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Please state your name, business address and present position.

My name is Stefan A. Bird. My business address is 825 NE Multnomah, Suite
600, Portland, Oregon 97232. | am Senior Vice President, Commercial and
Trading, for PacifiCorp Energy, a division of PacifiCorp (the “Company”).

Please describe your educational and business background.

I hold a B.S. in mechanical engineering from Kansas State University. | joined
PacifiCorp Energy and assumed my current position in January 2007. From 2003
to 2006, | served as president of CalEnergy Generation U.S., an owner and
operator of Qualifying Facility and merchant generation assets, including
geothermal and natural gas-fired cogeneration projects across the United States.
From 1999 to 2003, | was vice president of acquisitions and development for
MidAmerican Energy Holdings Company (“MEHC”). From 1989 to 1997, | held
various positions at Koch Industries, Inc., including energy marketing, financial
services, corporate acquisitions, project engineering and maintenance planning in
the Americas and Europe.

In my current position | oversee the Company’s Commercial and Trading
organization which is responsible for dispatch of the Company’s owned and
contracted generation resources, procurement of new generation resources, and
natural gas and electricity wholesale purchases and sales to balance the
Company’s load and resources. | am also responsible for PacifiCorp’s load and
revenue forecast, integrated resource plan (“IRP”) and net power costs modeling.
Most relevant to this docket, I am responsible for the procurement of generation

resources through the request for proposals process and | oversee PacifiCorp’s
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renewable energy credit (“REC” or “RECs”) portfolio, including sale of RECs in
excess of compliance requirements.

What is the purpose of your testimony?

The first section of my testimony addresses the level of revenue in this case
related to the sale of RECs. | support the test period REC revenue forecast of
$55.7 million and explain the basis for that forecast. | explain why the REC
revenue in the test period of twelve months ending June 2012 is lower than the
actual revenue booked in the base year of twelve months ending June 2010. | also
provide some insight into expectations for future REC sales. Second, my
testimony addresses, and demonstrates the prudence of, the Top of the World
Wind Energy, LLC (“Top of the World”) power purchase agreement (“PPA”), for
which the Company is seeking cost recovery in this proceeding. Specifically, I
will describe the history and the process of the selection of the Top of the World

PPA.

Test Period REC Revenue

Q.

How much revenue from the sale of RECs is included in the Company’s test
period?

The Company’s test period includes $55.7 million of REC revenue on a total
Company basis, or $32.9 million on a Utah-allocated basis. My testimony
provides support for the total Company level of REC sales, and Company witness
Mr. Steven R. McDougal provides details of the allocation of total Company REC

revenue to Utah.
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How does the Company calculate the forecast REC revenue in the test
period?

Similar to the Company’s previous general rate case in Utah, the Company
includes REC revenue from executed and commission approved contracts in place
at the time the case is filed (“Existing Contracts”) plus additional revenue forecast
to be generated by selling remaining available RECs from wind generation at
market prices. The volume of RECs available for sale in the test period is
determined by adding the system-wide wind generation output during the test
period net of amounts banked to satisfy renewable portfolio standards in
California, Oregon, and Washington (“RPS Banking Requirements”). After
accounting for RPS Banking Requirements, the Company sells 75 percent of the
RECs in the current year and 15 percent of the RECs in the subsequent year.

Why does the Company sell only 75 percent of its forecast wind RECs?

The Company sells only 75 percent of the forecast wind RECs on a forward basis
to ensure that it can perform under any contracts, bundled or unbundled, that it
may enter into. The estimated long-term annual capacity factors for the
Company’s wind plants are based on a fifty percent probability (*P50”); meaning
there is a reasonable expectation that actual production will be higher or lower
than forecast during any calendar year. The attached Exhibit RMP___ (SAB-1)
demonstrates the data from four of the east side wind projects (the Company does
not have annual actual data from the other east side resources). These charts show
how the actual output differs from the expected output. Based on our experience

thus far and based on the wind data we have received, selling 75 percent of the
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estimated P50 output ensures the Company can perform under its contracts and
avoids exposing the Company or customers to costs associated with liquated
damages or nonperformance.

What is the basis for assuming 15 percent of the forecast sales are sold in the
subsequent year?

In practice, the Company attempts to monetize RECs that may have been
generated and not sold in the prior year. As a proxy for these additional sales, the
test period includes the sale of 15 percent of the un-banked RECs from the
previous 12 month period. RECs that are generated in prior years are called
Vintage RECs.

How much of the test period revenue is from Existing Contracts?
Approximately $41.9 million out of the $55.7 million is forecast revenue from the
two Existing Contracts. The remainder is from the sale of remaining wind RECs
available for sale at market prices. Additional details of the Existing Contracts are
provided in Confidential Exhibit RMP___ (SAB-2).

Has the Company sold any RECs on a forward firm basis other than the two
Existing Contracts in the test period?

No.

What market price is assumed for sales not from Existing Contracts?

Wind RECs generated and sold during the test period are priced at $7.00 per
megawatt hour. Vintage RECs are sold at $4.00 per megawatt hour.

What is the basis for these market prices?

The broker market provides the only visible forward market for the Company to
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rely on for the forward purchase and sale of RECs in the Western Electric
Coordinating Council (“WECC”). The current price for an unbundled REC is
approximately $7.00 per megawatt hour. The broker market splits Vintage RECs
into the first and second half of the prior year and the years prior. An average
price for Vintage RECs for the first and second half of the year is between $2.00
per megawatt hour and $4.00 per megawatt hour.

Are the test period REC revenues substantially lower than the amount
actually received in the base period? If so, why?

Yes. During the base period (the twelve months ending June 2010) the Company
accrued $98.5 million of REC revenue, compared to $55.7 million in the test
period. The drop is due to the lack of negotiated contracts at prices that cannot be
achieved through the broker market. As explained further below, the California
REC market was paralyzed and the opportunities to enter into bilateral contracts
such as our Existing Contracts have not been available.

Does the Company acquire wind resources with the expectation that it will
sell RECs to the California market?

No. The Company acquires wind resources to serve its growing need for new
resources on a diversified basis consistent with its integrated resource plan. This
does not mean, however, that the Company won’t take advantage of opportunities
to monetize REC value, after fulfilling its own RPS Banking Requirements, to
benefit our customers and by selling surplus RECs into California and other REC

markets when it is prudent.
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Do you anticipate entering into any negotiated contracts comparable to the
Existing Contracts with California entities in the future?

Up until January 14, 2011, the California market had been paralyzed and potential
buyers there were not pursuing any out of state transactions. It is uncertain what
the California market will entail going forward as a result of the January 14, 2011,
California Public Utilities Commission (“CPUC”) ruling that redefines renewable
energy credit transactions eligible for compliance.

Why had the California REC market been paralyzed prior to January 14,
20117

On March 15, 2010, the CPUC issued Decision (D.) 10-03-021 authorizing the
use of tradable renewable energy credits (“TRECs”) for compliance with the
California renewable portfolio standard (“RPS”) program, defined the TREC
transactions for RPS purposes, and set out market and compliance rules for the
use of TRECs. On April 12, 2010, Southern California Edison Company (“SCE”),
Pacific Gas and Electric Company (“PG&E”), and San Diego Gas & Electric
Company (“SDG&E”) filed the Joint Petition of Southern California Edison
Company, Pacific Gas and Electric Company, and San Diego Gas & Electric
Company for Modification of Decision 10-03-021. The CPUC subsequently
issued a Decision 10-05-018 on May 6, 2010 staying approval of any REC
contracts by the investor-owned utilities for use of out of state resources. Since
utilities could not obtain approval for out of state resource transactions, they no
longer pursue them. In addition, through the remainder of 2010 the CPUC further

considered and subjected to varying stages of regulatory process a number of
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competing proposed decisions that had a significant impact on the use of out of
state resources by compliance entities, including all California investor owned
utilities and energy service providers. Also, the California Air Resources Board in
its final approval of the regulations for the California Renewable Energy Standard
added, at the last minute and without prior public review or comment, a provision
requiring conformity with the California RPS; the meaning and scope of which is
unclear.

What happened on January 14, 2011?

On January 14, 2011, the CPUC issued Decision 11-01-025 resolving petitions for
modification of Decision 10-03-021, authorizing the use of TRECs for
compliance with California RPS requirements, and lifting the stay imposed by
Decision 10-05-018. Decision 11-01-025 authorizes limited use of TRECs for
compliance with the California RPS, for a limited period of time.

Does this mean that the Company can resume pursuing deals in California?
Yes, but because the California market has only just now reopened due to the stay
that was just lifted, the level of interest from California utilities, the volume of
TRECs and the prices utilities are willing to pay for RECS/TRECs is currently
unknown. Given this uncertainty in the California market, it is difficult to predict
how long it will take to execute any contracts for the sale of RECs/TRECs with
California utilities. In addition, another unknown is whether these utilities will
issue time consuming requests for proposals (“RFP”) or whether they will
negotiate bilateral transactions that might include 2011 transactions. Further, the

Company does not know what pricing it can expect for RECS/TRECs. It is
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possible that the decision to lift the stay and allow California utilities to meet their
RPS requirements with the purchase of out of state TRECs will increase the
available California RPS eligible supply and thus drive down prices relative to
those that the Company was able to achieve in 2009 and 2010.

Does the Company anticipate making REC sales to counterparties located
outside of California within the test period?

Yes, primarily through the broker market at prevailing prices.

Are there other opportunities beyond the broker market?

Yes, however the market has very few participants, is not transparent, and deals
are done on either a bilateral basis or through responding to requests for proposals
issued by other utilities.

Is the Company pursuing these types of opportunities?

Yes. On November 4, 2010, NV Energy issued its Short-Term RFP for renewable

energy resources for a period of one month up to three years. ||| GcTcNG_.

When will the Company know if its proposal is selected by NV Energy?
NV Energy’s Short-Term RFP documentation provides that NV Energy may take
up to 180 days to notify bidders whether they were selected as the winning bid.

NV Energy does not have an obligation to pursue any of the proposals. ||| Gz
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Will the Company update the REC revenue forecast in this case if it is
successful in the NV Energy Short-Term RFP?

Yes, and if the Company were successful, such an update would bring this rate
case closer to the estimate used in the settlement of the second major plant

addition case.

Issues in Entering into New Contracts

Q.

A

Please explain the complexity of the REC certification process.

All renewable resources must be registered with Western Renewable Generation
Information System (“WREGIS”) to be sold and tracked as a REC in the Western
Electric Coordinating Council (“WECC”) market. Prior to March 2010, contracts
that were structured as a bundled product (REC with energy) required that the
seller schedule energy bundled with a REC. The REC must be generated from an
eligible resource certified by the California Energy Commission (“CEC”), which
requires it to meet several laws, ordinances, rules and standards (“LORS”) to be
an eligible resource from out of state to be used for compliance in the California
RPS.

Are there any projects that are in rate base in this case that lack certification
or that are currently going through the certification process?

Yes. The Dunlap | wind project, which was included and approved in the major
plant addition case, Docket no. 10-035-89, and the Top of the World PPA have
yet to be granted certification by the CEC; however, applications were submitted

by the Company with the CEC on August 31, 2010. Consequently the RECs
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associated with such projects can be sold in the broker market at this time as
RECs which have been registered in WREGIS but not CEC certified.

Does the broker market require a REC to be registered before it can be sold?
Yes, a REC must be registered in WREGIS to be sold in the broker market as an
unbundled REC. However, if RECs are not sold to California compliance entities,
these RECs need not be further certified by the California Energy Commission,
which certification process can take several additional months to complete.

Does the Company enter into unit contingent sales of RECs?

Currently the market for unit contingent REC sales is very limited. Because
customers are seeking to meet either voluntary or regulatory annual RPS
requirements they do not want to buy something that does not have certainty. To
the extent the Company does not perform, customers expect the Company will
pay liquidated damages equivalent to the penalty that they would otherwise be
required to pay for noncompliance.

Has the Company proposed accounting treatment for REC revenues in Utah
other than including projected REC sales in general rate cases?

Yes. It is the Company’s position that REC revenues be accounted for in an
Energy Cost Adjustment Mechanism (“ECAM?”) due to the fact that they share
similar characteristics to net power costs. REC revenues are volatile and largely
outside of the Company’s control. Doing so would resolve many of the issues that

parties raise in general rate cases.
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The 2008R-1 RFP and Top of the World PPA

Q.

Is the Company seeking cost recovery of the Top of the World PPA in this
case?

Yes.

What is the history of the Top of the World PPA?

The Top of the World PPA was chosen as the winning bid in the 2008R-1
Request for Proposal (“2008R-1 RFP”).

Please describe the 2008R-1 RFP procedural history.

The Company filed its initial application on March 4, 2008. The Oregon Public
Utilities Commission subsequently opened Docket UM 1368 and selected Boston
Pacific Company to serve as the Independent Evaluator (“IE”).! The purpose of
the 2008R-1 RFP was to request and evaluate proposals to fulfill a portion of the
renewable resource generation identified in the Company’s 2007 Integrated
Resource Plan (2007 IRP”). To that end, the 2008R-1 RFP solicited system-wide
renewable resources that would enable the Company to meet its service
obligations. The 2008R-1 RFP targeted acquisition of up to 500 megawatts
(“MW?”) of renewable resources with commercial operation dates prior to
December 31, 2011 and with a limit of 300 MW per resource.? The 2008R-1 RFP
was issued to the market on October 6, 2008 with proposals due December 22,

2008.

! See Order No. 08-248.
2300 MW is the upper limit permitted by Utah law. Qualifying Facilities that are

at least 10 MW were eligible, pursuant to Guideline 6 in Order No. 06-446.
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Did the Company re-issue the 2008R-1 RFP after receipt of proposals on
December 22, 2008?

Yes. Because the acquisition of a successful resource under the 2008R-1 RFP
would not occur until 2009, the Company was required to amend and reissue the
2008R-1 RFP to accommodate Utah’s resource procurement statutes.®

Were there any changes to the Amended 2008R-1 RFP?

Yes. The Amended 2008R-1 RFP included three changes: (1) it allowed the
original bidders to update their proposals; (2) it provided new bidders the
opportunity to bid into the Amended 2008R-1 RFP; and (3) it modified the
schedule to allow for updated and new proposals.

Did the Utah Commission retain a consultant consistent with Utah Code
Ann. § 54-17-502, Renewable Energy Source Solicitation - Consultant, to
monitor the Amended 2008R-1 RFP?

Yes, the Commission retained Merrimack Energy Group, Inc. (“Utah
Consultant”) to serve as a consultant for the Amended 2008R-1 RFP.

What was the role of the Utah Consultant?

The Utah Consultant was required to prepare and submit several reports to the
Commission including regular status reports, a report on the Bidder Pre-Approval
process, a Report on the Bid Evaluation and Shortlist Selection process, and a
Draft Final Report within two weeks after completion of the contract negotiation

process. Specifically, the consultant documented all aspects of the process from

3 See Utah Code Ann. 54-17-502(2) (a) (i).
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beginning of the assignment through the contract negotiation process and was
charged with indicating whether the Company followed the process contained in
the RFP and with making recommendations for changes in future solicitation
processes.

Please describe the Amended 2008R-1 RFP Initial Shortlist selection process.
The Company’s analysis of the Amended 2008R-1 RFP proposals focused on
determining which resources would provide the best value to customers on a
system-wide planning basis to meet customer requirements at the least cost, on a
risk-adjusted basis. To achieve these objectives, the Company evaluated
alternatives in a two step process. First, the Company selected three Initial
Shortlists: (a) west wind; (b) east wind; and (c) all other renewable resources. The
purpose of first selecting three separate Initial Shortlists was to capture location
resource diversity and the different sources of renewable resources. To select
groups of proposals to comprise each of the three Initial Shortlists, the IE agreed
with the Company’s goal to: (1) select the proposals with the greatest net benefit
in terms of price and non-price benefits; (2) select a diversity of bidders and
projects; (3) select a mix of PPA and build-own-transfer (“BOTSs”) alternatives;
(4) determine a relatively clear split between the score of the last proposal
evaluated and the next proposal that was not selected; and (5) achieve the RFP
goal that each category contain up to 500 MW or 5 proposals.* Each proposal
received up to a maximum of 100 points. The three Initial Shortlists were

comprised of the highest scoring proposals in each of the three respective

4 See The Oregon Independent Evaluator’s Final Closing Report on PacifiCorp’s

2008R-1/Renewables RFP (May15, 2009) at p. 13.
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segments, based on price (up to 70 points) and non-price factors (up to 30 points).
The price factor was derived by using the PacifiCorp Structuring and Pricing RFP
base model, which determines the top-performing proposals on the basis of the
net present value revenue requirement (“Net PVRR”) per kilowatt month. The Net
PVRR component views the value of the energy and capacity as a positive and the
offsetting costs of the proposal as a negative. The more positive the Net PVRR,
the more valuable a given resource is to the Company’s customers.

The non-price factors evaluated were negative or positive based on the
following criteria: (a) conformity with Amended 2008R-1 RFP proposal
requirements; (b) conformity with the pro forma PPA or BOT documents and/or
Asset Acquisition and Sale Agreement, attached as exhibits to the amended
2008R-1 RFP; (c) feasibility of the proposal; (d) site control or permitting of the
proposal; and (e) operational viability of the proposal. Based on the application of
the price and non-price factors, the Company selected proposals to comprise the
Initial Shortlists.

Did the Utah Consultant agree with the Company’s initial shortlist?

Yes, the Utah consultant agreed on the selection of the resources, as demonstrated
in the Final Report of the Utah Consultant, attached as Confidential Exhibit
RMP__ (SAB-3).

Please describe the 2008R-1 RFP Final Shortlist selection process.

After the Company selected the three Initial Shortlists, it moved to step two of the
evaluation process — selection of the Final Shortlist. To select the Final Shortlist,

the Company applied its next highest alternative cost for compliance (“ACC”)
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analysis methodology for renewable resources to each of the three Initial
Shortlists. This resource-specific analysis allows the Company to compare a
resource against the potential next highest alternative cost for renewable resource
compliance. In essence, the result of the ACC analysis shows how the resource
compares to the undifferentiated power market. The ACC analysis also
incorporates a resource’s risk-adjusted system benefit, using the Company’s IRP
stochastic production cost model. A negative ACC indicates that the resource is
valued below undifferentiated market alternatives; whereas a positive ACC
indicates that the resource is valued above undifferentiated market alternatives.
Upon completion of the ACC analysis and the PVRR (d) analysis, the Company
selected four alternatives for inclusion in the Final Shortlist, one of which was
Top of the World PPA.

Did the IE and the Utah Consultant concur with the 2008R-1 Final Shortlist?
Yes. The IE and the Utah Consultant concurred with the selection of the Final
Shortlist and recommended its acknowledgment by the Oregon Commission, as
demonstrated in The Oregon Independent Evaluator’s Final Closing Report on
PacifiCorp’s 2008R-1 Renewable RFP (May 15, 2009) in Docket UM 1368
(“Final Report”), and in the Final Report of the Utah Consultant, attached as
Confidential Exhibit RMP___ (SAB-4) and Confidential Exhibit RMP___ (SAB-
3), respectively.

Please explain the basis of the IE’s recommendation, as outlined in the IE’s
Final Report.

The IE based its recommendation in the 2008R-1 RFP Final Shortlist on six key
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points. First, the selected proposals represented the resources with the greatest net
benefits to customers as determined by the ACC. Second, the proposals
represented the top options from a competitive process. Third, the IE’s
independent analysis confirmed that the selected proposals represent the lowest
cost alternatives for customers, with an accounting for risk. Fourth, the shortlist
provided a diversity of projects, bidders, and transaction types for negotiations
going forward. Fifth, the 2008R-1 RFP aligned with the Company’s IRP process.
Sixth, the Company agreed to conduct an analysis at the time it made its
procurement decision to show how the accuracy of output projections and asset
life were reflected in the final decision.

Please explain the basis of the Utah Consultant’s conclusions.

The Utah consultant concluded “[t]he solicitation process and procedures
developed and implemented by PacifiCorp, including the bid evaluation and
selection process and methodologies are, in substance, consistent with Utah
competitive procurement requirements and industry standards and led to a fair and
consistent evaluation and selection process. The results from the 2008R-1
competitive procurement process should lead to the acquisition, production and
delivery of electricity at the lowest reasonable cost to PacifiCorp’s retail
customers taking into consideration long-term and short-term impacts, risks,
reliability and financial impacts on PacifiCorp. In that regard, the resource
selected through this process represents a resource that was subject to detailed
scrutiny and evaluation, was vetted through a fair and equitable process, is subject

to a contractual arrangement that ensures an effective balance of risk with benefits
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to customers, and represents the lowest cost resource available through this
competitive solicitation process to meet renewable resource requirements”. See
Utah Consultant Final Report, p.36.

Did the IE and the Utah Consultant determine that the 2008R-1 RFP process
was fair and transparent?

Yes.

Did the IE’s report on the negotiation phase of the 2008R-1 RFP conclude
that the Top of the World PPA was the best choice of projects from the Final
Shortlist?

Yes. The IE considered price, technology and willingness to meet the
requirements of the 2008R-1 RFP in reaching this conclusion.

Does the record developed in the 2008R-1 RFP process show that the Top of
the World PPA is a prudent and cost-effective resource?

Yes. Additionally, the Top of the World PPA is consistent with PacifiCorp’s IRP
action plan and PacifiCorp’s renewable resource commitments resulting from the
MidAmerican Energy Holdings Company acquisition.

Please describe the Top of the World PPA.

The Top of the World PPA is a 20-year contract for 200.2 MW wind resource and
associated renewable energy credits. The Company will purchase all of the output
associated with the project. PacifiCorp has the option to purchase the facility at
fair market value at the conclusion of the initial 20-year term. The Top of the
World project is comprised of 66 General Electric turbines (each capable of

producing 1.5 MW) and 44 Siemens Energy, Inc. turbines (each capable of
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producing 2.3 MW). The project is located in located near Casper, Wyoming and
reached commercial operation on October 1, 2010. The terms and conditions of
the Top of the World PPA are consistent with other wind PPAs entered into by
the Company.

Does this conclude your direct testimony?

Yes.
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