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I. INTRODUCTION AND QUALIFICATIONS
Please state your name, business address and present position with PacifiCorp,
dba Rocky Mountain Power (“PacifiCorp” or the “Company”).
My name is James C. Owen. My business address is 1407 West North Temple, Suite
210, Salt Lake City, Utah 84116. My title is Vice President of Environmental and
Energy Resources.
Please describe your education and professional experience.
I have a Bachelor of Science Degree in Mining Engineering, a Master of Business
Administration Degree, and a Juris Doctor Degree, all from the University of Utah. I
joined the Utah Department of Natural Resources — Division of Oil, Gas and Mining in
November 2008, and held positions of increasing responsibility within the agency,
including responsibilities for environmental permitting, enforcement of environmental
compliance, engineering design, oversight of mine reclamation bonding,
environmental program management, and legislative and policy management. I joined
PacitiCorp as Director of Environmental in February 2018. I have assumed positions
of increasing responsibility since that time and currently serve as Vice President of
Environmental and Energy Resources. My current responsibilities encompass strategic
planning, stakeholder engagement, regulatory support, support of major generation
resource additions, direct oversight of fueling strategy, management of mining
operations, and direct oversight of major environmental compliance projects.
Have you appeared as a witness in previous regulatory proceedings?
Yes. I have previously provided testimony on behalf of the Company in proceedings

before the Public Service Commission of Utah (“Commission”) and the public utility
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commissions in Wyoming, California, Idaho, and Oregon.
II. PURPOSE OF TESTIMONY
What is the purpose of your rebuttal testimony in this proceeding?
I respond to the direct testimony of Mr. Thomas A. D’ Ambrosia of Daymark Energy
Advisors, Inc., filed on behalf of the Utah Division of Public Utilities (“DPU”).
Are you presenting any exhibits with your testimony?
Yes. [ am submitting the following exhibits with my testimony:

e Confidential Exhibit RMP__ (JCO-1R)—PacifiCorp Coal Inventory Policies and
Procedures

e Confidential Exhibit RMP__ (JCO-2R)—Coal Inventory Study for PacifiCorp
Coal-Fired Power Plants in Wyoming and Utah

e Confidential Exhibit RMP__ (JCO-3R)—PacifiCorp Coal Inventory Confidential
Review of 2023 Inventory Levels with the Division of Public Utilities

e Highly Confidential Exhibit RMP__ (JCO-4R)—Division of Public Utilities Audit
of PacifiCorp’s 2023 Fuel Inventory Policies and Practices

Please summarize your rebuttal testimony.
In my testimony, I address the following issues:

= [ respond to the DPU’s recommended adjustment to coal fuel stock inventory
balances at the Jim Bridger plant;

= ] provide an update to the coal fuel stock balances for the Jim Bridger plant and the
Hunter plant in the December 2025 test year (“Test Year”);

* Finally, I address the DPU’s questions about how the Company considers an
increase in the forecasted value of coal fuel stock at the Jim Bridger plant to be

reasonable and prudent and why there are reasons and a need to maintain a certain
level of coal inventory at the Jim Bridger plant.

III. RESPONSE TO DPU
What adjustments does the DPU propose with respect to coal inventories?

DPU witness Thomas D’Ambrosia recommends that the coal inventory at the
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Company’s Jim Bridger plant be adjusted downward to account for lower levels of coal
usage after the conversion of Jim Bridger Units 1 and 2 to natural gas.! The DPU
recommends that the forecasted coal fuel stock inventory for the Test Year 2025 be
reduced to - tons from - tons for the Jim Bridger plant, as shown in
Confidential Table 1 further below.

Do you agree with Mr. D’Ambrosia that an adjustment is necessary due to the
planned conversion of two of the four units at the Jim Bridger plant?

I agree that an adjustment is necessary, however I do not agree that the coal fuel stock
inventory balance in tons and dollars proposed by Mr. D’Ambrosia reflects the
appropriate coal fuel stock level for the remaining two units of the Jim Bridger plant.
What is the Company’s proposed coal fuel stock inventory balance in tons and
dollars for the remaining two units at the Jim Bridger plant?

The Company recommends the forecasted coal fuel stock inventory for the Jim Bridger

plant to be reduced from - tons in the initial filing to - tons, which

results in a reduction of the coal fuel stock inventory balance for Jim Bridger from
S i~ the initial filing to SN

Why is this coal fuel stock inventory level appropriate?

This level is appropriate as it addresses both the changing fuel suppliers mix and a
higher risk of coal supply disruption in 2025 and going forward, as the Jim Bridger
plant will be limited to a single local coal supply source, the Bridger Coal Company

(“BCC”) surface mine. Also, the Company’s coal inventory policy requires each plant

! Direct Testimony of Thomas A. D’ Ambrosia DPU Exhibit 9.0 DIR at lines 316-318 (Oct. 17, 2024).
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to maintain a sufficient level to support its short-term and long-term fueling needs.
Confidential Table 1 compares the Company’s proposal to the DPU’s.

Confidential Table 1

The conversion of Jim Bridger Units 1 and 2 from coal to natural gas operations in
2024, does not change the plant’s coal supply or delivery risk profile in 2024 and 2025
because the Jim Bridger plant now has a higher risk of coal supply disruption in 2025
and fewer coal supply options available going forward.

Please explain why the Company expects an increased risk of coal supply
constraints at the Jim Bridger plant going forward, which justifies maintaining a
larger coal fuel stock inventory balance than proposed by Mr. D’Ambrosia.

The plant has been historically supplied by three local mines, the BCC surface mine,

the BCC underground mine, and the nearby Black Butte mine. The underground mine

4t BCC ceased aperations in 2021, and
_. This means the only local source of coal supply for

the Jim Bridger plant in 2025 will be the BCC surface mine. The Jim Bridger plant,
therefore, has a higher risk of coal supply disruption going forward with fewer coal

supply options available.
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The other available coal source for the plant is the Powder River Basin (“PRB”)
which is located approximately 550 miles away. The volume of PRB coal that the plant
can manage by rail is limited. Because the Jim Bridger plant is supplied primarily by
BCC, which is owned and operated by PacifiCorp, the Company intends to utilize
Company-owned coal resources before procuring coal from a third-party coal supplier
to meet coal inventory targets and minimize costs. This strategy is the least-risk, least-
cost fueling option and in the best interest of its customers.

The Jim Bridger coal inventory balance at the end of 2023 was well below
historical average levels due to coal supply disruptions. The coal fuel stock for the Jim

Bridger plant has increased throughout 2024 as the plant builds inventory I

_. As recently as 2023, the Jim Bridger plant generation

had to be constrained due to unreliable coal supply. The conversion of Jim Bridger
Units 1 and 2 from coal to natural gas operations in 2024 does not decrease the plant’s
coal supply risk profile in 2024 and 2025.

How does the Company maintain coal fuel stock inventory at the Jim Bridger
plant?

The Jim Bridger plant coal inventory consists of two main stockpiles located adjacent

to the plant. The total maximum permitted average coal stockpile capacity for both

PacifCorpand daho Pover is I
e

issued by the state of Wyoming Department of Environmental Quality, the Jim Bridger

plant is allowed to maintain a 12-month calendar-year average of no more than-
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tons of short-term and- tons of long-term coal inventory.

PacifiCorp maintains system and plant coal inventory target ranges which are
reviewed and evaluated periodically by the Company to determine if the ranges are
adequate to provide an economic and reliable supply of fuel to the generating stations.
These evaluations consider factors, including but not limited to: transportation
availability, coal quality, market conditions, potential disruptions, laws and regulations,
and uncertainties in weather. While the price of coal fuel is not a primary factor in
determining plant inventory levels, PacifiCorp’s internal coal inventory policies and
procedures do not preclude the Company from prudently purchasing coal from third
party coal suppliers when coal prices are economic.

PacifiCorp also employs third-party consulting groups to conduct financial
analysis and studies using complex models to aid the Company in establishing and
evaluating existing coal inventory policy and provide recommendations for achieving
coal inventory targets and limits at coal generating stations, including the Jim Bridger
plant. The most recent third-party study was performed in 2021 and is provided as
Confidential Exhibit RMP__ (JCO-2R).

The DPU also performs an annual audit of PacifiCorp’s coal inventory and
reviews the Company’s coal inventory policies and target ranges. On March 11, 2024,
the Company met with the DPU to discuss the most recent coal fuel stock inventory
policies and practices. The latest audit report, in which the DPU discussed its findings
regarding the Company’s inventory policies and ranges, was prepared and submitted to

the Commission on April 30, 2024.2 The Company’s Coal Inventory Policies and

2 Division of Public Utilities’ Audit of PacifiCorp s 2023 Fuel Inventory Policies and Practices; Docket No. 24-

035-13.
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Procedures document and the audit report from the DPU, regarding the Company’s
most recent coal fuel stock inventory policies and practices in Docket No. 24-035-13
are provided as Confidential Exhibit RMP  (JCO-1R) and Highly Confidential
Exhibit RMP _ (JCO-4R) in this proceeding.

Confidential Table 2 below provides a breakdown of the Jim Bridger plant coal
inventory targets as established in the PacifiCorp Coal Inventory Policies and

Procedures document which was provided as an exhibit to the DPU in Docket No. 24-

035-13.

Confidential Table 2

Additionally, the most recent third-party study states
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150 _”3 Confidential Table 3 below, from the 2021
DR ——
153 _ Moreover, the coal fuel stock

154 mventory at the Jim Bridger plant, as updated in this filing, 1s compliant with the coal
155 mventory levels set by the Wyoming state environmental agencies and the regulatory
156 target mandates approved by the Commission.

157 Confidential Table 3 — Jim Bridger Plant Inventory Cost Curve*

158 Q. Is the forecasted coal fuel stock inventory balance for the Test Year 2025 for the

159 Jim Bridger plant reasonable and prudent?

160 A. Yes, the Company considers the forecasted coal fuel stock inventory balance for the
161 Jim Bridger plant presented in my testimony to be reasonable and prudent. As explained
162 in detail above, the coal fuel stock inventory decreased at the Jim Bridger plant in the

3 Confidential Exhibit RMP___ (JCO-2R). p. 2.
4 Confidential Exhibit RMP___ (JCO-2R), p. 7.
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rebuttal update due to the changing fuel suppliers mix at the plant. PacifiCorp has had
to optimize deliveries from the Company’s BCC surface mine in 2024 and had to use
a significant amount of coal stored in long-term storage to meet plant generation
requirements which has considerably lowered the long-term storage stockpile levels
from the target levels.

Furthermore, as also stated in PacifiCorp’s most recent third-party study

pectormed in 2021 |

Is the Company proposing to update any other item in the coal fuel stock
inventory balance in rebuttal?

Yes. The Company proposes to update the coal fuel stock inventory balance at its
Hunter plant. Specifically, the Company has updated the 13-month average, used for
calculating PacifiCorp’s coal fuel stock inventory balance for the year 2025, from

in the initial filing to _ in the rebuttal update and from-

tons in the initial filing to - tons in the rebuttal update. These changes reflect a

5 Confidential Exhibit RMP__ (JCO-2R), p. 4.
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new amendment to the Company’s CSA with Wolverine Fuels Sales, LLC
(“Wolverine”), the Hunter/Wolverine CSA second amendment, executed on February
15, 2024.

The additional coal provided by the amended Hunter/Wolverine CSA will
increase the coal supply to the Hunter plant during 2024 and 2025 and is a key factor
in increasing the coal fuel stock inventory balance to a level that is nearer to the
recommended amount per PacifiCorp’s coal inventory policies.

According to the coal fuel stock inventory target ranges set by the PacifiCorp
Coal Inventory Policies and Procedures document, provided as Confidential Exhibit
RMP_ (JCO-1R) in this proceeding and also presented in Confidential Table 4 below,
the Hunter plant low range target level is - tons and the high range target level
is - tons. The Hunter plant coal fuel stockpile which has a capacity of -
_ was near all-time lows in 2023 with PacifiCorp’s allocated share of the
stockpile ranging between - tons and - tons due to coal shortages and
other factors beyond PacifiCorp’s control. As the Company was reviewing fuel stock
inventory balances, it became apparent that it did not include the latest information for
price and coal volumes from the Hunter/Wolverine CSA second amendment. The coal
fuel stockpile amounts in this rebuttal update include the amended Hunter/Wolverine
CSA coal delivery amounts.

Has the Company experienced any coal supply shortfall issues at the Hunter
plant?
Yes. Wolverine, Utah’s largest coal supplier and main coal supplier to the Hunter plant

had been experiencing mining, geologic and other unforeseen events since 2022, that
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208 caused disruption in the supply of coal delivered to PacifiCorp. These disruptions
209 resulted in four force majeure claims in 2022 and 2023; two at the Hunter plant and
210 two at the Huntington plant.

211
212
213
214
215
216
217
218
219
220
221
222
223
224
225
226

227

228 PacifiCorp completed an analysis which evaluated multiple potential fueling
229 alternatives and the Company chose the least-cost and least-risk option that was in the

230 best interest of its customers. To backfill the coal volume lost due to the closure of the
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Lila Canyon mine and to overcome potential harmful consequences of a disruption of
coal supply to the Hunter plant, PacifiCorp and Wolverine agreed to the second
amendment to the Hunter/Wolverine CSA. The amendment extended the agreement's
term and created an additional source of long-term, stable coal supply for the Hunter
plant, through renewed operations at the Fossil Rock mine. Consistent deliveries from
the Fossil Rock mine are planned to begin in 2025.

How did the coal supply issues at the Hunter plant effect its coal fuel stock
inventory?

As described in Confidential Exhibit RMP__ (JCO-3R) which was provided to the
DPU on March 11, 2024, coal inventory at the Utah plants (Hunter and Huntington) in
2023 was significantly below the established target levels due to various factors, most
significantly the Lila Canyon mine fire. During 2023, the Utah plants coal inventory
wa- below the target levels and on a monthly average basis, the average coal
inventory was - below the coal inventory target level. PacifiCorp’s Hunter plant
coal inventory continued to fall throughout 2023 and ended the year more than one
million tons below the low range of the target levels.

The Hunter plant is supplied under agreements with three coal companies,
Wolverine, Bronco Utah Operations, LLC, and Gentry Mountain Mining, LLC.
Throughout 2022 and 2023, each of these coal suppliers faced significant delivery
challenges and claimed force majeure. Due to the delivery shortfalls, the dispatch of
the Utah plants was adjusted in 2023 and part of 2024 to match the coal deliveries and
assure system reliability throughout the year. PacifiCorp also transported coal from the

Rock Garden safety pile to the Huntington plant until the Rock Garden inventory was
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254 completely depleted.

255 Due to the shortfalls and other issues discussed above, PacifiCorp amended the
256 Hunter and Huntington CSAs with Wolverine. The amended CSA with Wolverine for
257 the Hunter plant will create a source of long-term coal supply for the Hunter plant
258 through renewed operations at the Fossil Rock mine in Emery County, Utah, in 2025
259 and beyond. When fully operational, the Fossil Rock mine will provide up to .
260 - tons per year to the Hunter plant.

261 Confidential Table 4 below provides a breakdown of the Hunter plant,
262 Huntington plant, and Rock Garden safety pile coal inventory targets® as established in
263 the PacifiCorp Coal Inventory Policies and Procedures document which was provided
264 as an exhibit to the DPU in Docket No. 24-035-13.

265

266 Q. Please summarize your recommended updates to the coal fuel stock inventory
267 balances.

268 A The changes discussed in my testimony are summarized in Confidential Table 5
269 below, which shows the change and update to the coal fuel stock inventory balances
270 in tons and dollars for both the Jim Bridger plant and the Hunter plant on a total-

¢ Confidential Exhibit RMP__(JCO-3R), p. 9.

Page 13 — Phase I Rebuttal Testimony of James C. Owen



REDACTED

271 Company basis.

272 The Company has also provided a detailed explanation of how the change in
273 coal fuel stock inventory balance impacts the Company’s revenue requirement. Please
274 refer to the rebuttal testimony of Company witness Shelley E. McCoy for a discussion
275 of the associated revenue requirement impacts.

276 IV.  CONCLUSION

277 Q. What is your recommendation to the Commission?

278  A. The Company recommends the Commission approve the adjustments discussed in my
279 testimony as it is the most recent analysis for the coal fuel stock inventory and coal fuel
280 stock inventory balance, which is reasonable, prudent and will support the continued
281 operations of the Company’s generation assets.

282 Q. Does this conclude your rebuttal testimony?

283 A. Yes.
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