REDACTED

Rocky Mountain Power
Docket No. 24-035-04
Witness: Rick T. Link

BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF UTAH

ROCKY MOUNTAIN POWER

REDACTED
Phase I Rebuttal Testimony of Rick T. Link

November 2024




10

11

12

13

14

15

16

17

18

19

20

21

22

23

Are you the same Rick T. Link who previously submitted direct testimony in this
proceeding on behalf of PacifiCorp d/b/a Rocky Mountain Power (“PacifiCorp”
or the “Company”)?
Yes.

I. PURPOSE OF TESTIMONY
What is the purpose of your rebuttal testimony in this proceeding?
My testimony responds to the testimony of the Utah Division of Public Utilities
(“DPU”) witness David Williams regarding the prudence of PacifiCorp’s investments
in Rock Creek I and II, and Cedar Springs IV (collectively, “the Wind Projects”) and
the testimony of Utah Association of Energy Users (“UAE”) witness Kevin C.
Higgins regarding the prudence of PacifiCorp’s investment in the Gateway South
transmission line. I also respond to Western Resource Advocates (“WRA”) witness
Nancy L. Kelly’s direct testimony related to market reliance and PacifiCorp’s
decision to cancel the 2022 All Source Request for Proposals (“2022 AS RFP”).
Are you adopting the pre-filed direct testimony of any other PacifiCorp
witnesses?
Yes. [ am adopting the pre-filed direct testimony of Company witness Thomas R.
Burns.
Please summarize your rebuttal testimony.
I discuss how the Public Service Commission of Utah (“Commission’) has applied its
prudency standard and relevant decision timelines and other factors for evaluating
utility investments. I respond to Mr. Williams’s arguments regarding the prudency of

the Wind Projects. I address PacifiCorp’s prioritization of Gateway South. I defend
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my economic analyses. I respond to Mr. Higgins’s concerns regarding purported
increased market exposure. I also respond to Ms. Kelly’s assertion that different cost-
recovery mechanisms influence PacifiCorp’s resource procurement decisions and
defend the Company’s decision to terminate the 2022 AS RFP.

II. PRUDENCY
What prudence standard does Mr. Williams say that he is applying?
Mr. Williams’s testimony cites to the prudence standard set forth in Utah Code § 54-
4-4(4)(a).! That statute states as follows:

(4)(a) If, in the commission’s determination of just,
reasonable, or sufficient rates, the commission considers the
prudence of an action taken by a public utility or an expense
incurred by a public utility, the commission shall apply the
following standards in making its prudence determination:

(1) ensure just and reasonable rates for the retail
ratepayers of the public utility in this state;

(11) focus on the reasonableness of the expense
resulting from the action of the public utility
judged as of the time the action was taken;

(i)  determine whether a reasonable utility, knowing
what the utility knew or reasonably should
have known at the time of the action, would
reasonably have incurred all or some portion of
the expense, in taking the same or some other
prudent action; and

(iv)  apply other factors determined by the
commission to be relevant, consistent with the
standards specified in this section.!?!

As to the last factor, Mr. Williams states, with regard to the Wind Projects: “The
Division’s position is that the ‘other factors’ that are relevant would include, inter

alia, the standards that applied to the RFP process itself.”>

! Direct Testimony of David Williams at lines 141-154.
2 Emphasis added.
3 1d. at 154-156.
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Q. Does Mr. Higgins describe the prudence standard he is applying in his analysis
of Gateway South?

A. No, he does not.

Q. Are there any additional aspects of the prudence standard that are relevant to a
prudence assessment?

A. Yes. While I am not a lawyer, in addition to Mr. Williams’s recitation of the statute,
the Commission has provided additional explanation regarding the prudence standard:

In reviewing utility decisions for prudence, the Commission
must analyze the decision-making process in light of the
circumstances and the facts the utility knew or reasonably
should have known at the time of the decision. We do not
substitute our judgment in hindsight for the reasonable
decisions made by management, nor do we determine that a
reasonable decision is imprudent merely because we conclude
that a better, reasonable alternative was available for
consideration or action.

In another proceeding in which we determined whether a utility
confronted with an operating challenge properly identified and
analyzed the range of feasible actions, questions also raised by
Sierra Club in this case, we noted: “In making this
determination, we believe that ratepayers are best served by
reserving wide latitude to utilities’ managerial experience and
technical expertise. We therefore do not promulgate a checklist
of actions which, if followed, might inoculate a utility’s action
against a finding of imprudence.” Instead, we apply the
statutory criteria specified in Utah Code Ann. § 54-4-4. This
subsection specifically provides that in considering prudence of
a utility’s actions, the Commission shall “focus on the
reasonableness of the expense ... judged as of the time the
action was taken” and shall “determine whether a reasonable
utility, knowing what the utility knew or reasonably should
have known at the time of the action, would reasonably have
incurred all or some portion of the expense, in taking the same
or some other prudent action.”*!

* In the Matter of the Application of Rocky Mountain Power for Authority to Increase its Retail Electric Utility
Service Rates in Utah and for Approval of its Proposed Electric Service Schedules and Electric Service
Regulations, Docket No. 10-035-124, Report and Order at 42-43 (Sept. 13, 2011) (emphasis added).
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As I discuss below, the arguments by Mr. Williams and Mr. Higgins ignore aspects of
these principles. For Mr. Williams, his arguments regarding the RFP process for the
Wind Projects is based on resource options that were not available at the time the
Wind Projects were selected. He does not identify specific alternatives that were both
available and that would have been better. In addition, he assesses the Company’s
decisions to proceed forward with the Wind Projects in light of circumstances and
information that were not known or available at the time the Company executed
contracts on those projects. With regard to Mr. Higgins, he makes incorrect
assumptions about the Company’s Gateway South economic analysis and attempts to
apply an incorrect prudence review period.

Does the prudence standard focus only on customer benefits in terms of cost?
No. While my testimony demonstrates that the Wind Projects and Gateway South
provide substantial customer benefits, a reduction in customer costs is not a
prerequisite for establishing prudence. The prudence standard evaluates whether a
utility’s decisions are reasonable based on what was known or knowable at the time
and factors in a number of considerations, including such things as risk, reliability,
and resource timing and need, in addition to economic considerations such as cost

savings.
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III. ROCK CREEK I AND II, AND CEDAR SPRINGS IV

Mr. Williams proposes adjustments to the Company’s revenue requirement
associated with the Wind Projects based on his claim that the Company has not
demonstrated that those projects were prudent. Can you summarize his
arguments?
Yes. Mr. Williams cites to the fact that the Commission did not acknowledge
PacifiCorp’s 2021 Integrated Resource Plan (“IRP”’) because the Commission
concluded that the Company had failed to comply with Guideline 4(b), requiring
“‘[a]n evaluation of all present and future resources on a consistent and comparable
basis’ and evaluation ‘of all technically feasible generating technologies.””> He states
that the Commission arrived at that determination because the Company had
unilaterally constrained its IRP modeling to exclude new natural gas proxy resources
when deriving the Company’s preferred portfolio.°

Mr. Williams goes on to claim that “[d]espite [the Wind Projects’] PVRR
benefits, other resource needs were not adequately considered by the Company in its
planning efforts, especially in light of the increases in cost after the 2020 AS RFP.”’
Mr. Williams then claims, irrespective of the 2020 AS RFP process, that the Company
should not recover the full cost of these projects because price increases exceeded the
original estimated project costs and the capacity of the Wind Projects has been less

than estimated when the projects were first considered.®

3 Direct Testimony of David Williams at lines 101-106.
6 Id. at 108-110.

71d. at 124-127.

¥ 1d. at 30-39.
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Do you agree with Mr. Williams’s prudence assessment?

No. Mr. Williams’s analysis does not follow long-standing principles associated with
a prudence analysis. He ignores facts associated with the Company’s decision to
pursue those projects, including that the DPU supported the RFP process that resulted
in the selection of those projects. He engages in impermissible hindsight review. And
he does not properly assess why the Company continued to pursue the Wind Projects
when pricing increased after the projects were selected.

What is the basis of Mr. Williams’s claim that the 2020 AS RFP process excluded
resource options?

Mr. Williams asserts that, while the Commission approved the 2020 AS RFP, “the

Company and the Commission should also consider whether other options could

999

provide greater benefit”” and, specifically, he argues that the RFP process excluded or

discouraged non-renewable resources, such as natural gas plants, from bidding into
the process. Specifically, he states:

The Company can (correctly) argue that no natural gas plants
bid into the 2020 AS RFP. But given that the Company stated
that it was seeking resources to match the 2019 IRP preferred
portfolio (which did not include natural gas), why would
natural gas plants submit bids? If the Company had instead
included natural gas in its 2019 IRP preferred portfolio, or
otherwise encouraged such bids in its application, it may have
had more options when wind-turbine supply chain issues arose,
as discussed below.!!

He also adds: “[T]he RFP instrument itself made it clear that the Company was

seeking renewable resources.”!!

? Direct Testimony of David Williams at lines 83-83.
1 1d. at 198-202.
"'1d. at215-216.
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Are these statements by Mr. Williams accurate?

No. First, Mr. Williams acknowledges that the Commission’s lack of
acknowledgement of the 2021 IRP does not “directly” pertain to the question of
whether the Wind Projects were prudent. Furthermore, the 2020 AS RFP and the RFP
process, which were generally supported by the DPU, specifically show that there
were very limited natural gas options to bid into the process. As such, the
Commission’s determination that the Company had not included new natural gas
projects in its preferred portfolio in the 2021 IRP was unrelated to the options that
could be considered under the 2020 AS RFP.

Second, Mr. Williams’s characterization of the 2020 AS RFP process is
inaccurate. The Company submitted its Application for Approval of Solicitation
Process for the 2020 AS RFP on April 9, 2020.!2 In that Application, the Company
sought “an order approving the Company’s 2020 A/l-Source Request for Proposals,
seeking new resources to meet projected capacity and energy needs up to the amount
identified in the 2019 Integrated Resource Plan (‘IRP’) through the end 0f2023”
pursuant to Utah Code § 54-17-201 and Utah Admin. Code R746-420.!3 While the
Company discussed in its Application its “preferred portfolio” (as set forth in its 2021
IRP), the Company did not limit any resource from bidding in response to the RFP,
and the RFP was explicitly an “all source” RFP. In fact, the Application stated: “The
2020 AS RFP.. .. is an all-source RFP including renewable and non-renewable

resources as well as energy storage, capable of interconnecting with or delivering to

12 In the Matter of the Application of Rocky Mountain Power for Approval of Solicitation Process for 2020 All
Source Request for Proposals, Docket No. 20-035-05, Application at 11 (April 9, 2020).
3 Id. at 1 (emphasis added).

Page 7 — Phase I Rebuttal Testimony of Rick T. Link



172

173

174

175

176

177

178

179

180

181

182

183

184

185

186

187

188

189

190

PacifiCorp’s transmission system in its east or west balancing authority areas.”!*

Third, prospective bidders were well aware that conforming natural gas
resources were eligible to bid into the procurement effort. On March 25, 2020,
PacifiCorp received the following question from a potential bidder: “Are new gas-
fired resources eligible to bid into the All-Source RFP?’!> The Company publicly
responded to this question on our website on April 17, 2020, as well as circulated
directly to the large list of potential bidders that we had at that time (including the list
of companies listed above). The Company responded, “Yes, subject to the bid being
in compliance with the requirements of the 2020AS RFP.”!°

This response was circulated well in advance of the August 10, 2020, 2020AS
RFP bid due date, and confirms that potential bidders were well aware that
conforming natural gas resource bids could submit proposals for consideration.

Did the DPU comment on the Application?

Yes. On May 20, 2020, the DPU provided its comments in response to the
Application.!” In those comments, the DPU recommended approval of the 2020 AS
RFP, with certain conditions, none of which pertained to a concern that the language
of the 2020 AS RFP was not sufficiently inclusive of both renewable and non-
renewable resources. Indeed, the DPU’s comments expressly acknowledged that the

2020 AS RFP was an all-source RFP encompassing both “renewable and non-

“1d at5,95.

15 PacifiCorp 2020 All Source RFP — Questions and Answers as of August 4, 2020, at Page 2, Row 22
(available here: https://www.pacificorp.com/content/dam/pcorp/documents/en/pacificorp/suppliers/rfps/2020-
all-source-request-for-proposals/documents/2020 _All-Source RFP_Questions_through 08-03-2020.pdf).

1 1d.

17 Application of Rocky Mountain Power for Approval of Solicitation Process for 2020 All Source Request for
Proposals, Docket No. 20-035-20, Comments from the Utah Division of Public Utilities.

Page 8 — Phase I Rebuttal Testimony of Rick T. Link


https://www.pacificorp.com/content/dam/pcorp/documents/en/pacificorp/suppliers/rfps/2020-all-source-request-for-proposals/documents/2020_All-Source_RFP_Questions_through_08-03-2020.pdf
https://www.pacificorp.com/content/dam/pcorp/documents/en/pacificorp/suppliers/rfps/2020-all-source-request-for-proposals/documents/2020_All-Source_RFP_Questions_through_08-03-2020.pdf

191

192

193

194

195

196

197
198
199
200
201
202
203

204

205

206
207
208
209
210

211
212
213
214
215

216
217
218
219

220

renewable resources as well as energy storage.”!® In its comments, the DPU

acknowledged that, under the 2020 AS RFP, a resource would only be eligible to bid

if it had a bid that was already in the interconnection queue or that had executed an

interconnection agreement. ' Reviewing the interconnection queue at that time, the

DPU identified the following numbers of proposed large generation projects in the

queue that could qualify:

* Battery only: 11 projects

* Pumped storage: 2 projects

* Nuclear: 1 project

* Solar: 79 projects

* Solar plus battery storage: 29 projects
» Wind: 43 projects

» Wind plus battery storage: 1 project®’

The DPU went on to make the following observation about those projects that had

entered into interconnection agreements:

In addition to projects in the interconnection queue by the
appropriate date, projects with executed interconnection
agreements may also submit bids. Looking at the projects with
executed agreements, and again limiting the projects to LGI
applications, most of the projects are wind or solar projects:

* Wind: 25 projects

* Solar: 41 projects

* Pumped storage: 1 project
* Natural gas: 3 projects

» Waste heat: 1 project

Of the natural gas projects, one is suspended, one is a smaller
project (20 MW), and one is a larger project, with an
interconnection agreement signed in 2014 and no apparent
progress or intent to bid.?!

In its comments, the DPU further stated:

8 1d at4.
Y 1d.
20 71d. at 5.
21
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the Division expects most of the bids to be some combination
of wind, solar, and battery, with a possible pumped storage or
waste heat project. The Division believes that given the number
of wind, solar, and/or battery projects available to bid, the RFP
has a good chance of receiving a robust number of competitive
bids. However, the bid eligibility limitations mean that there
will be few (or no) non-renewable bids.[*?!

After making these observations, the DPU nevertheless recommended approval of the
Application, with a few conditions, each of which was unrelated to the issue

Mr. Williams now raises in his testimony in this docket, i.e. whether the 2020 AS
RFP was improperly limited to renewable resources.*?

What conclusions do you believe the Commission should draw from these
comments?

These facts show that the DPU did not claim or suggest that the language of the 2020
AS RFP needed to be modified in any way to avoid non-renewable resources from
being excluded or discouraged from participating in the RFP process.

They also show that the DPU fully understood when the 2020 AS RFP was
being considered by the Commission that there were no natural gas projects in the
interconnection queue, and only three natural gas projects had signed interconnection
agreements, one that had been suspended, one that was quite small, and one that the
DPU noted had no apparent progress or intent to bid. As such, at that time, the DPU
was not expecting natural gas projects to participate in the RFP, but not because the
2020 AS RFP was intended to exclude non-renewable energy sources. Given this,

Mr. Williams’s current attempt to question the 2020 AS RFP process is an improper

214 até6.
BId at1l.
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attempt at hindsight review. The information known to the Commission, the
Company, and the DPU at the time the 2020 AS RFP was being considered and then
approved did not include information the DPU now attempts to inject into the
analysis.

Q. Did the Company circulate the RFP to companies that have involvement in
natural gas generation resources?

A. Yes. In addition to sending the RFP to a much larger list, representing all types of
bidders and interested parties, the Company sent the RFP to the following companies,
each of which has direct or indirect involvement in natural gas generation resources:
Anschutz Companies; Boardman Peaking Plant Owner; Calpine; Chevron;
ConocoPhillips; Exxon Mobil; Flour; Hecate Energy; Invenergy; Kiewit; Kinder
Morgan; LS Power; Mitsubishi; NRG Energy; Perennial Power; Questar; Ramco;
Shell Energy N.A.; Tenaska; TransAlta; and TYR Energy, Inc.

Despite this, the only natural gas bid in response to the 2020 AS RFP was
from Invenergy, which bid its Gray’s Harbor plant, a 310 MW natural gas plant in
Yakima. However, it was determined that this bid was non-compliant with minimum
bid requirements set forth in the 2020 AS RFP because it was off-system and would
use busbar pricing. This conclusion that was reviewed by the independent evaluator
overseeing the RFP process and confirmed in the independent evaluator’s final

report. 24

24 PacifiCorp 2020 All Source Request for Proposals, Docket No. 20-035-20, Shortlist Report of Merrimack
Energy Group, Inc. to Utah Public Service Commission, at Appendix B, List of Non-Compliant Proposals
(September 2021) (listing Gray’s Harbor was non-compliant).
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Does Mr. Williams address the conclusions of the independent evaluator that
reviewed the 2020 AS RFP?
No. In addition to ignoring the DPU’s own acknowledgment that it was not expected
that there would be many natural gas projects that would bid into the 2020 AS RFP
process—and the DPU’s own support for the 2020 AS RFP—Mr. Williams ignores
the findings and conclusions of the independent evaluator’s report. Merrimack
Energy Group, Inc. was appointed by the Commission to act as the independent
evaluator to review and monitor the 2020 AS RFP and the associated process. In the
final report, the independent evaluator made several findings and conclusions that
directly contradict Mr. Williams’s assertions. First, the independent evaluator noted
that, despite the broad circulation of the 2020 AS RFP, only one natural gas project
was bid.?® Further, the IE concluded that the 2020 AS RFP was competitive and that
the response to the RFP was robust with a wide variety of resource types
participating:

The response to the 2020AS RFP was very robust with a total

of 141 projects submitted by 44 unique counterparties who

submitted an estimated 578 proposal variants representing

nearly 33,000 MW of capacity from a variety of resource types

including wind, solar, solar combined with storage, pumped

storage hydro, standalone Battery Energy Storage, gas

combined cycle and other resources. As a result, the amount of

capacity submitted significantly exceeded the amount of
capacity requested (up to 6,000) by a factor of nearly 5.5 to 1;

Based on the unbelievable response from the market it is safe
to say that the solicitation process resulted in a very
competitive process with many more proposals generally
submitted than the expected requirements by bubble identified
by PacifiCorp. The pricing submitted for solar, wind, and solar

» Id. at 28-29.

Page 12 — Phase I Rebuttal Testimony of Rick T. Link



294
295
296
297
298
299

300

301
302
303
304
305
306
307
308
309
310
311
312
313

314

315

316

317

318

319

320

321

322

323

combined with storage projects were competitive relative to the
pricing we have seen in other markets. On the other hand,
however, most of bidders who were selected to provide best
and final pricing generally increased their price, perhaps
indicating a tightening in the equipment market for these
resources;

PacifiCorp ultimately selected a Final Short List comprised of
nineteen projects with a total of 3,445 MW and an additional
534.5 MW of energy storage projects combined with a solar
project. The final portfolio included 998 MW of capacity
contribution from the FSL resources. The portfolio selected
represented a diverse portfolio of resources with a range of
different characteristics, contract structures, and contract terms.
While the portfolio was not the least cost portfolio,
PacifiCorp’s decision to eliminate three projects from the final
portfolio due to high delivery cost and generation of excess
energy was reasonable. The three projects eliminated were
ranked in the lower half of eligible bids in terms of cost and net
benefits, but did provide positive net benefits[.](**]

Q. Was the limited response by natural gas generation projects surprising to the
Company?

A. No. In the Company’s 2019 IRP, it noted a desire for additional natural gas generation
resources. However, following that IRP, there was a noted lack of natural gas projects
being pursued both in the Company’s service area as well as nationally. That decrease
coincided with a number of market factors, including uncertainty regarding
environmental laws and regulations, federal enforcement concerns, market and
resource volatility, a focus on renewable generation, funding, and financing
constraints for natural gas projects. As such, the limited number of natural gas

projects that responded to the 2020 AS RFP was consistent with the circumstances in

26 PacifiCorp 2020 All Source Request for Proposals, Docket No. 20-035-20, Shortlist Report of Merrimack
Energy Group, Inc. to Utah Public Service Commission at 73-75 (September 2021).
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the larger market that the Company was already observing.

Q. Did the Company’s portfolio analysis that included Rock Creek I and II also
include natural gas-fired capacity beyond what was contemplated when the
2020AS RFP was being prepared?

A. Yes. Contrary to Mr. Williams’s suggestion that the 2019 IRP preferred portfolio did
not include natural gas,?’ it included one natural gas resource in the first ten years of
the study period, and additional natural gas-fired resources thereafter. Specifically, the
2019 IRP preferred portfolio included a 185 MW brownfield simple cycle combustion
turbine (SCCT) at the Naughton location in 2026. Further, the Company’s ultimate
decision to proceed with Rock Creek I and II, presented in the Direct testimony of
Mr. Thomas Burns,?® included gas conversion of Jim Bridger units 1 and 2 in 2024,
with a nameplate capacity totaling 707 MW. As a result, the Company’s decision to
proceed with Rock Creek I and I was based on a portfolio that included more natural
gas-fired capacity than in the 2019 IRP.

Q. Were Rock Creek I and 11, and Cedar Springs included in an RFP final shortlist
that was acknowledged by the Commission?

A. Yes.?’ As Mr. Williams notes, “Boswell Spring and Cedar Springs IV were selected to
the final shortlist in the 2020 AS RFP, in the form of PPAs. Rock Creek I and Rock
Creek II were also selected to the final shortlist, in the form of build-transfer

agreements (“BTAs”).”3¢

" Direct Testimony of David Williams at lines 199-204.
8 Direct Testimony of Thomas Burns at lines 472-561.
2 Id. at 61 (Table 14).

39 Direct Testimony of David Williams at lines 262-264.
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Q. After the final short list (“FSL”’) was finalized and the final report was issued by
the independent evaluator, what did the Company then do relative to the
projects on that list?

A. As Mr. Williams acknowledges, the Company then “negotiated and executed
contracts” for some of the projects on the FSL, including the Wind Projects.?! During
that time, as Mr. Williams concedes, there were “supply chain issues that were due to
the COVID-19 pandemic and other factors.”*?

Q. Does Mr. Williams dispute the price increases, the reasons provided by the
Company for those increases, or the Company’s need for generation resources at
that time?

A. No. Mr. Williams admits that “[t[he Division has no reason to question the fact that
there were supply chain issues at the time of contract negotiations” that caused
pricing to increase.>* He also does not question the Company’s explanation of the
causes of those price increases, and provides no analysis for how the Company could
have satisfied its need for generation at that time without signing contracts for
generation approved through the 2020 AS RFP process at the best prices the
Company could negotiate.** Indeed, he states: “The Division sympathizes with the
predicament the Company was in: COVID-19-related supply chain issues and price
increases did occur. Furthermore, in the Division’s understanding, a small amount of

BTA and PPA prices increases from RFP to contract execution are not usual.”3?

1 1d. at 266-268.
32 1d. at 267-268.
3 1d. at 302-303.
3 Id. at 284-336.
3 Id. at 337-340.
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364 Q. What does Mr. Williams say the Company should have done at the time the
365 prices were increasing?

366 A. He claims that the Company:

367 could have refreshed the 2020 AS RFP analysis of all bids on
368 the FSL with the assistant of the Independent Evaluators (IEs),
369 issued a new RFP, or explored other ways to update a least-
370 cost, least-risk analysis. Note that here is where it could have
371 been helpful to have encouraged natural gas plant bids in the
372 original RFP, or preferred portfolio in the IRPs. Maybe a

373 natural gas plant would not have faced the same supply chain
374 issues, and it could have helped with negotiations with the
375 Wind Projects. The Wind Projects would know that they were
376 facing competition even if a natural gas project was ultimately
377 not selected.

378 A reasonable utility would have looked at the price increases
379 and wondered whether the selected options would still “most
380 likely result in the acquisition, production, and delivery at the
381 lowest reasonable cost.>

382 Q. How do you respond to these assertions by Mr. Williams?

383 A Mr. Williams’s responses are unrealistic, speculative, and unsupported. By the time
384 the price increases noted by Mr. Williams had occurred, the Company was already
385 years down the road on the resource acquisition process. To suggest that it should

386 have simply restarted the RFP process would have left the Company without time to
387 secure adequate resources to meet its needs. As I noted in my direct testimony, had
388 the Company not pursued the Wind Projects as and when it did, it would have had to
389 rely on a 20 percent increase in market purchases to provide the electricity to meet
390 customer needs during a time when there were increasing resource adequacy concerns
391 throughout the western interconnect.?” Mr. Williams’s approach would have increased

36 Id. at 342-352.
37 Direct Testimony of Rick T. Link at 30.
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exposure to volatility in the market and he does not attempt to explain how such a
risky approach could be justified. Intervenors in this case, including the DPU, are
already complaining about the cost of wholesale market power and the extent to
which the Company relied on such purchases.

Further, the Company was looking at the price increases and negotiating the
best pricing it could obtain from the projects that had been determined to be the best
suited in response to the 2020 AS RFP. Mr. Williams assumes without support that
other projects would have been unaffected by the pricing pressures impacting the
Wind Projects, or that through hard bargaining, the Company could have reduced the
prices it would have had to pay. That is untrue. All of the projects were being affected
by the same worldwide events. As Mr. Burns noted it his direct testimony, the events
causing the price increases throughout the industry were being driven by import
restrictions related to China, COVID-19 supply impacts, hostilities in Ukraine, and
associated worldwide supply disruptions.*® Mr. Williams also notes a Company data

(113

response in which it explained that “‘all 10 of the developers with projects in the
2020 AS RFP final shortlist (FSL) indicated they would not move forward with
contracting absent price increases, and some of those developers were unable to
commit to any specific pricing, such that contracting could not proceed.”””?® There is
no evidence provided by Mr. Williams that any of the 2020 AS RFP respondents

would have been immune to these conditions or that there were less expensive

options to fill the Company’s resource needs.

3% Direct Testimony of Thomas R. Burns at lines 198-209.
39 Direct Testimony of David Williams at lines 452-457.
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Further, Mr. Williams does not identify other options the Company could have
considered other than suggesting that “maybe” there was a natural gas plant that did
not have the same supply chain issues the Company could have considered. But as the
information discussed above shows, there was only one natural gas resource that
responded to the 2020 AS RFP, and that resource did not meet minimum eligibility
requirements set forth in the Commission-approved competitive bidding process.
Given all the factors the Company was trying to balance, no reasonable utility would
have done what Mr. Williams suggests. Rather, a reasonable utility would have done
its best to lock in pricing before prices further increased, which is what the Company
did.

Mr. Williams cites to several clean energy equipment price indices against which
price increases in the Company’s Wind Project contracts could be compared. Do
have any general comments about whether it is appropriate to rely on
comparisons to these types of indices?

Yes. Indices such as the one cited by Mr. Williams are typically based only on
overnight costs that are incurred by a project developer. They do not typically capture
the cost to utility customers when that utility acquires an asset from a third-party
developer. These incremental costs typically include costs associated with the
allowance for funds used during construction, capitalized property taxes incurred
during construction, legal fees and consulting fees. By their very nature, these types
of indices are also based on dated information that does not reflect current market
prices and cost considerations. This is particularly problematic when there are abrupt

shifts in costs and development risks as was the case when PacifiCorp was
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negotiating pricing for 2020 AS RFP projects. In addition, such indices do not capture
customer benefits, other revenue requirement or liquidity impacts, or other aspects of
the Company’s system or location-specific needs or concerns. For these and other
reasons, it is not appropriate to look to indices like the ones Mr. Williams cites when
making a resource acquisition or construction decision.

Q. Do you have any specific points you would like to make regarding Mr.
Williams’s indices?

A. Yes. I have two primary concerns.

The first index that Mr. Williams relies on, the International Energy Agency’s
clean energy equipment price index (“IEA Index”), by Mr. Williams’s own admission
is a global index that is based on a weighted average of price movements for not only
wind resources, but also solar photo voltaic (“PV”’) modules, lithium-ion batteries for
electric vehicles and energy storage.*’ This type of index is too broad in geographic
scope and technologies to be relevant to price movements associated with a
Wyoming-sited wind farm.

Second, each index that Mr. Williams relies on was published well after
PacifiCorp entered into the Rock Creek II BTA. PacifiCorp entered into the Rock
Creek II BTA in March 2023.*! The IEA Index was not published until September 13,
2023,%? the 2023 Lazard levelized cost of electricity (LCOE) index was published

April 2023,* the 2024 Lazard LCOE index was published June 2024,* and the

40 Id. at 465-467.

41 Attach SER FR A.11-3a Rock Creek II - Build Transfer Agreement (Executed) CONF.pdf.

2 E.g., “A new tool to track transitions: the IEA clean energy equipment price index,” (Pub. Sept. 13, 2023)
(available here: https://www.iea.org/commentaries/a-new-tool-to-track-transitions-the-iea-clean-energy-
equipment-price-index).

* Direct Testimony of David Williams at line at 484, n. 41.

4 Id at 485, n. 42.
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Berkeley Lab’s annual Land-Based Wind Market Report was published August
2024.%

Indices that were published several months to a year and half after PacifiCorp
entered into the Rock Creek II transaction are simply irrelevant for determining the
prudency of PacifiCorp’s actions based on the information known to the Company at
that time. Said another way, it is simply not possible to conclude, as Mr. Willams
does, that these indices would “make a prudent utility pause at an increase in the
Rock Creek II cost increase from RFP to BTA,”* because none existed at the time
the Company entered into the Rock Creek II transaction. The Commission should
decline to amend its prudency standard to allow for such hindsight review as implied
by Mr. Williams.

Q. How do you respond to Mr. Williams’s view that cost recovery for the Wind
Projects should be capped at the “best and final” price?

A. Mr. Williams’s approach is not consistent with the Commission’s prudence standard.
His argument that the Wind Projects were not prudent is solely based on one factor—
his claim that they did not result in the least-cost portfolio, although he does not
identify less expensive options that would have been preferable under the
circumstance.*’ As discussed above, finding the least-cost solution among all possible
alternatives is not part of the prudency standard. Under Utah Code § 54-4-4(4)(a), the
Commission weighs many factors in the statute to determine whether the Company,

with the information available to it at the time, made a decision that is consistent with

* E.g., “Land-Based Wind Market Report: 2024 Edition,” Berkeley Lab (available here:
https://energyanalysis.lbl.gov/publications/land-based-wind-market-report-2024).

4 Direct Testimony of David Williams at 499-500.

47 1d. at 396-398.
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what another reasonable utility would have done. In this instance, PacifiCorp had an
established resource need; had appropriately administered a resource procurement
process approved by the Commission with the oversight of an independent evaluator,
which resulted in an extremely robust market response; engaged in good-faith
negotiations to achieve the best terms and conditions it could with project developers;
and proceeded to execute definitive agreements for the best portfolio of projects.

As my direct testimony and this rebuttal testimony demonstrate, considering
all relevant factors including cost, the execution of definitive agreements to proceed
with the Wind Projects was prudent.

On page 30 of his testimony, Mr. Williams alleges that the actual capacity factors
for Company-owned wind projects, including the Wind Projects at issue, have
failed to reach the P50 estimates the Company used when it sought approval of
those projects. Is Mr. Williams’s analysis correct?

No. Mr. Williams misunderstands what a P50 forecast is, and how it should be used.
Can you describe how P50 forecasts for wind facilities are developed?

As part of its due diligence when evaluating the economics of wind resources, the
Company retains third-party wind consultants with expertise in the siting, design, and
assessment of wind projects to develop forecasts of expected generation from
proposed wind resources. To arrive at an estimate of expected generation, those
experts prepare a wind resource assessment model that uses available site wind speed
data usually collected over several years, regional wind speed data, and in some
cases, such as with the repowered facilities, the operational history of wind turbines at

a project site prior to repowering. Based on that information, and considering site-
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specific topography, a wind flow model is developed that considers blockage effects
from vegetation, buildings, and terrain effects. Wind turbine locations within the
model are specified and wake effects are calculated to inform turbine placement and
assess impacts and operational limitations on downwind turbines in order to optimize
a site layout. Losses are then applied to this gross generation to capture wake losses
and blockage effects, availability losses due to turbine, balance of plant, and grid
availability, electrical losses associated with the collection system, turbine
performance limitations; environmental losses from weather conditions; and assumed
standard curtailment losses from avian and bat curtailment events, wind sector
management to protect downstream wind turbines, and grid curtailment. Uncertainty
analysis is then applied to the model parameters to develop a probabilistic assessment
of net generation expected from the project. From that assessment, a P50 forecast
generation value is determined, which represents the central value of the probability
distribution.

What does the P50 forecast represent?

The P50 forecast reflects the generation amount that, under the conditions and
assumptions included in the analysis, would be expected to be exceeded 50 percent of
the time, and, conversely, not exceeded 50 percent of the time.

How is a P50 forecast developed in this manner used by the Company?

The pre-construction P50 forecast generation estimate reflects the output expected
from the resource over a long time period and under conditions in which it is
operating independently from other system resources. Thus, it is a gauge of the

capability of a resource and is used with other resource attributes (capacity, capital
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construction and operations costs, asset life, resource location, etc.) as an input to the
Company’s resource planning and valuation models to assess the benefits of a project
and allow it to be compared to other resource alternatives.

Does the P50 forecast represent how a wind project is expected to be operated as
part of a broader system of resources serving customers?

No. The P50 forecast does not consider the broader system in which a wind project
will operate. Operation of a wind project within a broader system of generation
resources will impose different operating restrictions and include different dispatch
scenarios in which broader system costs are optimized as compared to the pre-
construction forecast which considers the wind project operating in isolation from the
system.

Do you believe adherence of a wind project’s generation output to a pre-
construction P50 forecast value should be used to assess the prudence of the
Company’s wind facilities?

No. Pre-construction P50 forecasts are best used to inform economic analysis that
assists in determining the relative benefits of one resource versus another. In this
manner, it provides a basis for comparison of the generation benefits of different
resource alternatives operating under similar operating assumptions—and thus
evaluates the generation potential of a wind resource given its site-specific factors.
Because a pre-construction P50 forecast does not consider how that facility will be
dispatched in coordination with a broader system to arrive at the lowest cost for the
overall system it is not a guarantee of generation output from a wind facility. As such,

it would be improper to assess prudence of the Company’s siting, construction,
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REDACTED

operation or maintenance of a wind facility solely on the basis of adherence to a pre-
construction generation forecast. Indeed, the inherent variability in wind generation
output due to year-to-year changes in wind speeds is why wind generation is included
in the energy balancing account (“EBA”).

Are there situations in which optimization of a broader system of resources will
impact the generation output from the Company’s wind resources?

Yes. System balancing often requires that wind output be curtailed as the most
economic means to bring the system into balance. For example, the Western Energy
Imbalance Market in which the Company participates will provide curtailment signals
to the Company’s generation facilities, including its wind resources, to achieve
system balancing most cost-effectively. Economic curtailment such as this is not
considered in a pre-construction P50 forecast, so Western Energy Imbalance Market
(“WEIM”) curtailment directives, even though cost effective, will cause the
generation output from a wind project to deviate from a pre-construction P50
forecast, which does not consider economic curtailment.

Has economic curtailment been a factor in the deviation of actual generation
output from the pre-construction P50 forecasts?

Yes. My understanding is that the Company at times, and in response to direction
from the WEIM, had to curtail - megawatt-hours of wind energy in 2023. That
figure represents megawatt-hours that the wind facilities could have produced if

doing so did not conflict with system balancing needs.
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Q. Does Mr. Williams acknowledge that there may be numerous reasons why the
capacity of a wind facility may vary from its P50 forecast?

A. Yes. On page 31 of his testimony, Mr. Williams notes that there could be “many
reasons” projected capacity could differ from actual capacity.

Q. Does Mr. Williams express a view on the cause or causes for the capacity
differences he identifies in this case?

A. No. In fact he acknowledges that “it is practically impossible to determine the exact
factors that would be responsible, and to what extent.”*® He later acknowledges that
“there are many factors that could lead to lower-than-projected capacity factors, and
some of them (e.g. a ‘low wind year’) are completely out of the Company’s control.
Furthermore, the fact that the Company (or other parties) have made overly optimistic
projections regarding capacity factors in the past does not necessarily mean that in
this rate case the projected capacity factors, for these specific projects, are overly
optimistic.”*

Q. Despite acknowledging that it is impossible to assign the alleged capacity
underperformance to specific Company actions, does Mr. Williams nevertheless
recommend adjustments to the Company’s cost recovery because of the capacity
factor differential?

A. Yes. While lacking any evidence that the Company has acted imprudently in any way

in the design, construction, or operation of the existing Company owned wind

resources, including the Wind Projects, Mr. Williams still takes the position that

* Direct Testimony of David Williams at lines 679-680.
¥ Id. at 730-735.
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differences in capacity factors justifies the Commission in reducing the Company’s
recovery of costs from the Wind Projects.>°
How do you respond to this recommendation?
I view Mr. Williams’s recommendation as entirely inappropriate. His
recommendation for the Commission to disallow a portion of the cost recovery due to
capacity factor differences continues his improper application of the prudence
standard. He provides no evidence that the Company’s existing wind resources are
being improperly operated or that the alleged “capacity underperformance” exists or
is attributable to the Company or its actions. Disallowance of a portion of the Wind
Projects in the face of those circumstances would deny the Company recovery of
legitimate costs incurred for the benefit of its customers and would be improper.
IV. RESOURCE PROCUREMENT AND MARKET RELIANCE

What is the purpose of this section of your testimony?
I respond to Ms. Kelly’s testimony that raises concerns with market reliance and
PacifiCorp’s decision to cancel the 2022 AS RFP. I also address Ms. Kelly’s
testimony that asserts the existence of the EBA might influence PacifiCorp’s resource
planning and procurement decisions. Company witnesses Joelle R. Steward and
Ramon J. Mitchell also respond to Ms. Kelly’s assertions.

Q. According to Ms. Kelly, what is the relevance of the 2022 AS RFP in this
proceeding?

A. Ms. Kelly believes that PacifiCorp’s decision to cancel the 2022 AS RFP contradicts

my testimony related to market reliance.’’ Ms. Kelly further asserts, based on the

30 1d. at 767-769.
3! Direct Testimony of Nancy Kelly at lines 446-448.
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direct testimony of Company witness Nikki L. Kobliha, that shareholders’ financial
concerns drove the decision to cancel the 2022 AS RFP.>? Ms. Kelly believes that
because of the way the EBA functions, customers will bear the cost of increased NPC
and that PacifiCorp will be protected from its decision to cancel the 2022 AS RFP.3
Ms. Kelly then explains that arguments against the pass through of costs associated
with poor planning decisions in an EBA would be difficult to successfully argue, and
so it would be better to have incentives in place to align the interest of sharcholders
and customers.>* Consequently, Ms. Kelly recommends the Commission remove
carrying charges from deferral balances, and recommends the Commission open a
new docket to explore alternatives to better align shareholder and customer interests,
including the potential of eliminating the EBA.>>

Do you agree with Ms. Kelly’s recommendations to the Commission?

No. As discussed further below, PacifiCorp’s decision to cancel the 2022 AS RFP was
not driven by a misalignment between shareholder and customer interests, and Ms.
Kelly does not provide any credible evidence that the EBA should be altered.

Why did PacifiCorp issue the 2022 AS RFP?

The 2022 AS RFP was initiated in response to a need for near-term resources
consistent with the preferred portfolio identified in the 2021 IRP, which was filed
with the Commission in September 2021. The Commission approved the 2022 AS

RFP in April 2022.%¢

52 Id. at 528-530.

> Id. at 538-541.

 Id. at 568-572.

55 1d. at 911-921.

56 In re PacifiCorp’s 2022 AS RFP, Docket No. 21-035-52, Order Approving 2022 All Source RFP (Apr. 22,
2022).
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How was the need for resources described in the 2022 AS RFP?

The 2022 AS RFP refers to an action item in the 2021 IRP to conduct an all-source
request for proposals and to acquire new resources. The 2022 AS RFP describes the
near-term proxy resources in the preferred portfolio as including 1,345 MW of new
proxy wind and solar resources and 600 MW of collocated energy storage resources
along with new proxy demand response resources.>’

Q. Please explain changes in circumstances that occurred after the Commission
approved the 2022 AS RFP in April 2022.

A. There were three monumental events that occurred between the time that the 2022 AS
RFP was issued to market, and the time that PacifiCorp was finalizing its analysis in
support of the 2023 IRP, which was initially filed in March 2023 and finalized in May
2023.

First, the United States Environmental Protection Agency (“EPA”) issued its
“Good Neighbor Rule” or “Ozone Transport Rule” (“OTR”) in April 2022—the same
month that the Commission approved the 2022 AS RFP and the same month that it
was issued to the market. The proposed OTR set forth stringent nitrogen oxide
emission budgets that would significantly reduce PacifiCorp’s ability to rely on
existing coal and gas-fired generation in Utah and Wyoming during the summer
ozone season, which is defined as May through September under the OTR. This
period covers the time of year when PacifiCorp routinely reaches its peak coincident

demand, and consequently, the OTR would severely impact the Company’s need for

37 PacifiCorp’s 2022 AS RFP, at 1 (Apr. 29, 2022) (available here:
https://www.pacificorp.com/content/dam/pcorp/documents/en/pacificorp/suppliers/rfps/pacificorps-2022-all-
source-request-for-proposals/PacifiCorp_2022AS RFP_Main Document.pdf).
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incremental energy as early as the summer of 2026.

Second, President Biden signed the Inflation Reduction Act (“IRA”) just a few
months later in August 2022. The IRA is an expansive piece of legislation that, among
other things, contains newly structured and more expansive tax incentives for non-
emitting generation and storage resources.

Third, PacifiCorp was seeing an uptick in its load forecast relative to the
forecast used in the 2021 IRP. In fact, the change in coincident peak loads used as an
input to the 2023 IRP (before evaluating opportunities for incremental demand-side
management savings) was between about 800 MW and 1,100 MW higher than in the
2021 IRP over the 2025-2027 period.

Consequently, by the time bids were coming in from the 2022 AS RFP in
March 2023, the impact of these significant events was reasonably understood and
ultimately reflected in the final 2023 IRP preferred portfolio, which was filed in May
2023.

How do near-term proxy resources in the 2023 IRP preferred portfolio compare
to the resources identified in the 2021 IRP preferred portfolio that triggered the
2022 AS RFP?

As I noted earlier, near-term proxy resources in the 2021 IRP preferred portfolio that
triggered the 2022AS RFP included 1,345 MW of new proxy wind and solar
resources and 600 MW of collocated energy storage resources. After accounting for
the OTR, the IRA, and a higher load forecast, proxy resources in the 2023 IRP
preferred portfolio included over 7,300 MW of wind and solar resources and

approximately 4,500 MW of battery storage capacity through the end of 2027. Near-
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term proxy wind and solar capacity in the 2023 IRP exceeded the wind and solar
capacity informing the 2022 AS RFP by over 540 percent. Near-term proxy storage
capacity in the 2023 IRP exceeded the storage capacity informing the 2022 AS RFP
by over 750 percent.

How was this new information informing PacifiCorp’s handling of the 2022 AS
RFP?

It became abundantly clear that PacifiCorp was going to need to leverage the 2022 AS
RFP to procure substantially more resources than originally contemplated when it was
first issued to the market. At the time the 2023 IRP was filed, the Company was
diligently working to incorporate OTR, IRA, and new load forecast assumptions into
the analysis being developed to select a shortlist of bids. This work was happening
between the time bids were due (March 2023) and the time the 2023 IRP was
finalized (May 2023) in anticipation of establishing a shortlist by the end of summer
to early fall of 2023.

Could all of the incremental resource need identified in the 2023 IRP be
captured in a future request for proposals process after closing out the 2022 AS
RFP?

No. Considering the time it takes to draft a new request for proposals and to receive
regulatory approvals for a new resource procurement process, there would not have
been sufficient time to procure all of the incremental resources needed to reliably
serve our customers in light of the OTR, which would limit output from coal and
natural gas facilities in Utah and Wyoming during the summer of 2026. While the

2023 IRP action plan did identify an action item to issue yet another all-source
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request for proposals, this resource solicitation was anticipated to target projects able
to achieve commercial operation closer to 2028. A significant increase in procurement
from the 2022 AS RFP was going to be necessary to reliably serve customers with
OTR emissions limits applying in the summer of 2026.

Please describe additional events that transpired after the 2023 IRP was filed as
PacifiCorp was evaluating bids from the 2022 AS RFP?

Two more substantial events occurred in this period. First, concerns about wildfire
risk and liability surfaced in June 2023 with the James trial verdict.’® Second, in July
2023, the Tenth Circuit Court of Appeals granted a motion for stay of EPA’s denial of
Utah'’s state plan for the OTR. In issuing the stay, EPA is prevented from enforcing
the OTR in Utah and the court indicated that the petitioners were likely to succeed on
the merits of the litigation.

How did these events affect how PacifiCorp was thinking about the 2022 AS
RFP?

The stay of the OTR, particularly when considering the court’s indication that
petitioners were likely to succeed on the merits of the case materially challenged
conclusions from the recently filed 2023 IRP and its implications for the level of
procurement needed from the 2022 AS RFP. There was also a concern around
PacifiCorp’s ability to procure new resources when considering the newly introduced
wildfire risk and liability without jeopardizing PacifiCorp’s financial stability and
credit rating. It became increasingly clear that PacifiCorp needed time to evaluate its

decisions in the context of need (pertaining to the stay of the OTR) and financial

58 James et al. v. PacifiCorp et al., No. 20CV33885 (Mult. Cty. Cir. Ct., Alexander, J.).
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health (in the context of wildfire risk and reliability).
What action did PacifiCorp take as it was evaluating how to proceed with the
2022 AS RFP at this time?
In September 2023, we notified bidders participating in the 2022 AS RFP that the
solicitation was being suspended.’® The notice cited that a suspension of the 2022 AS
RFP would allow PacifiCorp to adopt to changing conditions while making critical
decisions for the long-term benefit of our system and our customers.®’ The notice
specifically listed the OTR stay, other EPA rulemakings, wildfire liability, and
extreme weather risks as reasons for the suspension.®!

At this time, the Company initiated non-binding negotiations, outside of the
2022 AS RFP process, for battery storage contracts with developers that could bring
projects online by summer 2026. We ultimately signed contracts for 520 MW of
battery storage contracts, which is incremental to the 400 MW of battery storage
capacity associated with a project from the 2020 AS RFP. Consequently, despite
PacifiCorp’s decision to terminate the 2022 AS RFP, the Company will have 920 MW
of battery storage capacity available for the summer season in 2026, which can be
used to avoid high-priced market purchases.
Why did PacifiCorp initiate non-binding negotiations for battery contracts?
It was clear that the Company was going to need time to better understand how

changes in circumstances would collectively impact resource procurement decisions.

At the same time, PacifiCorp recognized its obligation to reliably serve customers. By

Y E.g., In re PacifiCorp’s 2022 AS RFP, Docket No. 21-035-52, Second Notice of Update to Schedule in 2022
All Source RFP (Sept. 29, 2023).

0 1d.

1 1d. at 1-2.
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740 focusing on battery contracts, PacifiCorp could secure system capacity to maintain
741 reliability while limiting potential adverse impacts on the Company’s credit ratings.

742 Q. Ms. Kelly asserts that decisions made to protect PacifiCorp’s credit ratings is a

743 shareholder financial concern.%? Do you agree?

744  A. No. It benefits everyone—PacifiCorp and its customers—to maintain strong credit
745 ratings. As discussed by Ms. Kobliha, having a strong credit rating allows the

746 Company to fund all of its operations and to fund growth at a lower cost than it
747 otherwise could if its credit rating were to deteriorate. The financial health of the
748 utility is paramount to being able to reliably serve our customers and to be able to
749 cost-effectively make investments to achieve support our customers’ growth plans
750 and to maintain reliable operation of the system.

751 Q. How did circumstances change between the time PacifiCorp suspended its 2022
752 AS RFP in September 2023 and the time that PacifiCorp terminated the 2022 AS
753 RFP?

754 A First, in December 2023, EPA approved Wyoming’s state plan for cross-state ozone

755 transport, eliminating resources in Wyoming from having to operate within nitrogen
756 oxide budgets under the OTR during the summer ozone season. Second, PacifiCorp
757 began the process of developing its 2023 IRP Update to capture the impacts of the
758 OTR and other changes, including a revised load forecast. The change in coincident
759 peak loads used as an input to the 2023 IRP Update (before evaluating opportunities
760 for incremental demand-side management savings) was between about 130 MW and
761 170 MW lower than in the 2023 IRP over the 2025-2026 period.

2 Direct Testimony of Nancy Kelly at lines 510-530.
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Did the findings from PacifiCorp’s 2023 IRP Update influence the Company’s
decision to ultimately terminate the 2022 AS RFP?

Yes. As the modeling for the 2023 IRP Update was being developed and ultimately
finalized before being filed in early April 2024, it became increasingly evident that
the level of resource procurement that was being driven by the OTR, the IRA, and
increasing near-term load would have been excessive when accounting for removal of
the OTR and a delay in certain new loads over the near term. In fact, near-term proxy
resources (incremental resources beyond those already committed) very much align
with PacifiCorp’s decision to initiate bilateral negotiations for battery storage
contracts when it suspended the 2022 AS RFP in September 2023. Consequently,
PacifiCorp officially terminated the 2022 AS RFP in April 2024.%

Was it reasonable to have suspended and then ultimately to have terminated the
2022 AS RFP?

Absolutely. PacifiCorp’s decision to suspend and then terminate the 2022 AS RFP is
supported by the unprecedented change in circumstances that started to occur almost
immediately after the Commission approved the 2022 AS RFP. In fact, it would have
been downright reckless for PacifiCorp to have blindly procured thousands upon
thousands of megawatts of new capacity prematurely, and well in advance of actual
needs, particularly if such a course of action would threaten the Company’s credit

ratings and thereby raise the cost to fund a// operations and investment decisions.

8 E.g., In re PacifiCorp’s 2022 AS RFP, Docket No. 21-035-52, Notice of Cancellation of 2022 All Source
RFP (Apr. 3,2024).
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Q. Ms. Kelly asserts that the presence of the EBA misaligns the interests of
PacifiCorp and its customers that can incent risky methods for meeting our
customers’ load.% Do you agree?

A. No. The EBA does not misalign the interests of PacifiCorp and its customers.
PacifiCorp’s interest is to reliably serve its customers at a reasonable cost and to have
an opportunity to earn a fair return on its investments that are needed to achieve this
outcome. When developing resource plans or making resource decisions,
PacifiCorp’s financial analyses are performed from the customers perspective (i.e., by
evaluating impacts on revenue requirement). The Company is most likely to be
successful in earning a fair return on investment when its resource decisions are
viewed through the lens of the customer.

Q. To your knowledge, has the presence of the EBA influenced PacifiCorp’s
decision to either procure or choose not to procure a specific resource?

A. I have been involved with or directly been responsible for PacifiCorp’s resource
planning and procurement activities for most of my 21-year career at the Company,
and I’m not aware of a single instance where the presence of the EBA or any other
cost-recovery mechanism have influenced a specific resource procurement decision.

Q. To your knowledge, has the presence of the EBA influenced PacifiCorp’s
resource plans related to market reliance?

A. No, it has not.

What do you recommend?

I recommend that the Commission reject Ms. Kelly’s recommendation to remove

4 1d. at 389-392.
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carrying charges from deferral balances, and Ms. Kelly’s recommendation to open a
new docket to explore alternatives to better align shareholder and customer interests,
including the potential of eliminating the EBA.% As describe in my testimony above,
PacifiCorp’s interests are aligned with the interests of its customers, the Company’s
decision to terminate the 2022 AS RFP was reasonable and prudent, and the presence
of the EBA has not influenced PacifiCorp’s resource plans or decisions. Accordingly,
there is no evidence presented in this proceeding that justifies altering the structure of
the EBA in any way.

V. GATEWAY SOUTH
What is the purpose of this section of your testimony?
I respond to Mr. Higgins’s concerns regarding the economic justifications that support
the need for Gateway South. Company witness Richard A. Vail’s testimony provides
the Federal Energy Regulatory Commission (“FERC”)-jurisdictional requirements
related to the Company’s open access transmission tariff (“OATT”) and federal
reliability standards and discusses PacifiCorp’s alternative analyses that continue to
support the Company’s decision to move forward with Gateway South.
Overall, what factors do you think are relevant to determine whether
PacifiCorp’s investments were prudent?
The Commission should analyze whether these investments are prudent in terms of
three issues: (1) PacifiCorp’s requirement to construct transmissions facilities needed
to meet federal reliability standards; (2) PacifiCorp’s requirement to construct

transmission facilities to offer open-access transmission service under its OATT; or

5 1d. at 911-921.
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(3) whether PacifiCorp’s economic analysis appropriately evaluated the Company’s
need for new generation and transmission resources (including what alternative
transmission resources would be required to meet PacifiCorp’s federal obligations).
Mr. Vail addresses the first two issues, while my testimonies address the third.
The Commission’s analysis should focus on what PacifiCorp knew or should have
known before June 2022, and at least from my non-lawyer perspective, this list is
disjunctive—any one of these justifications supports building Gateway South and
Segment D.1. Because the Company satisfies all three, the Company was more than
justified in its decision to move forward with Gateway South.
What is Mr. Higgins’s primary concern?
Mr. Higgins is concerned that PacifiCorp’s counter-factual economic analysis that
assumed Gateway South would not be built inappropriately included the avoided cost
of a $1.4 billion 230 kV transmission line. This $1.4 billion cost reduced the cost of
Gateway South from $1.261 billion to $418 million, and as a result skewed the
Company’s economic analyses of the costs and benefits provided by Gateway
South.® This is based on two arguments: first, that it was unreasonable to incorporate
these avoided transmission costs, because FERC Order 890 allowed for alternative
allocation of these costs;®’ second, that the Commission should evaluate the prudency
of PacifiCorp’s decision to move forward with Gateway South as far back as 2019,

when Gateway South was included in PacifiCorp’s long-term transmission plan and

% Direct Testimony of Kevin Higgins at lines 277-301.
7 Id. at 303-333.
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several documents in the Company’s Open Access Same-Time Information System
(“OASIS”).%8

Do you agree with Mr. Higgins’s concern?

I do not. As an initial matter, Mr. Higgins’s argument is based on an incorrect
premise: that the avoided 230 kV transmission line was based on a single 500 MW
point-to-point transmission service request. That is incorrect. There are three reasons
why PacifiCorp assumed that Gateway South would avoid the costs associated with
an alternative 230 kV transmission line.

Can you discuss the first justification?

Yes. As described in Mr. Vail’s rebuttal testimony, the functional equivalent of the
transmission capacity provided by Gateway South is largely unavoidable because the
Company has a federal obligation to provide transmission service under an executed
agreement for 500 MW point-to-point service. This obligation alone would have
required construction of the functional equivalent of Gateway South (but at 230 kV,
instead of 500 kV). PacifiCorp’s economic analysis reasonably—and
conservatively—assumed that if it did not construct Gateway South and Segment D.1,
it would still be required to construct this 230-kV alternative.

Recall that Mr. Higgins’s argument is based on a calculation that quantifies
the difference in costs between a resource portfolio with Gateway South and Segment
D.1, and one without. The “without Gateway South” scenario reasonably included the
costs of this alternative transmission infrastructure, because it would have been

required if there were no Gateway South or Segment D.1 transmission lines.

%8 1d. at 334-349.
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PacifiCorp’s analysis simply accounted for the reality that, due to the 500 MW
customer, a certain level of new transmission assets would be required both in the
with and without scenarios.

Can you discuss the second justification?

Yes. Even if PacifiCorp were to assume away the executed point-to-point
transmission service agreement (which it cannot), the Company is still obligated to
provide interconnection service under the 12 additional FERC-jurisdictional
agreements, as also described by Mr. Vail. This list includes six final shortlist
resources from the 2020 AS RFP, representing over 1,600 MW of wind generation,
that required Gateway South to interconnect with PacifiCorp’s transmission system.
To meet its obligation under these agreements, PacifiCorp would have had to
construct the functional equivalent of Gateway South and Segment D. 1. In this
scenario alone, the net customer benefits of Gateway South increase to $742 million
under the medium price-policy scenario.

Does Mr. Higgins respond to, or even discuss, the additional 12 FERC-
jurisdictional agreements that depend on Gateway South.

No. That means that, in total, there were 13 FERC-jurisdictional agreements that
more than adequately justified the avoided transmission costs included in
PacifiCorp’s economic analysis of Gateway South.

Can you discuss the third justification?

Yes. Mr. Vail also explains that the only way the Company could stop pursuing

construction of any transmission facilities in eastern Wyoming, while at the same
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time maintain compliance with federal reliability standards, is if the transmission
system experienced no changes in loads or resources.

Clearly those circumstances have not occurred. PacifiCorp’s load forecast
from the 2021 IRP showed a significant capacity deficit over the 20-year planning
horizon—starting at 1,071 MW in 2021 and then rising over time to over 6,600 MW
by 2040. In 2025, the first full year that Gateway South will be online, the resource
need was 1,627 MW. And given the material volumes of generation resources that
PacifiCorp is already bringing online in eastern Wyoming—including all of the wind
resources in the current rate case—it is unreasonable to assume for purposes of
estimating the economic benefits of Gateway South that there would have been no
changes in loads or resources over the operational life of the transmission asset.

Therefore, the proper question is when, not if, PacifiCorp would have needed
to build substantial transmission resources to meet its federal reliability obligations.
Did Mr. Higgins consider PacifiCorp’s reliability requirements when
determining whether it was reasonable to included avoided transmission costs in
the Company’s evaluation of Gateway South?

No. From PacifiCorp’s perspective, any of the three justifications above supported
PacifiCorp including avoided transmission costs in its evaluation of the economic
benefits from Gateway South. At minimum, an alternative 230 kV line or its
functional equivalent would have been required: (1) by the 500 MW point-to-point
customers; (2) by the remaining 12 FERC-jurisdictional agreements; and (3) to

maintain compliance with federal reliability standards.
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Despite not discussing PacifiCorp’s 12 other FERC-jurisdictional agreements,
nor PacifiCorp’s federal reliability obligations, Mr. Higgins argues it was
unreasonable to include avoided transmission costs in the Company’s economic
analysis, because under FERC Order 890, Utah retail customers would not have
had to pay for this alternative transmission line.*® Do you agree?

No. Mr. Vail discusses how Mr. Higgins’s argument is inconsistent with FERC Order
890 and PacifiCorp’s OATT obligations. As a result, PacifiCorp was correct to
include avoided transmission costs in its evaluation of Gateway South.

Mr. Higgins also argues it was unreasonable to include the costs of this
alternative transmission line in PacifiCorp’s economic analysis, because the
transmission customer that would have relied on this line requested service after
the Company indicated it intended to construct Gateway South.”® Do you agree?
No. The Company did not decide to move forward with the construction of Gateway
South until PacifiCorp received certificates of public convenience and necessity from
this Commission on April 22, 2022, and from Wyoming Public Service Commission
on May 10, 2022, and actually began construction of Gateway South in June 2022.
This is several years after the Company received the transmission service request that
would have necessitated the alternative 230 kV line, which was received March 15,
2019. Mr. Higgins’s argument is factually unsupported, because PacifiCorp decided
to move forward with Gateway South after receiving the request for the 500 MW

point-to-point customer, not before.

% Id. at 303-333.
0 Id. at 334-349.
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Why do you believe Mr. Higgins concluded that PacifiCorp’s long-term
transmission plan or various OASIS filings established the relevant decision
timeline for the Commission’s prudency review?
I do not know. As noted by Mr. Vail, Gateway South or its substantially similar
configurations, has been included in: (1) the Company’s long-term transmission
planning process since 2007; (2) the Northern Tier Transmission
Group/NorthernGrid’s Regional Transmission Plan since 2007; and (3) the
Company’s annual TPL-001-4 (and now TPL-001-5) assessments of short- and long-
term plans since at least 2014. While it is beneficial to Mr. Higgins’s argument to
limit the Commission’s prudency review of Gateway South to 2019, it would be
unreasonable based on those isolated documents.
Why is that?
As discussed by Mr. Vail, it takes several years, if not decades, to develop long-lead
transmission resources like Gateway South. This results in PacifiCorp evaluating
these resources in multiple IRPs, long-term transmission plans, and OASIS filings as
the company proceeds through the various planning, permitting, and development
stages. Yet based on Mr. Higgins’s theory, as soon as PacifiCorp includes a resource
in its long-term transmission plan or various OASIS filings, that would establish the
relevant prudency review time period, and any circumstances that impact the
economic feasibility of these resources after that period would not be relevant for cost
TECOVEry purposes.

That cannot be the Commission’s standard (and as I discuss above, it is not),

because it would effectively halt the development of large-scale resources like
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Gateway South which take many years and several IRP planning cycles to bring to
market. To the point: PacifiCorp did not ask the Commission for acknowledgment of
Gateway South until filing the 2019 IRP—which was filed several months after the
500 MW point-to-point customer filed its transmission service request.”' Under Mr.
Higgins’s theory, the Commission should freeze its prudency analysis, before the
Commission has had the opportunity to acknowledge a resource in a PacifiCorp IRP,
much less consider the resource in a PacifiCorp rate case.

That is a novel read of the Commission’s prudency standard. PacifiCorp
recommends the Commission decline to adopt that standard here.
What time period do you recommend the Commission should consider when
evaluating the prudency of PacifiCorp’s Gateway South investments?
For purposes of a prudence review, the Commission’s analysis should consider what
PacifiCorp knew or should have known before June 2022. Because PacifiCorp knew
by 2022 that it would have to construct transmission resources if it did not build
Gateway South or its functional equivalent (due to OATT and reliability obligations
discussed above), it was correct to include avoided transmission costs (including the

avoided cost of the 230 kV line) when estimating the benefits of Gateway South.

"' Compare UAE Exhibit RR 1.18, at 41 (UAE DR 14.1(b)) (transmission service request was received March
15, 2019), with In re PacifiCorp’s 2019 IRP, Docket No. 19-035-02, at 71, 74-75 (filed October 18, 2019).

Page 43 — Phase I Rebuttal Testimony of Rick T. Link



973

974

975

976

977

978

979

980

981

982

983

984

985

986

987

988

989

990

991

992

Q. Moving on, Mr. Higgins states it raised concerns regarding the benefits of
Gateway South in prior proceedings, including the 2019 IRP and 2020 AS RFP
proceeding.”> How do you respond?

A. While Mr. Higgins mentions that it has raised these concerns in prior proceedings, it
does not discuss that PacifiCorp has previously responded to these concerns,
including in my direct testimony in this proceeding.

Please explain?
The 2020 AS RFP included resource bids that relied on construction of Gateway
South to interconnect to PacifiCorp’s transmission system. When evaluating bids in
the 2020 AS RFP, PacifiCorp determined that it was necessary to evaluate Gateway
South given the interdependence of the bids and the transmission line.

However during the approval of 2020 AS RFP, several parties (including
UAE), raised similar concerns to Mr. Higgins’s concerns in this docket. In response,
PacifiCorp committed to investigate two scenarios: (1) one that removes GWS and all
bids that require Gateway South, and (2) another that replaces Gateway South with an
alternative transmission build-out scenario similar to an option identified in the
Northern Tier Transmission Group’s 2018-2019 Regional Transmission Plan.”?
Did the Commission opine on these commitments?
Yes. The Commission noted that these commitments “are reasonable and adequately

address this issue.””*

72 Direct Testimony of Higgins at lines 350-394.

73 In re Rocky Mountain Power’s 202048 RFP, Docket No. 20-035-05, Order Approving 2020 All Source RFP,
at 14 (Jul. 17, 2020).

1.
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Did PacifiCorp investigate the first scenario?
Yes. Regarding the first commitment, the 2021 IRP specifically examined a variant
that removed Gateway South and Segment D.1 (P02c), and also removed the 2020 AS
RFP final shortlist of bids. As discussed in detail in my direct testimony, both variants
would have resulted in higher costs compared to moving forward with Gateway
South.”
Can you provide more detail on these results?
Yes. PacifiCorp’s 2021 IRP included a variant analysis that compares two alternative
scenarios: (1) one scenario where the timing of Gateway South was based on its
selection in the least-cost preferred portfolio, which coincided with the timing of the
associated resources identified in the 2020 AS RFP final shortlist; and (2) another
scenario reflecting the least-cost, least-risk portfolio in the absence of Gateway South
and the associated resources dependent on Gateway South. As demonstrated in the
2021 IRP analysis:

Through 2040, the PVRR(d) shows that the portfolio without

[Gateway South] and D.1 transmission lines is $128 million

higher cost than the P02-MM portfolio. On a risk-adjusted basis,

which factors in the risk associated with low-probability, high-

cost events through stochastic simulations, the portfolio without

the [Gateway South] and D.1 transmission lines is $260 million

higher cost than the P02-MM portfolio. The risk-adjusted results

indicate that the [Gateway South] and D.1 transmission lines add

significant risk mitigation benefits associated with volatility in

market prices, loads, hydro generation, and unplanned
outages.”®

7> Direct Testimony of Rick T. Link at lines 593-711.
76 PacifiCorp’s 2021 IRP, Vol. I: Chapter 9 — Modeling and Portfolio Selection Results at 274.
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In addition, in the absence of Gateway South and associated resources being
added by 2025, market reliance increased sharply and remained sharply elevated by
an average of 20 percent throughout the study period.”’

Was this increased reliance on market purchases absent Gateway South
concerning to PacifiCorp?

Yes. Leaning more heavily on the market in the near term creates real and significant
reliability risks because there may not be a counterparty willing and able to sell
energy in the volumes and at the time of need. As discussed in my direct testimony,
the Western Electricity Coordinating Council was forecasting a Western
Interconnect-wide capacity shortage during the exact time that PacifiCorp would be
relying heavily on market purchases to serve customers absent Gateway South. When
assessing the decision to move forward with Gateway South, I had serious concerns
about our ability to provide reliable service if forced to proportionately increase the
Company’s reliance on market purchases in the coming years.

When facing an imminent capacity deficit, would it have been reasonable for
PacifiCorp to simply do nothing?

No. A do-nothing strategy increases PacifiCorp’s reliance on the market, which is
subject to price volatility and very real resource adequacy concerns. If the Company
had delayed Gateway South, it would have forgone the opportunity for customers to
acquire heavily discounted resources in the near term, in exchange for greater reliance
on near-term market transactions—which may not be available—and potentially

waiting until after the expiration of production tax credits (“PTCs”) to acquire zero-

" Id. at Figure 9.17 — Increase/(Decrease) Market Purchases in the P02-MM and P02c-No GWS Portfolios; see
also Id. at 272-279.
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fuel-cost resources to meet growing energy and capacity needs, particularly in light of
what was known about PTC eligibility at the time. There were significant customer
risks associated with forgoing the opportunity to procure PTC-eligible resources and
there were significant risks associated with greater reliance on higher-cost market
transactions that may not even be available—and those risks would be borne by
customers.

Did PacifiCorp investigate the second scenario?

Yes. Mr. Vail discusses the second commitment from the Commission’s 2020 AS RFP
order, as well as two other scenarios that the Company considered when determining
whether to move forward with Gateway South. Each confirmed that Gateway South
was not only the most economically beneficial transmission strategy, yet they also
confirmed that Gateway South provided substantial reliability benefits compared to
the alternative transmission scenarios.

Given the benefits from the 2021 IRP and these alternative scenarios, has

Mr. Higgins demonstrated that Gateway South presents greater risk compared
to a next-best alternative?

No. The 2021 IRP and the economic analysis in my direct testimony, and alternative
analyses discussed above and in Mr. Vail’s testimony, demonstrate that Gateway
South was least-cost, least-risk compared to all other alternatives, including the status

quo alternative, which would result in increased reliance on the market.
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Q. Would you like to highlight any additional economic benefits from Gateway

South?

A. Yes. Gateway South will provide benefits for customers. My testimonies indicate: ’®

e Gateway South has a gross benefit of $1.965 billion, which is $128 million higher
than the gross costs over the 20-year planning horizon. These benefits include
approximately $750 million in PTC benefits, and $1.3 billion in reduced net
power costs (“NPC”).

e When adjusted for risk, the benefits of Gateway South increase to $260 million.
This is logical, because a system with more zero fuel cost resources and more
transmission to move those resources will experience lower costs than a system
without those renewable resources and transmission assets, particularly when
adverse events occur, like spikes in market prices or outages.

e These benefits are conservative. First, the $260 million customer benefits do not
include the value of renewable energy certificates generated by the associated
wind resources. Customer benefits for all scenarios would improve by
approximately $42 million for every dollar assigned to the incremental renewable
energy certificates that will be generated through 2040. Second, the $260 million
customer benefits are based on the first 16 years of operation for Gateway South.
The benefits, however, will continue to accrue over the 60-year life of Gateway
South and the 30-year life of the associated wind resources.

¢ PacifiCorp again revisited its economic analysis after construction began in June

"® E.g., Direct Testimony of Rick T. Link at 572-711.
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2022, to account for changing market dynamics.”® This analysis continued to
support the economic benefits of the resources: risk-adjusted customer benefits
amounted to $247 million in the medium natural gas and medium CO; price-
policy scenario.

e Gateway South and the interconnected wind resources will further reduce
PacifiCorp’s reliance on market purchases at a time when scarcity is becoming
more common in the West, and resource adequacy is an increasing concern.
Without Gateway South, PacifiCorp would lose all of the wind capacity that is
contingent on Gateway South and Segment D.1 for interconnection and would
therefore be forced to rely even more on market transactions.

e Gateway South will improve resource adequacy, by allowing for transfers of up to
1,700 MW from eastern Wyoming to central Utah, which will mitigate resource
adequacy risk by enabling more efficient movement of generation to load.

These justifications further support the benefit of Gateway South and underscores
that the Company’s economic analyses were conservative.
VI. CONCLUSION
Q. Does this conclude your rebuttal testimony?

Yes.

7 These included, among others: national tariff policies, global supply-chain challenges, and inflationary
pressures required that bidders secure higher prices than originally offered into the 2020AS RFP; account for
the Inflation Reduction Act, which potentially increased the value of the PTCs; incorporate impacts from the
OTR; and account for greater resource need due to several projects selected in the 2020AS RFP dropping out.
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