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BEFORE THE PUBLIC UTILITY COMMISSION
OF OREGON
19 S

In the Matter of

APPLICATION FOR APPROVAL
PACIFICORP d/b/a PACIFIC POWER OF WATER USE AND

o CONVEYANCE AGREEMENT

Application for Approval of the Water Use and AND REQUEST FOR WAIVER OF
Conveyance Agreement and Request for Waiver COMPETITIVE BIDDING RULES
of Competitive Bidding Rules

Pursuant to Oregon Revised Statute (ORS) § 757.480 and Oregon Administrative
Rule (OAR) 860-027-0025, PacifiCorp d/b/a Pacific Power (PacifiCorp or the Company)
seeks approval from the Public Utility Commission of Oregon (Commission) of the Water
Use and Conveyance (Water Use Agreement) between PacifiCorp and US SFR LLC (US
SFR), a subsidiary of TerraPower, and requests determination that the disposition of the
property is in the public interest. The Water Use Agreement outlines terms of the use and
conveyance of portions of water rights located in Kemmerer, Wyoming, from the Company
to US SFR as a part of a Power Purchase Agreement (PPA) related the purchase of nuclear
energy from the Natrium™ commercial demonstration plant (the KU1 project).

The KU project is a 345-megawatt (MW) sodium-cooled fast reactor coupled with a
molten salt integrated energy storage system in proximity to PacifiCorp's existing Naughton
Generation Plant (Naughton Plant) and interconnection facilities in Kemmerer, Wyoming.
While the nuclear island portion of the KU1 project supports a power output of 345 MW, the
integrated energy storage system enables flexible operation from 100 to 500 MW for up to
5.5 hours.

The KU1 project and PPA constitute a time-sensitive commercial and technical

opportunity to obtain cost-effective generation that will provide benefits to Oregon
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customers. However, adhering to the competitive bidding rules for the KU1 project would
result in PacifiCorp having to forego this time-limited opportunity. Therefore, PacifiCorp, in
accordance with OAR 860-089-0010(2), requests that the Commission waive the competitive
bidding rules set forth in OAR Chapter 860, Division 089 to allow the Company to enter into
the PPA with US SFR for the benefit of its customers. Given the limited time frame and
uniqueness of this opportunity, the Commission should find good cause to grant the waiver
requested in this Application. Due to the time-limited nature of this opportunity, PacifiCorp
respectfully requests that the Commission issue an order granting this waiver. This will allow
PacifiCorp to secure this valuable resource for the benefit of its customers and for US SFR
and TerraPower to meet the Department of Energy’s (DOE) Advanced Reactor
Demonstration Program (ARDP) timeline and Nuclear Reactive Commission (NRC)
financial qualification requirements that necessitate regulatory approval by December 31,
2026.

Moreover, approval of the Application will not lead to an increase in rates. Any
potential future rate impacts will be determined in a subsequent regulatory proceeding.

In support of its requests, PacifiCorp provides the following Application, pre-filed
written direct testimony and exhibits of Company witness Rick T. Link, Senior Vice President,
Resource Planning and Procurement, the PPA and Water Use Agreement as Confidential
Exhibits and related workpapers.

I. BACKGROUND

PacifiCorp is a multi-jurisdictional utility providing retail electric service to
customers in California, Idaho, Oregon, Utah, Washington, and Wyoming. PacifiCorp serves
approximately 627,000 customers in Oregon and is subject to the jurisdiction of the

Commission.
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PacifiCorp owns Lake Viva Naughton Reservoir in Lincoln County, Wyoming, as
well as certain water conveyance infrastructure facilities (the Delivery System) that deliver
water to PacifiCorp’s Naughton Power Plant. PacifiCorp also holds certain water rights under
the Wyoming State Engineer’s Office Permit Numbers 6418R and 7476R (the Storage
Rights) to store water in Lake Viva Naughton Reservoir for beneficial uses related to the
operation of the Naughton Power Plant.

US SFR, a subsidiary of TerraPower, is permitting and planning to construct the KU1
project in proximity to Naughton. The KU1 project is a 345-megawatt sodium-cooled nuclear
steam electric generating plant coupled with a molten salt integrated energy storage system.
The Nuclear Regulatory Commission is the agency responsible for authorizing and licensing
the KU1 project.

In connection with the KU1 project, which will require water for its operations and
maintenance, PacifiCorp and US SFR have entered into a Water Use and Conveyance
Agreement that will provide US SFR with the right to use a portion of the Storage Rights to
facilitate KU1 project’s operations.! The Water Use Agreement will become effective after
PacifiCorp receives the necessary regulatory approvals, including the approval sought in this
application.? The Water Use Agreement is structured as a lease, rather than a purchase. US
SFR will not own the water rights or PacifiCorp’s Delivery System. Because the Water Use
Agreement would allocate a portion of PacifiCorp’s Storage Rights to US SFR for use, the
Water Use Agreement amounts to an encumbrance of PacifiCorp’s property. PacifiCorp is

therefore required to seek Commission approval.

! Exhibit PAC/102, Water Use Agreement.
2 Id. at Section 1.6.
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REDACTED

PacifiCorp is not seeking review or a prudence determination, or any ratemaking
treatment associated with the PPA or US SFR’s permitting and construction of the KU1
project. However, due to the time-sensitive and unique nature of this beneficial arrangement,
PacifiCorp is requesting a waiver of the Commission’s competitive bidding rules.

II. WATER USE AGREEMENT

Attached to this Application as Confidential Exhibit PAC/102 is the Water Use
Agreement. The Water Use Agreement is part of a larger undertaking by US SFR to
demonstrate the benefits that can be provided by the Natrium™ technology and by
PacifiCorp to provide its customers with clean and reliable generation. PacifiCorp has
executed a 40-year PPA with US SFR for the output of the KU1 project; the Water Use
Agreement is a condition precedent to the PPA becoming effective.

The Water Use Agreement provides the terms, conditions, and contingencies for US
SFR’s use of PacifiCorp’s Delivery System and a portion of PacifiCorp’s Storage Rights to
convey and use water at the KU1 project. Under the Water Use Agreement, PacifiCorp will
provide a maximum of 6,323 acre-feet of water to US SFR annually, between October 1 and
September 30, from either or both of the Storage Rights.? The Water Use Agreement does
not give US SFR an ownership interest in the Storage Rights or Delivery System.* US SFR’s
right to receive a maximum of 6,323 acre-feet of water per year is subject to the amount of

water available and PacifiCorp’s priority under Wyoming law; PacifiCorp is _

3 Exhibit PAC/102, Section 2.1.
4 Id. at Section 2.4.
5 Id. at Section 14.
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REDACTED

The water will be conveyed through the Delivery System, which currently serves the

Naughton Power Plant. US SF
responsive 1o«
I
I
_, all of which will ensure that PacifiCorp customers_
I

The Water Use Agreement provides for four distinct terms.® The Initial Term covers
o
I
_). Once the KU1 project begins operations, the Agreement
_ (the First Operating Term). The Agreement
provides the opportunity for PacifiCorp and US SFR to_
_ (the Renewal Operating Terms). If the KU1 project_
I €
vt proec
I
|

6 Id. at Sections 2.2, 4.6-4.8.

7 Id. at Sections 4.3—4.5.

8 Id. at Sections 1.1-1.4.

9 Exhibit PAC/102, Section 1.5.
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REDACTED

The value of, or revenues associated with, the Water Use Agreement are expected to
be minimal. Because the PPA has been executed, _
S ———sy

_. This assumes that PacifiCorp will successfully obtain the necessary
regulatory approvals, including the approval sought in this Application, which are conditions
precedent to the PPA becoming effective. Under PacifiCorp’s Commission-approved 2020
Protocol for allocating system-wide costs among its six states, approximately 26.16 percent

of revenues and costs associated with the Storage Rights are allocated to Oregon customers.
PacifiCorp will seek the appropriate ratemaking treatment of the _

_ from US SFR in future general rate cases or
separate application as necessary.

If the PPA is ever terminated, PacifiCorp and US SFR will eac_
_ 12 In this eventuality, PacifiCorp will seek the

appropriate ratemaking treatment of the lease payments and readiness-to-serve charges in a

future general rate case or separate application as necessary.

19 7hid.
1 14 at Sections 3.2-3.3.
12 Exhibit PAC/102, Section 3.2.
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A. Compliance with OAR 860-027-0025(1) Filing Requirements

1. Name and Address

PacifiCorp’s exact name and address of its principal business office are:

PacifiCorp
825 NE Multnomah Street
Portland, OR 97232

2. State in which Incorporated; Date of Incorporation; Other States in which
Authorized to Transact Utility Business

PacifiCorp is a corporation organized and existing under and by the laws of the State
of Oregon. PacifiCorp’s date of incorporation is August 11, 1987. PacifiCorp is authorized to

provide retail electric service in Oregon, California, Idaho, Utah, Washington, and Wyoming.

3. Communications and Notices

Please address all notices and communications with respect to this Application to:

Carla Scarsella
PacifiCorp, Vice President, General Counsel  PacifiCorp Oregon Dockets

825 NE Multnomah Street, Suite 2000 825 NE Multnomah Street, Suite 2000
Portland, OR 97232 Portland, OR 97232
Email: carla.scarsella@pacificorp.com Email:

OregonDockets@pacificorp.com

Amira Thompson

Oregon Regulatory Affairs Manager
825 NE Multnomah Street, Suite 2000
Portland, OR 97232

Email: amira.streeter(@pacificorp.com

Additionally, PacifiCorp respectfully requests that all data requests regarding this

matter be addressed to:

By email (preferred): datarequest@pacificorp.com
By regular mail: Data Request Response Center
PacitiCorp

825 NE Multnomah St., Suite 2000
Portland, OR 97232
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Informal inquiries should also be directed to Amira Thompson, Regulatory Affairs

Manager, at (503) 260-4420.

4. Principal Officers

NAME TITLE

Cindy Crane Chief Executive Officer, PacifiCorp
Nikki L. Kobliha Vice President, Chief Financial Officer & Treasurer

5. Description of Business; Designation of Territories Served

PacifiCorp provides retail electric service to approximately 627,000 customers in
Oregon and is subject to the jurisdiction of the Commission. PacifiCorp engages in the
generation, purchase, transmission, distribution, and sale of electric energy in Benton,
Clackamas, Clatsop, Coos, Crook, Deschutes, Douglas, Gilliam, Hood River, Jackson,
Jefferson, Josephine, Klamath, Lake, Lane, Lincoln, Linn, Marion, Morrow, Multnomabh,
Polk, Sherman, Tillamook, Umatilla, Wallowa, Wasco, and Washington Counties in Oregon.
PacifiCorp also engages in the generation, purchase, transmission, distribution, and sale of

electric energy in the states of California, Idaho, Utah, Washington, and Wyoming.

0. Statement Showing for each Class and Series of Capital Stock: Brief
Description; Amount Authorized; Amount Qutstanding; Amount Held as
Required Securities; Amount Pledged; Amount Owned by Affiliated Interests;
Amount Held in any Fund

Not applicable. This transaction does not involve the sale of financial instruments or

PacifiCorp capital stock.
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REDACTED

7. Statement Showing for each Class and Series of Long-term Debt and Notes:
Brief Description of Amount Authorized; Amount Qutstanding; Amount Held
as Required Securities; Amount Pledged; Amount Held by Affiliated Interests;
Amount in Sinking and Other Funds

Not applicable. This transaction does not involve the sale of long-term debt or notes.

8. Purpose of Application; Description of Consideration and Method of Arriving
at Amount Thereof

The purpose of this application is to satisfy ORS § 757.480 and OAR 860-027-0025
and obtain Commission approval of the Water Use Agreement. The consideration is
described primarily in the PPA and Water Use Agreement , which are provided as

Confidential Exhibits PAC/101 and PAC/102.

9. Statement of Facilities to be Disposed of: Description of Present Use and
Proposed Use; Inclusion of all Operating Facilities of Parties to the
Transaction

Please refer to the Water Use Agreement and the sections above, which describe the
facilities to be utilized, the present and proposed use of the facilities and water rights, and the

parties to the transaction.

10. Statement by Primary Account of Cost of the Facilities and Applicable
Depreciation Reserve

The applicable book value of the Company Property associated with the Water Use

Agreement -

11. Required Filings with Other State or Federal Regulatory Bodies

In addition to approval by the Commission, the Water Use Agreement also requires

property disposition approval by the California Public Utilities Commission, '* the Public

13 See California Public Utilities Code § 851.
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Utilities Commission of Utah,'* and the Wyoming Public Service Commission. '®
Additionally, as requested in this Application, the Company must receive a waiver for the

competitive bidding rules requirements related to the PPA.

12. Facts Relied Upon by Applicant to Show Transaction is in the Public Interest

ORS § 757.480 requires Commission pre-approval for sales of property necessary and
useful in the performance of a utility’s duties with a value in excess of $1 million. '
ORS § 757.480’s attendant administrative rule, OAR 860-027-0025(1)(/), requires
PacifiCorp to show that such a proposed sale is “consistent with the public interest.” The
Commission previously has held that this standard requires a showing of “no harm.”!” The
Commission has stated that determinations under the no harm standard are made on a case-
by-case basis by demonstrating that the sale or transfer of the property in question will cause
no public detriment.'® Specifically, the Commission analyzes the no harm standard by
determining the transaction’s financial impact on customers, ' assessing any risk associated

with the transaction,?” and considering whether the transaction aligns with state public policy

14 See Utah Code Ann. §§ 54-17-302 and 54-17-501.

15 Wyoming Public Service Commission Rules Chapter 3, Section 21.

16 ORS § 757.480.

17 See, e.g., In the Matter of Alsea Properties, Inc., Request for Approval to Sell Westwood Village to Highland
Water Corp., Docket No. UP 300, Order No. 14-236, at 2 (June 24, 2014) (“ORS 757.480 and ORS 757.485
require approval by the Commission, but do not explicitly express a standard. The Commission has interpreted
these statutes as requiring a no harm standard.”).

18 In re Application of Portland General Electric Co. for Approval to Sell Its 2.5 Percent Ownership Share of the
Centralia Steam Electric Generating Plant to Avista Corp., Docket Nos. UP 165 & UP 170, Order No. 00-152,
at4 (Mar. 16, 2000) (“Staff found that the Commission has interpreted the public interest standard not to generally
require a positive public benefit but merely a showing that no public detriment will result. This determination is
made on a case-by-case basis.”).

19 See, e.g., In the Matter of Avista Corp., dba Avista Utilities, Application for Approval of the Sale of the Klamath
Falls Former Service Center Located in Klamath Falls, Docket No. UP 257, Order No. 10-130, App’x A at 2
(Apr. 6, 2010) (determining that a sale of utility property conformed to the no harm standard because the property
at issue is no longer used and useful, and was sold at a gain); Docket No. UP 168, Order No. 00-112, at 5-6
(Feb. 29, 2000) (determining that PacifiCorp’s sale of its interest in the Centralia plant met the no harm standard
because the distribution of profits was properly spread between ratepayers and shareholders).

20 See In The Matter of the Application of Portland General Electric Company in Regard to the Sale of Property,
Docket No. UP 158, Order No. 00-111, at 14-15 (Feb. 29, 2000).
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goals.?!

The Water Use Agreement and the connected PPA provide a unique opportunity to
optimize the beneficial use of PacifiCorp’s existing water storage rights and delivery
infrastructure in support of the KU1 project. Any revenues or costs associated with the Water
Use Agreement or PPA will be subject to a future prudence review, and any potential rate
impacts will be determined in a subsequent regulatory proceeding. Furthermore, approval of
this Water Use Agreement does not harm customers because it will not lead to an increase in
rates.”> Any net proceeds associated with the Water Use Agreement will be recorded for the
benefit of customers in a future rate proceeding once amounts are known and measurable.
Additionally, the PPA and required Water Use Agreement further the utility industry’s goal
of moving toward non-emitting, flexible resources by supporting a first-of-its-kind
demonstration project. Finally, the benefits of the PPA and the Water Use Agreement align

clearly with the state’s goal to deliver low-cost, non-emitting energy to its citizens.

13. Reasons Relied Upon for Entering into the Proposed Transaction; Benefits to
Customers

Please refer to Section I above and the Water Use Agreement, which describes the
financial implications of the Water Use Agreement and PPA; and the overall benefits of

entering the Water Use Agreement and PPA, above and below.

2l See, e.g., In the Matter of the Joint Application of U S West Communications Inc and Telephone Utilities of
Eastern Oregon, Inc Dba PTI Communications, for an Order Authorizing it to Sell Certain Telephone Exchanges,
Docket No. UP 96, Order No. 95-0526, 1995 OR PUC LEXIS 48 at *6-7 (May 31, 1995) (“In determining
whether a sale and transfer of allocated territory meet the public interest standard set out above, the Commission
looks at the impact of the transaction on the customers in the areas transferred, its effect on the other customers
of the companies, and its consequences for the companies themselves and for the industry as a whole.”).

22 In the Matter of PacifiCorp, dba Pacific Power, Application for Approval of the Sale of Transmission Line
and Removal of Switching Station, Docket No. UP 242, Order No. 07-489, App’x A at 4-5 (Nov. 13, 2007)
(determining that PacifiCorp’s sale of a transmission line met the no harm standard because it would not affect
wholesale wheeling rates).
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14. Amount of Stock, Bonds, or Other Securities, Now Owned, Held or Controlled
by Applicant, of the Utility from which Stock or Bonds are Proposed to be

Acquired

Not applicable. This transaction does not involve the sale of stock or other financial

Instruments.

15. Statement of Franchises Held; Date of Expiration; Facilities of Transferees

Not applicable. The transaction will not affect PacifiCorp’s Oregon service territory
in any way.

B. Compliance with OAR 860-027-0025(2) Filing Requirements

1. Exhibit A—Articles of Incorporation

Not applicable. Review of the Articles of Incorporation would not advance the
Commission’s analysis of this Application because the subject transaction involves the
conveyance of utility property and does not affect PacifiCorp’s corporate structure or

governance.

2. Exhibit B—Bylaws

Not applicable. Review of PacifiCorp’s bylaws would not advance the Commission’s
analysis of this application because the subject transaction involves the conveyance of utility

property and does not affect PacifiCorp’s corporate structure or governance.

3. Exhibit C—Resolution of Directors Authorizing Transaction

Not applicable. A board of directors’ resolution is not necessary to authorize

PacifiCorp’s execution of the Water Use Agreement.
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4. Exhibit D—Mortgages, Trust, Deeds or Indentures Securing Obligation of
each Party

The transaction will not involve the creation of any security instruments.

5. Exhibit E—Balance Sheet Showing Booked Amounts, Adjustments to Record
the Proposed Transaction and Pro Forma, with Supporting Fixed Capital or
Plant Schedules in Conformity with the Forms in the Annual Report

The Company respectfully requests that the requirement to provide pro forma
information be waived because the property disposition will not materially affect the

Company’s financial statements.

6. Exhibit F—Known Contingent Liabilities

Known contingent liabilities associated with the property disposition are typical or

are not likely to generate a material risk or cost to the Company’s customers.

7. Exhibit G—Comparative Income Statements Showing Recorded Results of
Operations, Adjustments to Record the Proposed Transaction and Pro Forma,

in Conformity with the Form in the Annual Report

The Company respectfully requests that this requirement be waived because the

property disposition will not materially affect the Company’s financial statements.

8. Exhibit H—Analysis of Surplus for the Period Covered by Income Statements
Referred to in G

The Company respectfully requests that this requirement be waived because the

property disposition will not materially affect the Company’s financial statements.

9. Exhibit —Copy of Contract for Transaction and Other Written Instruments

A copy of the Water Use Agreement is included as Confidential Exhibit PAC/102.
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10. Exhibit J—Copy of Each Proposed Journal Entry to be Used to Record the
Transaction

The Company respectfully requests that this requirement be waived because the

Company has not completed the proposed journal entries.

11. Exhibit K—Copy of each Supporting Schedule Showing the Benefits, if any,
which each Applicant Relies upon to Support the Facts Required by (1)(L) of
this Rule and Reasons as Required by (1)(m)

Not applicable. PacifiCorp is not proposing any tariff schedule changes as a result of

this application.
III. COMPETITIVE BIDDING REQUIREMENTS

Under the competitive bidding rules, an electric company must comply with the
competitive-bidding requirements for the acquisition of a resource or contract greater than 80
MW and longer than five years.?®> An electric company is not required to comply with the
competitive bidding rules to acquire a resource when “there is a time-limited opportunity to
acquire a resource of unique value to the electric company’s customers.”?* The Commission
has explained that sometimes specific, time-limited opportunities occur, and utility action is
required without an RFP process. The Commission contemplated that, under such pressing
circumstances, the utility might not have the time to request a waiver in advance of the
resource acquisition.?> Accordingly, the Commission has provided that where such pressure
exists, the utility should notify the Commission after the acquisition and provide an
explanation as to why the utility was unable to comply with the competitive bidding rules.

The current opportunity did not afford PacifiCorp the ability to request a waiver in

2 OAR 860-089-0100(1)(a).
24 OAR 860-089-0100(3)(b).
25 See RE Investigation Regarding Competitive Bidding, Docket UM 1182, Order 06-446 (Aug. 10, 2006).
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REDACTED

advance of the acquisition of the PPA. However, due to the time-limited nature of this
opportunity, the Company requests that the Commission issue an order granting the
requested waiver. The Commission may waive any of the Division 089 rules for good cause
shown.?® Good cause exists to grant the waiver requested in this Application because
PacifiCorp’s acquisition of the KU1 PPA is a “time-limited” opportunity that provides a
“unique value” to customers.?’

A. The KU1 PPA Represents a “Unique Value to Customers.”

The KU1 PPA will provide a unique value to customers consistent with the
Company’s resource needs. The PPA and connected Water Use Agreement provide positive
economic, dispatchability, and operational-flexibility benefits. The PPA further includes key,
comprehensive risk management and safety provisions and cognizable long-term benefits.

Finally, the PPA is consistent with the Company’s 2025 IRP.

1. Economic Benefits

The PPA is projected to reduce the net power cost component of revenue requirement

for the system by approximately _, starting in fall 2031 when the KU1

project reaches commercial operation. The total expected notional value of the PPA for the

entirety of the 40-year term is approximately _

26 OAR 860-089-0010(2).

27 “There are four exceptions where the otherwise applicable competitive bidding rule requirements do not
apply: 1) there is an emergency, 2) there is a time-limited opportunity to acquire a resource of unique value to
the electric company's customers, 3) an alternative acquisition method was proposed in the integrated resource
plan (IRP) and acknowledged by the Commission, and 4) the utility is seeking to exclusively acquire
transmission assets or rights.” In the Matter of Pacificorp, DBA Pac. Power, No. 23-315, 2023 WL 5623464, at
*1 (Aug. 24, 2023) (emphasis added).
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REDACTED

PacifiCorp’s PLEXOS production cost modeling demonstrates that the KU1 PPA

provides customer benefits through three key mechanisms: _

The PPA’s compensation mechanism is designed to ensure that_

Compensation is calculated as the

The PPA is expected to deliver customer savings, as described in this Application.

This is don

. This pricing

structure provides comprehensive financial protection for customers and -
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REDACTED

2. Dispatchability and Operational Flexibility

The KU1 project’s dispatchability represents a significant advancement in nuclear

technology through its integrated thermal storage design, enabling dispatch flexibility

perween 100 nd 500 v
_. Since the technology is designed with an

integrated energy storage system, it can provide both firm and flexible emissions-free energy
at a reasonable cost to PacifiCorp’s customers.

Nuclear generation has a proven track record of reliability with very high capacity
factors across all weather conditions and operational lifespans extending up to 80 years. This
reliability becomes increasingly valuable as PacifiCorp’s system includes substantial portions
of renewable resources that depend on weather conditions, along with fossil fuel resources

that face supply chain vulnerabilities.

3. Risk Management Protections

The PPA incorporates comprehensive risk mitigation strategies addressing the unique
challenges of first-of-a-kind nuclear technology. These include protections related to (1) the
financial protections as described above, (2) system independence protections, (3) unknown
performance risks, (4) contractual rigidity, and (5) safety.

The PPA provides significant financial protections to the Company and its customers.
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REDACTED

Additionally, the surplus interconnection structure provides fundamental protection
against first-of-kind technology risks by ensuring system independence. The KU1 project
interconnects as a surplus resource, meaning any delays in achieving commercial operation
or subsequent reliability issue_ Because
PacifiCorp intends to continue operating its Naughton units to ensure system reliability, it
will not be reliant on the KU1 project’s capacity.

There are significant protections for the unknown performance risks associated with

the KU1 project. Performance accountability mechanisms ensure tha_

rather than creating additional burden for PacifiCorp customers. The contract structure

Sy

Similarly, there is embedded in the PPA contractual flexibility. Specifically, multiple

contractual provisions work together to protect PacifiCorp and its customers through flexible

isk management ots [
I < &

must carry required insurance policies and coverages per PPA specifications, providing

addiiona Fnancialprocetion layers
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Finally, there is significant oversight related to the safety of the KU1 project. Safety
risks are managed through comprehensive regulatory oversight and design features.
Specifically, NRC federal oversight and approval authority, advanced safety design to
minimize adverse impacts, proven commercial nuclear operational history, and secure
operation meeting all NRC security regulations provide adequate protections related to safety

risks.

4. Long-Term Benefits

Over the long term, the KU1 project positions PacifiCorp and its customers to
capitalize on demonstrated advanced nuclear technology. The successful demonstration of
Natrium™ technology creates valuable operational knowledge that positions PacifiCorp to
negotiate more advantageous long-term contracts for the KU1 facility, potentially including
capacity, resource adequacy, and environmental attributes, or to procure additional
Natrium™ units elsewhere on the system with reduced technology risk. This knowledge
transfer benefit would be difficult or impossible for outside parties to obtain without
incremental cost or operational risk.

The KU1 project also advances critical national and industry-ride energy policy
objectives by supporting the ARDP, contributing to energy security and technological
leadership while enabling the transition to a more diverse, resilient, and clean energy
portfolios that reduce dependence on weather-variable renewable resources and volatile fossil

fuel markets.

5. Consistency with Integrated Resource Planning

The Company has included the KU1 project in its preferred portfolio in the 2021 IRP,

2023 IRP, and 2025 IRP, demonstrating its consistency with long-term resource planning.
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REDACTED

The KU1 project and PPA are consistent with the analysis and modeling in the Company’s
2025 IRP, also demonstrating that it is part of the least-cost, least-risk portfolio of options.
The Company’s 2025 IRP is designed to ensure, on a long-term basis, an adequate and
reliable electricity supply at a reasonable cost and in a manner that is consistent with the
long-term public interest.

When included in the PLEXOS model alongside the rest of the 2025 IRP preferred
portfolio, the PPA provides present value net benefits 0- between fall of 2031
and 2045, total-Company. The economic analysis presented provides sufficient grounds to
establish good cause for the Commission to grant the waiver requested in this Application.
The KU1 PPA offers a unique value to customers and will fill an identified need from
PacifiCorp’s integrated resource planning process.

B. The KU1 PPA is a “Time-Limited Opportunity.”

The opportunity to enter into the KU1 PPA is time-limited for several critical reasons
that make immediate action essential and standard solicitation processes unnecessary and
impractical. Specifically, federal funding requirements, the first-of-a-kind commercial
opportunity, the geographic and infrastructure constraints connected to the use of Naughton,
and lack of alternative options that take advantage of those benefits create a time-limited

opportunity making compliance with the competitive bidding rules meritless.

1. Federal ARDP Funding Requirements

The KU1 project’s dependence on federal ARDP funding imposes non-negotiable
deadlines that make standard competitive bidding rule processes impractical. The KU1
project operates within the parameters of the ARDP, which provides federal funding support

but requires specific commercial arrangements to be in place. TerraPower needs a path to
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REDACTED

commercial operation that avoids limiting potential output, adding costs, or increasing
performance risks while retaining long-term value upon the successful demonstration of the
technology. The DOE’s ARDP timeline and NRC financial qualification requirements
required the KU1 project to secure offtake.

A delay in issuance or rejection of the waiver request would be detrimental to the
Company’s customers’ interests because it would jeopardize the federal funding and
potentially terminate the project entirely. If the opportunity related to the PPA lapses,
PacifiCorp would lose access to this federally-supported advanced nuclear demonstration
project that provides customer benefits while protecting against first-of-a-kind technology

risks.

2. Unique Commercial Structure

This commercial opportunity exists only once as the inaugural Natrium™
demonstration facility, making the PPA structure inherently unique and time-limited. The
commercial structure of the PPA allows TerraPower to prove its first-of-a-kind asset without
I
- Future Natrium™ reactor plants may require more traditional acquisition or
ownership structures. The innovative PPA structure creates a flexible baseline agreement
meeting immediate needs of both parties while providing exit strategies and preserving long-

term interests.

3. Geographic and Infrastructure Constraints

The KU1 project’s strategic location in Wyoming adjacent to existing PacifiCorp
infrastructure creates site-specific benefits that are geographically constrained and time

sensitive. TerraPower’s selection of Wyoming as the proving grounds for Natrium™
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technology, combined with the KU1 project location in proximity to PacifiCorp’s Naughton
Plant, creates a unique opportunity to use existing infrastructure that cannot currently be

replicated elsewhere.

4. No Competitive Alternatives

The KU1 project is a one-of-a-kind advanced nuclear demonstration project that
qualifies for material federal funding, which further highlights the unique technical
opportunity of this resource. PacifiCorp is not aware of any other technology developers
located near PacifiCorp’s thermal generating assets, sufficiently advanced in design,
development, and licensing stages to compete. While PacifiCorp remains open to further
proposals that leverage and enhance its thermal dispatchable generating assets, any benefit of
a solicitation would not outweigh the detriment of not being able to procure this time-limited
project that provides benefits to customers.

If PacifiCorp had conducted a competitive solicitation for resources with the
characteristics of the KU1 project, US SFR would have been the only qualified applicant.
The time required to complete a solicitation process under the competitive bidding rules
would make it improbable to meet timelines required by the ARDP program, resulting in the
potential loss of federal funding and termination of this unique opportunity.

IV.  CONCLUSION

PacifiCorp is presented with a unique, time-limited opportunity to acquire resources
at an attractive price that will generate unique customer benefits, even when applying
conservative price-policy assumptions. If the Company is required to comply with the
competitive bidding rules, it will be unable to complete the acquisition of the PPA and the

Water Use Agreement, due to the time-limited nature of the opportunity, and the Company’s

UP _ —Application for Approval of Water Use and Conveyance Agreement 22



customers will lose the unique value explained above.
WHEREFORE, the Company respectfully requests that the Commission:
1. Approve the Water Use Agreement pursuant to ORS § 757.480 and OAR 860-
027-0025.
2. Find there is good cause to grant the waiver requested in this Application.

3. Issue an order granting this Application by April 17, 2026.

Respectfully submitted this 21% day of October 2025.

By:

Carla Scarsella

PacifiCorp, Vice President, General Counsel
825 NE Multnomah Street, Suite 2000
Portland, OR 97232
carla.scarsella@pacificorp.com

Attorney for PacifiCorp
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