to Staff’s comments in the 2013 IRP, Staff “conducted an 4 

analysis of information provided by the Company for Bridger, which included 5 

portfolio analysis results from the Company’s System Optimizer model and PaR.”59  6 

Staff “also performed our own analysis of the economics of Bridger units 3 and 4 7 

using a spreadsheet model developed by Staff.”60  Staff indicated that it “believe[d] 8 

there [were] deficiencies in the Company’s analysis for Bridger, and expects to see 9 

more comprehensive analysis for coal plant investments going forward.”61  Despite 10 

this concern, based on its independent review, Staff recommended that the 11 

Commission acknowledge the SCRs.   12 

Q. In the 2013 IRP, did Staff emphasize the importance of the Jim Bridger plant as 13 

a consideration in its review of the SCR investments? 14 

A. Yes.  Staff’s recommendation was informed by the fact that Jim Bridger is “an 15 

important resource” for PacifiCorp.62  Staff noted the “plant is dispatched on a 16 

system-wide basis and is integral for PacifiCorp to provide electrical service to its 17 

customers in its multistate service territories.”63  The “Jim Bridger substation is 18 

contiguous to the plant and connects six transmission lines.”  As of 2013, Staff 19 

                                                 
58 In the Matter of PacifiCorp’s 2017 Transition Adjustment Mechanism, Docket No. UE 307, Staff/400, 
Kaufman/20 (Aug. 12, 2016). 
59 In the Matter of PacifiCorp’s 2013 Integrated Resource Plan, Docket No. LC 57, Staff’s Public Meeting 
Memorandum at 18 (Mar. 4, 2014). 
60 Id. 
61 Id. 
62 In the Matter of PacifiCorp’s 2013 Integrated Resource Plan, Docket No. LC 57, Staff’s Final Comments at 
7 (Jan. 10, 2014). 
63 Id. at 8. 
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observed that, “Jim Bridger represent[ed] approximately 14 percent of PacifiCorp’s 1 

fleet capacity; however, from a baseload perspective the plant represents 2 

approximately 20 percent of online capacity on average.”64  Staff also highlighted the 3 

fact the “Jim Bridger plant provides ancillary services such as voltage regulation, 4 

frequency regulation and response, energy imbalance correction and operating 5 

reserves to PacifiCorp’s balancing authorities.”65   6 

  Staff agreed that even if PacifiCorp had conducted additional analysis in the 7 

2013 IRP across its fleet, “Bridger is not likely to have been selected” for early 8 

retirement because it was not a poor performing plant.66  The ancillary services 9 

provided by Bridger also made it unlikely that it would have been selected for early 10 

retirement in lieu of the SCRs.   11 

Q. Does AWEC’s testimony also misstate important facts related to the 2013 IRP? 12 

A. Yes.  AWEC asserts that the Jim Bridger SCR economic analysis included in the 13 

2013 IRP was prepared in August 2012 for the Wyoming and Utah approval 14 

processes and not updated for the IRP.67  This is incorrect.  As explained in my direct 15 

testimony, the Company performed a comprehensive update of its Jim Bridger SCR 16 

economic analysis in February 2013 and that is the economic analysis that was 17 

included in the 2013 IRP.   18 

                                                 
64 Id. 
65 Id. 
66 Id. at 8-9. 
67 AWEC/300, Kaufman/32. 



PAC/2300 
Link/39 

Reply Testimony of Rick T. Link 

Q. AWEC claims that the 2013 IRP indicated that the SCR investment was “of 1 

marginal value” because the investment was “ ” if gas prices 2 

remained low.68  Is that a fair characterization of the 2013 IRP? 3 

A. No.  The 2013 IRP shows that in six of nine scenarios, customers benefit from 4 

installing the SCRs and those benefits range from $51 million to $997 million.  When 5 

objectively viewing those results, based on what was known at the time, a reasonable 6 

utility would have proceeded with the SCR investment and it would not be considered 7 

of “marginal” value.  Indeed, using AWEC’s framework here, natural gas conversion 8 

would have been even more “marginal” because in six of nine scenarios it was higher 9 

cost.   10 

Q. AWEC argues that the 2013 IRP “was developed in direct conflict with Oregon’s 11 

trend away from carbon generating resources.”69  Do you agree? 12 

A. No.  AWEC ignores the fact that the while the Company’s economic analysis in the 13 

2013 IRP supported SCRs for Jim Bridger Units 3 and 4, that same IRP analysis 14 

supported decisions to close the Carbon plant and convert Naughton Unit 3 to natural 15 

gas. 16 

  Moreover, Dr. Kaufman’s testimony is undermined by his own prior advocacy 17 

on behalf of Staff.  In PacifiCorp’s 2017 TAM (docket UE 307), Dr. Kaufman argued 18 

that PacifiCorp was imprudent for failing to invest potentially hundreds of millions of 19 

dollars in coal handling and rail facilities at the Jim Bridger plant to allow for the use 20 

of PRB coal.70  Dr. Kaufman cannot argue that investing in the Jim Bridger plant was 21 

                                                 
68 AWEC/300, Kaufman/33. 
69 AWEC/300, Kaufman/34. 
70 In the Matter of PacifiCorp’s 2017 Transition Adjustment Mechanism, Docket No. UE 307, Staff/400, 
Kaufman/5 (Aug. 12, 2016). 
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contrary to Oregon state policies and imprudent while also arguing that not investing 1 

in the Jim Bridger plant was imprudent.   2 

  Finally, the Company disagrees with AWEC’s implication that Oregon’s 3 

social and political landscape should drive the Company’s resource decisions.  Just as 4 

the Commission is an economic regulator, the Company’s decision-making is driven 5 

by economics not the political or social dynamics of any particular state.   6 

H. Sierra Club’s Proposed Disallowance 7 

Q. Sierra Club claims that continued operation of Jim Bridger Units 3 and 4 has 8 

harmed customers.71  Is this true? 9 

A. No.  First, Sierra Club uses the natural gas conversion breakeven analysis to claim 10 

that by December 2015 retiring Jim Bridger Units 3 and 4 was $353 million lower 11 

cost than the SCRs.  But, as discussed above, that breakeven analysis does not 12 

measure the relative benefits of the SCRs to retirement, so Sierra Club’s claim is 13 

wrong.  In fact, using Sierra Club’s simplistic analysis, based on natural gas prices as 14 

of December 2015, installing the SCRs remained  lower cost than 15 

retirement, not accounting for EPC contract termination penalties.   16 

Second, Sierra Club claims that the 2019 IRP shows customer benefits of 17 

$141 million if Units 3 and 4 were retired.  First, as my testimony demonstrates, 18 

PacifiCorp made a prudent decision to install SCRs on Jim Bridger Units 3 and 4 and 19 

to issue the FNTP.  As such, Sierra Club’s calculation of customer harm is moot and 20 

should be disregarded for this reason alone.  Nonetheless, Sierra Club’s calculation is 21 

misguided.  Sierra Club’s calculation of customer harm is based on SO model results 22 

                                                 
71 Sierra Club/100, Fisher/62. 

REDACTED
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from the initial portfolio-development phase of the 2019 IRP.  At this stage of the 1 

2019 IRP modeling process, the Company had not yet refined its modeling to capture 2 

a more granular reliability assessment of top-performing cases.  This additional 3 

modeling was implemented during subsequent stages of the portfolio-development 4 

process.  Consequently, the PVRR(d) used by Sierra Club is likely influenced by 5 

distortions in the timing of reliability resources between the two cases that it 6 

selectively chose to use in its calculation.   7 

Moreover, Sierra Club’s calculation singularly focuses on two of the 30 cases 8 

developed during the initial portfolio-development process from the 2019 IRP.  This 9 

calculation ignores the fact that there are six cases (Cases P-04, P-10, P-30, P-31, 10 

P45, and P-54) that assume Jim Bridger Units 3 and 4 continue operating through 11 

2037 and that are lower cost than the case where Jim Bridger Units 3 and 4 are 12 

assumed to retire by the end of 2022 (Case P-35)—the case that Sierra Club used in 13 

its calculation.  In fact, case P-45, which is the precursor to the 2019 IRP preferred 14 

portfolio, assumes Jim Bridger Units 3 and 4 operate through 2037 and is 15 

$139 million lower cost than Case P-35.   16 
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Q. Sierra Club recommends that the Commission either disallow in full the SCR 1 

investment or require the Company to assess the costs of converting the units to 2 

natural gas in 2015 and 2016 or having delayed retirement or conversion until 3 

2019, and calculate the disallowance as the difference between the actual and 4 

theoretical capital and operational costs from 2013 to the present.72  How do you 5 

respond to these adjustments? 6 

A. Sierra Club’s alternative adjustment is based on impermissible hindsight review 7 

because it relies on information to calculate the adjustment that was clearly 8 

unavailable to the Company when it executed the EPC contract and issued the FNTP.   9 

Moreover, Sierra Club’s adjustment relies on flawed assumptions regarding 10 

the customer benefits produced by ongoing operation of Units 3 and 4, as discussed 11 

above.     12 

Q. Are there any other concerns over how a potential disallowance would be 13 

accounted for? 14 

A. Yes.  None of the parties that recommend a disallowance of the SCR investments 15 

provides any recommendation for how Units 3 and 4 would be treated in the 16 

Company’s net power cost calculations.  If the Company had not installed the SCRs, 17 

Units 3 and 4 would have either been converted to natural gas or retired.  If the SCRs 18 

are disallowed, the net power cost impact of the alternative should be used going 19 

forward but it is unclear how such an ongoing adjustment would occur.   20 

                                                 
72 Sierra Club/100, Fisher/64-65. 



PAC/2300 
Link/43 

Reply Testimony of Rick T. Link 

I. Approval of SCRs in Other States 1 

Q. Has Sierra Club appeared before other state commissions to challenge the 2 

prudence of the Jim Bridger SCR investment? 3 

A. Yes.  Sierra Club has argued against the SCR investments in Wyoming, Utah, 4 

Washington, and California.  And none of the state commissions found the SCR 5 

investment imprudent.   6 

  Most recently, on February 18, 2020, the California commission issued its 7 

order in PacifiCorp’s rate case and approved full cost recovery of the Jim Bridger 8 

SCR investment, after finding that, “PacifiCorp has established these decisions were 9 

reasonable and should be approved.”73  Sierra Club’s testimony in that case was 10 

largely the same as here and the California commission rejected it, finding that, 11 

“Sierra Club’s lack of support from pricing changes and forecasting data which could 12 

have impacted these decisions raises Sierra Club’s questions to nothing more than 13 

speculation.”74 14 

In May 2013, both the Wyoming and Utah commissions approved the Jim 15 

Bridger SCRs—over Sierra Club’s objections in both cases.  The Wyoming 16 

commission found that SCRs were the “most preferable option,” “in the public 17 

interest,” and that “it is inescapable that the Company’s course of action, taken in the 18 

context of increased ratepayer costs associated with delay, is reasonable.”75  The Utah 19 

commission found that the Company’s economic analysis “not only demonstrates the 20 

Project is favored in six of nine cases, but substantially so;” and, in rejecting Sierra 21 

                                                 
73 In the Matter of the Application of PacifiCorp (U901E), an Oregon Company, for an Order Authorizing a 
General Rate Increase Effective January 1, 2019, Decision 20-02-025 at 34-35 (Feb. 6, 2020). 
74 Id. 
75 Wyoming SCR Order ¶¶55, 62, 85. 
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Club’s claims, concluded that there was “no compelling evidence, arguments, or 1 

analysis shifting the economics to favor an alternative strategy to comply with the 2 

Wyoming SIP requirements.”76 3 

  In addition, the Idaho Public Utilities Commission (Idaho commission) 4 

approved the Jim Bridger SCRs based on an application submitted by the plant’s co-5 

owner, Idaho Power Company.  In December 2013, the Idaho commission found that 6 

the “the future public convenience and necessity requires” the SCRs because Jim 7 

Bridger “is a source of low-cost and dispatchable baseload energy that provides 8 

reliable capacity during peak customer demand.”77  The Idaho commission rejected 9 

the claim that “renewable resources and energy efficiency could somehow replace 10 

Jim Bridger’s ability to reliably provide energy and capacity” because that claim was 11 

“simply not realistic in the near term.”78  In finding that the Jim Bridger SCRs were in 12 

the public interest, the Idaho commission also concluded that the plant was “critical to 13 

the reliable operation of the high voltage transmission system in that [it] provide[s] 14 

voltage and frequency support.”79 15 

Q. Sierra Club relies heavily on evidence presented to the Washington 16 

commission.80  Did the Washington commission rely on Sierra Club’s evidence in 17 

support of its decision? 18 

A. Not according to the language of the order.  The Washington commission specifically 19 

                                                 
76 Utah SCR Order at 32. 
77 In the Matter of Idaho Power Company’s Application for a Certificate of Public Convenience and Necessity 
for the Investment in Selective Catalytic Reduction Controls on Jim Bridger Units 3 and 4, IPUC Case No. IPC-
E-13-16, Order No. 32929 at 10 (Dec. 2, 2013). 
78 Id. 
79 Id. 
80 See, e.g., Sierra Club/100, Fisher/39. 
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gave “no weight” to evidence based on facts after December 1, 2013.81  Just as here, 1 

both Sierra Club’s natural gas and coal adjustment explicitly rely on post-2 

December 1, 2013, evidence, meaning that the Washington commission gave it “no 3 

weight.”82  The Washington commission also rejected Sierra Club’s proposed 4 

disallowance because Sierra Club’s analysis was “problematic” hindsight review.83   5 

Q. Did the Washington commission find that PacifiCorp acted imprudently? 6 

A. No.  The Washington commission found that PacifiCorp “failed to meet its burden of 7 

demonstrating that its final decision to continue with the SCR installations on Units 3 8 

and 4 was prudent.”84  It is my understanding, based on the language of the 9 

Washington commission order, that finding that the Company failed to meet its 10 

evidentiary burden is not the same as finding that the Company was imprudent.85  A 11 

further reading of the Washington commission order indicates that the Company’s 12 

failure to meet its evidentiary burden was tied largely to the lack of 13 

“contemporaneous documentation” of the Company’s decision-making.86  This 14 

finding appears to have been particularly important to the Washington commission 15 

because certain documentation is required by the Washington commission’s prudence 16 

standard, as that standard is described in the order.87  Indeed, the Washington 17 

commission noted that PacifiCorp’s explanation of the continuous re-assessment of 18 

the SCR economics before issuing the FNTP was “helpful,” but it was not sufficient 19 

                                                 
81 WUTC Order 12 n. 158. 
82 Id. n. 116 (stating Sierra Club’s coal analysis relied on 2015 IRP data); WUTC Order 12 ¶ 80 (Sierra Club 
gas adjustment based on December 2013 OFPC). 
83 Id. ¶ 111. 
84 Id. ¶ 108. 
85 See, e.g., Id. ¶ 110 (distinguishing between “cases of imprudence or failure to meet the prudence burden”). 
86 See, e.g., Id. ¶¶ 98, 100, 102, 103. 
87 Id. 12 ¶ 107. 
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to meet the documentation element of prudence standard because there were 1 

insufficient written materials describing what had occurred.88  Notably, neither the 2 

California, Utah, nor the Wyoming commissions imposed this heightened 3 

requirement for documentation, relying instead on the Company’s testimony 4 

regarding its review process.  It is my understanding that Oregon also does not strictly 5 

require the same level of documentation, as I noted above.   6 

Q. Did the Washington commission disallow recovery of the SCRs in Washington 7 

rates? 8 

A. No.  The Washington commission found that “it is reasonable to allow Pacific Power 9 

recovery of the SCR capital expenditures.”89  The Washington commission found that 10 

PacifiCorp faced a “regulatory obligation with both the Wyoming DEQ and federal 11 

EPA to reduce emissions and meet the regional haze requirements, and that the 12 

installation of SCRs on Units 3 and 4 was one means to achieve this goal.”90  Based 13 

on the FNTP documentation issue, the commission disallowed the return on the 14 

Bridger SCRs, but also accelerated the depreciation of the Jim Bridger plant to 2025, 15 

minimizing the overall impact of that disallowance.91   16 

III. HUNTER UNIT 1 BAGHOUSE AND LOW NOX BURNERS 17 

Q. Please briefly describe the baghouse and low nitrogen oxides (NOX) burners 18 

(LNB) projects at Hunter Unit 1. 19 

A. Both of these projects involved emissions control upgrades at Hunter Unit 1.  The 20 

baghouse project replaced particulate matter (PM) control equipment with a best 21 

                                                 
88 Id. ¶ 107. 
89 Id. ¶ 116. 
90 Id. ¶ 114. 
91 Id. ¶ 57. 
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available retrofit technology to meet the Company’s emissions compliance 1 

obligations under the Regional Haze Rules, as incorporated into the state of Utah’s 2 

Regional Haze State Implementation Plan (SIP) and associated permits.  The 3 

baghouse captures PM and mercury from the flue gas stream, allowing the unit to 4 

comply with the EPA’s Mercury and Air Toxics Standards compliance deadline of 5 

April 16, 2015, without requiring the need for separate, stand-alone mercury 6 

emissions control equipment.  The LNB project reduced NOX emissions through 7 

improved combustion characteristics and a separated over-fire air supply to the unit’s 8 

boiler.92 9 

Q. AWEC argues that PacifiCorp’s investments in the Hunter Unit 1 baghouse and 10 

LNB be disallowed because these investments were not presented to the 11 

Commission for review in the Company’s IRP in a timely manner.93  Please 12 

respond. 13 

A. AWEC refers to the fact that, in PacifiCorp’s 2013 IRP, the Commission declined to 14 

acknowledge the Hunter Unit 1 LNB and baghouse investments because, at the time, 15 

the investment decisions were substantially complete.94  While I am not a lawyer, my 16 

understanding is that whether an investment decision is acknowledged is not 17 

dispositive of the prudence of a utility’s investment decision.95  Moreover, the 18 

Commission’s decision not to acknowledge PacifiCorp’s action was not based on a 19 

substantive concern with the Company’s planned investment, but rather with the fact 20 

                                                 
92 PAC/800, Teply/39. 
93 AWEC/300, Kaufman/45. 
94 Order No. 14-252 at 7. 
95 In the Matter of Idaho Power Company 2013 Integrated Resource Plan, Docket LC 58, Order No. 14-253 at 
2 (July 8, 2014) (“Just as acknowledgment does not guarantee favorable ratemaking, a decision to not 
acknowledge an action item does not constitute a preliminary determination of imprudence.”). 
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that the project was already underway.  The fact that the Commission did not 1 

acknowledge the Hunter Unit 1 LNB and baghouse investment is not, in itself, 2 

sufficient basis to disallow recovery for the Company’s prudent investment. 3 

Q. AWEC states that the benefits associated with the Hunter Unit 1 LNB and 4 

baghouse investments are reduced by $620 million when Hunter Unit 1’s 5 

retirement date is adjusted to 2029.96  Is this correct? 6 

A. No.  AWEC asserts that an accelerated retirement date reduces benefits of the Hunter 7 

Unit 1 LNB and baghouse investments, and describes that its adjustments are 8 

summarized in Figure 12 of Dr. Kaufman’s testimony, which is characterized as a 9 

reproduction of Table V3.5 from the Company’s 2013 IRP.97  As an initial matter, 10 

Figure 12 of Dr. Kaufman’s testimony shows a graph of natural gas forward price 11 

curves.  It appears that Figure 13 of Dr. Kaufman’s testimony is meant to represent 12 

how AWEC’s adjustments affect the Company’s analysis, not Figure 12; however, 13 

Figure 13 also appears to be a reproduction of Table V3.4 from the Company’s 2013 14 

IRP, not Table V3.5. 15 

While it is not clear whether AWEC represented its adjustments the way it 16 

intended, I reviewed the work papers supporting Figure 13 in Dr. Kaufman’s 17 

testimony.  Based on this review, it appears that AWEC applied an 82 percent 18 

adjustment to certain line items in Table V.3.4 from the Company’s 2013 IRP.  The 19 

percentage adjustment is derived by dividing the number of years in the period 20 

between 2015 and 2029 into the number of years between the period 2015 and 2032.  21 

This pro-rated adjustment is not applied to all line items in the Company’s analysis.  22 

                                                 
96 AWEC/300, Kaufman/45. 
97 AWEC/300, Kaufman/45-46. 
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Such an adjustment is omitted from system variable operations and maintenance 1 

(O&M) costs, existing resource capital costs, decommissioning costs, and 2 

transmission costs.  In addition, AWEC applies a 50 percent adjustment to 3 

incremental demand-side management (DSM) costs.   4 

AWEC does not explain why it chose to adjust the line items in the way that it 5 

did, and so I can only speculate that the 82 percent adjustment is intended to 6 

approximate a prorated reduction in certain line items tied to an assumed 2029 7 

retirement date.  If this was AWEC’s intent, the methodology is flawed because it 8 

ignores how certain line items might change over time and it completely ignores how 9 

alternative retirement dates might change the resource mix.  I do not know why 10 

AWEC chose alternative adjustment ratios for DSM and why other line items were 11 

not adjusted at all.  Nonetheless, I do know for certain that the calculation in AWEC’s 12 

work papers does not match the figure stated in Dr. Kaufman’s testimony.  I also 13 

know with certainty that AWEC’s calculation, which appears to be based on a 14 

seemingly random application of adjustment percentages, does not even remotely 15 

come close to approximating how the economics would be impacted assuming a 2029 16 

retirement date.  As such, AWEC’s analysis should be rejected in its entirety. 17 

Q. AWEC argues that PacifiCorp failed to explore alternative compliance scenarios 18 

that involved tradeoffs across time or across generation units or plants.98  How 19 

do you respond? 20 

A. PacifiCorp examined various compliance scenarios for Hunter Unit 1, which included 21 

installation of LNB and a baghouse, early unit retirement, and multiple conversion to 22 

                                                 
98 AWEC/300, Kaufman/46. 
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natural gas.  This analysis was performed using the SO model, and further considered 1 

how the timing of potential future requirements for an SCR could influence the 2 

economics.  This analysis consistently showed that installation of the Hunter Unit 1 3 

LNB and baghouse equipment was the lowest cost and best option for customers. 4 

Q. AWEC asserts that the Company did not analyze the sensitivity of these 5 

investments to coal or market prices.99  Please respond. 6 

A. The Company analyzed the impacts of different natural gas and CO2 price scenarios, 7 

which provide a useful proxy for variable market prices.  While the Company did not 8 

analyze the sensitivity of the Hunter Unit 1 investments to coal costs, coal prices are 9 

not generally as variable as gas or potential CO2 prices fluctuations. 10 

Q. AWEC argues that PacifiCorp should have considered the value of water rights 11 

when analyzing the Hunter Unit 1 investments.  Do you agree? 12 

A. No.  This issue is addressed in Mr. Ralston’s testimony. 13 

IV. ENERGY VISION 2020 PROJECTS 14 

Q. Please describe the Energy Vision 2020 Wind Projects. 15 

A. The Energy Vision 2020 Wind Projects are comprised of three facilities built by 16 

PacifiCorp—the 500 MW TB Flats I and II project and the 250 MW Ekola Flats 17 

project—and one facility that is a combined build-transfer agreement (BTA) and 18 

PPA, the 400 MW Cedar Springs project (Cedar Springs I is the PPA and Cedar 19 

Springs II is the BTA).  In addition to the Energy Vision 2020 Wind Projects, the 20 

Company is also constructing a 140-mile long 500-kV transmission line referred to as 21 

the Aeolus-to-Bridger/Anticline line and associated network upgrade (collectively, 22 

                                                 
99 AWEC/300, Kaufman/46. 
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the Transmission Projects).  Together, I refer to the Energy Vision 2020 Wind 1 

Projects and Transmission Projects as the Combined Projects. 2 

Q. Please describe Staff’s position on the Energy Vision 2020 Wind Projects. 3 

A. Staff concludes that the decision to invest in Ekola Flats, TB Flats I and II, and Cedar 4 

Springs II was prudent.100  Staff also recommends a number of conditions related to 5 

both the Energy Vision 2020 Wind Projects and Transmission Projects.  Company 6 

witness Mr. Timothy J. Hemstreet addresses Staff’s proposed conditions.   7 

Q. Do any other parties address the prudence of the Energy Vision 2020 Wind 8 

Projects and Transmission Projects? 9 

A. Yes.  AWEC recommends that as a condition of a prudence determination, the 10 

Commission should impose a series of conditions, including a hard cap on capital and 11 

O&M costs based on the bids submitted in the RFP, a hard cap on the transmission 12 

line costs based on the RFP projections, a guarantee of full PTC benefits regardless of 13 

in-service date, and a guaranteed minimum capacity factor based on the level of the 14 

modeled bids.101  15 

Q. Does the Company agree to any of AWEC’s proposed conditions? 16 

A. No.  AWEC’s recommendations are unreasonable and a departure from well-17 

established Commission precedent.   18 

Q. What is the basis for AWEC’s proposal to depart so dramatically from 19 

traditional ratemaking? 20 

A. AWEC’s primary justification appears to be its mistaken belief that the Energy Vision 21 

2020 wind projects were not intended to “meet an energy or capacity need . . . but to 22 

                                                 
100 Staff/800, Storm/37-38. 
101 AWEC/100, Mullins/12. 
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maximize the value of the production tax credit.”102  AWEC claims that “[b]ecause 1 

EV 2020 was driven principally [by] an economic opportunity rather than 2 

identification of a resource need, the prudence of these resources is directly tied to 3 

their ability to deliver these economic benefits.”103 4 

  AWEC also argues that when evaluating bids in the 2017R RFP that resulted 5 

in selection of the Energy Vision 2020 Wind Projects, PacifiCorp improperly 6 

modeled PTC benefits, improperly applied a terminal value to Company-owned 7 

resources, that interconnection constraints affected the bids selected, and that there 8 

were lower cost and lower risk solar PPA options available.104   9 

Q. Did the independent evaluators that were retained by this Commission and the 10 

Utah commission address the modeling and evaluation issues raised by AWEC?   11 

A. Yes.  Each of AWEC’s criticisms leveled at the Company’s solicitation process or 12 

modeling was addressed and rejected by the independent evaluators:  13 

• The independent evaluators confirmed that the Company’s refined modeling 14 

of PTC benefits to match how PTCs flow through rates did not bias the bid 15 

selection in favor of utility-owned resources.105   16 

                                                 
102 AWEC/100, Mullins/14. 
103 AWEC/100, Mullins/18-19. 
104 AWEC/100, Mullins/15-17. 
105 In the Matter of PacifiCorp Request for Proposals for an IE to Oversee RFP Process, Docket No. UM 1845, 
Independent Evaluator’s Final Report on PacifiCorp’s 2017R Request for Proposals at 5 (Apr. 18, 2018) 
(hereinafter Oregon IE Report); Application of Rocky Mountain Power for Approval of a Significant Energy 
Resource Decision and Voluntary Request for Approval of Resource Decision, Utah PSC Docket No. 17-035-
40, Final Report of Merrimack Energy Group, Inc. to Utah Public Service Commission PacifiCorp Renewable 
Request for Proposals (2017R RFP) at 60 (Feb. 27, 2018) (hereinafter Utah IE Report). 
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• The independent evaluators confirmed the accuracy of the Company’s 1 

terminal value benefits used to evaluate utility-owned resources, and both 2 

further noted that the benefit was modest.106 3 

• The independent evaluators confirmed that the Company’s determination of 4 

project viability based on interconnection queue positions was reasonable.107   5 

• The independent evaluators reviewed the Company’s solar sensitivity related 6 

to the 2017 solar RFP (2017S RFP) and neither disputed the Company’s 7 

conclusion that solar resources do not displace the Wind Projects—meaning 8 

that wind and solar resources are not an either-or proposition.108 9 

In the following sections, my testimony addresses each of AWEC’s claims. 10 

A. Resource Need 11 

Q. Is AWEC correct that the ENERGY VISION 2020 projects were not intended to 12 

meet an identified energy or capacity need? 13 

A. No.  The Combined Projects meet both near-term and long-term resource needs 14 

identified in the Company’s 2017 IRP.  The Combined Projects leverage federal 15 

PTCs to provide least-cost resources that meet these needs and do so with substantial 16 

savings to customers. 17 

Q.  How does the Company develop its forecast of resource need?  18 

A.  Resource need is the product of a load-and-resource balance, which is reported in the 19 

IRP.  There are two basic elements to the load-and-resource balance: (1) existing 20 

resources and committed contracts; and (2) obligations.  Existing resources and 21 

                                                 
106 Oregon IE Report at 37; Utah IE Report at 83. 
107 Oregon IE Report at 35; Utah IE Report at 82-83. 
108 Oregon IE Report at 36; Utah IE Report at 59. 
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committed contracts account for any planned or assumed resource retirements and 1 

contract terminations over time.  Obligations include load, net of customer-sited 2 

generation and interruptible contracts, over time.  Obligations also include a planning 3 

margin, which represents an incremental planning requirement, applied as an increase 4 

to the projected obligation, to ensure sufficient capacity on the system to manage 5 

uncertain events (i.e., weather and outages) and known requirements (i.e., operating 6 

reserves).  In recent IRPs, including the 2017 IRP, the Company assumes a 7 

13-percent planning margin.  8 

The load-and-resource balance reflects the difference between these two basic 9 

elements.  When existing resources and contracts exceed obligations, the Company 10 

has sufficient resources to reliably meet customer needs.  When existing resources 11 

and contracts are less than its obligations, the Company has a resource need.  This 12 

balance between existing resources, including committed contracts, and obligations 13 

can change over time.  When the Company faces a resource need, the IRP is used to 14 

evaluate a wide range of supply-side resources (i.e., renewable resources, gas-fired 15 

resources, uncommitted front-office transactions (FOT), etc.) and demand-side 16 

resources (i.e., DSM resources) that can be used to meet that need over time.  17 

Different types of resource portfolios that can be used to meet a resource need are 18 

evaluated in the IRP to determine which portfolio is least cost, accounting for risk. 19 

Q.  Does the load-and-resource balance presented in the 2017 IRP show a near-term 20 

resource need?  21 

A.  Yes.  Accounting for assumed resource retirements, contract terminations, and 22 

incremental DSM savings from the preferred portfolio, the 2017 IRP shows a near-23 
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term resource need of 527 MW in 2017 rising to 1,023 MW in 2021, the first full year 1 

the Combined Projects will be placed in service.  The resource need grows over time 2 

with load growth, existing resource retirements, and committed contract terminations.  3 

Q.  Do the Combined Projects fully satisfy the near-term resource need identified in 4 

the 2017 IRP load-and-resource balance?  5 

A.  No.  In the 2017 IRP, the Company updated its capacity contribution values for wind 6 

and solar resources.  Based on these values, 15.8 percent of Wyoming wind resource 7 

capacity can be relied upon at times when the system is most likely to experience 8 

conditions where load exceeds available resources.  Consequently, the 1,100 MW of 9 

new Wyoming wind in the 2017 IRP preferred portfolio meets approximately 10 

174 MW (17 percent) of the 1,023 MW resource need in 2021.  The remaining 11 

resource need in 2021 (83 percent) is met with uncommitted FOTs.  12 

Q.  If the Combined Projects were not included in the resource portfolio, how would 13 

the 2021 resource need be met?  14 

A.  Resource portfolios that do not include the Combined Projects include more 15 

uncommitted FOTs.  The resource portfolios with more uncommitted FOTs are 16 

higher cost than resource portfolios that include the Combined Projects under a wide 17 

range of price-policy scenarios.  Simply stated, resource portfolios with the 18 

Combined Projects displace FOTs in the near-term because the Combined Projects, 19 

accounting for PTC savings, are lower cost and lower risk than FOT resource 20 

alternatives.  21 

Q.  Has the Company previously acquired renewable resources that displace FOTs?  22 

A.  Yes.  This is not the first time the Company has implemented a least-cost, least-risk 23 
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plan to procure renewable resources that displace uncommitted FOTs.  In fact, all 1 

1,698 MW of PacifiCorp’s existing contracted and owned renewable resources 2 

included in rates today, not including qualifying facilities, were acquired because they 3 

were the least-cost, least-risk resources, displaced FOTs, and were acquired well 4 

before any thermal capacity or state renewable portfolio standard need. 5 

Q. Did AWEC present any evidence disputing the load-and-resource balance in the 6 

2017 IRP or otherwise challenging the fact that the 2017 IRP showed an 7 

immediate resource need? 8 

A. No.  9 

Q. AWEC’s witness, Mr. Mullins, refers to his testimony in a Utah commission 10 

proceeding addressing the Combined Projects.109  Did the Utah commission 11 

address Mr. Mullins’ claim that the Combined Projects were not intended to 12 

address a resource need? 13 

A. Yes.  The Utah commission found Mr. Mullins’ argument “inaccurate both in 14 

substance and as a characterization of PacifiCorp’s position in this and other 15 

dockets.”110  The Utah commission noted that, “In arguing new generation is not 16 

needed, parties imply PacifiCorp may, instead, rely on market purchases to fulfill its 17 

capacity shortfalls.”111  The Utah commission concluded that, “This observation, 18 

however, does nothing to negate the existence of the need for additional capacity, but 19 

instead addresses how PacifiCorp should obtain it.”112 20 

                                                 
109 See, e.g., AWEC/100, Mullins/16. 
110 Application of Rocky Mountain Power for Approval of a Significant Energy Resource Decision and 
Voluntary Request for Approval of Resource Decision, Utah PSC Docket No. 17-035-40, Order at 31 (June 22, 
2018) (hereinafter Utah EV 2020 Order). 
111 Id. at 32. 
112 Id. 
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  Because the Combined Projects fulfill a resource need there is no reason to 1 

apply a heightened standard of review or require certain conditions in order to 2 

conclude that the resources are prudent.   3 

B. PTC Modeling 4 

Q. Please describe AWEC’s assertion that the Company’s modeling of PTC benefits 5 

favored Company-owned bids over PPAs.113   6 

A. AWEC claims that the Company improperly modeled PTC benefits for Company-7 

owned bids by not levelizing the PTCs in the same way that the capital costs were 8 

levelized.  Staff expressed a similar concern.114 9 

Q. How did the Company model PTC benefits when evaluating bids in the 2017R 10 

RFP? 11 

A. The Company modeled PTC benefits consistent with how they are treated in rates.  If 12 

the bid represented a commercial structure that would result in the Company owning 13 

the resource, PTC benefits would flow through to customer rates over the first ten 14 

years after those wind facilities are placed in service.  Thus, for Company-owned 15 

bids, PacifiCorp modeled the near-term benefits of the PTCs by including the PTC 16 

benefits in the years they are actually received.  In contrast, wind facilities offered 17 

into the 2017R RFP as a PPA were not priced by bidders to reflect the substantial 18 

near-term benefits of PTCs.  In other words, if PacifiCorp owns a resource, customers 19 

receive the PTCs as they are generated, instead of spreading those PTC benefits over 20 

the useful life of the resource.  The Company’s modeling refinement did not bias the 21 

results of the 2017R RFP as AWEC claims.  To the contrary, this modeling 22 

                                                 
113 AWEC/100, Mullins/15. 
114 Staff/800, Storm/21-22. 
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improvement was necessary to ensure bid selections appropriately accounted for the 1 

timing of PTC benefits between Company-owned and PPA commercial structures as 2 

offered into the RFP. 3 

Q.  Did the independent evaluators overseeing the 2017R RFP object to PacifiCorp’s 4 

refined modeling?  5 

A.  No.  Both independent evaluators overseeing the 2017R RFP were informed of 6 

PacifiCorp’s decision to model PTC benefits on a nominal rather than levelized basis, 7 

and neither concluded that the refinement biased the bid-evaluation results.  In fact, 8 

the independent evaluators requested the PacifiCorp perform a sensitivity to 9 

specifically test whether the refined modeling of PTC benefits unreasonably biased 10 

the resource selection.  That sensitivity resulted in a change to the bids selected 11 

(creating a PPA-heavy portfolio) but, the net benefits from the PPA-heavy portfolio 12 

in the sensitivity produce lower PVRR(d) benefits and lower near-term nominal net-13 

benefits than the bids that were ultimately selected.115   14 

And once the full bid analysis has occurred, including accounting for 15 

interconnection constraints, the Oregon independent evaluator specifically noted that 16 

the PTC-modeling refinement “had no impact on winning projects selected in this 17 

RFP” because several of the PPAs that were selected in the sensitivity requested by 18 

the independent evaluators were ultimately non-viable projects.116 19 

                                                 
115 Oregon IE Report at 29-32; Utah IE Report at 60. 
116 Oregon IE Report at 5. 
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Q. AWEC claims that a “portfolio consisting of mainly PPAs showed $161 million 1 

of net benefits as compared to only $95 million over a 20-year period.”117  How 2 

do you respond? 3 

A. AWEC’s testimony selectively relies on the Oregon independent evaluator’s report.  4 

AWEC cites to the sensitivity PacifiCorp performed at the request of the independent 5 

evaluators to test the impact of the PTC modeling, discussed above.  PacifiCorp’s 6 

analysis looked at the actual flow of cost recoveries, treating both PTCs and costs as 7 

incurred.  In other words, nothing was levelized.  AWEC then points to the first 8 

20 years of results that compared PacifiCorp’s portfolio to a PPA-heavy portfolio and 9 

ignores the rest.  PacifiCorp’s complete analysis modeled its selected bid portfolio 10 

against a PPA-heavy portfolio through 2050 and over the entire resource life, the 11 

PacifiCorp portfolio had $224 million in net customer benefits versus $223 million 12 

for the PPA-heavy portfolio.118  This shows that when PTCs and capital costs are 13 

modeled as they are actually treated in rates, PacifiCorp’s chosen portfolio provided 14 

greater customer benefits.  Moreover, as noted above, the PPAs that were included in 15 

the PPA-heavy portfolio were not ultimately viable because of interconnection 16 

constraints.   17 

 

                                                 
117 AWEC/100, Mullins/15. 
118 Oregon IE Report at 31. 
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C. Terminal Value 1 

Q. AWEC is also critical of the terminal value benefits PacifiCorp used in assessing 2 

Company-owned bids.119  Why did PacifiCorp include a terminal value when 3 

assessing the customer benefits associated with Company-owned resources? 4 

A. It is reasonable to include a terminal value benefit for projects where the Company 5 

retains control of the site at the end of the asset life because the site has value, e.g., 6 

the existing turbines could be repowered.  Indeed, both Staff and Mr. Mullins 7 

recognize that it is not unreasonable to account for terminal value when comparing 8 

Company-owned projects to PPAs.120 9 

Q. Did the terminal value used to assess bids in the 2017R RFP drive the bid 10 

selection? 11 

A. No.  The Oregon independent evaluator noted that, “PacifiCorp’s terminal value 12 

adders were fairly small[.]”121  To further test the impact of the terminal value, the 13 

Oregon independent evaluator requested that PacifiCorp conduct a sensitivity analysis 14 

based on the final shortlist of bids to determine if the Cedar Springs project was more 15 

beneficial as a combination PPA and BTA (the bid PacifiCorp selected) or as entirely 16 

a PPA.  The results showed that, “Removing the terminal value brings the numbers 17 

closer together, but the Company’s preferred portfolio still has a greater net benefit, 18 

$255 to $250 million on a net present value basis.”122   19 

                                                 
119 AWEC/100, Mullins/15. 
120 Staff/800, Storm/26; Application of Rocky Mountain Power for Approval of a Significant Energy Resource 
Decision and Voluntary Request for Approval of Resource Decision, Utah PSC Docket No. 17-035-40, 
Supplemental Rebuttal Testimony of Bradley G. Mullins, lines 477-78 (Apr. 17, 2018) (“I do not necessarily 
disagree that there might be some longer term value with respect to a utility owned wind site, in contrast to a 
power purchase agreement.”). 
121 Oregon IE Report at 19. 
122 Oregon IE Report at 37; see also, Utah IE Report at 83 (“. . . the application of a terminal value benefit for 
utility ownership options was a small factor overall and did not influence final results. . .”). 
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  AWEC’s testimony on the impact of the terminal value compared the 1 

Company’s selected portfolio selected to the PPA-heavy portfolio.123  But as noted 2 

above, the PPA-heavy portfolio included projects that could not interconnect and was 3 

therefore not a viable portfolio.  4 

Q. Did AWEC provide any evidence disputing the actual terminal values used by 5 

PacifiCorp? 6 

A. No.  AWEC simply claims they were too high without any analysis to support that 7 

conclusion.   8 

Q. Staff testifies that it would “prefer the Company performs a sensitivity analysis 9 

around terminal values” in cases where the terminal value is a relatively large 10 

portion of the calculated net customer benefits.124  How do you respond to this 11 

recommendation? 12 

A. The Company’s analysis of the customer benefits resulting from the Combined 13 

Project does not rely heavily on terminal value to demonstrate a positive net benefit.  14 

Even if the terminal value were completely eliminated, which would not be 15 

appropriate, the Energy Vision 2020 Wind Projects would still produce $136 million 16 

in net customer benefits in the medium case before accounting for all of the 17 

conservative assumptions used in the Company’s economic analysis.   18 

 

                                                 
123 AWEC/100, Mullins/15. 
124 Staff/800, Storm/26. 
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D. Interconnection Constraints 1 

Q. AWEC also claims that certain bids were “disqualified from consideration” 2 

because of their place in PacifiCorp’s interconnection queue.125  Is that correct? 3 

A. No.  No bids were “disqualified” or “eliminated” from consideration due to 4 

interconnection queue position.  The final shortlist was initially developed based on 5 

economic analysis of the bids—without consideration of interconnection queue 6 

position, as discussed in more detail below.  Only one change to the final shortlist 7 

was made based solely on the results of the interconnection restudies—the removal of 8 

McFadden Ridge II because it could not be interconnected with just the addition of 9 

the Aeolus-to-Bridger/Anticline transmission line.  Even more importantly, any 10 

allegations that the interconnection queue issues “biased” the RFP process are 11 

directly contrary to the conclusions of the independent evaluators who monitored the 12 

2017R RFP.  Both independent evaluators provided their own independent analysis 13 

and carefully scrutinized the process and results.  And both independent evaluators 14 

concluded that the 2017R RFP was transparent, fair, and unbiased.126 15 

Q. Was the fact that there was limited interconnection capability on PacifiCorp’s 16 

transmission system in eastern Wyoming known to bidders? 17 

A. Yes.  The fact that there was limited interconnection capability was known at the 18 

beginning of the 2017R RFP process, which is why PacifiCorp’s initial minimum bid 19 

eligibility screen included a requirement for an interconnection system impact study.  20 

Commenters and bidders requested that this requirement be removed from the 21 

minimum bid-eligibility screen to allow broader participation.  At the 22 

                                                 
125 AWEC/100, Mullins/16-17. 
126 Oregon IE Report at 2-3; Utah IE Report at 82-83. 
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recommendation of the independent evaluators, this restriction was changed to 1 

generators who had begun the interconnection study process.  This change increased 2 

the number of projects that could bid into the 2017R RFP, which resulted in robust 3 

participation, including numerous bids that were not dependent on the construction of 4 

the Aeolus-to-Bridger/Anticline line.  Although interconnection constraints ultimately 5 

rendered some bids non-viable, neither of the independent evaluators indicated that 6 

the 2017R RFP process was biased or unreasonable as a result. 7 

Q. Did Mr. Mullins make this same argument in his testimony before the Utah 8 

commission? 9 

A. Yes.  And that commission did not find his argument persuasive.  The Utah 10 

commission concluded that “because no third-party bidders’ projects were removed 11 

from the shortlist after PacifiCorp discovered the [interconnection] issue, we find the 12 

issue did not undermine the reliability of the process to establish the selected Wind 13 

Projects’ competitiveness.”127 14 

E. Solar Sensitivities 15 

Q. Mr. Mullins also quotes his own testimony from the Utah proceeding and claims 16 

that there were lower cost and lower risk solar PPA available to the Company.128  17 

How do you respond to this claim? 18 

A. As I described in my direct testimony, the Company performed a specific sensitivity 19 

analysis based on the results of the 2017S RFP to determine if solar bids received 20 

through that solicitation should displace wind bids from the 2017R RFP.129  The 21 

                                                 
127 Utah EV 2020 Order at 18. 
128 AWEC/100, Mullins/17. 
129 PAC/700, Link/49-52. 
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Company’s analysis demonstrated that solar PPA bids do not displace the economic 1 

benefits of the Combined Projects.  Rather, the Combined Projects deliver greater 2 

customer benefits in the medium natural gas, medium carbon dioxide price-policy 3 

scenario than the solar PPA portfolio from the 2017S RFP.  Moreover, the sensitivity 4 

demonstrated that when solar PPAs are acquired with the Combined Projects, the net 5 

customer benefits increase.  This analysis shows that solar PPAs should not displace 6 

the Combined Projects.  7 

Q. Did the Oregon independent evaluator review the Company’s solar sensitivity? 8 

A. Yes.  The Oregon independent evaluator noted in his report: “In all cases the 9 

combination of solar and shortlisted [wind] resources provided more net benefits.”130 10 

Q. If the combination of the solar PPAs and Combined Projects produced higher 11 

net customer benefits, why did the Company not pursue the solar PPAs? 12 

A. While the base economic analyses of solar bids show that there are potential customer 13 

benefits associated solar PPAs from the 2017S RFP, subsequent sensitivity analyses 14 

show a risk, unique to solar resource opportunities, that the projected benefits for the 15 

solar PPAs in the base economic analysis were overstated.  In addition, the Company 16 

concluded in early 2018 when it was evaluating the 2017S RFP results that solar 17 

project costs are expected to decline.  Thus, PacifiCorp did not need to act at that time 18 

and reasonably decided not to select any of the 2017S RFP bids.  Instead, PacifiCorp 19 

chose to continue to evaluate solar resources in its 2019 IRP process with full 20 

stakeholder engagement and a more orderly assessment of the potential customer 21 

benefits of solar generation.  The Company reasoned that there would be sufficient 22 

                                                 
130 Oregon IE Report at 36. 
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time to initiate a new competitive solicitation for solar resources if the continued 1 

evaluation showed customer benefits.   2 

Q.  Did PacifiCorp inform the independent evaluator overseeing the 2017S RFP that 3 

it was not pursuing any solar PPA bids?  4 

A.  Yes.  PacifiCorp summarized its 2017S RFP final shortlist bid evaluation and 5 

selection analysis with London Economics International, LLC, the independent 6 

evaluator retained by the Company to monitor the 2017S RFP, on March 12, 2018.  7 

This summary is included in the final report of the independent evaluator for the 8 

2017S RFP, which is provided as Exhibit PAC/2302 (Solar IE Report).  9 

Q.  Did the independent evaluator for the 2017S RFP agree with the Company’s 10 

conclusions?  11 

A.  Yes.  The independent evaluator concluded that the Company’s decision to not accept 12 

any solar bids was not unreasonable and that PacifiCorp’s concerns over conditions in 13 

the solar market that reflected uncertainties were reasonable.  In addition, the 14 

independent evaluator concluded that the 2017S RFP was conducted in a manner that 15 

was consistent with general procurement best practices, unbiased, that the selection of 16 

the shortlisted resources was fair, and that the Company’s modeling reflected industry 17 

best practices.131 18 

Q. Did AWEC provide any specific challenge to the methodology or calculations 19 

used in the solar sensitivity? 20 

A. No.  AWEC simply states the fact that the solar and wind RFPs were separate meant 21 

there was not an “equal playing field,” without explaining why that is so.   22 

                                                 
131 PAC/2302 (Solar IE Report at 4–5). 
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Q. Mr. Mullins quotes his Utah testimony where he claimed that separate wind and 1 

solar RFPs made it “impossible” to form an “apples-to-apples” comparison of 2 

wind and solar bids.132  Did the Utah commission agree with Mr. Mullins? 3 

A. No.  The Utah commission found that the “2017S RFP was modeled and analyzed in 4 

a way that provided results meaningfully similar to what would have occurred had the 5 

wind and solar resources bid into the same RFP.”133  The Utah commission 6 

“recognize[d] the synergy the PTC credits create through the simultaneous pursuit of 7 

the Wind and Transmission Projects renders an apples-to-apples comparison to solar 8 

resources in other regions difficult,” but “the economic analysis PacifiCorp provided 9 

in support of the Combined Projects gives us confidence that the Combined Projects 10 

are most likely to result in future cost savings for customers.”134 11 

V. PRYOR MOUNTAIN 12 

Q. Please describe Staff’s recommendation for the Pryor Mountain wind project.  13 

A. Staff recommends that the Commission approve the investment in Pryor Mountain, 14 

subject to several conditions that are addressed by Company witness Mr. Bob Van 15 

Engelenhoven.   16 

Q. CUB argues that the Company has not provided sufficient evidence that the 17 

proposed renewable energy certificate (REC) sale to Vitesse is the “best deal for 18 

its non-Facebook customers.”135  How do you respond? 19 

A. CUB suggests that there is a risk Facebook, Vitesse’s parent Company, may not exist 20 

                                                 
132 AWEC/100, Mullins/16. 
133 Utah EV 2020 Order at 25. 
134 Utah EV 2020 Order at 25. 
135 CUB/100, Jenks/50. 
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for the full 25-year term of the REC sales contract.136  PacifiCorp analyzed the 1 

counter-party risk associated with a long-term transaction with Facebook and 2 

concluded that Facebook is a creditworthy counterparty.  PacifiCorp has  3 

 4 

.  As stated in my direct testimony, 5 

PacifiCorp estimates that the present-value cost reduction resulting from Vitesse’s 6 

purchase of all RECs generated by the project is $    7 

  CUB also suggests that the Company could sell the RECs for a higher price in 8 

the future.137  The 2019 IRP preferred portfolio includes an abundance of new 9 

renewable resources that will provide RECs that can be used for RPS compliance or 10 

sold.  All of these resources are part of the least-cost portfolio of resources needed to 11 

serve reliably serve our customers without accounting for RPS compliance 12 

requirements or incremental revenue from REC sales.  Given that renewable 13 

resources are increasingly cost-effectiveness relative to other resource options, it is 14 

not clear whether marginal demand for renewable resources will generate “higher” 15 

REC prices in the market.  As such, it is not reasonable to take a speculative position 16 

on potential future REC sale opportunities. 17 

 

 

 

 

                                                 
136 CUB/100, Jenks/50. 
137 CUB/100, Jenks/50. 
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Q. CUB is also concerned that the terminal value benefit included in the Company’s 1 

economic analysis is too speculative and forms a large portion of the overall 2 

forecasted customer benefits.138  Staff raised a similar concern.139  How do you 3 

respond? 4 

A. First, even without the terminal value benefit, Pryor Mountain is forecasted to provide 5 

net customer benefits under both the medium and low natural-gas scenarios, as I 6 

discussed in my direct testimony and as CUB acknowledges.140 7 

Second, CUB’s argument that Pryor Mountain represents a net cost in several 8 

early years of operation ignores the cumulative benefits over the same time period.   9 

  Third, CUB’s argument that the potential benefits are not guaranteed and will 10 

fluctuate141 is true of any benefit forecast, which is why the Company’s analysis 11 

includes several scenarios to test the expected benefits over a range of potential future 12 

scenarios, with a focus on the most conservative scenario as a means to mitigate risk.  13 

The Company’s decision to move forward with Pryor Mountain was based on the best 14 

information available at the time, and this information shows that the project is 15 

expected to generate significant customer benefits over time.   16 

Q. Staff concludes that the terminal value applied in 2050 of the Pryor Mountain 17 

economic analysis represents 21 percent of the PVRR(d) benefits in the “MM” 18 

scenario.142  Is this accurate? 19 

A. No.  In performing its calculation, Staff assumes that all of the net benefits shown in 20 

                                                 
138 CUB/100, Jenks/53. 
139 Staff/800, Storm/49-50. 
140 PAC/700, Link/70-71. 
141 CUB/100, Jenks/52. 
142 Staff/800, Storm/51-52. 
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Figure 8 of my direct testimony are attributable to terminal value.  This assumption is 1 

made despite the fact that Staff observes the annual net benefits total about 2 

$30 million per year in the latter years of the analysis.  In nominal dollars, the 3 

terminal value for Pryor Mountain in 2050 is less than $107 million.  On a present-4 

value basis, this represents about 16 percent of the PVRR(d) results for this price-5 

policy scenario. 6 

Q. How did the Company calculate the terminal value benefit for Pryor Mountain? 7 

A. The terminal value for Pryor Mountain has three components.  The first component 8 

represents the value for transmission assets remaining at the end of the assumed life 9 

for the generating resource.  This is calculated as the remaining net book value 10 

adjusted for inflation at the time the generating resource is assumed to retire.  The 11 

second component is based on the value of non-transmission assets remaining at the 12 

end of the assumed life of the generating resource (i.e., roads, buildings, etc.).  This is 13 

fully depreciated at the end of its 30 year book life, however it has a terminal value 14 

because the cost of these assets would not need to be incurred by a successor 15 

project.  Therefore, the terminal value is equal to the original cost adjusted for 16 

inflation multiplied by the portion of the original life remaining (50 percent).  The 17 

third component represents the value of development rights component which is 18 

escalated from the current value at inflation. 19 
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Q. Staff is also concerned that Pryor Mountain is not expected to provide 1 

cumulative net benefits until 2030 under the medium natural-gas, medium 2 

carbon dioxide price-policy scenario.143  How do you respond to this concern? 3 

A. It is not uncommon for rate-based capital projects that are used to reliably serve 4 

customers to contribute incremental costs that exceed annual benefits in the earlier 5 

years of operation when accumulated depreciation is relatively low.  As these assets 6 

continue to depreciate, the benefits ultimately outweigh annual costs.  As 7 

demonstrated in the 2019 IRP, PacifiCorp has an immediate resource need, and 8 

procuring resources that qualify for 100 percent PTCs materially mitigates near-term 9 

cost pressures relative to other resource alternatives.  Consequently, over time, the 10 

Company’s analysis shows that the Pryor Mountain facility is lower cost than other 11 

alternatives.  12 

Q. Staff also claims that in the low natural-gas, low carbon dioxide price-policy 13 

scenario, if the terminal value is removed Pryor Mountain represents a net cost 14 

to customers.144  How do you respond? 15 

A. First, to clarify, the “LN” price-policy scenario does not assume a low CO2 price, it 16 

assumes that there will never be a CO2 policy that places an incremental cost on 17 

fossil-fired generation resources, and as such, the CO2 price assumed in this scenario 18 

is zero in all years.  Second, this price-policy scenario inherently assumes that 19 

natural-gas prices will be well below expected prices and that this will be sustained 20 

for decades.  I find it highly unlikely that there will never be any form of CO2 policy 21 

that adds cost to fossil-fired resources and even more unlikely that such an outcome 22 

                                                 
143 Staff/800, Storm/52-53. 
144 Staff/800, Storm/53-54. 
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would coincide with a decades-long stretch of low natural gas prices, making this 1 

price-policy scenario somewhat of an extreme bookend on how things might evolve 2 

over the next thirty years.  Third, the Company’s application of terminal value is 3 

valid.  As noted earlier in my testimony, this value captures the benefit where control 4 

of a site is retained at the end of the asset life, providing an opportunity to leverage 5 

existing infrastructure when potentially redeveloping that site for on-going use (i.e., 6 

transmission assets, access to high-quality wind profiles, access to land, etc.).  Even if 7 

parties have disagreements on the precise assumption used to ascribe terminal value, 8 

it is certainly inappropriate to ignore it entirely.   9 

Q. CUB also requests additional evidence that Pryor Mountain is the least-cost, 10 

least-risk resource given that it was not selected in the IRP to meet a resource 11 

need and customers will not receive RECs for the first 25 years of the resource 12 

life.145  How do you respond? 13 

A. To the extent CUB’s argument is that Pryor Mountain does not meet a resource need, 14 

I addressed that issue above.  PacifiCorp has an immediate resource need, and the 15 

Company relied on its IRP modeling tools to demonstrate that Pryor Mountain is 16 

lower cost than other resource alternatives, just like the Energy Vision 2020 Wind 17 

Projects are lower cost than other alternatives that would otherwise need to be 18 

pursued to meet the Company’s projected needs.  19 

  Further, the Company projects in its 2019 IRP that it will achieve compliance 20 

with the Oregon renewable portfolio standard requirements through at least 2038 (the 21 

end of the planning period), so there is no customer compliance obligation that is 22 

                                                 
145 CUB/100, Jenks/55. 
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unmet because of the sale to Vitesse.  And customers are receiving the benefit of the 1 

revenue generated by the sale of the RECs, which offsets the costs of the resource and 2 

is a component of the expected net customer benefits from the project.   3 

VI. COAL PLANT EXIT DATES 4 

Q. Sierra Club argues that there have been changes in factual circumstances that 5 

warrant earlier retirement of the Company’s coal units and a corresponding 6 

change to the Exit Dates.146  What is your overall response to this argument? 7 

A. Sierra Club points to two actual changes that occurred since Sierra Club agreed to the 8 

Exit Dates reflected in the 2020 Protocol:  the Governor’s Executive Order 20-04 and 9 

the COVID-19 pandemic.  The remainder of Sierra Club’s testimony simply repeats 10 

arguments Sierra Club has been making for years, in IRPs, TAMs, and rate cases.  11 

None of those arguments justify Sierra Club’s recommendation that the Company 12 

retire all coal units in 2025.  Mr. Wilding’s reply testimony addresses many of Sierra 13 

Club’s arguments, including the impact of the Governor’s Executive Order.  My 14 

testimony focuses on the whether the COVID-19 pandemic has caused a change in 15 

circumstances that now warrants retiring the Company’s coal units in 2025.   16 

Q. Sierra Club argues that COVID-19 has caused a lower demand for electricity 17 

across the country and therefore the Company should update its load forecast.147  18 

How do you respond? 19 

A. The reports cited by Sierra Club both indicate lower demand and market prices for the 20 

next 18 months.148  Sierra Club concludes from the reports that “[t]hese effects are 21 

                                                 
146 See Sierra Club/200, Hausman/11. 
147 Sierra Club/200, Hausman/12-13. 
148 Sierra Club/200, Hausman/12-13. 
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expected to continue for many years,” which is not what the reports state, at least 1 

according to Sierra Club’s own testimony.  The fact that COVID-19 is likely to have 2 

an impact on demand and market prices for 18 months does not mean that the 3 

Company should necessarily revisit long-term resource decisions, such as the coal 4 

unit retirement dates established in the 2019 IRP.  5 

Q. Sierra Club also points to the fact that the Company’s OFPC decreased since the 6 

preparation of the 2019 IRP.149  Is this a reason for the Company to retire its 7 

coal units in 2025, as Sierra Club recommends? 8 

A. No.  The Company would never make such a dramatic and irreversible resource 9 

decision based a simplistic analysis around recent changes to expected forward prices.  10 

The decision to retire individual coal units is made on the context of the Company’s 11 

integrated resource planning process, not in a general rate case.  The Company is 12 

currently engaged in the preparation of its 2021 IRP where it will once again examine 13 

on a holistic, portfolio basis whether early retirement of its coal units is least-cost and 14 

least-risk for customers.  15 

Q. Sierra Club faults the Company for not performing a natural-gas-price 16 

breakeven analysis, like that used for the Jim Bridger SCRs, for all coal units.150  17 

Is this a reasonable request? 18 

A. No.  The Company would not decide to retire all of its coal units based on such an 19 

analysis outside of an IRP.  Moreover, Sierra Club’s comparison of the SCR 20 

breakeven analysis to current market prices is inapt.  Sierra Club points out that in the 21 

Jim Bridger SCR analysis natural gas prices were roughly nine percent above the 22 

                                                 
149 Sierra Club/200, Hausman/14-15. 
150 Sierra Club/200, Hausman/17. 
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break-even point when the Company performed its analysis.151  Because current 1 

market prices are more than nine percent lower than the prices used in the 2019 IRP, 2 

Sierra Club suggests that the Company’s coal units may be uneconomic.  This 3 

comparison misunderstands the SCR breakeven analysis, which was performed in 4 

2013 based on the very specific factual circumstances of Units 3 and 4 to compare the 5 

costs of SCR installation to natural gas conversion.  Sierra Club cannot rely on the 6 

SCR breakeven analysis to draw any conclusions on whether other individual coal 7 

units should be retired in 2025.  8 

Q. How do you respond to Sierra Club’s claim that lower market prices “would 9 

have a very large impact on the viability of units that, as shown in the 10 

Company’s 2019 IRP, were already each uneconomic or marginal on their 11 

own?”152 12 

A. First, I disagree with Sierra Club’s claim that the 2019 IRP showed that the 13 

Company’s coal units were already uneconomic on their own.  The 2019 IRP showed 14 

that customers may benefit from the early closure of certain coal units.  It in no way 15 

showed that each unit was uneconomic or marginal. 16 

  Second, it is completely unreasonable to assume a change in natural gas prices 17 

supports an accelerated early retirement of all coal units in PacifiCorp’s fleet.  The 18 

2019 IRP included a case assuming all coal units would be retired by the end of 2030, 19 

and this was among the highest-cost cases produced during the initial portfolio-20 

development process.  The potential for economic early retirement outcomes is best 21 

suited for analysis in the IRP, not in a general rate case proceeding. 22 

                                                 
151 Sierra Club/200, Hausman/17. 
152 Sierra Club/200, Hausman/18. 
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Q. Did Sierra Club provide any actual evidence that the lower market prices would 1 

render the Company’s coal units uneconomic? 2 

A. No.  Sierra Club’s argument relies on the simple observation that market prices have 3 

decreased and then draws the broad conclusion that those lower market prices might 4 

make coal units uneconomic.  And based on that simplistic assessment, Sierra Club 5 

argues that the PacifiCorp should retire all its coal units by 2025.  As noted above, the 6 

IRP is the appropriate forum to analyzed potential benefits for early coal unit 7 

retirements, which will continue to be evaluated in the 2021 IRP. 8 

Q. Sierra Club also argues that if the Company used the social cost of carbon in its 9 

IRP analysis the results would also show that more coal units would be 10 

uneconomic.153  How do you respond? 11 

A. Sierra Club appears to concede that the Commission has not required the use of the 12 

social cost of carbon in Oregon utility planning.  Although the Commission is 13 

considering doing so, that change has not occurred and is no basis for requiring early 14 

retirement of the Company’s coal units in this case.   15 

Q. Sierra Club criticizes the Company for how it has assessed the risk of 16 

greenhouse gas emissions in is IRP modeling.154  Is this a fair criticism? 17 

A. No.  Sierra Club makes reference to a statement in the IRP that describes the planning 18 

environment, which recognizes that the election of Donald Trump as U.S. President 19 

reduces the likelihood of federal climate change legislation in the near term.  I believe 20 

this is a reasonable statement.  Nonetheless, it is simply not accurate to characterize 21 

this statement as evidence the Company is betting on favorable political winds.  In 22 
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fact, in its 2019 IRP, the Company assumed, in its base case, that CO2 prices would 1 

add costs to fossil-fired generation beginning 2025.  Additional scenarios were 2 

analyzed with higher CO2 price assumptions than those applied in the base case, 3 

including scenarios reflecting application of the social cost of carbon.  4 

Q. Sierra Club also points to market trends that have caused decreased coal 5 

generation to argue that the Company must reassess its coal unit retirement 6 

dates.155  Do you agree? 7 

A. No.  All of the points made by Sierra Club—decreasing renewable resource cost and 8 

broader market trends showing decreased coal generation—are not new or changed 9 

circumstances that justify Sierra Club arguing for different retirement dates that were 10 

assumed when Sierra Club agreed to the Exit Dates.  All these trends were accounted 11 

for in the Company’s 2019 IRP and will continue to be accounted for in future IRPs.  12 

Q. Sierra Club argues that the “Company should be required to show, using the 13 

most updated assumptions, why certain units should be kept online longer at the 14 

possible expense of certainty in decommissioning and remediation liability.”156  15 

Do you agree? 16 

A. No.  As noted above, such an analysis occurs in an IRP, not in a rate case filing such 17 

as this.  There will always be changing circumstances and the Company will continue 18 

to assess those changing circumstances in its IRP analysis.  Sierra Club’s position 19 

would prevent the Company from ever establishing retirement date because it would 20 

need to constantly reassess for changing conditions.  With the exception of the 21 
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Executive Order and COVID-19, Sierra Club largely seeks to rehash issues addressed 1 

in the 2019 IRP and that do not constitute changed circumstances.       2 

Q. Sierra Club also claims that the Company has never tested whether retiring 3 

Hunter and Huntington in 2022, either together or in combination with other 4 

units that would also retire early.157  How do you respond? 5 

A. PacifiCorp produced a coal retirement analysis in the 2019 IRP in accordance with 6 

the Oregon commission’s 2017 IRP acknowledgement order.  The Company 7 

progressed those studies through the course of the 2019 IRP by using additional 8 

modeling tools to evaluate coal retirements on a unit-by-unit basis, for multiple units 9 

at a time, and in different time frames.  Also as the IRP progressed, PacifiCorp 10 

incorporated the results of a robust reliability assessment process to ensure that there 11 

would be sufficient resources on the system to reliably serve our customers under any 12 

coal retirement scenario and the cost to procure and maintain these resources would 13 

be captured in the analysis.  Ultimately, this analysis highlighted that customers were 14 

most likely to benefit from the potential early retirement of certain coal units, and that 15 

if the cumulative capacity of early coal retirements exceeded a certain threshold, 16 

system costs would increase.  This observation informed the portfolio-development 17 

process in the 2019 IRP, leading the company to prioritize its economic analysis, with 18 

input from its IRP stakeholders, on other units beyond those at the Hunter and 19 

Huntington plants.  PacifiCorp will continue to evaluate the potential for economic 20 

early retirements in its 2021 IRP.  21 
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Q. Does this conclude your reply testimony? 1 

A. Yes.  2 
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Please describe your concerns with the Jim Bridger coal cost increases.

in the current rate case application, Pacificorp requests an increase off

f at tiie Bridger coal company,l or about I of the total coal oost

increases identified in this case. Overall, the cost increase at Bridger coal mine

accounts for nearly I of the total rate increase requested in Utali.2 In support,

the Company provided a new long-term forecast for coal delivered to the .Iinr

Bridger coal plant, a trajectory which is significantly irigher than the costs

projected in the company's recently closed voluntary approval docket for scR

equipment at Jim Bridger units 3 & 4,IJtah docket 12-035-92.

critically, the Company's application for ple-approval hinged on a projection of

fuel costs for both coal supplied to the plant, as weli as natural gas forecasts for

repiacement generation. The proceeding for the company's SCR application,

formally concluded December 3a,2013, never contemplated coal prices at

Bridger coal mine anywhere close to the prices now forecasted in this docket.

The company's workpapers supporting the 2012 Bndger scR case showed

significantly lower coal prices than the coal prices now projected for deliyery at

Jim Bridger. Substituting the currently disclosed coal prices from this docket into

the scR analysis from Docket 12-035-92 cuts the projected benefit of the SCRs

3Q

4A

5

6

7

8

9

l0

1I

t2

l3

14

l5

r6

lt

t8

l9

1 Scc Dircct Testimony of Cindy Crane, Table 4.
2 Company requests $76.3 rnillion (see Direct Testirnony of Riclrard Walje, line 35). tJtah share represents
approxirrately 43Yo of Contpany total. f* +ZN / $76.3 : I

20
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3

4

5

6

7

8

9

in half. IIad the Company disclosed its most up-to-date coal and gas price

projections frorn the 3'd quarter of 2013 while the SCR docket was still active, an

analysis would have resulted in a net benefit of approximately zero.

Specificaliy, had the Company provided the Commission with its best and most

up-to-date coal and gas prices prior to the conclusiorr of the SCR docket, tliis

Commission's final decision may have been very different. It is unclear whether

the Company's omission was a deliberate or inadveftent withholding of

information. In either case, a reasonable utility would have known of these price

changes and immediately alerted the Commission. Effective regulation is made

with the benefit of f'ull disclosure and correct information. By failing to provide

information to this Commission indicating that circumstances at Bridger coal

mine had changed significantly, the Company denied this Commission the

opportunity to evaluate ntepayer risks eflectively and appropriately.

Why has the cost of coal increased at Bridger coal mine?

According to Company witness Ms. Cindy Crane, higher than expected ash

content in the next longwall seam of the underground complex at Bridger coal

mine has caused a delay and increased expense to rnove an extra longwali panel.3

Reduced production,4 "increased fcosts for] materials and supplied and outside

services, increased final reclamation expense, and increased royalty and

11

1sA

l2

13

t4a

IO

t6

l7

l9

3 Dircct Tcstimony of Cindy Crane, pages 20-21.
4 Direct Testimony of Cindy Crane, lines 428-431
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production tax expense"s all contributed to the higher cosls ofcoal delivered to

Jim Bridger.

According to Ms. Ctane, well over half of the cost increase is attributable to

reduced production during thc extended longwall move.6

0 what was the estimated benefit of retrofitting Jim Bridger with scRs in

Docket 72-035-92?

In the Company's initial application ("SCR Application Analysis"), filed August

24,2012, the Company's analysis found that in the base case the SCRs were

favorable Uv I,7 That a'alysis relied on outdated coal and gas prices

from March 2012.8

In the analysis filed with rebuttal testimony ("SCR Rebuttal Analysis"), filed

February ll,2Al3,PacifiCorp made several adjustrnents, including using more

contemporary coal and gas price projections fi'om January 2013.e This rebuttal

analysis, representing the Company's best and final analysis contemplated in this

case, found that the SCR benefit had shrunk by 4Ao/o, down to I ot. u

net present value basis.lo

A

s Direct Testimony of Cindy Cranc, lines 425-427.
6 Direct Testimony of Cindy Crane, lines 428-431.
7 See Direct Testitnony of Rick Link in Docket l2-035-g2,page2, tine 28.
8 See Response to Sierra Ciub 9. I , referencing Response to OCS 1 . I 7 1'r Supp CONF in 12-035-92.
Bridger Coal Company files are titled "CPCN - BCC - March 7 2012." Attached as Exhibit SC IIt-^-2.
e See workpapers of Cindy Crane in 12-035-92 rcbuttal. Bridger workbook titled "BRIDGER Rev I - l8-
73."
r0 See Rebuttal Testimony of Rick Link in Docket 12-035-92,page2,line 23.
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On May 70,2013, the Utah Commission ruled on the Company's application,ll

approving the SCRs and requesting to review the Company's final EPC budget.

The EPC contract was provided on October 10,2013, and was approved by this

Commission on December 30, 20n.12

I will refer to the period between the May l0 conditional approval of the scR

rctrofit13 and the Commission's final Engineering, Procurement and Construction

(EPC) appravalta on Decembcr 30, 2013 as the "due diligence period." During

this timeframe, the company had a clear, continuing obligation to evaluate its

own resource decisions and investments, and a responsibility to this Commission

to ensure that the best possible information was available to decision-makers.

When were the coal costs in this instant case (Utah GRC 13-035-134)

projected for Jim Bridger?

The workpapers associated with Ms. Crane's testimony indicate that the forecast

was generated October 4,2013,1s a week prior to the date upon which this

4

5

6

7

8

9

t0

11 a
l2

t3A

l4

rr Rocky Mountain Powel'Resource Decision Jirn Bridger Units 3 and 4. Issued May 10, 2013. iitah
Docket 12-035-92. Attached as Confidential Exhibit SC__JIF-3.
12 Notice of Final Approved Projected Cost of Resource Decision. Issued Decernber 30, 2013. Utah Docket
12-035-92. Attached as Confidential Exhibit SC JlF-4.
13 Rocky Mountain Power Resource Decision Jirn Bridger Units 3 and 4. Issued May 10,2013. Utah
Docket 12-035-92. Aftached as Confidential Exhibit SC JIF-3.
ra Notice of Final Approved Projected Cost of Resour..D6"irinn. lssued l)ecember 30, 2013. Utah Docket
12-435-92, Attached as ConfidentialExhibit SC ilF-4.
15 See workpapers of Cindy Crane in 12-035-92 reUuttal. Bridger workbook titled "BRIDGER Rev I -18-
1 3."
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Commission had received the EPC contract for Jim Bridger's SCRs, and nearly

three months before the Commission issued its approval of the EPC contract.

In testimony for this case, Ms, Crane explains that the immediate coal shortfall

and price increase is due to an extended longwall move in the underground coal

mine, bypassing a problematic area that was detected "this last summer."l6

In response to a data request, Ms. Crane further explained that the problem was

detected "as a result of additional drilling in March/April of 20i3.,'17 This

indicates that Company officials were aware of the problems in Jim Bridger's coal

supply even prior to the commission's initial decision in this case, even if the

Company had not yet determined the monetary impact of the discovery.

The key events are charted in Figure 1, beiow.

Jan 2012 May 2012 Sep 2012 Jan 2013

7

8

9

l0

1l

May 2013 sep 2013 Jan2A74 May 2014

BCC projection
supporting 5CR

application
BrldgorSCR

Appllcatlotr
Erldgor SCn

Rsbunal

gCC projection
supporting UT

2014 6RC

uT 2014
GRc flled

commlsilon
approree EPC

-4:1..3.- H,-:_:I
gCC pro.iection

supporting SCR

rebutta I

Bcc drilling
detects high ash

content

,4. g\llct cE.Pqi$d

Commission
approv6e 5CRt2

l3
14

Figure 1. Timeline of Bridger SCR analyses and Bridger Coal Company (BCC)
costs

16 See Direct Testimony of Ms. Cindy Crane, pages 2l and,22,li.rrcs 408-41 l, specifically
l7 See response to Sierra Club data request 4.9b. Attached as Exhibit SC JIF-5.
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What is your evidence that the higher cost of Bridgcr coal contemplated here

was not incorporated into the SCR application?

I compared the long-term forecast of Bridger coal prices fi'om Ms. Crane's

workpapers in this docketls to Ms. Crane's base-case workpapers from the SCR

docket.le ln the SCR docket, these prices are provided as the annual composite

price of coal produced at the surface mine, the underground mine, and from Black

Butte and Kemmerer mines through 2A34.20In the present case, this composite

price is not provided, and long term forecasts from Black Rutte and Kemmerer are

also not provided. I have assumed that both of these sources have aI

- 

Company's projected coal price over the long run,2l

The Company does provide long-term forecasts for the operating and capital

expense of Bridger coal mine, the same source data that is used to inform the

short-term forecast provided for this rate case, I used the same data for dollars per

r8 See file "BRIDGER.xlsx" in workpaper filing 7A0-23 CONF\C.8.f Conf.
le See wolkpapers of Cindy Crane in n-A35-92 rebuttal. Bridger workbook titled "BRIDGER Rev l-18-
1 3."
20 Long term forecasts were provided through 2030 in the workpapers supporting the initial filing, ancl 2034
in the rebuttal anal
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ton received and heat content (in btu/lb)22 as used by Ms. Crane for the short ter.m

projection,23 but included the annual estimates through 2037.24

Comparing the cost of coal delivered to Jim Bridger projected in this case against

the prices presented in the SCR Rebuttal Analysis indicate prices in2A14-2034 as

projected in October 2013

above prices projected in January 2013 (see Error!

Reference soutrce not found.)

Reviewing historic data, as reported to the US Energy Information Adrninistration

(EIA), the average cost of coal delivered to Bridger actually spiked in 2011 and

has maintained well above the projections provided in the Bridger SCR case (see

Error! Reference source not found.).25

22 Heatcontent projections only provided through 2016:2017-2037 are average heat contents,
23 Price frorn 700-23 CONF\C.8.f Corrf.\BCC Budget t0-4-2013\OPEX-CAPEX\01
OpsCostSchedules.xlsx, tab OPEX (dollars/ton received); Heat content fi'om 700-23 CONF\C.B.f
conf.\BCC Budget 10-4-2013\oPEX-cAPEX\coal Qualiry Royalty l0-2013.xlsx, rab sep"l3 mp-
[20 1 4,20 I 5,20 1 6 ] fcst-cq -4x4
2a For heat content, I simply took the aver?ge heat content 2014-2A16 and extended itftom2017-2034.
25 Datafrom EIA Form 923, 2008-2013. Data represents all sources.
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IEND HIGHLY CONFIDENTIAL TESTIMONYI

Did any other factors affect your analysis of Jim Bridger?

Yes. Changing coal prices were not the only substantial shift during the due

diligence period - the Company's projected natural gas prices also fell from the

prices used in the SCR rebuttal analysis, as shown in Error! Reference source

not found., below.

Gas price projections from Opal hub fell by over I from September 2012 to

September 2Al3.3t The impact of this price drop was to effectively eliminate any

3A
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3r Nominal, f evelized from2016-2030
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May 1,2013
REDACTED

Page 18

2

benefit of the scR retrofit at Jim Bridger 3 8.4, taking into account the

contemporatleous coal cost increase projected by Ms. Crane.

a Did you re-run the Company's System Optimizer model with the coal and

gas prices available to the company during the due diligence period?

A No. I did not have access to the company's model, However, I used a process

similar to that presented by Mr. Rick Link, Director of Structuring and Pricing at

PacifiCorp, in the Bridger SCR proceeding. For coal prices, I created a manual

post-hoc adjustment to prices paid for coal at Jim Bridger, assuming the same

dispatch and consumption as determined by the System Optimizer model. For the

case in which Jim Bridger 3 & 4 were retired in201512016,I included the coal

price increase propounded by the company for advanced recovery ofcoal

remediation funds. I performed this posthoc adjustment for the low, mid and high

gas price scenarios, and re-produced the breakeven gas price analysis presented

by the Company in that proceeding.

In the SCR Rebuttal Analysis, Mr. Link presented an exhibit suggesting it would

require a nominal levelized gas price of Jrl"tMBtu to reach a zero benefit for

the SCRs at Jim Bridger 3 & 4,lUfiaetu less than the Company's

September 2012 gas prices (see Error! R.eference source not found., below).32
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32 Rebuttal Testimony of Rick Link in t2-035-92, Exhibit RMP_(RTL-6R)
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Page 19

2
3

4

5 In my re-analysis, I find a breakeven gas price of lnlMBtu. The nominal

levelized gas price projected by the Company in September 2013 was

$5.3s/MMbtu, extremely close to the breakeven price.33

33 Septernber 2013 Official Forward Price Curves for gas provided in Oregon 2013 IRP docket LC-57,
OPUC279. Not marked confidential. Attached as Exhibil SC JIF-6.
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5

2
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In short, the iinear trend, identical to the process used by Mr. Link in the Bridger

SCR approval docket, predicts that at the coal and gas prices available to the

Cornpany in late 2013, the Jirn Bridger SCRs u,ould have had a net benefit ofjust

rvell within any reasonable margin of error.
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Page2l

I Q The Companyos final EPC contract indicates that the cost of this project will

2

3

4

5

be less than projected in the SCR approval docket. Does this

reduced cost change fhe outcome of your assessment?

No. Even after adjusting for this reduced cost, the benefit as of late 2013 would

have been f - or just 16Yo of the capital costs of implementing the SCR

retrofit. This marginal benefit is a different story than the and then

benefit touted by the Company in their analyses. As described

earlier, this minimal benefit is well within the noise of the System Optimizer

model.

Have you made any other changes to the Companyts analysis aside from the

coal price adjustment you described above, and a review of the breakeven

analysis with lower gas prices?

No.

Was all of the information you used fully available to the Company during

the due diligence period?

Yes.

Was all of the information you used made available to this Commission

during the due diligence period?

No. The Company did not provide its new coal or gas plice projections to this

Commission after the SCR Rebuttal Analysis.
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Independent evaluator’s closing report on PacifiCorp’s 
2017 Solar RFP   

Prepared for PacifiCorp by London Economics International LLC 

March 29, 2018 

London Economics International (“LEI”) was engaged by PacifiCorp to serve as Independent 
Evaluator (“IE”) for its 2017 Solar Request for Proposals (“2017S RFP”) to ensure that the 
procurement process is competitive, fair, and managed according to procurement best practices 
such that the resulting acquisition of solar resources is price competitive. LEI provides this 
closing report evaluating the initial and final shortlist evaluation process, and the final outcome 
of the RFP process.  

LEI finds that the 2017S RFP was consistent with the RFP documents. It was conducted in a fair 
and unbiased manner. It attracted a large number of bidders, which helps ensure that any 
resulting acquisition of solar resources would be price competitive and offer the most potential 
benefit to retail ratepayers. PacifiCorp’s evaluation process was thorough, reasonable, and 
reflected industry best practices.    

In an unusual RFP outcome, PacifiCorp ultimately did not select any of the 2017S RFP bids to 
the final shortlist, in spite of the potential customer net benefits which PacifiCorp’s baseline 
analysis showed. LEI did not find PacifiCorp’s decision not to accept any solar bids to be 
unreasonable. PacifiCorp believes that bid prices reflected a risk premium based on uncertainty 
over looming tax and tariff changes during late 2017 and early 2018; the company believes that 
benefits to consumers will be higher once the uncertainty fades. Therefore, PacifiCorp plans to 
re-assess the potential benefits of solar resources in its 2019 IRP, with a view to potentially 
conducting another solar RFP in 2018.  

To ensure another robust turn-out of bidders, LEI recommends that PacifiCorp clearly explain to 
all bidders and to the broader community of solar developers why no bids were chosen for the 
FSL as part of this procurement process.      
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1 Executive summary 

On November 15, 2017, PacifiCorp issued a Request for Proposals (“RFP”) for solar photovoltaic 
(“PV”) resources (“2017S RFP”).1 PacifiCorp was seeking bids for up to approximately 2,000 MW 
of aggregate solar capacity in its service territory.  

London Economics International (“LEI”) was engaged by PacifiCorp to serve as the Independent 
Evaluator (“IE”) for its 2017S RFP to ensure that the procurement process was competitive, fair, 
and managed according to procurement best practices, such that the resulting acquisition of solar 
resources would be price competitive and offer the most potential benefit to retail ratepayers.   

On January 8, 2018, PacifiCorp selected an initial short list (“ISL”) of 25 bids, covering 11 projects, 
with an aggregate solar capacity of 1,530 MW.2 The bidders selected in the ISL were given an 
opportunity to provide best and final pricing, before PacifiCorp considered bids for the final short 
list (“FSL”). At the conclusion of the FSL evaluation process (discussed in detail in Section 5 of 
this report), PacifiCorp decided not to select any of the bids to its final short list. 

1.1 Key findings 

The 2017S RFP was conducted under unusual circumstances. It was conducted at the 
recommendation of the Utah Public Service Commission,3 rather than as the result of a business 
strategy developed in the context of PacifiCorp’s then-current IRP.   The timing of the 
procurement was accelerated to match as closely as possible the timing of PacifiCorp’s wind RFP 
(2017R RFP). 

In this context, LEI found that: 

• PacifiCorp’s 2017S RFP process was conducted in accordance with its RFP documents.

PacifiCorp accurately followed the process that was outlined in its RFP documents.  LEI

monitored all communications with bidders; PacifiCorp evinced no bias for or against any

bidder.

• PacifiCorp’s process for selecting the ISL was conducted in a fair and unbiased manner.

LEI’s analysis confirmed that the bids included in the ISL represent the best value

considering both price and non-price factors, from all the bids received during the RFP

1 PacifiCorp. “RFP 2017S Solar RFP Main Document.” November 15, 2017. 
<http://www.pacificorp.com/content/dam/pacificorp/doc/Suppliers/RFPs/2017S_RFP/Main_Documen
ts/RFP_2017S_SOLAR_RFP_MAIN_DOCUMENT.pdf> 

2 London Economics International LLC. “Independent evaluator’s report on initial shortlist selection process: 
PacifiCorp’s 2017S RFP.” January 26, 2018. 

3 The Utah PSC order recommending the solar RFP aligned with the Wind RPF COD was issued on September 22, 2017. 
Docket 17-035-23. <https://pscdocs.utah.gov/electric/17docs/1703523/2969071703523oarfpwsm9-22-
2017.pdf> 
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process. LEI believes that the initial shortlist accurately identified the bids that would 

result in the largest net benefit to customers across PacifiCorp’s service territory.   

• PacifiCorp’s quantitative modeling and analysis for the FSL process was fair and

reflected industry best practices. The FSL process included scenario analysis as well as

stochastic risk analysis, which reflects industry best practices. PacifiCorp’s baseline

scenario analysis showed the results for the impact of the solar portfolio on system costs

were generally positive. Benefits in the baseline were resilient with respect to stochastic

outcomes, too.

• PacifiCorp’s additional sensitivity analysis, applied to stress-test the baseline results,

was reasonable. PacifiCorp additionally stress-tested the top-performing portfolio of bids

using two sensitivity analyses. This aspect of the evaluation process was not explicitly

communicated to bidders in the RFP documents but was nevertheless consistent with the

RFP documents.  And in the context of the unusual circumstances of the RFP noted above,

LEI believes that it represented a prudent approach. The stress tests showed that projected

benefits of the top-performing portfolio might be overstated.

• PacifiCorp’s decision not to award any bids in this RFP was not inconsistent with the

process outlined in its RFP documents, which state “PacifiCorp reserves the right,

without limitation or qualification and in its sole discretion, to reject any or all bids, and

to terminate or suspend this RFP in whole or in part at any time.”4

LEI did not find PacifiCorp’s decision not to accept any solar bids to be unreasonable. Without 

the opportunity to vet a solar procurement in the context of its IRP, it is reasonable that PacifiCorp 

might have been concerned that the 2017S RFP might not ultimately provide net benefits for its 

customers. PacifiCorp expressed concern that conditions in the solar market at the time of the 

bidding reflected uncertainties over tax reform and tariffs on solar equipment.5 These were 

reasonable concerns, in light of PacifiCorp’s view of market conditions at the time. PacifiCorp 

believes that the net benefits to its customers of a solar procurement would be higher if it runs a 

new procurement later in 2018.   

1.2 Recommendations 

The 2017S RPF was conducted in a manner that was consistent with general procurement best 

practices, as we have stated above. At the same time, LEI does have recommendations about 

future RFP processes.  

4 PacifiCorp. “RFP 2017S Solar RFP Main Document.” Page 10. November 15, 2017. 
<http://www.pacificorp.com/content/dam/pacificorp/doc/Suppliers/RFPs/2017S_RFP/Main_Documen
ts/RFP_2017S_SOLAR_RFP_MAIN_DOCUMENT.pdf>. 

5 PacifiCorp. “PacifiCorp 2017S Request for Proposals: Final Shortlist. Confidential.” March 12, 2018. 
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It is possible that by not choosing any winning bidders as part of this RFP that in future 

procurements, fewer potential bidders might respond. PacifiCorp is considering conducting 

another solar RFP later in 2018. PacifiCorp has said it expects the market environment for solar 

to improve over 2018, so that potential bidders in a future RFP can offer lower prices; it also cited 

the opportunity for solar bids to potentially incorporate storage; and allow more bidders to be 

further along in the process of permitting, site control, and transmission interconnection. 

PacifiCorp noted that an RFP initiated in mid-2018 would allow enough lead time for projects to 

be capable of commercial operation by the end of 2021 (before the Investment Tax Credit (“ITC”) 

declines to its 10% floor). 

To ensure that bidders would come back to the table, LEI recommends that PacifiCorp explain 

clearly and to all bidders, and indeed to the broader solar development community,  its rationale 

for not selecting any bids to the FSL, and underscore that the main issue was the timing (as that 

seems to be the case) rather than a fundamental concern about solar power.   

LEI also suggests that PacifiCorp be more explicit about the stress-testing that it may or may not 
conduct as part of its bid assessment to be more transparent about how bids will be evaluated as 
part of the bid evaluation process.  
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2 Context and objectives 

PacifiCorp’s 2017S RFP was conducted in response to a suggestion by the Utah Public Service 
Commission to add solar to PacifiCorp’s 2017R Wind RFP that began in 2017.6 The schedule of 
the wind RFP was fixed to meet specific regulatory milestones and those could not be extended 
to accommodate the addition of solar to the wind RFP. Therefore, PacifiCorp offered a separate 
solar RFP, with a compressed schedule to align with the commercial online date (“COD”) 
established in the 2017R Wind RFP, so that PacifiCorp would be able to solicit wind and solar 
offers for the same COD.  

2.1 The role of the Independent Evaluator 

The IE’s role is to ensure the fair, proper, and consistent evaluation of proposals received. See 
Section 8 (Appendix B) for additional details of the IE’s role, as prescribed by PacifiCorp. The 
involvement of an IE was the option of PacifiCorp, as an IE was not required. This points to a 
disposition on the part of PacifiCorp to conduct business in a transparent and open manner, 
which is a credit to PacifiCorp 

LEI’s task was not to create the ISL or the FSL, but to evaluate the process to ensure PacifiCorp’s 
bid evaluation process was fairly applied across the bidders and resulted in an FSL which provide 
the most potential value for PacifiCorp customers. LEI undertook the following activities in 
evaluating the RFP process and outcomes: 

• Reviewed and assessed the draft RFP documents;

• Ensured the same information was provided to all bidders;

• Participated in bidder’s conference;

• Reviewed bids’ compliance with Minimum Eligibility Requirements;

• Monitored all communications between PacifiCorp and bidders after receipt of bids;

• Ensured there was no bias in the procurement process that unjustly favored bids;

• Reviewed in detail PacifiCorp’s proprietary models used in the bid evaluation process;

• Assessed the ISL and FSL process to determine if the evaluation criteria, methods, and
models were consistently and appropriately applied to all bids and were performed as
laid out by PacifiCorp in the RFP; and

• Documented the development of the 2017S RFP process with three reports: First Status
Report, ISL Report, and the Closing Report.

6 Public Service Commission of Utah. “Application of Rocky Mountain Power for Approval of Solicitation Process for 
Wind Resources.” November 9, 2017. Docket no. 17-035-23 
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3 PacifiCorp’s evaluation process 

This section summarizes PacifiCorp’s evaluation process. LEI found this process to be consistent 
with PacifiCorp’s RPF documents and industry best practices, and fair to bidders.   

PacifiCorp’s bid evaluation process began with establishing whether a bid met the minimum 
eligibility requirements. The eligibility criteria help to ensure ratepayers would not be stuck with 
projects that would encounter unnecessary delays—and to ensure a bidder had the wherewithal 
to complete a project. Bids that passed this threshold were then considered for the ISL. Bids that 
made it to the ISL were then further analyzed to project their potential impacts on the PacifiCorp 
system, to arrive at a projection of net benefits.      

3.1 Minimum eligibility requirements 

Before performing ISL evaluation, PacifiCorp eliminated 35 bids which clearly did not meet the 
minimum eligibility criteria laid out by PacifiCorp. Key minimum requirements were:  

• demonstration of ability to meet the commercial online date;

• evidence of interconnection;

• evidence of site control; and

• bidder’s credit information.

As noted in the LEI First Status report, PacifiCorp’s minimum criteria were reasonable and 
consistent with other renewable resource RFPs.7 LEI observed that the bids which were 
disqualified were disqualified based on important and non-trivial criteria: 

• COD after 2020: Failure to demonstrate a commercial online date prior to December 31,
2020 (17 bids disqualified);

• Lack of prospect of timely interconnection: Failure to provide evidence that the proposed
project had a signed interconnection request with PacifiCorp transmission to execute an
interconnection feasibility study agreement (15 bids disqualified); and

• Lack of site control: Failure to provide documentation of site control (3 bids disqualified).

Any bid which was not disqualified was then eligible for the ISL, and PacifiCorp evaluated these 
bids based on its ISL methodology. 

After the bids were evaluated to assess their conformance with the minimum requirements, 
PacifiCorp’s bid evaluation and selection process occurred in two phases: 

7 London Economics International LLC. “First Status Report - LEI - PacifiCorp Solar RFP 2017.” January 10, 2018. 
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• Phase I: PacifiCorp established and ranked an ISL based on both price and non-price
factors. Price accounted for 80% of the score and non-price factors for 20% (or a
maximum of 20 points). Bids with the highest total score (price and non-price),
representing up to 2,000 MW of aggregate capacity at any given location, were
considered for the ISL. Bids selected for the ISL were then given an opportunity to
provide best and final pricing;

• Phase II: PacifiCorp established its FSL based on an analysis of net customer benefit
of the ISL bids with updated pricing. This net benefits analysis simulated PacifiCorp’s
system costs with and without ISL bids and compared the two outcomes to quantify
the net benefits of the bids. In this phase, PacifiCorp calculated the expected net
present value revenue requirement impacts of proposed solar projects.

PacifiCorp used its proprietary model (Screening model) and two models licensed from third 
parties (the SO model, and the PaR model), all discussed below, to perform quantitative analysis 
and rank the bids to create both the ISL and the FSL (see Figure 1). The method used to evaluate 

and select bids was consistent with the methods that were used in the IRP.8  

Figure 1. PacifiCorp models used in ISL and FSL evaluation 

Source: PacifiCorp 2017S Solar Request for Proposals, Bidders’ Conference, November 21, 2017. 

8 PacifiCorp. “RFP 2017S Solar RFP Main Document.” Pages 18 and 19. November 15, 2017. 
<http://www.pacificorp.com/content/dam/pacificorp/doc/Suppliers/RFPs/2017S_RFP/Main_Documen
ts/RFP_2017S_SOLAR_RFP_MAIN_DOCUMENT.pdf>. 
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3.2 Cost and benefit evaluation models 

The primary model used for the ISL was the Screening Model, an excel-based model that 
calculates the net present value (“NPV”) of the net benefits of each bid. PacifiCorp provided LEI 
with copies of the Screening Model for each bid which was included in the ISL.   

3.2.1 Screening model 

PacifiCorp’s Screening model uses system-wide energy and capacity costs as inputs. These 
energy and capacity costs are estimated outside of the Screening model, by PacifiCorp’s System 
Optimizer Model (“SO”) and its Planning and Risk model (“PaR”)9. In terms of their use to 
support the Screening models for the ISL: 

• SO model: This model is run twice, to calculate system-wide energy and capacity costs
with, and without, a proxy generic solar resource of 100 MW. The cost of this resource is
assumed to be zero, in order that the SO model run with the capacity resource will be sure
to include it. Thus, the difference in system costs on a $/MWh basis resulting from the
two model runs reflects the benefit of having the solar resource on the system.

• PaR: This model is also run twice. The outputs of the SO models (energy and capacity
costs) are fed into the PaR; the PaR creates 50 Monte Carlo simulations based on stochastic
characteristics of natural gas prices, power prices, load, hydropower availability, and
thermal outages. This is performed for the SO output which includes the proxy solar
resource, and the SO output which does not.

The risked values (the average energy and capacity prices from the PaR model runs with and 
without the generic solar resource) are then incorporated into the Screening Model. These provide 
the Screening model with the estimated benefits of a generic solar resource, on a $/MWh basis 
for energy and capacity. These avoided costs of energy and capacity (“ACC”) are the quantified 
benefits of a generic solar resource. 

With the inputs derived from the SO and PaR models, the Screening model calculates the cost of 
a single bid and compares the cost to the ACC. It does this by calculating the real levelized 
(discounted) revenue requirement cost and the real levelized (discounted) benefit for each bid, 
where revenue requirement costs are reported as a negative value and customer benefits are 
reported as a positive value.10 The Screening model is applied to each bid, separately.  

The Screening model allows for different ACC values for each of five different market zones 
(Idaho, Oregon, Utah, Washington and Wyoming) (see Figure 2). This allows the avoided energy 

9 These models are the same models used by PacifiCorp to develop resource portfolios in the 2017 IRP. Source: 
PacifiCorp. “2017 Integrated Resource Plan.” Volume 1. April 14, 2017. These two models are discussed in 
more detail in Section 5 in the context of the FSL. 

10 PacifiCorp includes terminal value in the nominal levelized delivered benefit, however, it does not impact the model 
as the terminal value is zero (terminal value equals the residual value of assets minus decommissioning cost). 
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and supply costs to vary across the market zones. An offer for a project located in a market zone 
with a higher avoided cost such as Washington would provide a greater benefit (higher avoided 
cost) than a project in a market zone such as Utah with low avoided costs, all else equal. LEI found 
this to be a reasonable approach. 

Figure 2. PacifiCorp average ACC (NPV) by state 

Source: Screening model version dated December 12, 2017 

PacifiCorp used the results of the Screening model (the benefits and costs) to create a net cost 
calculation (in $/MWh) to score each bid individually. PacifiCorp created two different scoring 
methods:  

• Scoring Method I: Net Cost/(Benefit) [“NC/(B)”] = Net Cost –Benefit

 Scores were scaled so that the lowest NC/(B) was awarded 80 points, and the 
highest NC/(B) was awarded 0 points. 

 Bidder Scorex = [NC/(B)Highest – NC/(B)Bidderx) - (NC/(B)Highest–NC/(B)Lowest] x 80 
Points 

• Scoring Method II: Net Cost/Benefit [“NC/B”] = Net Cost / Benefit

 Scores were scaled so that the lowest NC/B was awarded 80 points, and the 
highest NC/B was awarded 0 points. 

 Bidder Scorex = [NC/BHighest–NC/BBidderx) / (NC/BHighest–NC/BLowest] x 80 Points 

If the two methods resulted in different initial shortlists, PacifiCorp included bids supported by 
either method in its ISL.  

LEI believes that this is a reasonable approach. Scoring Method I favors bids in which the absolute 
size of the benefit less the cost is largest (the “impact” of the bid); Scoring Method II favors bids 
which have the most attractive ratio of benefits to costs (the “efficiency”) of the bid. By including 
bids that are acceptable under either methodology, PacifiCorp is including both impactful and 
efficient bids.     
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3.3 Non-price evaluation 

The total non-price score accounts for up to 20% of the total bid score in ISL. It incorporates the 
relative development, construction and operational characteristics, and associated risks of each 
bid (see Figure 3). 

Figure 3. PacifiCorp’s non-price weighting factors 

Source: PacifiCorp 2017S RFP Bidders’ Conference November 21, 2017 

LEI believes that the 20% weighting is reasonable, as mentioned in the IE ISL Report.11 Non-price 
scores were not taken into consideration in the FSL. 

11 London Economics International LLC. “Independent evaluator’s report on initial shortlist selection process: 
PacifiCorp’s 2017S RFP.” January 26, 2018. 
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4 PacifiCorp’s ISL results 

PacifiCorp 2017S RFP had a robust level of response, with over 100 bids offered. After 
disqualifying bidders which did not meet the minimum criteria, PacifiCorp followed the price 
and non-price ranking methodology described above and selected an ISL of 25 bids, covering 11 
projects, with an aggregate solar capacity of 1,530 MW.  

4.1 ISL selection 

The two different price scoring methods described in Section 3 selected the same bid resources 
(albeit with a slightly different ranking between the bids). This means that the ISL was supported 
by both price scoring methodologies. Details on the bids and PacifiCorp’s rankings are provided 
in Section 7 (Appendix A). 

The ISL included projects with positive net benefits (negative costs) ranging between about 
$12/MWh and $4/MWh (see Figure 4). The ISL allowed up to approximately 2,000 MW of 
aggregate solar capacity, but at about $4/MWh of net benefit PacifiCorp saw a breakpoint and 
decided to close the ISL.    

Figure 4. Net benefits of PacifiCorp ISL bids 

Source: PacifiCorp 2017S RFP Initial Shortlist. January 8, 2018. 
* Cove Mountain Expansion includes the Cove Mountain project (58 MW)
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4.2 LEI’s assessment of the ISL 

As noted in Section 2, LEI’s task was to evaluate the RFP process, not the ISL or the individual 
bids themselves. However, so that LEI could be confident that our analysis was independent as 
well as comprehensive, LEI’s methodology did not begin with PacifiCorp’s ISL, and then work 
backward through PacifiCorp’s process. Instead, LEI began by using limited but common-sense 
criteria for evaluation of the bids, to arrive at LEI’s own “indicative” initial shortlist. The limited 
criterion LEI used was solely the levelized cost of the bid price for the PPA term. LEI refers to its 
initial shortlist as “indicative” because LEI did not analyze the bids based on a cost-benefit 
analysis or based on their geographic value.   

PacifiCorp provided LEI with all the bid responses, including all documents and attachments. 
From this material, LEI created its indicative ISL. LEI then compared its indicative ISL to 
PacifiCorp’s ISL. 

LEI’s indicative ISL was consistent with PacifiCorp’s ISL, with the exception of bids in zones with 
high energy prices:  in Washington, and

 in Oregon (see Figure 5). 

Figure 5. Comparison between LEI indicative ISL and PacifiCorp ISL 

LEI’s indicative ISL provided an unbiased guide to what the PacifiCorp ISL might look like. LEI 
would not expect 100% overlap, but bids that did not make LEI’s ISL point to the importance of 
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PacifiCorp’s criteria other than price, in creating the PacifiCorp ISL. PacifiCorp’s Screening model 
calculated the net benefit for each bid based on the resource location. Washington has the highest 
ACC value, followed by Oregon, allowing bids located in those states to have a higher net 
customer benefits, even with higher bid prices (see Figure 6). Capitas High Top Solar was the 
only bid resource offered in Washington, and Invenergy Prineville and Millican Solar Energy 
Center was the cheapest bid offered in Oregon. Resources were offered in Wyoming, but prices 
were not competitive. No resources were offered in Idaho.  

LEI found the PacifiCorp ISL process to be fair, unbiased and reasonable, and the outcome 
represented the best value to customers given the Phase (I) of the evaluation process.  

Figure 6. ACC Value of Energy and Capacity (NPV 2018-2042) vs ISL PPA prices  

Sources: 
ACC = Excel spreadsheet “2017S RFP Solar Energy and Capacity Benefits.xlsx” version dated December 12, 2017 
PPA prices = Bid submission (first-year PPA price) 
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5 PacifiCorp’s FSL results 

LEI believes the FSL results represent an unbiased evaluation that reflects the process described 
to the bidders in the bid documents. PacifiCorp made reasonable assumptions for key value 
drivers such as future natural gas and carbon prices. PacifiCorp used appropriately sophisticated 
modeling tools.   

5.1 Best and final bids 

As mentioned earlier, PacifiCorp gave bids selected to the ISL the opportunity to provide best 
and final pricing for the FSL evaluation process. PacifiCorp received best and final pricing on 
February 1, 2018. Best and final pricing had to meet two requirements:  

• provide same site using the same or similar project equipment as original proposal, and

• not exceed 10% of the original total bid cost (assess on a nominal levelized present value
revenue requirement basis).

If best and final pricing increased the total bid cost by more than 10%, PacifiCorp could either 
reject the best and final proposal or replace the short-listed bid with another bid not originally 
selected to the ISL.  

The majority of the bidders selected to the ISL maintained their original bid price, with the 
exception of , who decreased their initial bid price between 1% and 3%, 
and , who increased their initial bid price by 5% (see Figure 7).  
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Figure 7. ISL and best and final pricing comparison 

 

Source: PacifiCorp 2017S Request for Proposals Final Shortlist. March 12, 2018 

5.2 PacifiCorp’s FSL evaluation process 

The following section outlines PacifiCorp’s FSL evaluation process. LEI reviewed PacifiCorp’s 
evaluation process in detail: PacifiCorp presented the methodology of the SO and PaR models 
and LEI asked detailed questions related to them;12 and LEI reviewed PacifiCorp’s key input 
assumptions. LEI did not acquire copies of the SO and PaR models. LEI believes the process was 
conducted fairly and was consistent with the process outlined in the RFP documents, 
assumptions used in the models were reasonable, and the quantitative analysis was consistent 
with industry best practices. 

PacifiCorp used the same models for the FSL price evaluation as it used in the ISL process. The 
best and final pricing was put into the Screening model to produce the cost and performance data 
which the SO and PaR models require. These production cost models were then used to perform 
a net customer benefit analysis by simulating PacifiCorp’s system costs with and without the ISL 
bids under nine baseline scenarios. Both SO model and PaR simulations were run over a 20-year 
planning horizon (2017-2036), which aligns with the planning horizon used in the 2017 IRP. 

12 Conference call, PacifiCorp and LEI, March 2, 2018. 
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In the ISL process, each bid was tested individually and in a single scenario; whereas, in the FSL 
process, the bids as a group were tested across nine scenarios (based on combinations of natural 
gas prices and CO2 prices). PacifiCorp then selected the solar resource portfolio composed of the 
bid resources that were most consistently selected among the nine scenarios, for stochastic 
analysis using the PaR model. This process was explained to bidders, in the document provided 
for the bidders’ conference. 

In addition, PacifiCorp ran two sensitivities (discussed in more detail below). This process was 
not explicitly documented for the bidders, but was not inconsistent with the RFP guidelines and, 
in LEI’s view, was applied fairly.   

5.2.1 Defining baseline scenario assumptions 

Based on three different outlooks for natural gas prices, and three different outlooks for CO2 
prices, PacifiCorp developed nine scenarios (referred to by PacifiCorp as “price-policy” scenario 
assumptions). These are conceptually consistent with those used in the 2017 IRP, but updated to 
reflect PacifiCorp’s assessment of the most current information.13 These baseline scenarios were 
defined by assumptions of low, medium, and high alternatives for natural gas and CO2 pricing 
(see Figure 8). The natural gas outlooks were based on the forward market for 72 months (in the 
medium case), and after that, on forecasts developed by third-parties.  PacifiCorp noted that the 
increase in the gas price outlook from 2023 to 2025 was based on assumptions about rising 
liquefied natural gas (“LNG”) exports. The CO2 price outlooks were based on forecasts developed 
by third parties.  

Given the characteristic uncertainty over the future of natural gas prices and CO2 policy, LEI 
believes that conducting a scenario-based analysis was reasonable and prudent. Scenario analysis 
helps ensure that decisions are robust across a range of future outcomes; and use of scenarios 
reflects industry best practices for long-term strategic planning and investment.  

13 PacifiCorp. “RFP 2017S Solar RFP Main Document.” Page 23, footnote 9. November 15, 2017.  
<http://www.pacificorp.com/content/dam/pacificorp/doc/Suppliers/RFPs/2017S_RFP/Main_Documen
ts/RFP_2017S_SOLAR_RFP_MAIN_DOCUMENT.pdf> 
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Figure 8. PacifiCorp’s price-policy scenarios 

 

Source: PacifiCorp 2017S Request for Proposals Final Shortlist. March 12, 2018 

5.2.2 SO model created portfolios of cost-effective solar bids for the nine baseline scenarios 

PacifiCorp ran the SO model with the complete ISL (and all other assumed available resources) 
for each of the nine scenarios. The model selected new solar capacity at any level that reduced 
system costs, and it could select all, some, or none of the bids.  

The group of bids selected was referred to by PacifiCorp as the “resource portfolio.” Each of the 
nine scenarios produced its own resource portfolio of cost-effective bids, though many bids 
appeared in nearly all the portfolios (see Figure 9).  Five bids were selected in all nine scenarios, 
one bid was selected in eight scenarios, and two bids were selected in four scenarios. 

Then PacifiCorp ran the SO model nine more times, once for each scenario, and in each case, 
without the portfolio of selected bids. This provided a baseline (or, rather, nine different 
baselines) against which to test the impact on the present value revenue requirement (“PVRR”) 
(including all relevant transmission interconnection costs) of the solar resource portfolio, in each 
scenario. The results of comparing each baseline scenario with and without the resource portfolio 
is shown in the row labelled “SO Model PVRR (difference) (Benefit)/cost ($m)” in Figure 9.   

5.2.3 PaR model examines risk profile of portfolios   

In the next step, PacifiCorp used the PaR model to analyze the risk of each resource portfolio 
developed with the SO model. PaR captures stochastic risk in its production cost estimates, 
without altering the resource portfolio, by using Monte Carlo sampling of the following stochastic 
variables: load, wholesale electricity and natural gas prices, hydro generation, and thermal unit 
outages. The PaR model calculated the stochastic mean and the risk-adjusted present value 
revenue requirement differential with and without the bid portfolio for each scenario. PacifiCorp 
was interested in two metrics: 

• Stochastic mean metric: the average of system net variable operating costs for 50 
iterations, combined with the real levelized capital costs and fixed costs taken from the 
SO model; 
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• Risk-adjusted metric: adds 5% of system variable costs from the 95th percentile to the 
stochastic mean. The risk-adjusted metric incorporates the expected value of low-
probability, high-cost outcomes. 

Figure 9. Nine bid portfolios selected by SO baseline model  

 

Source: PacifiCorp 2017S Request for Proposals Final Shortlist. March 12, 2018 

The results of comparing the risked baseline to the resource set with the bids are shown in row 
“PaR Model Stochastic-Mean PVRR (difference) (Benefit)/cost ($m)” and in row “PaR Model 
Risk-Adjusted PVRR (difference) (Benefit)/cost ($m)” in Figure 9.   

LEI believes adding a risk-adjusted component to the analysis, as PacifiCorp did using the PaR 
model, was reasonable and prudent, as it provided additional insight into the potential value of 
a solar resource portfolio. 

5.3 PacifiCorp chose two portfolios for further testing 

PacifiCorp chose the bid resources consistently selected among the nine scenarios and created 
two 2017S RFP solar resource portfolios (see Figure 10). Bid portfolio 1 contained all the bids SO 
selected in any scenario; Bid Portfolio 2 contained only the bids that SO selected in all the 
scenarios. 

1 2 3 4 5 6 7 8 9

Low Gas Low Gas Low Gas Med Gas Med Gas Med Gas High Gas High Gas High Gas

Zero CO2 Med CO2 High CO2 Zero CO2 Med CO2 High CO2 Zero CO2 Med CO2 High CO2

n/s n/s n/s n/s n/s ✓ ✓ ✓ ✓

✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓

✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓

✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓

n/s ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓

✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓

✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓

n/s n/s n/s n/s n/s ✓ ✓ ✓ ✓

✓ ✓ n/s n/s n/s n/s n/s n/s n/s

n/s n/s ✓ ✓ ✓ ✓ ✓ ✓ ✓

1,042 MW 1,122 MW 1,320 MW 1,320 MW 1,320 MW 1,535 MW 1,535 MW 1,535 MW 1,535 MW

($127) ($155) ($250) ($227) ($247) ($385) ($520) ($529) ($559)

($79) ($106) ($188) ($135) ($174) ($303) ($338) ($348) ($501)

($83) ($112) ($197) ($141) ($183) ($318) ($354) ($365) ($525)

Bid

Total Capacity

SO Model PVRR(difference)

(Benefit)/Cost ($m)

PaR Stochastic-Mean PVRR(difference)

(Benefit)/Cost ($m)

PaR Risk-Adjustedn PVRR(difference)

(Benefit)/Cost ($m)
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Figure 10. Selected portfolios 

 

Source: PacifiCorp 2017S Request for Proposals Final Shortlist. March 12, 2018 

These top-performing bid portfolios were further analyzed in the scenario risk analysis phase of 
the FSL bid evaluation process. 

5.4 Baseline scenario risk analysis of the top two portfolios 

This step of the evaluation process identified whether the two top-performing portfolios would 
experience poor performance under any of the scenarios. The two bid portfolios were analyzed 
under all nine scenarios, using the SO and PaR models.14  

First, in the SO model, PacifiCorp calculated the present value revenue-requirement differential 
between two model runs – one with and one without the solar PPAs – for each scenario. The SO 
model results showed greater benefits from Bid Portfolio 2 compared to Bid Portfolio 1 in five out 
of the nine scenarios: all the low gas scenarios, the medium gas/zero CO2 price scenario, and the 
medium gas/medium CO2 price scenario (see Figure 11). 

14 All simulations included PacifiCorp’s new wind and transmission investments. 

Bid Portfolio 1 Bid Portfolio 2

Total Capacity = 1,535 MW Total Capacity = 1,320 MW
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Figure 11. Baseline scenario risk analysis results: SO model (million dollars)  

 

Source: PacifiCorp 2017S Request for Proposals Final Shortlist. March 12, 2018 

To determine how system operations might impact the value of the portfolios, PacifiCorp 
analyzed the stochastic-mean and risk-adjusted PaR results for each scenario (see Figure 12 and 
Figure 13). 

Figure 12. Baseline scenario risk analysis results: Stochastic-mean PaR (million dollars)  

 

Source: PacifiCorp 2017S Request for Proposals Final Shortlist. March 12, 2018 

 

 

Price-Policy Scenario
Bid Portfolio 1

(Benefit)/Cost

Bid Portfolio 2

(Benefit)/Cost
Difference

Low Gas, Zero CO2 ($80) ($115) ($36)

Low Gas, Medium CO2 ($118) ($148) ($30)

Low Gas, High CO2 ($232) ($250) ($18)

Medium Gas, Zero CO2 ($216) ($227) ($11)

Medium Gas, Medium CO2 ($240) ($247) ($8)

Medium Gas, High CO2 ($385) ($370) $15

High Gas, Zero CO2 ($520) ($483) $37

High Gas, MediumCO2 ($529) ($493) $35

High Gas, High CO2 ($559) ($517) $43

Price-Policy Scenario
Bid Portfolio 1

(Benefit)/Cost

Bid Portfolio 2

(Benefit)/Cost
Difference

Low Gas, Zero CO2 ($1) ($45) ($44)

Low Gas, Medium CO2 ($43) ($84) ($41)

Low Gas, High CO2 ($159) ($188) ($29)

Medium Gas, Zero CO2 ($110) ($135) ($25)

Medium Gas, Medium CO2 ($142) ($174) ($31)

Medium Gas, High CO2 ($303) ($294) $9

High Gas, Zero CO2 ($338) ($320) $19

High Gas, MediumCO2 ($348) ($329) $19

High Gas, High CO2 ($501) ($473) $28

Exhibit PAC/2302 
Link/22

Privileged and Confidential- Not for Bidder Access

http://www.londoneconomics.com/
mailto:marie@londoneconomics.com


Figure 13. Scenario risk analysis results: risk-adjusted PaR (million dollars) 

 

Source: PacifiCorp 2017S Request for Proposals Final Shortlist. March 12, 2018 

Bid Portfolio 2 (the smaller portfolio) relative to Bid Portfolio 1 had greater benefits both in the 
stochastic-mean PaR and the risk-adjusted PaR results. Based on the SO model and PaR results, 
PacifiCorp identified Bid Portfolio 2 as preferable to Bid Portfolio 1. 

5.5 Additional sensitivity analyses 

PacifiCorp informed LEI of its intention to run additional sensitivity analyses in a March 2, 2018 
conference call with LEI. In addition, PacifiCorp had informed bidders that it may take into 
consideration other factors that are not expressed in the RFP document when deciding the final 
shortlist.15 PacifiCorp ultimately ran two additional sensitivity analyses: 1) hourly price profiles, 
and 2) capacity contribution sensitivities. PacifiCorp performed these sensitivity analyses on Bid 
Portfolio 2 for two of the baseline scenarios: medium gas/medium CO2 and low gas/zero CO2.  

5.5.1 Hourly price profile sensitivity 

For the baseline analysis described above, PacifiCorp used average hourly price profiles derived 
from historical Powerdex data (five years of on peak and off-peak data). The hourly market price 
profiles vary by month and day type (weekdays, Saturdays, and Sundays/holidays). However, 
PacifiCorp was concerned that this hourly profile would not reflect system conditions in the 
future, when the Western Electricity Coordinating Council (“WECC”) region is projected to have 
more solar in its system. 

15 PacifiCorp. “RFP 2017S Solar RFP Main Document.” Page 24. November 15, 2017.  
<http://www.pacificorp.com/content/dam/pacificorp/doc/Suppliers/RFPs/2017S_RFP/Main_Documen
ts/RFP_2017S_SOLAR_RFP_MAIN_DOCUMENT.pdf>.  

Price-Policy Scenario
Bid Portfolio 1

(Benefit)/Cost

Bid Portfolio 2

(Benefit)/Cost
Difference

Low Gas, Zero CO2 ($2) ($48) ($46)

Low Gas, Medium CO2 ($46) ($89) ($43)

Low Gas, High CO2 ($168) ($197) ($29)

Medium Gas, Zero CO2 ($115) ($141) ($26)

Medium Gas, Medium CO2 ($150) ($183) ($33)

Medium Gas, High CO2 ($318) ($309) $9

High Gas, Zero CO2 ($354) ($335) $20

High Gas, MediumCO2 ($365) ($345) $20

High Gas, High CO2 ($525) ($511) $13
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Therefore, PacifiCorp developed a sensitivity analysis based on an alternative set of prices 
derived from one year of day-ahead hourly prices available from the California Independent 
System Operator (“CAISO”) (see Figure 14). 

Figure 14. Hourly price profile sensitivity 

 

Source: PacifiCorp 2017S Request for Proposals Final Shortlist. March 12, 2018 

In both charts, the hourly price profile is based on the average hourly prices from representative 
months (January, April, July, and October) and shown alongside the average hourly capacity 
profile of bids included in Bid Portfolio 2. This shows that prices would be lower during those 
hours when the resources in Bid Portfolio 2 are expected to generate electricity. 

PacifiCorp used the CAISO hourly prices to run a sensitivity with the PaR model. Results showed 
that the value of Bid Portfolio 2 was reduced by $66 million to $69 million in the medium 
gas/medium CO2 scenario and by $55 million to $58 million in the low gas/zero CO2 scenario. In 
the low gas/zero CO2 scenario, Bid Portfolio 2 shifted from showing net benefits to showing a net 
cost when the CAISO hourly price profile was assumed (see Figure 15). Net benefits remained 
positive in the medium gas price/medium CO2 price scenario.   

Figure 15. Hourly price-profile sensitivity results (million dollars) 

 

Source: PacifiCorp 2017S Request for Proposals Final Shortlist. March 12, 2018 

Stochastic-Mean PaR

(Benefit)/Cost

Risk-Adjusted PaR

(Benefit)/Cost

Stochastic-Mean PaR

(Benefit)/Cost

Risk-Adjusted PaR

(Benefit)/Cost

Benchmark Case 

(Current Price Profile)
($174) ($183) ($45) ($48)

Hourly Price-Profile 

Sensitivity
($108) ($114) $10 $10

Decreased Net Benefit $66 $69 $55 $58

Medium Gas, Medium CO2 Low Gas, Zero CO2
Price-Policy Scenario / 

PaR 
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PacifiCorp pointed to trends which may impact price profiles even further, and compiled the 
following findings:16 

• S&P Global Market Intelligence reported solar capacity in the WECC region is expected 
to grow by 77% in six years, from 16.8 GW in 2017 to 29.8 GW by 2023. 

• The Energy Information Administration’s Annual Energy Outlook 2018 (“AEO 2018”) 
Reference Case also shows continued growth trends of solar capacity in the WECC, 
reaching 46.8 GW by 2050.  

Thus, PacifiCorp believes that the rapid increase in solar capacity across the WECC region over 
the past five years has significantly impacted hourly market prices and continued solar capacity 
growth could further affect the market value of solar energy even beyond the results of the price 
profile sensitivity. 

It is LEI’s view that PacifiCorp’s alternative price profile was a reasonable way to examine 
potential downside risks to customers of committing to solar resources. PacifiCorp also informed 
LEI that it will be evaluating the hourly price profile it will use in the next IRP.17         

5.5.2 Capacity contribution sensitivity 

PacifiCorp’s SO and PaR modeling relied on the capacity contribution value developed for the 
2017 IRP, which was 59.7% for solar resources. In other words, FSL evaluation assumed that the 
solar resources in Bid Portfolio 2 can displace the need for approximately 788 MW of system 
capacity (59.7 percent x 1,320 MW). 

PacifiCorp believes that as more highly correlated solar generation is added to the system, the 
energy output from these resources will shift the timing of potential loss-of-load events to 
evening hours when solar irradiance is low and generation levels are greatly reduced or zero.18 
Consequently, solar capacity contribution values would decline with increasing solar penetration 
levels (see Figure 16). PacifiCorp informed LEI that the addition of 1,320 MW of solar capacity 
would increase the percentage of solar on PacifiCorp’s system from 5% to 10%.  

16 PacifiCorp 2017S Request for Proposals Final Shortlist. Page 14. March 12, 2018. 

17 Conference call LEI and PacifiCorp, March 19, 2018 

18 PacifiCorp 2017S Request for Proposals Final Shortlist. Page 15. March 12, 2018. 
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Figure 16. Capacity contribution of solar resources represented as a percentage of resource  

 

Source: PacifiCorp 2017S Request for Proposals Final Shortlist. March 12, 2018 

Therefore, PacifiCorp ran a sensitivity based on halving the capacity contribution value from 
59.7% to 29.9%. This would reduce the amount of system capacity that the Bid Portfolio 2 can 
displace from 788 MW to 394 MW. This reduced the resource-deferral value of the resources in 
Bid Portfolio 2, therefore reducing the net benefits of the solar PPA bids (see Figure 17). 

Figure 17. Capacity contribution sensitivity results (million dollars)  

 

Source: PacifiCorp 2017S Request for Proposals Final Shortlist. March 12, 2018 

The combined effect of the hourly price-profile and capacity-contribution assumptions was to 
reduce the net benefits by approximately $105 million to $110 million in the medium gas/medium 
CO2 scenario and by approximately $101 million to $106 million in the low gas/zero CO2 scenario. 

In LEI’s view, the halving of the solar capacity value provides a hypothetical downside 
sensitivity, but one that may not be easy to defend empirically. As Figure 16 above shows, the 
relationship between solar capacity and penetration varies widely; and the data referred to in that 
figure may be out of date, as the reports cited date from 2008-2012.    

Stochastic-Mean PaR

(Benefit)/Cost

Risk-Adjusted PaR

(Benefit)/Cost

Stochastic-Mean PaR

(Benefit)/Cost

Risk-Adjusted PaR

(Benefit)/Cost

Benchmark Case 

(Current Price Profile)
($174) ($183) ($45) ($48)

Capacity-

Contribution/Hourly 

Price Profile Sensitivity

($69) ($73) $56 $58

Decreased Net Benefit $105 $110 $101 $106

Price-Policy Scenario / 

PaR 

Medium Gas, Medium CO2 Low Gas, Zero CO2
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5.6 PacifiCorp’s FSL final recommendation: No winners 

The bid selection process identified two potential bid portfolios as candidates for the 2017S RFP 
final shortlist, and the baseline scenario risk analysis phase showed that Bid Portfolio 2 was 
preferable. However, while analysis (excluding the sensitivity cases) shows that there would be 
potential customer net benefits, PacifiCorp decided not to award any bids: 

• PacifiCorp noted that its sensitivity analyses showed that there is a risk that projected 
benefits are overstated.19 This refers to the hourly price profile sensitivity analysis and 
the capacity contribution sensitivity analysis.  

• PacifiCorp felt that bidders’ offer prices incorporated a risk premium. PacifiCorp 
believes the 2017S RFP bid prices incorporated potential tax reform and tariff-related 
uncertainties, which were part of the market environment in late 2017 and early 2018. 
PacifiCorp believes, if a new RFP were to be issued in 2018, it would attract bids for solar 
projects that could still come online by 2021 (and qualify for the 30 percent ITC), at lower 
prices. The lower-priced bids would reflect reductions in the cost of solar equipment and 
avoid the risk premium that was driven by tariff and tax reform uncertainties.   

• PacifiCorp felt that more projects could be viable in the near future. PacifiCorp also 
pointed to the possibility that a future RFP would allow time participants to be further 
along with permitting, site control, or the transmission interconnection process.20  

• PacifiCorp noted a future solicitation could include storage. With more lead time, a new 
solicitation could include storage with solar, which could help mitigate valuation risks. 21    

For wind procurement, PacifiCorp had to move quickly to attract projects which could be under 
way in time to get the full Production Tax Credit (“PTC”).  The ITC has more time, as it ramps 
down from 30% to 26% in 2020, 22% in 2021, and finally to 10% in 2022.22  In the coming months, 
PacifiCorp surmises that bid prices for PPAs could fall, owing to improvements in technology, or 
to greater perceived certainty over tax and tariff rules. The solar panel tariff, issued on January 
22, 2018, increased tariffs on imported solar cells and modules by 30% for the first year, and will 
fall by 5% annually, dropping to a 15% tariff in 2021.23 Thus, by 2021 PacifiCorp may be correct 
to assume cell and module prices will be lower.  

19 PacifiCorp 2017S Request for Proposals Final Shortlist. Page 2. March 12, 2018. 

20 PacifiCorp 2017S Request for Proposals Final Shortlist. Page 2. March 12, 2018. 

21 PacifiCorp 2017S Request for Proposals Final Shortlist. Page 2. March 12, 2018. 

22 U.S. Department of Energy. Business Energy Investment Tax Credit (ITC).  
<https://www.energy.gov/savings/business-energy-investment-tax-credit-itc> 

23 Office of the United States Trade Representative. “Section 201 Cases: Imported Large Residential Washing Machines 
and Imported Solar Cells and Modules.” January 22, 2018.  
<https://ustr.gov/sites/default/files/files/Press/fs/201%20Cases%20Fact%20Sheet.pdf> 
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6 Conclusion: 2017S RFP was conducted fairly and in accordance with 
industry best practices 

PacifiCorp’s 2017S RFP was conducted at the recommendation from the Utah Public Service 
Commission—it was not a requirement.24 LEI’s involvement as the IE was, again, at the option of 
PacifiCorp, as an IE was not required. These two conditions point to a disposition on the part of 
PacifiCorp to conduct business in a transparent and open manner.   

To summarize LEI’s finding in this report, LEI believes the 2017S RFP procurement process was 
fair and unbiased: 

• The 2017S RFP documents were clear and available to all bidders; 

• The minimum eligibility requirements were reasonable and applied consistently among 
bids, eliminating bids unable to demonstrate ability to meet the commercial online date  

• The screening factors in the ISL were applied consistently among bids; 

• The evaluation was performed consistently among bids and with Commission-approved 
bidding guidelines; 

• All bids selected in to the ISL were given the opportunity to provide best and final pricing 
for the FSL evaluation process; 

• The FSL evaluation process was conducted according to the processes outlined in the RFP; 

• All ISL Screening models were provided to the LEI to check inputs, outputs, and results; 

• The SO and PaR models were explained to LEI thoroughly and in-depth; 

• There were no confidentiality claims or concerns between IE and PacifiCorp during the 
solicitation process.   

LEI finds that the PacifiCorp’s FSL evaluation process was conducted in alignment with the 
guidelines established in the 2017S RFP main document. PacifiCorp was explicit in reserving the 
right to reject all bids in its sole discretion.25 In addition, PacifiCorp relied on best practices such 

24 The Utah PSC order recommending the solar RFP aligned with the Wind RPF COD was issued on September 22, 
2017. Docket 17-035-23. <https://pscdocs.utah.gov/electric/17docs/1703523/2969071703523oarfpwsm9-22-
2017.pdf> 

 

25 PacifiCorp. “RFP 2017S Solar RFP Main Document.” Page 10. November 15, 2017.  
<http://www.pacificorp.com/content/dam/pacificorp/doc/Suppliers/RFPs/2017S_RFP/Main_Documen
ts/RFP_2017S_SOLAR_RFP_MAIN_DOCUMENT.pdf>. 
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as examination of multiple scenarios for future net benefits, and stochastic tools for projecting the 
risks to these benefits. 

6.1 Recommendations 

LEI did not find PacifiCorp’s decision not to accept any solar bids to be unreasonable or unfair. 
The circumstances around the RFP were unusual, in that the company did not have the 
opportunity to apply a full IRP process to the decision to offer a solar procurement.      

However, the risk of not choosing any winning bidders is that future procurements may attract 

fewer bidders. PacifiCorp is in the process of developing its 2019 IRP, which may demonstrate 

that new solar resources provide economic benefits for customers. The new 2019 IRP will 

incorporate a thorough evaluation of hourly price profiles and capacity contribution risks.26  

PacifiCorp has said it expects the market environment for solar to improve over 2018, so that 

potential bidders in a future RFP can offer lower prices; it also cited the opportunity for solar bids 

to potentially incorporate storage; and allow more bidders to be further along in the process of 

permitting, site control, and transmission interconnection.  

To ensure that bidders will come back to the table, LEI recommends that PacifiCorp explain 

clearly and to all bidders, and indeed to the broader solar development community, its rationale 

for not selecting any bids to the FSL, and underscore that the main issue was the timing rather 

than a fundamental concern about solar power. In addition, LEI recommends that PacifiCorp add 

to any future RFP documents that it reserves the right to stress test any final potential portfolios 

so that bidders are more aware of that potential evaluation process.  

 

  

26 PacifiCorp 2017S Request for Proposals Final Shortlist. Page 26. March 12, 2018.  
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7 Appendix A: PacifiCorp Initial Shortlist Detailed Results   

The initial shortlist consisted of 25 bids, based on over 11 projects with an aggregate solar capacity 
1,530 MW (see Figure 18). The different prices for each project represent separate bids. 

Figure 18. PacifiCorp ISL 

 
1 NLDC = Nominal Levelized Delivered Cost.  
2 NLDB = Nominal Levelized Delivered Benefit. The NLDB includes a terminal value of zero.  
3 Price Score using method 1.  

Bid Resource COD Location Capacity
NLDC1 

($/MWh)

NLDB2 

($/MWh)
Rank

Price 

Score3 

(%)

Non-

price 

Score (%)

31-Dec-20 UT 100 6 67 18

31-Dec-20 UT 80 4 65 19

17UT 19830-Nov-20 11 54

17

UT 9930-Nov-20 7 63 18

OR 11531-Dec-20 8 61

15

UT 5831-Dec-20 10 64 11

UT 12231-Dec-20 5 68

13

UT 5831-Dec-20 9 58 18

UT 100-3001-Dec-20 2 77

14

UT 100-3001-Dec-20 3 71 13

WA 10015-Dec-20 1 80
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8 Appendix B: Role of the Solar Independent Evaluator 

The following material is from PacifiCorp’s Appendix M of the 2017S RFP.   

1) The general role and function of the Independent Evaluator (“IE”) are outlined as follows. 

The Independent Evaluator will facilitate and monitor communications between PacifiCorp 
and bidders. 

a. Review and validate the assumptions and evaluation calculations of any bids. 

b. Analyze and evaluate bids for reasonableness and consistency with the solicitation process. 

c. Access all important models in order to analyze, operate and validate all important models, 
modeling techniques, assumptions and inputs utilized by PacifiCorp in the solicitation 
process 

d. Receive copies of bid responses.  

e. Provide input to PacifiCorp on:  

i. the development of screening and evaluation criteria, ranking factors and 
evaluation methodologies that are reasonably designed to ensure that the 
solicitation process is fair, reasonable and in the public interest in preparing a 
solicitation and in evaluating the bids; 

ii. the development of initial screening and evaluation criteria that take into 
consideration the assumptions included in the PacifiCorp’s most recent IRP, any 
recently filed IRP Update, any Commission order on the IRP or IRP Update;   

iii. whether a bidder has met the criteria specified in any bidding process and whether 
to reject or accept non-conforming bid responses;  

iv. whether and when data and information should be distributed to bidders when it 
is necessary to facilitate a fair and reasonable competitive bidding process or has 
been reasonably requested by bidders;  

v. whether to reject non-conforming bids for any reason or accept conforming 
changes; 

vi. whether to return bid fees. 

f. Ensure that all bids are treated in a fair and non-discriminatory manner.   

g. Monitor, observe, validate and offer feedback to PacifiCorp on all aspects of the solicitation 
and solicitation process, including:  
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i. evaluation and ranking of bid responses; 

ii. creation of a short list(s) of bidders for more detailed analysis and negotiation; 

iii. post-bid discussions and negotiations with, and evaluations of, shortlisted 
bidders, and negotiation of proposed contracts with successful bidders. 

h. Once the competing bids have been evaluated by PacifiCorp and the IE, PacifiCorp and the 
IE will compare results.  

i. Offer feedback to PacifiCorp on possible adjustments to the scope or nature of the 
solicitation or requested resources in light of bid responses received. 

j. Solicit additional information on bids necessary for screening and evaluation purposes.  

k. Analyze and attempt to mediate disputes that arise in the solicitation process with 
PacifiCorp and/or bidders  

l. Coordinate as appropriate and as directed by PacifiCorp with staff or evaluators 
designated by regulatory authorities from other states served by PacifiCorp.  

2) The communications between the IE, PacifiCorp, and the bidders shall be conducted in the 
following manner:  

a.  the IE will be included in the communications between the parties. 

3) The IE shall prepare at least the following confidential reports and provide them to 
PacifiCorp:  

a.  Final reports as soon as possible following the completion of the solicitation process.  
Final reports shall include analyses of the solicitation, the solicitation process, the 
PacifiCorp’s evaluation and selection of bids and resources, the final results and 
whether the selected resources are in the public interest.  
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