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Q. Are you the same Daniel J. MacNeil who previously submitted direct testimony in 1 

this proceeding on behalf of PacifiCorp d/b/a Rocky Mountain Power (“Rocky 2 

Mountain Power” or the “Company”)? 3 

A. Yes. 4 

I. PURPOSE AND SUMMARY OF TESTIMONY 5 

Q. What is the purpose of your rebuttal testimony? 6 

A. I respond to various issues and adjustments raised in the direct testimony of Renewable 7 

Energy Coalition (“REC”) witness Dr. Lance Kaufman. 8 

Q. Please summarize your rebuttal testimony.  9 

A.  The avoided costs proposed in the Application and direct testimony accurately reflect 10 

the approved partial displacement differential revenue requirement (“PDDRR”) 11 

methodology consistent with assumptions in the 2025 Integrated Resource Plan 12 

(“IRP”). 13 

However, recognizing that utility planning has evolved since the PDDRR 14 

methodology was last brought before the Wyoming Public Service Commission 15 

(“Commission”), I agree with part of Dr. Kaufman’s recommendation that it is 16 

reasonable to allow cost-effective proxy energy storage resources to be considered 17 

deferrable by qualifying facilities (“QFs”), and to be treated in the same manner as 18 

proxy thermal resources. This would allow energy storage resources to be deferrable 19 

by wind and solar resources only in the absence of wind or solar resources of the same 20 

type in the preferred portfolio. If approved, this would be a permanent modification to 21 

the PDDRR methodology used in Wyoming.  22 
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Second, in light of significant changes in tax law and supply chains for wind 1 

and solar resources, I provide updated avoided costs for resources that do not assume 2 

deferral of proxy resources that are eligible for production tax credits (“PTCs”). I 3 

provide this interim adjustment for the Commission’s consideration, as this assumption 4 

is being used in the development of PacifiCorp’s 2025 IRP Update, which will be filed 5 

on March 31, 2026, and at that time will supersede the assumptions in the 2025 IRP 6 

and any interim adjustments.  7 

  I also recommend the Commission reject several of Dr. Kaufman’s 8 

recommendations. The determination of the cost-effective resources included in an IRP 9 

preferred portfolio is a function of both costs and benefits, and Dr. Kaufman’s proposed 10 

resource cost changes ignore both the cost-effectiveness of the associated resource 11 

options and the availability of lower cost alternatives. For example, Dr. Kaufman’s 12 

proposed wind and solar costs are triple the assumed cost in the 2025 IRP, and no utility 13 

would procure wind and solar resources in light of such a dramatic increase without 14 

further analysis of expected benefits.  15 

Q.  Is the Commission required to account for these tax law and supply chain issues 16 

in this filing? 17 

A.  No. While I am not an attorney, I am PacifiCorp’s Public Utility Regulatory Policies 18 

Act (“PURPA”) subject matter expert in six states. Every state where PacifiCorp 19 

operates has a cadence for determining avoided costs: PacifiCorp evaluates the 20 

planning environment in the IRP process, and results from this process inform avoided 21 

costs, may take effect immediately or may take effect only after acknowledgement of 22 

the IRP or other Commission action. A lag between the lockdown of assumptions used 23 
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to develop the IRP and filing is inevitable. Additional lag between filing and a 1 

Commission decision can also be necessary to allow for adequate review. It is often the 2 

case that where IRP assumptions diverge from more current avoided cost estimates, 3 

those issues are raised in the relevant avoided cost proceeding, and each Commission 4 

has the discretion whether to consider those issues or not. I am not aware of any 5 

Commission where PacifiCorp operates that requires avoided cost updates between the 6 

filings of IRPs or IRP Updates to account for every change in the planning 7 

environment.  8 

Q.  Are PacifiCorp’s alternative proposals in this proceeding based on a 9 

comprehensive evaluation of the planning environment? 10 

A.  No. The IRP process is PacifiCorp’s most comprehensive evaluation of the planning 11 

environment. The alternative proposals discussed below only analyze several discrete 12 

planning assumptions, not PacifiCorp’s entire preferred portfolio. These alternative 13 

proposals—like Dr. Kaufman’s—are necessarily imperfect compared to analyses from 14 

the IRP process.  15 

Q.  Could the Commission decline to consider any of your alternative proposals, and 16 

instead address them in PacifiCorp’s 2026 avoided cost filing? 17 

A. Yes. The Commission could decline to consider these interim proposals, and instead 18 

address each in PacifiCorp’s 2026 avoided cost update. PacifiCorp is well underway 19 

with the 2025 IRP Update process, which will be filed on March 31, 2026. This 20 

comprehensive reanalysis of the planning environment will then be used to update 21 

Wyoming Schedule 37 avoided costs. As a result, the Commission’s review of a few 22 

discrete avoided cost assumptions in this proceeding would be rendered moot by 23 
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PacifiCorp’s in-depth consideration of these similar assumptions in the 2026 Schedule 1 

37 update filing.  2 

Q.  What is your recommendation for the Commission? 3 

A.  The Commission could consider my modest proposals below as an interim “bridge” 4 

between PacifiCorp’s initial proposals in this proceeding, and Schedule 37 avoided 5 

costs as a result of the 2025 IRP Update. Alternatively, the Commission could simply 6 

adopt my initial proposal, understanding that the “step” between annual Schedule 37 7 

avoided cost filings each year is a reasonable and typical approach to avoided costs 8 

across the West. Comparisons between the Company’s rebuttal proposal and the 9 

Company’s direct filing and current approved Schedule 37 rates are provided in Table 10 

1 and Table 2. While the rebuttal avoided costs are generally higher than what was 11 

initially proposed for all resources types, the rebuttal avoided costs generally remain 12 

below current approved rates. 13 
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Table 1: Comparison of Base Load and Wind Avoided Costs 1 

 

BASE LOAD WIND  

Rebuttal Direct Current
 Rebuttal vs. 

Direct 
 Rebuttal vs. 

Current Rebuttal Direct Current
 Rebuttal vs. 

Direct 
 Rebuttal vs. 

Current 
Year ($/MWH) ($/MWH) ($/MWH) ($/MWH) ($/MWH) ($/MWH) ($/MWH) ($/MWH) ($/MWH) ($/MWH)

(a) (b) (c) (d) (e) (f) (g) (h) (i) (j)
(a) - (b) (a) - (c) (f) - (g) (f) - (h)

2026 $26.56 $26.56 $22.53 - $4.03 $15.97 $15.97 $11.93 - $4.05
2027 $26.19 $26.19 $22.76 - $3.43 $16.23 $16.23 $13.23 - $3.01
2028 $30.15 $30.15 $33.05 - ($2.91) $20.43 $20.43 $27.48 - ($7.05)
2029 $41.62 $34.19 $38.44 $7.43 $3.18 $23.88 $13.53 $32.01 $10.34 ($8.14)
2030 $41.48 $34.56 $40.82 $6.92 $0.66 $25.50 $14.13 $44.32 $11.37 ($18.81)
2031 $37.17 $34.22 $42.11 $2.95 ($4.93) $24.77 $10.84 $46.51 $13.92 ($21.74)
2032 $36.31 $33.10 $45.02 $3.21 ($8.71) $21.83 $11.17 $47.78 $10.65 ($25.95)
2033 $37.49 $32.97 $46.71 $4.52 ($9.21) $23.83 $11.77 $49.67 $12.06 ($25.84)
2034 $38.52 $33.76 $46.31 $4.75 ($7.80) $21.17 $14.72 $49.60 $6.45 ($28.43)
2035 $40.16 $33.21 $48.76 $6.95 ($8.61) $24.94 $13.63 $50.17 $11.30 ($25.24)
2036 $42.79 $34.34 $49.89 $8.45 ($7.10) $28.02 $12.79 $50.98 $15.22 ($22.96)
2037 $44.75 $35.90 $50.93 $8.86 ($6.18) $25.99 $15.49 $52.19 $10.49 ($26.20)
2038 $46.79 $37.70 $52.00 $9.09 ($5.22) $30.03 $14.45 $53.29 $15.58 ($23.25)
2039 $47.26 $38.97 $53.10 $8.29 ($5.83) $28.85 $12.73 $54.40 $16.12 ($25.55)
2040 $47.77 $42.40 $54.21 $5.37 ($6.44) $25.57 $12.02 $55.55 $13.54 ($29.98)
2041 $52.24 $46.30 $55.35 (x) $5.94 ($3.11) $41.11 $20.58 $56.72 (x) $20.53 ($15.60)
2042 $65.39 $47.92 $56.51 (x) $17.47 $8.88 $38.56 $18.85 $57.91 (x) $19.71 ($19.35)
2043 $68.05 $56.17 $57.70 (x) $11.88 $10.35 $48.02 $18.25 $59.13 (x) $29.77 ($11.11)
2044 $70.84 $52.62 $58.91 (x) $18.23 $11.93 $52.95 $9.25 $60.37 (x) $43.69 ($7.42)
2045 $72.39 $53.77 $60.15 (x) $18.62 $12.24 $54.10 $9.25 $61.64 (x) $44.85 ($7.54)
2046 $73.97 (x) $54.94 (x) $61.41 (x) $19.03 $12.56 $55.28 (x) $9.25 (x) $62.94 (x) $46.03 ($7.66)

(x) Extrapolated
15 Year (2026 to 2040) Levelized Prices (Nominal) @ 6.38% Discount Rate
$/MWH $37.42 $32.94 $40.61 $4.47 ($3.19) $22.93 $14.29 $39.20 $8.64 ($16.27)

15 Year (2027 to 2041) Levelized Prices (Nominal) @ 6.38% Discount Rate
$/MWH $39.18 $34.17 $43.14 $5.01 ($3.95) $24.42 $14.37 $42.81 $10.05 ($18.39)
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Table 2: Comparison of Fixed and Tracking Solar Avoided Costs 1 

 

II. PARTIAL DISPLACEMENT DIFFERENTIAL REVENUE REQUIREMENT 2 

METHODOLOGY 3 

Q. What is the essential premise of the PDDRR methodology? 4 

A. Customer indifference. The Company’s IRP (or IRP Update) preferred portfolio is a 5 

forecast of the evolving mix of resources that are expected to be used to serve customers 6 

in future years. The preferred portfolio is optimized to reduce both cost and risk, such 7 

that the resources selected within it provide benefits that outweigh their costs, relative 8 

to other possible alternatives. By deliberately exchanging preferred portfolio resources 9 

for potential QF resources, the PDDRR methodology attempts to retain that balance of 10 

costs and benefits, so that customers are neither harmed nor unfairly benefited by QF 11 

SOLAR FIXED SOLAR TRACKING

Rebuttal Direct Current
 Rebuttal vs. 

Direct 
 Rebuttal vs. 

Current Rebuttal Direct Current
 Rebuttal vs. 

Direct 
 Rebuttal vs. 

Current 
Year ($/MWH) ($/MWH) ($/MWH) ($/MWH) ($/MWH) ($/MWH) ($/MWH) ($/MWH) ($/MWH) ($/MWH)

(a) (b) (c) (d) (e) (f) (g) (h) (i) (j)
(a) - (b) (a) - (c) (f) - (g) (f) - (h)

2026 $14.84 $14.84 $17.34 - ($2.50) $16.99 $16.99 $18.78 - ($1.79)
2027 $14.37 $14.37 $17.57 - ($3.19) $17.81 $17.81 $19.06 - ($1.25)
2028 $19.27 $19.27 $24.63 - ($5.37) $21.84 $21.84 $26.04 - ($4.20)
2029 $24.81 $24.81 $29.47 - ($4.66) $24.50 $24.50 $30.70 - ($6.20)
2030 $21.36 $21.37 $40.62 - ($19.25) $22.31 $22.31 $45.10 - ($22.78)
2031 $15.65 $18.30 $42.49 ($2.66) ($26.85) $20.19 $14.01 $47.16 $6.18 ($26.97)
2032 $14.28 $9.62 $43.33 $4.66 ($29.05) $13.26 $10.72 $47.83 $2.54 ($34.57)
2033 $10.11 $9.45 $39.92 $0.65 ($29.81) $16.75 $12.45 $44.48 $4.30 ($27.73)
2034 $8.50 $7.54 $41.61 $0.96 ($33.11) $12.53 $12.85 $46.65 ($0.32) ($34.13)
2035 $15.50 $4.45 $42.40 $11.06 ($26.89) $11.53 $15.38 $47.52 ($3.85) ($35.99)
2036 $11.85 $15.29 $45.95 ($3.45) ($34.11) $17.68 $12.24 $51.36 $5.44 ($33.68)
2037 $18.83 $17.28 $47.00 $1.54 ($28.17) $20.23 $18.65 $52.53 $1.58 ($32.30)
2038 $19.75 $22.43 $47.99 ($2.68) ($28.24) $24.02 $16.77 $53.64 $7.25 ($29.62)
2039 $17.76 $9.46 $48.99 $8.30 ($31.23) $23.61 $13.39 $54.76 $10.22 ($31.15)
2040 $12.73 $9.46 $50.02 $3.27 ($37.29) $16.33 $7.72 $55.91 $8.62 ($39.58)
2041 $34.83 $9.46 $51.07 (x) $25.37 ($16.24) $26.86 $21.58 $57.09 (x) $5.28 ($30.23)
2042 $29.13 $16.92 $52.15 (x) $12.21 ($23.01) $32.31 $15.93 $58.29 (x) $16.39 ($25.97)
2043 $44.82 $35.52 $53.24 (x) $9.30 ($8.43) $45.80 $17.47 $59.51 (x) $28.33 ($13.71)
2044 $22.63 $8.71 $54.36 (x) $13.91 ($31.73) $29.13 $5.90 $60.76 (x) $23.23 ($31.63)
2045 $22.63 $8.71 $55.50 (x) $13.91 ($32.88) $29.77 $5.90 $62.04 (x) $23.87 ($32.27)
2046 $22.63 (x) $8.71 (x) $56.67 (x) $13.92 ($34.04) $30.42 (x) $5.90 (x) $63.34 (x) $24.52 ($32.92)

(x) Extrapolated
15 Year (2026 to 2040) Levelized Prices (Nominal) @ 6.38% Discount Rate
$/MWH $16.20 $15.07 $36.00 $1.13 ($19.80) $18.70 $16.52 $39.72 $2.19 ($21.02)

15 Year (2027 to 2041) Levelized Prices (Nominal) @ 6.38% Discount Rate
$/MWH $17.12 $14.86 $38.59 $2.26 ($21.48) $19.23 $16.68 $42.66 $2.55 ($23.43)
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pricing. 1 

Q. Are the proposals made by REC consistent with procurement of cost-effective 2 

resources by the Company? 3 

A. No. Four of REC’s proposed modifications to the PDDRR methodology would increase 4 

payments to QFs (and costs to retail customers) without accounting for the costs or 5 

benefits customers would be anticipated to receive from these modifications.1  6 

For example, REC would compensate QFs based on rapidly escalating fixed 7 

costs for a simple cycle combustion turbine (“SCCT”), without accounting for the 8 

dispatch benefits an SCCT resource would provide, whether Wyoming customers have 9 

a need for capacity resources, and whether lower cost capacity alternatives exist. 10 

Similarly, REC would compensate wind and solar QFs based on forecasted costs for 11 

these resources that include new tariffs and exclude PTCs, but without considering 12 

whether wind and solar resources would continue to be cost-effective in light of 13 

sizeable cost increases. 14 

REC’s proposals result in a material increase in avoided costs compared to my 15 

initial proposals, and even my alternative recommendations discussed below. I do not 16 

believe that, if adopted, these rates would reasonably reflect PacifiCorp’s avoided 17 

costs. 18 

Q. Are preferred portfolio resources a perfect match for QF resources? 19 

A. No. The value of a resource is dependent on its operating characteristics, its expected 20 

output, and its location—as well as the operating characteristics, expected output, and 21 

location of the rest of the resources in the portfolio along with the Company’s loads. 22 

 
1 REC/200 Kaufman 2-3, Proposals 2, 4, 5, and 6. 
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An individual QF, or QFs in aggregate, will not correspond to the capabilities or 1 

expected output of preferred portfolio resources. It is thus important to measure and 2 

account for these differences to ensure a better like-for-like comparison. 3 

Q. How does the PDDRR methodology account for differences between QFs and 4 

preferred portfolio resources?  5 

A. The PDDRR methodology starts with the 2025 IRP preferred portfolio, and a 6 

production cost model run evaluates the cost of serving load with that resource mix. 7 

Next, a preferred portfolio resource is displaced based on the capacity contribution of 8 

a QF. Capacity contribution is a measure of a resource’s availability during conditions 9 

that are important to reliability, in which the preferred portfolio resources may be 10 

insufficient to meet load based on stochastic analysis that captures a range of possible 11 

future conditions, beyond expected or normal values. When a preferred portfolio 12 

resource is removed (or displaced by a QF), its assumed costs are removed, along with 13 

its benefits, including its contribution to reliability, as well as its contributions to 14 

serving load in all hours it would have been generating. In its place, a QF is added 15 

which is estimated to provide reliability benefits that are equivalent to those of the 16 

preferred portfolio resource that was removed, and which has its own unique generation 17 

benefits. In every hour, the addition of the QF will impact production cost results due 18 

to differences in resource location and generation output. 19 

Q.  How is REC’s proposal inconsistent with the PDDRR? 20 

A.  REC’s proposals fail to account for the benefits and costs of its material changes in 21 

assumptions. As a result, if the Commission adopts any of REC’s recommendations, it 22 

must direct PacifiCorp to account for these resulting costs and benefits, or lack thereof, 23 
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of each of REC’s recommendations in a subsequent compliance filing to ensure 1 

customer indifference. 2 

III. SOLAR AND WIND RESOURCE COST IMPACTS 3 

Q. What modifications to solar and wind resource costs does REC propose? 4 

A. REC proposes that the value of PTCs assumed in the 2025 IRP be removed for the 5 

purpose of calculating avoided costs.2 In addition, REC proposes increases in wind and 6 

solar construction costs relative to what was assumed in the 2025 IRP, based on the 7 

impact of changes to import tariffs.3 8 

Q. Did REC identify the impact of its proposed changes on solar and wind resource 9 

costs? 10 

A. No. 11 

Q. Please summarize the estimated impact of REC’s proposed changes to wind 12 

resource costs. 13 

A. On a nominal-levelized basis the 2029 Wyoming wind resource included in the 2025 14 

IRP preferred portfolio had a cost of $15 per megawatt-hour (“MWh”) over its 15 

projected thirty-year life. Without PTCs, the nominal-levelized cost from the 2025 IRP 16 

would have been $43/MWh, an increase of 189 percent. Assuming REC’s proposed 17 

seven percent cost increase only applies to construction costs and not ongoing fixed 18 

operation and maintenance (“FOM”) costs, it results in a nominal-levelized cost of 19 

$45/MWh, which is an additional increase of five percent. REC’s resulting wind 20 

resource cost is approximately three times greater than what PacifiCorp assumed in the 21 

2025 IRP.  22 

 
2 REC/200 Kaufman/25. 
3 REC/200 Kaufman/26. 
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Q. Please summarize the impact of REC’s proposed changes to solar resource costs. 1 

A. On a nominal-levelized basis the 2031 Wyoming solar resource included in the 2025 2 

IRP preferred portfolio had a cost of $16/MWh over its projected twenty-five-year life. 3 

In the absence of PTCs, the nominal-levelized cost from the 2025 IRP would have been 4 

$47/MWh, an increase of 195 percent. Again, assuming REC’s proposed 15 percent 5 

cost increase only applies to construction costs and not ongoing FOM costs, it results 6 

in a nominal-levelized cost of $52/MWh, which is an additional increase of 11 percent. 7 

REC’s resulting solar resource cost is approximately 3.3 times greater than what 8 

PacifiCorp assumed in the 2025 IRP. 9 

Q.  Are REC’s recommendations a reasonable reflection of PacifiCorp’s avoided 10 

costs for the capacity and energy provided by wind and solar resources? 11 

A.  No. The Company is not obligated to procure resources to match the type and timing 12 

of the selections included in the preferred portfolio, regardless of costs. 13 

  While the resources in the IRP preferred portfolio represent the best information 14 

based on the inputs used at the time, the Company’s actual procurement identifies the 15 

best options from among available alternatives, based on the best information when 16 

procurement is under way. Actual procurement decisions are based on actual offers, 17 

not assumed costs in an IRP, and are based on the expected cost-effectiveness of that 18 

offer, not the inclusion of a particular technology in the preferred portfolio. 19 

Q. If PacifiCorp faced a projected resource cost that was three times its initial 20 

projection, would it reconsider procuring resources of that type? 21 

A. Yes. 22 
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Q. Are wind and solar resources likely to be cost-effective in the absence of PTCs and 1 

with the cost increases proposed by REC? 2 

A. Not in the near term in Wyoming. The PDDRR methodology is predicated on resources 3 

identified in the preferred portfolio being cost-effective. To evaluate whether these 4 

resources continue to be cost-effective in the absence of PTCs, PacifiCorp prepared 5 

wind and solar avoided cost estimates without assuming any deferral of proxy 6 

resources, removing the need to consider the PTC and construction cost implications 7 

of these resources. A comparison of these “No Deferral” results to REC’s proposal and 8 

the Company’s initial filing is shown for a Schedule 37 wind QF in Figure 1 and for a 9 

Schedule 37 tracking solar QF in Figure 2. 10 

Figure 1: Wind Avoided Cost Proposals 11 
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Q. What does Figure 1 indicate about the cost-effectiveness of wind resources in the 1 

absence of PTCs and with increased construction costs? 2 

A. Wind resources are unlikely to be cost-effective in the absence of PTCs and with REC’s 3 

recommended construction cost increase. While the value of wind approaches or 4 

exceeds REC’s proposed cost after 2040, it would be more economic to wait until closer 5 

to that time before procuring a wind resource. In addition, wind resource construction 6 

costs were projected to increase (though by less than inflation) in the 2025 IRP, such 7 

that a wind resource in 2042 would have a nominal construction cost that is roughly 13 8 

percent higher than in 2029, so wind resources might not be economic by that point. 9 

Q. How do the “No Deferral” wind avoided costs compare to PacifiCorp’s initial 10 

filing? 11 

A. For a fifteen-year QF contract starting in 2027, the No Deferral wind avoided cost result 12 

is 69 percent higher than PacifiCorp’s filed avoided cost that included assumed PTC 13 

benefits.  14 
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Figure 2: Solar Avoided Cost Proposals 1 

 

Q. What does Figure 2 indicate about the cost-effectiveness of solar resources in the 2 

absence of PTCs and with increased construction costs? 3 

A. Solar resources are unlikely to be cost-effective in the absence of PTCs and with REC’s 4 

recommended construction cost increase. While the value of solar approaches REC’s 5 

proposed cost in 2043, it would be more economic to wait until closer to that time 6 

before procuring a solar resource. Solar resource construction costs were projected to 7 

decline through time on a nominal basis in the 2025 IRP, such that a solar resource in 8 

2042 would have a nominal construction cost that is roughly 11 percent lower than in 9 

2031, so solar resources might be more economic by that point. 10 

Q. How do the “No Deferral” tracking solar avoided costs compare to PacifiCorp’s 11 

initial filing? 12 

A. For a fifteen-year QF contract starting in 2027, the No Deferral tracking solar avoided 13 
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cost result is 15 percent higher than the filed avoided cost that included assumed PTC 1 

benefits. 2 

Q. Why do “No Deferral” avoided costs jump near the end of the study horizon? 3 

A. There are several drivers. First, PacifiCorp has power purchase agreements (“PPAs”) 4 

for 300 megawatts (“MW”) of wind resources in eastern Wyoming that expire at the 5 

end of 2040, resulting in lower congestion and higher value for resources in this area. 6 

Second, the 2025 IRP preferred portfolio includes 12 years of tax credits for carbon 7 

capture and sequestration (“CCS”) on Jim Bridger units 3 and 4 which expire at the end 8 

of 2041. While it is eligible for tax credits, these Jim Bridger units operate as much as 9 

possible, as the tax credits more than pay for the hourly operating cost. In 2042, when 10 

tax credits have expired, the marginal dispatch cost of these units becomes positive, 11 

resulting in higher avoided costs. Finally, in 2043 both Jim Bridger unit 3 and 4 (with 12 

their associated CCS equipment) were projected to retire in the 2025 IRP preferred 13 

portfolio, as was Naughton unit 1 (which converted to natural gas in 2026). Avoided 14 

costs are higher as a result of these resources being removed. 15 

Q. REC suggests that wind and solar resources are given “greater avoided cost 16 

consideration than baseload QF resources” because they are compensated based 17 

on fixed costs, whereas baseload resources are not. Do you agree? 18 

A. No. Avoided costs should be no greater than what customers would pay for comparable 19 

capacity and energy, and the most comparable proxy resource is a resource of the same 20 

technology type, in close geographic proximity. Under the PDDRR methodology, a 21 

proxy wind or solar resource included in the IRP preferred portfolio places a cap on the 22 

permissible avoided cost price, based on resource costs. Avoided costs that are not 23 
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based on the most cost-effective resource options would be overstated, as customers 1 

could receive those same benefits at a lower price. As shown in Figures 1 and 2, if wind 2 

and solar resources were still projected to be available with PTCs, avoided costs should 3 

not exceed the originally filed values, even if those resource additions were providing 4 

greater system benefits consistent with the “No Deferral” line on the chart. The 5 

Company always seeks the most cost-effective alternatives, using the best information 6 

at the time of procurement, and must pivot to lower-cost alternatives as they become 7 

available. It is appropriate for the PDDRR methodology to reflect the lowest-cost 8 

available alternatives as well. 9 

IV. LONG-TERM CAPACITY RESOURCE DEFERRAL OPTIONS 10 

Q. What types of long-term resources does REC propose should be deferrable under 11 

the PDDRR methodology? 12 

A. REC proposes that baseload QFs be eligible to defer any baseload or storage resource, 13 

including existing units that are repowered and, potentially, contracted resources that 14 

have not been disclosed.4 15 

Q. What is the key feature of proxy resources identified in an IRP preferred portfolio 16 

that are eligible for deferral under the PDDRR methodology? 17 

A. The basic premise of “resource deferral” is that a resource addition could be pushed 18 

out to a future date, allowing the Company to forgo the associated expenditures until 19 

some future period. In the interim, a QF’s compensation can reflect the costs that would 20 

otherwise have been spent. 21 

 

 
4 REC/200 Kaufman/2, 13. 
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Q. Can the Company defer expenditures associated with the conversion of Naughton 1 

units 1 and 2 to natural gas to future years? 2 

A. No. The conversion of Naughton units 1 and 2 to natural gas is already underway and 3 

is projected to be complete ahead of the 2026 summer peak load season. Any future 4 

QF contract cannot impact what has already been expended or committed. 5 

Q. Can the Company defer expenditures associated with the conversion of Dave 6 

Johnston units 1 and 2 to natural gas to future years? 7 

A. No. Because natural gas conversion is not scheduled for three years, PacifiCorp has not 8 

yet fully committed to modifying these units. However, the date of the conversion 9 

reflects federal emissions compliance requirements related to effluent limitation 10 

guidelines (“ELG”), so the timing is not subject to the Company’s discretion and it 11 

cannot choose to defer the conversion to a future year and continue to operate as a coal-12 

fired resource in the interim. While the Company could theoretically cease coal-fired 13 

operation and mothball the facility pending a natural gas conversion at a later date, 14 

ensuring the facility remains functional in the interim would require maintaining a 15 

workforce, and much of the fixed costs of operating and maintaining the facility would 16 

continue regardless of whether it was actually capable of operating. It is unreasonable 17 

for QF pricing to be based on cost savings that cannot be achieved in practice.  18 

Q. Do the natural gas conversions at Naughton and Dave Johnston involve 19 

substantially the same equipment as a new SCCT? 20 

A. No. Most of the existing facilities are retained for these natural gas conversions, other 21 

than equipment specific to fuel handling. The primary new equipment required as part 22 

of the conversion is a natural gas pipeline lateral, internal natural gas piping to the 23 
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existing boiler, and natural gas fuel nozzles. This replaces coal fuel handling equipment 1 

that was previously used to deliver pulverized coal to the boiler. The rest of the plant 2 

operations are largely left intact. In contrast, an all-new SCCT involves natural gas fuel 3 

handling requirements of a natural gas conversion, plus a variety of other elements 4 

including site preparation and a building envelope, a combustion turbine, exhaust 5 

systems, electrical generator, and step-up transformers to reach grid voltage, with the 6 

extra equipment resulting in higher costs. 7 

Q. Should the contract for the Kemmerer Unit 1 (“KU1”) nuclear facility, based on 8 

TerraPower’s NatriumTM technology be deferrable? 9 

A. No. While the details are confidential, the Company’s application seeking approval of 10 

the KU1 project and PPA states “The PPA is projected to reduce net power costs for 11 

the system. Its pricing structure provides comprehensive financial protection for 12 

customers and ensures optimal value regardless of market conditions. . . . The PPA 13 

incorporates comprehensive risk mitigation strategies.”5 Notwithstanding the contract 14 

has already been executed, its pricing and risk mitigation terms cannot be viewed 15 

independently of the overall contract and are not suitable for determining avoided costs. 16 

Q. Does the Company support any changes to long-term resources deferral under the 17 

PDDRR methodology? 18 

A. Yes. The Company is open to modifying the PDDRR methodology to treat energy 19 

storage resources in the same manner as thermal resources, such that the next cost-20 

effective, deferrable thermal or storage resource included in the preferred portfolio 21 

would be deferred by baseload QFs. 22 

 
5 In re Rocky Mountain Power’s Natrium Significant Energy Resource Waiver, Application at 9, Docket No. 
20000-696-EA-25 (Record No. 17991). 
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Q. Has the Company previously procured any cost-effective utility-scale storage 1 

resources? 2 

A. Yes. The following contracted storage resources have either recently achieved 3 

commercial operation or are scheduled to be operational this year: 4 

• Green River Solar and Storage (400 MW solar, 400 MW battery storage with 5 

four-hour duration) is a project that was originally part of the final shortlist in the 6 

2020 All-Source Request for Proposals. An amendment to the contract expanded 7 

the battery from 200 MW with two-hour duration to 400 MW with four-hour 8 

duration. 9 

• Dominguez Grid (200 MW battery storage with four-hour duration) is a stand-10 

alone energy storage resource.  11 

• Enterprise/Escalante/Granite Mountain East/Iron Springs Storage: each of 12 

these contracts is an 80 MW battery storage resource with four-hour duration. 13 

Battery storage is being added at existing solar resources and will rely on surplus 14 

interconnection. A surplus interconnection allows for resources to be added at any 15 

existing interconnection location so long as the total output to the grid at any one 16 

time is kept within the existing interconnection capacity. 17 

Q. Would these contracted storage resources be deferrable? 18 

A. No. As signed contracts, these resources would no longer be considered deferrable. 19 

Only projected resource additions that have not been contracted can be considered for 20 

deferral. 21 
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Q. Are there any important caveats for identifying cost-effective proxy resources, 1 

including energy storage, in the 2025 IRP preferred portfolio? 2 

A. Yes. Because the Company’s Oregon and Washington jurisdictions have extensive 3 

clean energy compliance requirements, including statutory requirements to exit from 4 

coal-fired resources no later than the end of 2029, many resources in the overall 5 

preferred portfolio are specific to the needs of these jurisdictions. In particular, 6 

compliance with the requirements of these jurisdictions generally involves higher costs 7 

because of restrictions on allowed technologies and required levels of non-emitting 8 

energy production. Because the costs and benefits of Wyoming QFs are allocated to 9 

Wyoming retail customers, none of the capacity or clean energy benefits associated 10 

with a Wyoming QF would accrue to the Oregon or Washington jurisdictions. At the 11 

same time, it is not appropriate for Wyoming customers to incur additional costs 12 

procuring resources based on compliance requirements that do not apply to them. To 13 

the extent such resources have incremental costs relative to other alternatives, they 14 

would not be cost-effective. For the 2025 IRP, cost-effective resource selections for the 15 

Utah/Idaho/Wyoming/California (“UIWC”) jurisdiction do not include clean energy 16 

compliance requirements, and each resource in the 2025 IRP preferred portfolio was 17 

specifically designated for UIWC, Oregon, or Washington.6 18 

Q. Were any proxy energy storage resources selected for the UIWC jurisdiction in 19 

the 2025 IRP? 20 

A. Yes. The 2025 IRP preferred portfolio includes 27 MW of four-hour lithium ion battery 21 

storage in 2029, as well as large quantities of energy storage in 2042 and beyond, 22 

 
6 PacifiCorp’s 2025 IRP. (Chapter 9 – Modeling and Portfolio Selection Results) Table 9.11. 
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including a small quantity of 100-hour iron-air battery storage. 1 

Q. What is the key driver behind the absence of any energy storage or natural gas 2 

resources allocated to the UIWC jurisdiction between 2029 and 2042? 3 

A. PacifiCorp’s Oregon jurisdiction will be exiting coal-fired generation by the end of 4 

2029, and to meet its state clean energy compliance requirements it was projected to 5 

exit natural gas-fired generation by the end of 2039. The portion of existing resources 6 

that is no longer allocated to Oregon (or Washington) is assumed to be allocated to the 7 

UIWC jurisdiction, resulting in a reduced capacity need for all of those states. Oregon 8 

and Washington selections must meet capacity requirements through time, so they 9 

include non-emitting resource additions to replace the coal and natural gas-fired 10 

resources they exit. 11 

Q. Have you prepared baseload QF pricing based on the deferral of battery storage? 12 

A. Yes. The baseload QF is modeled with a 100 percent capacity factor in all hours, so it 13 

has a 100 percent capacity contribution. The capacity contribution for energy-limited 14 

resources is based on their duration.7 Over the 2025 IRP horizon, the capacity 15 

contribution of four-hour storage is approximately 74 percent, so approximately 13.6 16 

MW of four-hour storage is required to provide capacity equivalent to the 10 MW 17 

baseload QF. A comparison of these “Battery Deferral” results to REC’s proposal and 18 

the Company’s initial filing is shown for a Schedule 37 baseload QF in Figure 3. 19 

 
7 PacifiCorp’s 2025 IRP. Volume II (Appendix K – Capacity Contribution) Figure K.1. 
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Figure 3: Baseload Avoided Cost Proposals 1 

 

Q. Why does the deferral of proxy battery resources from the 2025 IRP have a 2 

significantly smaller impact than REC’s proposal? 3 

A. First, proxy battery resources were projected to qualify for investment tax credits 4 

(“ITCs”), which significantly reduces their cost. Second, consistent with the PDDRR 5 

methodology, the avoided fixed costs associated with the battery are net of the lost 6 

benefits that resource would have provided. For instance, battery storage can provide 7 

savings when it charges by helping to avoid the curtailment of renewable resources. In 8 

contrast, the addition of a baseload QF in those hours causes additional curtailment of 9 

renewable resources. REC’s proposal did not account for the dispatch benefits of an 10 

SCCT, only the fixed costs. 11 
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Q. Were the proxy energy storage resources selected for the UIWC jurisdiction in 1 

the 2025 IRP assumed to be eligible for ITCs? 2 

A. Yes. ITCs were assumed to continue indefinitely in the 2025 IRP. 3 

Q. Will new energy storage resources continue to be eligible for ITCs, as assumed in 4 

the 2025 IRP? 5 

A. Yes, but only for resources that begin construction by the end of 2032. With a four-6 

year construction window, this could allow for a commercial operation date as late as 7 

12/31/2036, which would be reported as 2037 in the IRP. This assumption is reflected 8 

in the Company’s 2025 IRP Update. To the extent energy storage resources in 2042 9 

will not be eligible for ITCs, they might not be cost-effective. 10 

Q. Are there any other key factors that impact the cost-effectiveness of energy 11 

storage? 12 

A. The presence of significant quantities of PTC-eligible generators can result in hours 13 

with an excess supply of negatively-priced generation. Storage resources provide a 14 

benefit by charging during negatively-priced intervals, in addition to discharging 15 

during valuable intervals. If new wind and solar generation is no longer eligible for 16 

PTCs, it will have a curtailment cost of zero, resulting in fewer negatively-priced 17 

intervals and diminished savings from charging energy storage. This could result in 18 

natural gas resources becoming more valuable than energy storage resources. 19 

Q. What is the impact if avoided costs are set using a particular proxy resource even 20 

though a more cost-effective resource is available? 21 

A. Avoided costs based on a less cost-effective resource option would be overstated. 22 

Under the PDDRR methodology, avoided fixed costs are netted against the benefits 23 
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that a displaced resource provides. If the proxy resource’s benefits diminish, the net 1 

cost would increase, resulting in a higher avoided cost. Similarly, if an alternative proxy 2 

resource provides greater benefits relative to its costs, avoided costs would be reduced. 3 

Q. Will the Company be comprehensively updating the selection of cost-effective 4 

long-term resources in the near future? 5 

A. Yes. PacifiCorp’s 2025 IRP Update will be filed March 31, 2026, and will include a 6 

preferred portfolio with optimized resource selections that reflect the recent changes in 7 

tax law, including both direct impacts on individual resources and indirect impacts on 8 

the rest of the portfolio as the optimized resource mix evolves. 9 

V. SHORT-TERM CAPACITY RESOURCE DEFERRAL OPTIONS 10 

Q. What is REC’s proposal for short-term capacity resources under the PDDRR 11 

methodology? 12 

A. REC proposes that uncommitted market purchases be deferrable and that the fixed costs 13 

of a SCCT be included in the avoided cost. 14 

Q. Have uncommitted market purchases ever been considered deferrable under the 15 

PDDRR methodology? 16 

A. Yes. Prior to the 2025 IRP, each IRP or IRP Update identified specific quantities of 17 

Front Office Transactions (“FOTs”) for each year of the IRP study. In the years prior 18 

to deferral of a thermal or renewable resource, all QFs were assumed to defer FOTs 19 

consistent with their capacity contribution. 20 

Q. Did the 2025 IRP identify FOT quantities? 21 

A. Not in the same way as in the past. In order to cover requirements in years before proxy 22 

resource options were available for selection, the 2025 IRP identified short-term 23 
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purchases as part of the load and resource balance in the first three years through 2027. 1 

Thereafter, the 2025 IRP did not allow FOTs to be included in the load and resource 2 

balance, as the standard market products (like heavy load hour blocks) did not 3 

automatically qualify for Western Resource Adequacy Program (“WRAP”) 4 

compliance and it was unclear what structure or cost would be applicable to WRAP-5 

compliant market products. Given the uncertainty around WRAP-compliant market 6 

products, the modeling for the 2025 IRP relied on long-term resources to meet capacity 7 

requirements by 2028, the first year of binding WRAP-compliance requirements. 8 

Q. Is PacifiCorp likely to participate in binding WRAP operations? 9 

A. No. PacifiCorp provided a two-year notice that it was exiting WRAP on October 30, 10 

2025, ahead of the start of binding compliance in November 2027.8 11 

Q. Did other utilities provide exit notice to WRAP ahead of the start of binding 12 

compliance? 13 

A. Yes. Utilities that provided exit notice included Portland General Electric and NV 14 

Energy, among others.9 15 

Q. Why was it critical to exit WRAP before binding compliance begins? 16 

A. WRAP participants who are short of resources on a forward basis incur a penalty based 17 

on the fixed cost of an SCCT, as noted by REC.10 In return, WRAP participants get the 18 

opportunity to purchase any excess supply available from other WRAP participants, 19 

should any be available, priced based on the daily market index. As a result, such a 20 

 
8 PacifiCorp’s WRAP Withdrawal Letter. October 30, 2025. Available at: 
https://www.westernpowerpool.org/private-media/documents/WRAP_Withdrawal_Letter_-_Oct_30_2025.pdf  
9 WPP Notice to WRAP Resource Adequacy Participants Committee. October 31, 2025. Available at: 
https://www.westernpowerpool.org/news/wpp-notice-to-wrap-resource-adequacy-participants  
10 REC/200 Kaufman/16. 

https://www.westernpowerpool.org/private-media/documents/WRAP_Withdrawal_Letter_-_Oct_30_2025.pdf
https://www.westernpowerpool.org/news/wpp-notice-to-wrap-resource-adequacy-participants
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participant would incur the cost of an SCCT while receiving none of the benefits of an 1 

SCCT, in addition to the cost of market purchases, if available. While there is some 2 

priority gained in accessing market purchases within the program (WRAP participants 3 

would need to hold back supply up to their forward showing capacity requirement to 4 

share within the program) the modest reduction in uncertainty is not enough to 5 

outweigh the substantial increase in cost, particularly when lower cost alternatives are 6 

available. 7 

Q. How does the Company expect to meet its capacity requirements in the next 8 

several years? 9 

A. Given its exit from WRAP, the Company can make use of a broader range of market 10 

products than were allowed for WRAP compliance. As a result, for PacifiCorp’s 2025 11 

IRP Update, short-term market purchases are expected to be allowed up to the 1,000 12 

MW limit used in PacifiCorp’s 2023 IRP Update.11 13 

Q. What market product is being modeled in the 2025 IRP Update? 14 

A. Heavy load hour blocks. 15 

Q. Do heavy load hour block market products include the fixed cost of an SCCT? 16 

A.  No. Market prices modeled in the 2025 IRP Update are based on PacifiCorp’s 17 

September 2025 official forward price curve (“OFPC”). Over the first 36 months, 18 

through September 2028, the OFPC reflects recent broker quotes for counterparties 19 

willing to transact at this time for volumes in those future periods. While markets 20 

evolve, the current market structure continues to exist and function. In future periods, 21 

forecasted market prices transition to a fundamentals forecast developed for the 22 

 
11 PacifiCorp’s 2023 IRP Update. Table 5.1. 
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Company by a consultant (Siemens). There is no fixed component to the market prices, 1 

though given the volume is fixed during heavy load hour, the total expense is fixed at 2 

the time of the transaction (market-indexed purchases that are priced at a daily market 3 

index are also available).  4 

Q. If short-term market products are included in the 2025 IRP Update preferred 5 

portfolio to meet capacity needs, will the Company assume they are deferrable 6 

under the PDDRR methodology? 7 

A. Yes. Absent other requirements, Schedule 38 QF pricing calculated after March 31, 8 

2026 would include deferral of market purchases in the preferred portfolio. Similarly, 9 

the Company’s next annual update of Schedule 37 QF pricing, which is expected in 10 

June 2026, would include deferral of market purchases. 11 

Q. Is it problematic that major changes in the treatment of market purchases occur 12 

from one IRP or IRP Update to the next? 13 

A. No. To the extent the least-cost, least-risk options to serve customers evolve and change 14 

over time, it is appropriate that they be kept up to date. Taking the best available 15 

assumptions from each IRP and IRP Update provides a good balance of timeliness and 16 

transparency, even if results may at times be overtaken by changing circumstances.  17 

Q.  What is your recommendation? 18 

A.  I recommend that the Commission approve the proposed avoided cost prices based on 19 

the 2025 IRP which do not include deferral of short-term market purchases, specifically 20 

the wind and solar prices without deferral of long-term wind and solar resources, and 21 

the baseload prices based on deferral of battery storage starting in 2029. If requested 22 

by the Commission, PacifiCorp is also willing to provide a compliance filing that 23 
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adjusts these pricing scenarios to reflect deferral of short-term market purchases in the 1 

applicable years consistent with assumptions in the 2025 IRP Update. 2 

VI. SUMMER AND WINTER CAPACITY COMPENSATION 3 

Q. Does PacifiCorp support having 100 percent of the capacity compensation paid 4 

during summer months, as proposed by REC? 5 

A. No. PacifiCorp’s 2025 IRP indicates that, while 58 percent of the system reliability 6 

events occur in the summer, 42 percent of the system reliability events occur in the 7 

winter, so providing full compensation in the summer for winter benefits that summer-8 

only QFs do not provide would not be appropriate. 9 

Q. Did the proposed Schedule 37 prices for baseload QFs in the Company’s initial 10 

filing include avoided annual fixed costs? 11 

A. No. The 2025 IRP preferred portfolio did not include a proxy thermal resource that 12 

could be displaced, so the PDDRR methodology did not result in annual fixed costs. 13 

Q. How would the Company prepare project-specific prices and allocate avoided 14 

annual capacity costs for a QF with seasonal output? 15 

A. The Company would first perform a capacity contribution analysis to determine how 16 

much of a proxy thermal resource the QF would displace. After preparing model runs 17 

with the original proxy resource and with the QF, the change in system costs and the 18 

change in proxy resource costs would be spread across the months in which the QF was 19 

forecasted to generate. For a summer-only generation profile, no compensation would 20 

be allocated to winter months, since no generation would occur in those months.  21 

Based on 2025 IRP results, approximately 58 percent of the loss of load events 22 

used to determine capacity contribution occur during the summer months of June 23 
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through September. A baseload resource with a 100 percent capacity factor during 1 

summer months and no deliveries in the remainder of the year would thus receive 2 

compensation that was 58 percent of that for a baseload resource with a 100 percent 3 

capacity factor in every month. Because more than half of the compensation would be 4 

paid during just four summer months, the impact on prices in those months would be 5 

proportionately larger.12  6 

Q. Does PacifiCorp have an alternative suggestion to better reflect the capacity value 7 

of seasonal baseload QFs? 8 

A. Yes. Assuming the Commission adopts the Company’s proposed displacement of 9 

battery storage resources by baseload QFs, the Company is open to providing 58 10 

percent of the incremental cost of the displaced battery resource in the summer, 11 

consistent with the mix of summer and winter reliability events in the 2025 IRP. This 12 

is an increase from the 33 percent allocation to the June through September summer 13 

season when fixed costs are spread equally across the year. The results of this proposal 14 

are presented in Figure 4, relative to the original filing. As shown, both summer and 15 

winter baseload QF pricing increases relative to the original filed results with proxy 16 

resource displacement. The increase is larger in the summer because a majority of the 17 

incremental cost is allocated to the summer and the summer season only has four 18 

months, resulting in a proportionately larger impact.  19 

 
12 Note that a 100 percent capacity factor is not required to receive this capacity value. A baseload resource with 
a 10 percent capacity factor in the summer months would receive one-tenth of the compensation, but spread across 
one-tenth of the generation volume, resulting in comparable compensation for capacity so long as the relative 
distribution of generation output by month and hour was the same. 
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Figure 4: Seasonal Baseload QF Pricing 1 

 

Q. Please summarize the avoided cost pricing represented in Figure 4. 2 

A. Relative to the initial filing, the Company’s rebuttal summer pricing during the period 3 

where battery storage resource is being deferred (2029-2045) is increased by an average 4 

of 36 percent, while winter pricing only increases by an average of 14 percent. Between 5 

2026 and 2045, the Company’s rebuttal summer pricing is eight percent lower than 6 

current summer prices, while the rebuttal winter pricing is two percent higher than 7 

current winter prices (which are not shown in the figure). REC’s proposed pricing is 8 

91 percent higher than the Company’s rebuttal proposal in the summer and 12 percent 9 

lower than the Company’s rebuttal proposal in the winter. Relative to current avoided 10 

cost prices REC’s proposal would significantly increase rates in the summer while 11 

reducing rates in the winter. 12 
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Q. Why is it appropriate to allocate an increased portion of the incremental cost of 1 

the displaced proxy battery storage resource, rather than that share of the entire 2 

fixed cost? 3 

A. The proxy battery storage resource provides system benefits throughout the year, 4 

including a significant portion in the spring when charging during hours with relatively 5 

low load helps to avoid curtailment of wind and solar generation, thereby providing 6 

significant cost savings. If the entire fixed costs are allocated to the summer, the lost 7 

benefits associated with dispatch of the battery storage resource in the rest of the year 8 

will cause avoided costs to be understated in those months and overstated in the 9 

summer. 10 

Q.  Does this conclude your rebuttal testimony? 11 

A. Yes. 12 
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MY COMMISSION EXPIRES SEPTEMBER 23, 2028 
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