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I. INTRODUCTION 1 

Q. PLEASE STATE YOUR NAME, BUSINESS ADDRESS, TITLE AND COMPANY. 2 

A. My name is Philip Hayet.  My business address is 570 Colonial Park Drive, Suite 305, 3 

Roswell, Georgia, 30075.  I am Vice President of J. Kennedy and Associates, Inc. 4 

(“Kennedy and Associates”). 5 

Q. HAVE YOU ALREADY SUBMITTED TESTIMONY IN THIS DOCKET? 6 

A. Yes.  I submitted direct testimony on December 5, 2017 and rebuttal testimony on January 7 

16, 2018, both on behalf of the Utah Office of Consumer Services (“Office”). 8 

Q. WHAT IS THE PURPOSE OF THIS REBUTTAL TESTIMONY? 9 

A.  In response to the Office and the Division of Public Utility’s (“Division”) January 19, 2018 10 

Motion to Vacate the remaining schedule in this proceeding due to PacifiCorp’s 11 

acknowledged incomplete supplemental direct testimony, the Commission ordered the 12 

Company to file additional materials to complete its application.1  The Company filed its 13 

second supplemental direct testimony on February 16, 2018, and then followed up with a 14 

corrected filing on February 23, 2018.  I have reviewed the Company’s corrected economic 15 

analyses and present the results of my evaluation in this testimony.  I respond to both the 16 

Company’s first and second supplemental direct testimonies, specifically to testimony filed 17 

by Company witnesses Ms. Cindy Crane, Mr. Rick Link, Mr. Chad Teply, and Mr. Rick 18 

Vail.  Finally, I present my conclusions and recommendations regarding the Company’s 19 

decision to acquire new wind resources, and to construct new and upgrade existing 20 

transmission facilities (collectively referred to as the “Combined Projects”).     21 

                                                 
1 The Commission’s order issued February 13, 2018, was entitled, Order Granting Motion to Vacate Remaining 

Schedule and Amended Scheduling Order. 
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Q. WHAT ARE YOUR OVERALL OBSERVATIONS ABOUT THIS CASE?   22 

A. In its latest filing, the Company proposes to acquire new wind resources (“Wind Projects”) 23 

and to construct the Aeolus-to-Bridger/Anticline transmission line and network upgrades 24 

(“Transmission Projects”) in southeastern Wyoming, supported by results from its request 25 

for proposals (“RFP”) for wind resources (“2017R RFP”), its RFP for solar resources 26 

(“2017S RFP”), and its interconnection re-study process and new system impact studies 27 

(“SIS”).  The projects that were originally described by the Company as economic projects 28 

based on “a time-limited opportunity”2 to take advantage of production tax credits (“PTC”) 29 

are now being referred to as “necessary to meet an identified resource need.”3  While it is 30 

true that the economics of these projects are time-limited due to the availability of PTCs, 31 

PacifiCorp’s request to invest over $2 billion on these projects and another $1 billion on 32 

repowering projects as proposed in Docket No. 17-035-39 represents a significant 33 

commitment of ratepayer funds that is unnecessary and full of risks. It would be inaccurate 34 

for PacifiCorp to suggest that the only reason it is promoting these projects is because of 35 

the value that they provide to ratepayers.  There should be no doubt that PacifiCorp is 36 

promoting these projects wholeheartedly because they will help to build the Company’s 37 

rate base and increase its earnings.       38 

Q. WHAT ARE YOUR FINDINGS AND CONCLUSIONS? 39 

A. I have reviewed the Company’s economic analyses and have identified issues that I discuss 40 

in this testimony.  One of the Company’s studies, which I refer to as the “to-2036” analysis, 41 

includes a recent modification to the PTC modeling methodology, which biases the results 42 

                                                 
2 PacifiCorp’s June 30, 2017 Application in this proceeding, at page 2. 
3 Cindy Crane Supplemental Direct Testimony, January 16, 2018, at lines 24-26.   
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in favor of selecting self-build (Benchmark Resources) and build transfer agreement 43 

(“BTA”) options, as opposed to power purchase agreement (“PPA”) options.  The 44 

Company’s longer-term analysis, the “to-2050” analysis, also has issues that relate to the 45 

fact that the Company did not run its normal production cost and optimal expansion 46 

planning modeling tools, the Planning and Risk (“PaR”) and the System Optimizer (“SO”) 47 

models, during the 2037 to 2050 time-period.  However, this flaw is less pronounced in the 48 

analysis of the Combined Projects than it is in the analyses conducted in the repowering 49 

proceeding.  50 

In addition to the modeling flaws, I also discuss potential legitimate risks that could 51 

result in ratepayers being worse off if these projects go forward.  These risks include cost 52 

overruns, less energy production than anticipated, and delays in project completion, 53 

resulting in the loss of some or all of the PTC benefits.  Furthermore, the Company ignored 54 

sensitivity case results that indicate that acquiring solar resources could result in a lower 55 

cost resource portfolio.   56 

Given the potential bias in the Company’s analyses, the potential for risks that the 57 

Company did not address, the magnitude of the investments (more than $2 billion), the 58 

likelihood that there may be lower cost resource alternatives available, and the fact that the 59 

Company does not have a capacity need driving the decision to acquire the new projects, I 60 

conclude that the Company has not met the requirements of Utah Code § 54-17-402 and 61 

has not shown that these projects will most likely result in the acquisition, production, and 62 

delivery of electricity at the lowest reasonable cost and least risk possible, while addressing 63 

reliability and other factors.   64 

Q. WHAT ARE YOUR RECOMMENDATIONS?   65 
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A. I recommend that the Commission deny the Company’s request.  I could possibly be 66 

convinced to view these projects in a different light if these projects were necessary to meet 67 

a reliability requirement, however, I do not believe the Company has demonstrated a 68 

reliability need in this proceeding.  These Projects are primarily justified on economics, 69 

and the benefits that PacifiCorp has identified are neither substantial nor assured, and 70 

simply do not outweigh the risks for ratepayers.  However, if the Commission ultimately 71 

is persuaded to approve PacifiCorp’s request regarding the Combined Projects, I 72 

recommend that it impose the set of conditions that I discuss below. 73 

II. BACKGROUND 74 

Q. PLEASE SUMMARIZE THE MOST RECENT STATUS OF THE COMBINED 75 

PROJECTS IN THIS PROCEEDING? 76 

A. Since the Commission issued its order on September 22, 2017 approving PacifiCorp’s 77 

request for proposal (“RFP”) process for wind resources (Docket No. 17-035-23), 78 

PacifiCorp has worked to complete its Wind RFP (2017R RFP), and its Solar RFP (2017S 79 

RFP).  In its 2017R Order, the Commission recommended, but did not require, that 80 

PacifiCorp modify its 2017R RFP to allow bidders to submit solar options in addition to 81 

wind options.  The Commission’s reason was explained in the following two statements 82 

from page 8 of its 2017R Order:   83 

We find inconclusive the evidence related to current utility scale solar prices 84 
compared against the solar prices PacifiCorp used in its analysis. 85 

 86 

We find the evidence from some parties with respect to lower solar prices, 87 

though, sufficiently persuasive to justify our suggested modification that the 88 

RFP be expanded to include solar resources that are able to interconnect at any 89 

point in the PacifiCorp system. 90 
 91 
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  Out of a concern about its ability to maintain the 2017R RFP schedule, PacifiCorp 92 

decided instead to conduct a separate Solar RFP.   93 

 94 

A. COMPANY INITIAL DIRECT FILING (JUNE 30, 2017) 95 

Q. WHAT DID PACIFICORP’S ANALYSES ASSUME THAT THE COMBINED 96 

PROJECTS WOULD CONSIST OF WHEN IT MADE ITS INITIAL FILING?   97 

A. In its initial filing, PacifiCorp’s analyses assumed that the Company would acquire four 98 

proxy resources, totaling 860 MW, at a cost of $1.37 billion.  One was a 110 MW self-99 

build project, McFadden Ridge II, and the other three were considered Benchmark 100 

Resources that were under the control of a third-party developer.  The three projects were 101 

TB Flats I, TB Flats II, and Ekola Flats, and the projects were 250 MW each.  In addition, 102 

PacifiCorp assumed that with the completion of the Transmission Projects, [BEGIN 103 

CONFIDENTIAL] …….. [END CONFIDENTIAL] MW qualifying facility (“QF”) 104 

wind projects would also be constructed by 2020, known as [BEGIN CONFIDENTIAL] 105 

……………………………. [END CONFIDENTIAL].  In total, the Company assumed 106 

that 1,180 MWs of new wind resources would be added to its System in southeastern 107 

Wyoming.  PacifiCorp also assumed that it would cost [BEGIN CONFIDENTIAL] ….. 108 

[END CONFIDENTIAL] million to construct the Aeolus-to-Bridger/Anticline 109 

transmission line, and an additional [BEGIN CONFIDENTIAL] ….. [END 110 

CONFIDENTIAL] million to construct a set of 230 kV Network Upgrades.    111 

Q. WHAT MODELS, ASSUMPTIONS, AND METHODOLOGIES DID PACIFICORP 112 

RELY ON WHEN IT FILED ITS INITIAL TESTIMONY? 113 

A. PacifiCorp relied on the same models, the System Optimizer (“SO”) and the Planning and 114 

Risk (“PaR”) models, and much of the same modeling assumptions that were used to 115 
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perform the integrated resource plan (“IRP”).  However, PacifiCorp updated some 116 

assumptions including its price-policy forecasts (natural gas prices, CO2 costs, and market 117 

price forecasts), up-front wind and transmission capital costs, run-rate operating costs, and 118 

energy output associated with the wind resources.4  For all generic resource options other 119 

than wind, such as solar, PacifiCorp used the same assumptions as it had used in the IRP.  120 

PacifiCorp also used the same modeling methodologies including the use of a levelized 121 

cost representation to model both capital revenue requirements and Production Tax Credits 122 

(“PTC”) in the SO optimization analysis. The significance of this will be discussed further 123 

below. 124 

Q. WHAT DID YOU CONCLUDE IN YOUR DECEMBER 5, 2017 DIRECT 125 

TESTIMONY? 126 

A. I concluded that the Combined Projects should be primarily viewed as an economic 127 

opportunity to take advantage of PTCs, and that the projects were faced with significant 128 

risks including the possibility of tax law changes, schedule delays, energy benefit and PTC 129 

risks, capital cost overruns, construction risks, and consequently, I concluded that the 130 

potential benefits to construct the projects did not outweigh the significant risks.  Based on 131 

these concerns, I ultimately recommended that the Combined Projects should be rejected.  132 

I also recommended that if the Commission were to conclude that the Combined Projects 133 

should be approved, that certain conditions should be imposed to protect ratepayers’ 134 

interests, particularly since the projects are primarily economic resource additions.     135 

                                                 
4 OCS 1.27. 
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B. COMPANY FIRST SUPPLEMENTAL TESTIMONY (JANUARY 16, 2018) 136 

Q. WHAT DID THE COMPANY PRESENT IN ITS SUPPLEMENTAL DIRECT 137 

TESTIMONY? 138 

A. The Company presented results based on analyses conducted using the 2017R RFP Final 139 

Shortlist.  The 2017R RFP Final Shortlist was determined based on updated best-and-final 140 

pricing bids that the Company received as of December 21, 2017.  In these best-and-final 141 

bids, bidders were afforded the opportunity to account for tax law revisions that were 142 

imminent, as the Tax Cuts and Jobs Act legislation was signed into Law on December 22, 143 

2017, which among other things lowered the corporate federal income tax rate from 35% 144 

to 21%.  145 

Q. WHAT MODELING ASSUMPTIONS DID PACIFICORP INCLUDE IN ITS 146 

SUPPLEMENTAL DIRECT TESTIMONY ANALYSES? 147 

A. PacifiCorp updated its cost and performance assumptions for the shortlist wind projects, 148 

price-policy assumptions (natural gas prices, CO2 costs, and market price forecasts), load 149 

forecast assumptions, and tax-related assumptions.5  For everything other than the 150 

Combined Projects, including all generic options, PacifiCorp relied on the same data 151 

assumptions as it had used to perform the IRP.  PacifiCorp also included solar sensitivity 152 

analyses based on bids it received in the 2017S RFP.  In its 2017S RFP, PacifiCorp sought 153 

new solar resources from anywhere within its System to be added by the end of 2020, 154 

limited to a maximum project size of 300 MW. 155 

Q. DID PACIFICORP CONTINUE TO USE THE SAME MODELS AND MODELING 156 

METHODOLOGIES AS IT HAD USED IN THE IRP? 157 

                                                 
5 Rick Link Supplemental Direct and Rebuttal Testimony, January 16, 2018, at lines 387 – 391. 
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A. PacifiCorp continued to use the same SO and PaR models as it had in the IRP, but 158 

PacifiCorp altered its approach to modeling PTCs.  Instead of modeling PTCs using a 159 

levelized cost representation, PacifiCorp represented PTCs using non-levelized costs, 160 

which effectively biased the results in favor of selecting Company owned wind projects.  161 

Since this modeling change was introduced around the time the Tax Cuts and Jobs Act 162 

legislation was signed into Law on December 22, 2017, it is arguable that PacifiCorp 163 

changed its PTC modeling approach to counter the loss in benefits wind resources suffered 164 

due to the change in tax law.   165 

Q. DID PACIFICORP MAKE ANY OTHER MODELING CHANGES IN ITS 166 

SUPPLEMENTAL FILING? 167 

A. Yes, PacifiCorp made another change by including a terminal value benefit with self-build 168 

and BTA wind resources.  PacifiCorp witness Link explained that the terminal value 169 

benefit was introduced to account for the additional benefit due to the remaining life of the 170 

transmission assets that may occur as far out in time as the 2051 to 2082 time period.6   171 

PacifiCorp asserted that this benefit will materialize if PacifiCorp redevelops the Company 172 

owned wind sites at the end of their useful lives, and builds new generation at the same 173 

sites to take advantage of the transmission facilities that would still have remaining useful 174 

life after the existing wind resources retire.  Not only is this highly speculative, it is 175 

unrealistic to count on the use of the same transmission facilities without considering the 176 

need for transmission upgrades to accommodate whatever new generation would be built 177 

at the site especially considering how far out in time such potential future development 178 

would be.  Even if there was a legitimate terminal value benefit that should be accounted 179 

                                                 
6 Id. at lines 396 – 415. 
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for in this economic analysis, other than perhaps a net salvage value, the probability of 180 

being able to accurately calculate that value in 2050 would be extremely low.  Furthermore, 181 

the concept of using a terminal value benefit is a deviation from the initial filing in this 182 

proceeding as well as the IRP, and the result of including such a terminal value benefit 183 

could further bias the project selection process because it impacts Benchmark Resources 184 

and BTA options differently than PPA options.  This assumption should be removed from 185 

PacifiCorp’s analysis. 186 

Q. WHAT WERE THE SHORTLISTED PROJECTS THAT THE COMPANY 187 

EVALUATED IN ITS SUPPLEMENTAL DIRECT TESTIMONY ANALYSES? 188 

A. PacifiCorp assumed that up to 1,270 MW of new resources could be added in southeastern 189 

Wyoming, and it further assumed it would have to reserve 240 MW for a QF transmission 190 

customer that already had an executed interconnection agreement.  Thus, PacifiCorp 191 

restricted portfolios in southeastern Wyoming to 1,030 MW (1,270 – 240).7  PacifiCorp 192 

allowed additional bids to be included in portfolios from locations outside of the 193 

constrained area.    194 

PacifiCorp’s final shortlist portfolio included four wind resources totaling 195 

approximately 1,170 MW resulting in a cost of about $1.3 billion.  The projects included 196 

were McFadden Ridge II – a 109 MW Benchmark Resource, TB Flats I and II - combined 197 

into a single 500 MW Benchmark Resource, Cedar Springs – a 200 MW third party BTA 198 

resource and a 200 MW PPA resource, and Uinta – a 161 MW third party BTA resource.  199 

The capital cost assumptions were substantially lower in this filing compared to the 200 

Company’s June 30, 2017 filing.   201 

                                                 
7 Id. at lines 169 – 176. 
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Q. WERE THERE ANY CHANGES TO THE TRANSMISSION PROJECTS THAT 202 

THE COMPANY EVALUATED IN ITS SUPPLEMENTAL DIRECT TESTIMONY 203 

ANALYSES? 204 

A. The Company’s estimate to construct the Aeolus-to-Bridger/Anticline transmission line 205 

remained unchanged at an estimated cost of [BEGIN CONFIDENTIAL] …. [END 206 

CONFIDENTIAL] million, however, its cost to construct the 230 kV Network Upgrades 207 

increased by approximately [BEGIN CONFIDENTIAL] …. [END CONFIDENTIAL] 208 

million to an estimated cost of about [BEGIN CONFIDENTIAL] ….. [END 209 

CONFIDENTIAL] million.8   210 

C. COMPANY SECOND SUPPLEMENTAL (FEBRUARY 16, 2018) 211 

Q. WHAT TRANSPIRED AFTER THE COMPANY MADE ITS FIRST 212 

SUPPLEMENTAL FILING? 213 

A. After the Company filed its supplemental direct testimony, the Division and the Office 214 

filed a motion to vacate the remaining schedule and set a new schedule to allow parties 215 

more time to evaluate the extensive filing PacifiCorp had made.  Though PacifiCorp 216 

disagreed with the Division and Office, it also acknowledged that it still needed additional 217 

time to complete interconnection studies and it offered to extend the schedule.  In its Order 218 

issued February 13, 2018, the Commission noted that PacifiCorp admitted its filing was 219 

incomplete, ordered PacifiCorp to file the missing information, and extended the remaining 220 

procedural schedule. 221 

                                                 
8 Rick Vail Supplemental Direct and Rebuttal Testimony, January 16, 2018, at lines 84-89. 
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Q. WHAT MODELING ASSUMPTIONS DID PACIFICORP CHANGE IN ITS 222 

ANALYSES SUPPORTING ITS SECOND SUPPLEMENTAL DIRECT 223 

TESTIMONY FILING THAT IT MADE ON FEBRUARY 16, 2018? 224 

A. PacifiCorp completed its interconnection restudy process and new system impact studies 225 

(“SISs”) and determined that different wind resources would need to be included in its 226 

2017R final shortlist.  PacifiCorp also determined that it could increase the transfer 227 

capability across the constrained area from 1,270 MW to 1,510 MW, and hence include 228 

additional wind resources in southeastern Wyoming.   229 

Q. WHY DID PACIFICORP CHANGE ITS SHORTLIST AS A RESULT OF 230 

COMPLETING ITS INTERCONNECTION STUDIES? 231 

A. As the Company finalized its transmission interconnection studies based on the assumption 232 

that the D2 segment would be constructed, it determined there was a specific point in the 233 

interconnection queue, at project Queue ID Q0713, at which projects with lower priority 234 

in the queue could not be interconnected until the full set of Gateway West and South 235 

transmission upgrades were added.  The Company’s McFadden Ridge II Benchmark 236 

Resource had to be removed from the shortlist because it was one of the projects that had 237 

a lower priority in the interconnection queue.  This apparently caused some amount of 238 

concern on the part of both the Utah and Oregon Independent Evaluators (“IEs”), who were 239 

responsible for monitoring the Company’s competitive solicitation process in the two 240 

states.9  The Utah IE revealed this in its February 2018 Utah Final RFP Report, in which it 241 

stated:10 242 

                                                 
9 Merrimack Energy Group, Inc. (“Merrimack”) is the IE in Utah, and Bates White Economic Consulting (“Bates 

White”) is the IE in Oregon.   
10 Merrimack Final RFP Report, February 2018, Redacted Version, page 64, at 

https://pscdocs.utah.gov/electric/17docs/1703523/300621IERedacFinRep2-27-2018.pdf. 
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The IEs, on the other hand, expressed some frustration that the bid selection 243 

process ended up being limited to selection of only those projects with favorable 244 

queue positions, which included the ……………………………… 245 

………………………………………………………………………………….. 246 

…………………... All other proposals submitted were behind the 247 

interconnection queue constraint and would have no chance of being selected.  248 

 249 

Q. WHAT LED PACIFICORP TO CONCLUDE THAT IT WOULD BE ABLE TO 250 

INTERCONNECT UP TO 1,510 MW IN SOUTHEASTERN WYOMING?  251 

A. As PacifiCorp completed its interconnection re-study process and new system impact 252 

studies it determined it could increase the transfer capability across the constrained area 253 

from 1,270 MW to 1,510 MW, which led it to determine that it could replace the 109 MW 254 

McFadden Ridge II project with a larger project as long as the new project could meet the 255 

requirement of having an interconnection queue position of Q0713 or better.  With the 256 

increase in the transfer capability, PacifiCorp found that the Ekola Flats Benchmark 257 

Resource (250 MW) could be added, as it was able to meet the interconnection queue 258 

position requirement. 259 

Q. WHAT OTHER ASSUMPTIONS CHANGED IN THE COMPANY’S SECOND 260 

SUPPLEMENTAL DIRECT TESTIMONY ANALYSES? 261 

A. The SO and PaR models remained the same, and the assumption regarding using non-262 

levelized PTCs remained the same.  The primary change the Company made was to include 263 

the Ekola Flats projects, including adjusting the 230 kV transmission upgrade assumptions.  264 

In addition, the Company made other changes to correct modeling errors that were 265 

discovered to properly include sales tax for some of the wind resources.11     266 

Q. WHAT IS THE COST OF THE FINAL SET OF SHORTLISTED PROJECTS?  267 

                                                 
11 Rick Link Second Supplemental Direct Testimony, February 16, 2018, beginning at line 189. 
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A. PacifiCorp’s final shortlist portfolio includes four wind resources totaling approximately 268 

1,311 MW at a cost of $1.46 billion.  The projects include Ekola Flats – a 250 MW 269 

Benchmark Resource, TB Flats I and II - combined into a single 500 MW Benchmark 270 

Resource, Cedar Springs – a 200 MW third party BTA resource and a 200 MW PPA 271 

resource, and Uinta – a 161 MW third party BTA resource.   272 

Q. WERE THERE ANY CHANGES TO THE TRANSMISSION PROJECTS THAT 273 

THE COMPANY EVALUATED IN ITS SECOND SUPPLEMENTAL DIRECT 274 

TESTIMONY ANALYSES? 275 

A. The Company’s estimate to construct the Aeolus-to-Bridger/Anticline transmission line 276 

remained unchanged at an estimated cost of [BEGIN CONFIDENTIAL] ….. [END 277 

CONFIDENTIAL] million, however, its cost to construct the 230 kV Network Upgrades 278 

increased again, by approximately [BEGIN CONFIDENTIAL] …. [END 279 

CONFIDENTIAL] million to an estimated cost of about [BEGIN CONFIDENTIAL] 280 

….. [END CONFIDENTIAL] million.12   281 

Q. PLEASE COMPARE THE DIFFERENT RESOURCES THAT WERE 282 

EVALUATED IN THE ANALYSES THE COMPANY CONDUCTED FOR ITS 283 

DIRECT, FIRST SUPPLEMENTAL AND SECOND SUPPLEMENTAL 284 

TESTIMONIES. 285 

A. Table 1 below compares the different resources identified.    286 

 287 

 288 

 289 

                                                 
12 Rick Vail Second Supplemental Direct Testimony, February 16, 2018, lines 99 to 108. 
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Table 1 290 

Projects Proposed (MW) 291 

 292 

 Direct 1st Supplemental 2nd Supplemental 

 6/30/2017 1/16/2018 2/16/2018 

McFadden II 110 109  

Ekola Flats 250  250 

TB Flats I 250 250 250 

TB Flats II 250 250 250 

Cedar Springs  400 400 

Uinta  161 161 

Total Request 860 1,170 1,311 

 293 

III. PROBLEMS WITH PACIFICORP’S ECONOMIC EVALUATION 294 

Q. WHAT ARE YOUR CONCERNS WITH PACIFICORP’S ECONOMIC 295 

ANALYSIS? 296 

A. I primarily have two areas of concern.  First, I believe the Company made changes to its 297 

modeling methodology that essentially ensured nearly all of its analyses would result in 298 

positive economic benefits.  Second, I do not believe the Company has adequately 299 

considered all legitimate risks that could ultimately harm ratepayers if it were to proceed 300 

with the Combined Projects. 301 

 302 

A. MODELING METHODOLOGY 303 

Q. HOW DID THE MODELING METHODOLOGY CHANGES AFFECT 304 

PACIFICORP’S RESULTS? 305 

A. As discussed above, beginning with the first supplemental direct testimony analysis, the 306 

Company introduced two modeling methodology revisions, one was a change from 307 

modeling PTC benefits using a levelized to a non-levelized representation, and the other 308 

was to include terminal value benefits for the first time.  These two modeling methodology 309 
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changes resulted in an incremental increase of nearly $262 million dollars of additional 310 

benefits being added to PacifiCorp’s 20-year (“to-2036 study”) net present value economic 311 

evaluation results.13  Without these changes, the Combined Projects would have been 312 

uneconomic in some of the cases in the to-2036 study.  The PTC modeling change only 313 

affected the to-2036 study results, not the to-2050 study results, and added $233 million in 314 

net present value benefits to the to-2036 study.  The change to include terminal value 315 

benefits increased both the Company’s to-2036 study and the Company’s to-2050 study, 316 

because the terminal value is levelized through the 2036 study period.  The new terminal 317 

value assumption resulted in an additional $29 million being added to the benefit in the to-318 

2036 study, and an additional $42 million being added to the benefit in the to-2050 study, 319 

on a net present value basis. 320 

Q. HAS PACIFICORP EVER JUSTIFIED ITS PRIOR PTC MODELING 321 

METHODOLOGY OF USING A LEVELIZED COST REPRESENTATION? 322 

A. Yes, the Company also made the same modeling methodology change midstream in the 323 

repowering proceeding (Docket No. 17-035-39), when it made a supplemental filing on 324 

February 1, 2018 to account for the impact of tax law reforms.  Prior to that, in a discovery 325 

response, the Company essentially asserted that the use of a levelized cost representation 326 

was more appropriate.  The Company stated in that response:14 327 

Income taxes are a component of revenue requirement, which spreads the initial 328 

up-front cost of assets over the life of those assets, accounting for return on 329 

investment, return of investment, and taxes. Production tax credits (PTC) 330 

represent a credit that offset income taxes, and therefore, a reduction to revenue 331 

requirement. Considering that PTCs are a component of income taxes that are 332 

included in revenue requirement, they are levelized over the life of the project 333 

                                                 
13 OCS estimate.   
14 The Company’s response to OCS 5.8 from docket 17-035-39 is included as OCS Exhibit 2.1 Second Rebuttal. 
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in the same way that other components of revenue requirement are levelized 334 

(i.e., return on and return of investment).    335 

 336 

  Essentially, PacifiCorp’s position at the time was that PTCs should be represented 337 

the same way that capital cost revenue requirements are represented because both have 338 

income tax components that are included in project revenue requirements.   339 

Q. HOW HAS PACIFICORP EXPLAINED ITS RECENT CHANGE TO MODEL PTC 340 

BENEFITS USING A NON-LEVELIZED REPRESENTATION?  341 

A. At line 38 of his January 16, 2018 supplemental direct testimony in this proceeding, Mr. 342 

Link explained the Company’s new approach as follows:  343 

The treatment of production tax credits (“PTCs”) in the system modeling 344 

scenarios extending out through 2036 has been changed to better reflect how 345 

the PTCs will flow through to customers, which makes the treatment consistent 346 

with the nominal revenue requirement results that extend out through 2050. 347 

 348 

Based on the Company’s new approach in which PTCs are modeled as non-349 

levelized values and capital revenue requirements continue to be modeled as levelized 350 

values, the entirety of the PTC benefits will be captured in the to-2036 economic 351 

evaluation, while a significant portion of the capital related revenue requirements will be 352 

excluded from that analysis.  The problem with PacifiCorp’s new modeling approach is 353 

that it essentially maximizes wind PTC benefits and minimizes capital costs that are 354 

included in the to-2036 economic evaluation, which ultimately leads to a bias that favors 355 

selection of certain resources. 356 

Q. EXPLAIN HOW CAPITAL COSTS ARE ESSENTIALLY MINIMIZED IN THE 357 

TO-2036 ANALYSIS. 358 

A. Capital revenue requirements are included in rates based on declining revenue requirement 359 

profiles (front-end loaded), but in economic analyses capital revenue requirements are 360 
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typically represented using a real levelized revenue requirement profile (back-end 361 

loaded).15  Because studies are performed based on present value analyses, it would make 362 

no difference how capital costs were represented if the entire operating life of the resource 363 

existed within the length of the study period.  However, when the operating life of a 364 

resource exceeds the study period, such as in the Company’s to-2036 analysis, then some 365 

of the capital revenue requirements have to be excluded from the study.  Because real 366 

levelized cost profiles are back-end loaded, a substantial portion of the actual capital costs 367 

are excluded for studies that end in 2036.  By modeling capital revenue requirements using 368 

a real levelized cost representation, those costs are essentially minimized in the to-2036 369 

economic analysis.         370 

Q. COULD YOU GIVE AN EXAMPLE DEMONSTRATING THAT THE WAY 371 

CAPITAL REVENUE REQUIREMENTS AND PTCS ARE REPRESENTED 372 

LEADS TO DIFFERENT COSTS BEING EXCLUDED IN THE ECONOMIC 373 

ANALYSIS?   374 

A. Yes, Figure 1 below compares cumulative net present value revenue requirements (capital 375 

cost revenue requirements less PTCs) for the Final Shortlist wind project, Uinta, using the 376 

Company’s original methodology that it used in direct testimony, “Levelized Capital, 377 

Levelized PTC”, and its new methodology, “Levelized Capital, Non-Levelized PTC”.  In 378 

addition, the figure also includes a third approach to modeling the benefits and costs, “Non-379 

Levelized Capital, Non-Levelized PTC”.  This method will be discussed further below.   380 

 381 

 382 

                                                 
15 In general, I follow PacifiCorp’s convention of referring to a real levelized profile as just a levelized profile.    
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Figure 1 383 

Comparison of Net Project Costs 384 

Cumulative Present Value Cost Streams 385 

 386 

[BEGIN CONFIDENTIAL] 387 

 388 

[END CONFIDENTIAL] 389 

Because the results are presented as cumulative present value dollars, each of the 390 

cost streams converge when the end of the operating life is reached.16  These results, which 391 

have been determined prior to considering energy benefits, indicate that by 2050 the wind 392 

capital revenue requirement will exceed the PTC benefit, for a cumulative net cost of about 393 

[BEGIN CONFIDENTIAL] ……. [END CONFIDENTIAL] million.  The graph also 394 

indicates that regardless of how capital costs and PTCs are represented, there would 395 

essentially be no difference in the results in the analysis, if the study period is long enough 396 

to capture the full set of capital revenue requirement costs and PTC benefits.  However, if 397 

                                                 
16 230 kV network upgrades and the D2 segment will have revenue requirements extending further out to 2082, as 

they have 62-year operating lives.  This mean that even in the to-2050 analysis some of the transmission related 

capital revenue requirements will be excluded from the to-2050 analysis. 
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the study period ends before that, such as in 2036, then some of the costs and benefits may 398 

be excluded from the study period, depending on the representation of the costs and 399 

benefits.  The vertical line serves to highlight the results at 2036.     400 

The solid line reflects the results based on the methodology that the Company relied 401 

on in its direct testimony, in which capital cost revenue requirements and PTCs were both 402 

levelized.  The dashed line is from the Company’s latest analysis in which capital cost 403 

revenue requirements are still levelized, but PTCs are represented as non-levelized values, 404 

and finally, the line with the diamond markers is the third option I mentioned, in which 405 

capital revenue requirements and PTCs are both represented as non-levelized values.   406 

Q. WHAT ARE THE ADVANTAGES OF MODELING BOTH PTCS AND CAPITAL 407 

COST REVENUE REQUIREMENTS USING NON-LEVELIZED 408 

REPRESENTATIONS?   409 

A. By changing from modeling levelized to non-levelized PTCs, the Company biased its 410 

results by including the most benefits, while at the same time including the least capital 411 

revenue requirements possible.  The Company asserts that the change was appropriate 412 

because it is now more aligned with how PTCs will be reflected in rates, yet its treatment 413 

of capital revenue requirements is not aligned with how those costs will flow through rates.  414 

The additional line in Figure 1 (blue diamond markers) represents both capital revenue 415 

requirements and PTCs using non-levelized costs, and has the advantage of modeling both 416 

streams consistently, and it better reflects how the capital revenue requirements and PTCs 417 

benefits flow through rates.     418 
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Q. WHAT ARE THE IMPACTS OF PACIFICORP’S CHANGE IN THE PTC 419 

MODELING METHODOLOGY, AND THE IMPACTS OF THE MODELING 420 

APPROACH YOU HAVE IDENTIFIED? 421 

A. Table 2 compares the Company’s results using its current PTC modeling approach (Link 422 

Table 2-SS corrected column) to its previous PTC modeling approach (Previous Approach 423 

column).  The table also includes the alternative modeling approach that I have introduced. 424 

Table 2 425 

Comparison of Capital and PTC Levelization Methodologies 426 

PaR Stochastic Mean PVRR(d) 427 

(Benefit)/Cost of New Wind  428 

 429 

Price-Policy Scenario 

PaR to-2036 

Link Table 2-SS  

Corrected 

 

Levelized Capital 

Non-Levelized PTC 

Previous 

Approach  

 

Levelized Capital 

Levelized PTC 

Alternative  

Approach 

 

Non-Levelized Capital 

Non-Levelized PTC 

Low Gas, Zero CO2 (150) 83 156 

Low Gas, Medium CO2 (179) 54 127 

Low Gas, High CO2 (337) (104) (30) 

Medium Gas, Zero CO2 (319) (86) (13) 

Medium Gas, Medium CO2 (357) (124) (51) 

Medium Gas, High CO2 (448) (215) (141) 

High Gas, Zero CO2 (569) (336) (262) 

High Gas, Medium CO2 (603) (371) (297) 

High Gas, High CO2 (695) (462) (388) 

 430 
Under PacifiCorp’s new approach (Link Table 2-SS Corrected), all price-policy 431 

cases show positive benefits that equal or exceed $150 million.  The second column reflects 432 

what the results would have been had PacifiCorp continued using its previous PTC 433 

modeling methodology.  The benefits using the prior PTC modeling methodology are about 434 

$233 million lower in every price-policy case.  In other words, the Company has achieved 435 
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substantially greater wind project benefits by doing nothing more than changing the PTC 436 

modeling representation, which is more of a slight of hand than a true increase in project 437 

benefits.  Had the Company continued to use its previous approach, two of the price-policy 438 

cases (Low Gas, Zero CO2, and Low Gas, Medium CO2), would have been clearly 439 

uneconomic.  Furthermore, three other cases, the Low Gas, High CO2, Medium Gas, Zero 440 

CO2, and Medium Gas, Medium CO2 cases, demonstrate relatively small benefits, which 441 

is not a compelling enough case for proceeding given other risks of the Combined Projects.  442 

  Under the alternative modeling approach in which capital revenue requirements and 443 

PTCs are both modeled using non-levelized costs, consistent with how the costs and 444 

benefits will flow through rates, the benefits in each price-policy case decline an additional 445 

$75 million compared to the Company’s previous results.  This modeling method results 446 

in an additional case demonstrating relatively small benefits (Medium Gas, High CO2), 447 

which further argues against proceeding with construction of the Combined Projects.   448 

Q. WERE THE PRICE-POLICY ASSUMPTIONS, WHICH THESE RESULTS WERE 449 

BASED ON, UPDATED SINCE THE COMPANY MADE ITS INITIAL FILING IN 450 

JUNE 2017? 451 

A. Yes, in its direct testimony, the Company used its April 26, 2017 Official Forward Price 452 

Curve (“OFPC”) natural gas price forecasts and versions of third party forecasts that were 453 

current at that time.  In its most recent testimony, the Company used its December 30, 2017 454 

OFPC natural gas price forecasts and updated third party forecasts.17  The latest forecasts 455 

all reflect lower natural gas prices, which is consistent with long-term trends that have been 456 

observed in the natural gas market.  The Company also used more recent third-party CO2 457 

                                                 
17 Link Supplemental Direct and Rebuttal Testimony, January 16, 2017, lines 443 to 447. 
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forecasts, which resulted in a reduction in and delay of the start of CO2 costs from what the 458 

Company previously relied on.  This is also consistent with my observations of trends at 459 

other utilities regarding their CO2 forecasts, particularly since no CO2 legislation has passed 460 

at the national level.  Furthermore, it is quite possible there will be no CO2 requirements at 461 

all in the to-2036 study horizon, and it is certainly possible that there may be no CO2 462 

requirements in the to-2050 study horizon.  Therefore, I continue to believe that there is a 463 

high probability that natural gas and CO2 costs will be in the low to medium price forecast 464 

range, and I believe that substantial consideration should be given to the Low to Medium 465 

Gas/Zero CO2 results found in Table 2 above. 466 

Q. YOU MENTIONED THAT ANOTHER MODELING CHANGE THE COMPANY 467 

MADE WAS TO INCLUDE A TERMINAL VALUE BENEFIT IN ITS ECONOMIC 468 

EVALUATION.  HOW HAVE THE RESULTS BEEN IMPACTED BY THIS 469 

BENEFIT? 470 

A. PacifiCorp assumes that at the end of the operating life of each owned wind project, the 471 

transmission assets will provide additional value at the wind sites because they will still 472 

have an additional 32 years of useful life remaining.  PacifiCorp accounted for this so-473 

called terminal value benefit by adding a nominal benefit of approximately $400 million 474 

to the results in year 2050.  The probability that the Company would be able to accurately 475 

determine a single benefit in the year 2050 is very low.  This simplistic assumption 476 

increased the project benefit of each price-policy case by $42.4 million on a net present 477 

value basis.  I believe this value is highly questionable and should not have been included 478 

in the analysis.  Table 3 below contains Mr. Link’s to-2050 results and compares them to 479 

the same results without the additional terminal value amount.   480 
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Table 3 481 

Comparison of Cases With and Without Terminal Value 482 

PaR Stochastic Mean PVRR(d) 483 

(Benefit)/Cost of New Wind  484 

 485 

Price-Policy Scenario 

PaR to-2050 

Link Table 3-SS  

Corrected 

 

Terminal  

Value  

Removed 

 

Low Gas, Zero CO2 184  226  

Low Gas, Medium CO2 127  170  

Low Gas, High CO2 (147) (104) 

Medium Gas, Zero CO2 (92) (50) 

Medium Gas, Medium CO2 (167) (124) 

Medium Gas, High CO2 (304) (261) 

High Gas, Zero CO2 (448) (405) 

High Gas, Medium CO2 (499) (457) 

High Gas, High CO2 (635) (593) 

 486 
The original results already demonstrate relatively low benefits in four out of nine 487 

of the cases (less than $150 million in benefits).  After removing the terminal value benefit 488 

assumption, the benefits declined by $42 million in each of the price-policy cases, and one 489 

more case has benefits less than $150 million (Medium Gas, Medium CO2). 490 

 491 

B. SOLAR SENSITIVITY  492 

Q. AS SHOWN ABOVE, THE COMPANY’S SHORTLIST WIND PROJECTS DO 493 

NOT APPEAR SUFFICIENTLY COMPELLING COMPARED TO THE STATUS 494 

QUO CASE.  HOW DID THE COMPANY’S SHORTLIST WIND PROJECTS 495 

COMPARE TO THE SOLAR PROJECTS IDENTIFIED IN THE 2017S RFP?  496 

A. The Company developed a sensitivity analysis based on the Medium Gas, Medium CO2 497 

and the Low Gas, Zero CO2 price-policy cases to examine whether it would be beneficial 498 

to acquire solar resources either without the Combined Projects (“Solar Only”), or in 499 

combination with the Combined Projects (“Solar plus Combined Projects”).  Mr. Link 500 
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presents results of acquiring solar resources without the Combined Projects in Table 4-SS 501 

Updated in his second supplemental direct testimony.  The Company’s results, based on 502 

the Stochastic Mean PaR to-2036 analysis for the Medium Gas, Medium CO2 case indicate 503 

that the Combined Projects case would be $129 million more economic than the Solar Only 504 

case.  The Company’s results for the Low Gas, Zero CO2 scenario indicate that the 505 

Combined Projects case would be just $11 million more economic than the Solar Only 506 

case, which is a very small amount.  In addition, the Company also presents results that 507 

indicate that customers would be better off with the Solar Projects by a small amount, $11 508 

million, when the same analysis is performed using the Stochastic Mean PaR model.   509 

Q. WHAT DOES MR. LINK CONCLUDE ABOUT THE SOLAR PROJECTS BASED 510 

ON THESE RESULTS? 511 

A. In his testimony, Mr. Link concludes that “This sensitivity does not support an alternative 512 

resource procurement strategy to pursue solar PPA bids in lieu of the Combined Projects.  513 

This would leave the significant benefits from the Combined Projects, which include 514 

building a much-needed transmission line, on the table.” (Link Corrected Second 515 

Supplemental Direct Testimony at line 445) 516 

 Q. DO YOU AGREE WITH MR. LINK? 517 

A. No, I do not, and I do not believe the Company has been completely transparent in the 518 

results the Company chose to discuss.  The Company only discussed results based on its 519 

to-2036 analysis, and as I discussed above, the Company introduced a significant modeling 520 

change by representing PTC benefits using a non-levelized representation, whereas 521 

previously, it had modeled PTC benefits using a levelized representation.  As will be 522 

discussed further below, this tends to favor selection of Company owned wind projects 523 



OCS-2SR Hayet (REDACTED) 17-035-40 Page 25 

    

 

REDACTED - SUBJECT TO RULE 746-1-602 AND 603 

 

over Solar PPA projects.  The following two tables compare the Company’s to-2036 Solar 524 

Sensitivity results to results based on the same case but with PTC benefits modeled using 525 

the same method the Company had used in Direct Testimony and in the IRP prior to that 526 

(levelized PTC representation).  Table 4 below presents the results of Medium Gas, 527 

Medium CO2 case.   528 

Table 4 529 

Solar Sensitivity Modeling Comparison (Medium Gas, Medium CO2) 530 

 531 

 
Medium Gas, Medium CO2 

to-2036 

 

Solar Only 

(Confidential) 

 

Wind Only 18 

A 
Lev Capital, Non-Lev PTC (Current 

Approach) 
(228) (357) 

B Lev Capital, Lev PTC (Prior Approach) (228) (124) 

C 
Non-Lev Capital, Non-Lev PTC 

(Alternative) 
…… (51) 

 532 

  Beginning with the results in Row B, those reflect the PTC modeling representation 533 

the Company used in analyses for Direct testimony, in which PTC values were levelized 534 

(Prior Approach).  Had PacifiCorp continued to use that approach it would have reported 535 

that the Solar Only Sensitivity case was more economic than the Wind Only case by $104 536 

million in the Medium Gas, Medium CO2 case (228 - 124).  The results in Row A (Current 537 

Approach) reflect that by switching to a new mathematical representation of PTCs (non-538 

levelized) in its supplemental direct testimony, the Company was able to flip the results, 539 

and determine that the benefit of Wind Only projects exceeded the benefit of Solar Only 540 

projects by $129 million (357 – 228).  The change in modeling methodology had no impact 541 

on the Solar results because all of the Solar bids were submitted to the Company based on 542 

                                                 
18 OCS Estimates, See Table 2. 
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PPA agreements, and the bids had no PTC component that could be adjusted.  The results 543 

in Row C are based on the Alternative modeling methodology that I presented above that 544 

has the advantage of representing all costs and PTCs consistently using a non-levelized 545 

representation, and best reflects how the benefits and costs will flow through rates.   546 

I disagree with the Company and conclude that by using a consistent modeling 547 

approach that best reflects how both capital revenue requirements and PTCs will flow 548 

through rates, the Alternative Approach indicates that the Solar Only resources are more 549 

economic than the Wind Only resources in this sensitivity case.  The following are the 550 

results of the Low Gas, Zero CO2 case, and my conclusions about these results are the same 551 

as for the Medium Gas, Zero CO2 case. 552 

Table 5 553 

Solar Sensitivity Modeling Comparison (Low Gas, Zero CO2) 554 

 555 

 
Low Gas, Zero CO2 

to-2036 

Solar Only 

(Confidential) 
Wind Only 

A 
Lev Capital, Non-Lev PTC (Current 

Approach) 
(139) (150) 

B Lev Capital, Lev PTC (Prior Approach) (139) 83 

C 
Non-Lev Capital, Non-Lev PTC 

(Alternative) 
….. 156 

 556 

Q. ABOVE, YOU MENTIONED THAT THE COMPANY DID NOT DISCUSS ALL 557 

OF THE RESULTS IT DEVELOPED.  PLEASE EXPLAIN THAT FURTHER. 558 

A. With regard to the Solar sensitivity, Mr. Link explained the to-2036 results, but did not 559 

discuss the to-2050 results the Company also created.  It is obvious that the Company 560 

performed studies using both its to-2036 and its to-2050 approaches because the results of 561 

both studies were included in the workpapers the Company provided.  Had Mr. Link 562 

included the to-2050 results in testimony, he most likely would have reached a different 563 
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conclusion than what he discussed based on the the Company’s to-2036 results.  The 564 

following figure contains a graph of annual cumulative net present value benefit results 565 

from the to-2050 study comparing the Solar Sensitivity case to the case with the Wind Only 566 

projects based on the Medium Gas, Medium CO2 price-policy assumptions.  567 

Figure 2 568 

Comparison of Solar Sensitivity vs. Wind Only Case 569 

Cumulative PVRR(d) of Net Benefit 570 

[BEGIN CONFIDENTIAL] 571 

 572 
[END CONFIDENTIAL] 573 

Note that the to-2050 results presented in Figure 2 above are the exact results that the 574 

Company provided in its workpapers (PROPRIETARY RMP Corrected EV2020 Second 575 

Supp Results Summary File - VOM adjusted 2-23-2018.xlsx).  This chart demonstrates 576 

that when the full range of costs and benefits occurring between 2017 and 2050 are 577 

considered in the analysis, the Solar Sensitivity provides a significantly larger benefit to 578 

customers than the Combined Projects on a net present value basis.  The Solar Sensitivity 579 

benefit exceeds the Combined Project benefit by [BEGIN CONFIDENTIAL] …..  580 

…………………. [END CONFIDENTIAL].  Not only are the Solar Projects more 581 
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economic based on this analysis, they also involve less risk considering that the new 582 

Gateway D2 transmission segment would not be required, and that PPA terms would likely 583 

have provisions protecting ratepayers from capital cost overruns or other energy/PTC 584 

production performance risks associated with Company self-build projects. 585 

 586 

C. INDEPENDENT EVALUATOR’S RFP EVALUATION 587 

Q. WHAT IS YOUR INTERPRETATION OF THE UTAH AND OREGON IES’ WIND 588 

RFP CONCLUSIONS?  589 

A. My interpretation of both IEs’ conclusions appears to be different than the Company’s and, 590 

in some ways similar to the Oregon Staff’s based on my review of the Oregon Staff’s March 591 

19, 2018 comments filed in Oregon Docket UM 1845.19  The Oregon Staff commented that 592 

the Oregon IE had paired its recommendation for acknowledgement (February 16, 2018 IE 593 

Final RFP Report) with a recommendation for ratepayer protections, though the Oregon 594 

Staff did not agree that the RFP should be acknowledged.20  In reply comments that 595 

PacifiCorp filed in Oregon on March 29, 2018, PacifiCorp disagreed with Staff’s 596 

interpretation of the Oregon IE’s recommendation.21  Based on my review of the Oregon 597 

IE’s Final RFP Report, I would agree that the Oregon IE acknowledged there were many 598 

risks associated with PacifiCorp’s Combined Projects proposal, which led it to pair its 599 

acknowledgement recommendation with recommended ratepayer protection measures, and 600 

as I will discuss below, the Utah IE had similar concerns.   601 

                                                 
19 http://edocs.puc.state.or.us/efdocs/HAC/um1845hac15355.pdf 
20 Id. at page 15. Oregon IE comments can be found in the Oregon IE Final RFP Report, February 16, 2018, 

Replacement Exhibit RTL-9SS, and public version at: 

http://edocs.puc.state.or.us/efdocs/HAH/um1845hah153253.pdf 
21 http://edocs.puc.state.or.us/efdocs/HAC/um1845hac152347.pdf 
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Q. DID THE UTAH OR OREGON IE EVALUATE THE WIND ONLY BIDS 602 

AGAINST ALL RESOURCE OPTIONS AVAILABLE TO PACIFICORP?  603 

A. No, the IEs only compared the 2017R “Wind Only” bids against each other, relying on the 604 

Company’s modeling, and did not do a thorough evaluation of other more current resource 605 

information.  This was particularly the case given the expedited process and limited time 606 

they had available to conduct their evaluations.  PacifiCorp itself conducted an IRP process 607 

over the course of a year, and only at the last minute presented its recommendations to 608 

spend over $2 billion on the Combined Projects.  As indicated in the following quotes, the 609 

IEs admitted they did not conduct an evaluation determining if solar bids could possibly 610 

be even more cost effective than the Combined Projects, or if the Combined projects were 611 

the correct resources to acquire.  The Utah IE noted:22 612 

…. it is not possible to determine if the wind-only resources offer the lowest 613 

reasonable cost without an integrated resource procurement and evaluation 614 

process that also includes solar and potentially other resources.  615 

 616 

The Oregon IE acknowledged this in its Assessment of PacifiCorp’s Final Draft 2017R 617 

Request for Proposals, August 10, 2017:23  618 

…. we do not address, and take no position on, two larger questions raised by this RFP, 619 

which are: 1) is Wyoming wind (paired with transmission) the “correct” resource to 620 

acquire? and 2) does this acquisition represent a “time-limited” opportunity of unique 621 

value to customers? To us, the first question will be answered in the IRP process and, 622 

if that process produces a “no” answer, then this RFP will be moot. 623 

 624 

Q. PREVIOUSLY YOU RAISED CONCERNS ABOUT THE COMPANY’S CHANGE 625 

TO MODEL PTCS USING A NON-LEVELIZED REPRESENTATION AND ITS 626 

                                                 
22 Utah IE Final RFP Report (Redacted Version), February 2018, Section VI., page 71, 

https://pscdocs.utah.gov/electric/17docs/1703523/300421RedacFinRep2-27-2018.pdf. 
23 http://edocs.puc.state.or.us/efdocs/HAH/um1845hah143933.pdf, at page 2. 

http://edocs.puc.state.or.us/efdocs/HAH/um1845hah143933.pdf
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USE OF TERMINAL VALUE.  DID THE IES COMMENT ABOUT THOSE 627 

ISSUES? 628 

A. Yes, the IEs raised concerns about whether the change in PTC modeling and the terminal 629 

value could bias the results in favor of one resource over another, specifically they were 630 

concerned about the possibility of a preference to select BTAs and PacifiCorp’s 631 

Benchmark Resources over PPA bids.  However, those were not the only issues the IE’s 632 

reviewed.  In general, the following issues were examined: 633 

1) The IEs reviewed sensitivity studies, including: 634 

a. A PTC Levelization study. 635 

b. A sensitivity concerning Cedar Springs.  The IEs wanted to determine if it would 636 

be more economic if the full output of Cedar Springs were pursued as a PPA instead 637 

of as a BTA.   638 

c. A sensitivity to consider if additional network upgrade costs that were identified as 639 

part of the interconnection-restudy process and identified as late as February would 640 

still be economic.   641 

2) The IEs investigated the impacts of data assumption corrections and updates (energy, 642 

sales tax) and interconnection queue/capability issues, that seemed to arise very late in 643 

the process. 644 

3) The IEs suggested that some of PacifiCorp’s Benchmark Resources be removed from 645 

the Shortlist, and certain PPAs be added instead.  However, this request was rendered 646 

moot when PacifiCorp notified the IEs that the substitute PPAs could not be used 647 

because of interconnection queue issues.   648 

Q. WHEN DID THE IES BECOME AWARE OF THE PTC LEVELIZATION ISSUE? 649 
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A. The Utah IE noted that it was reminded of the change when they compared results from 650 

PacifiCorp’s initial Shortlist from November 2017 to the first version of the Final Shortlist 651 

they received in early January 2018.   The Utah IE stated, “The IE questioned why PPAs 652 

would not be more competitive or even selected in the portfolios since the economics of 653 

BTAs and PPAs for initial shortlisting results were so competitive with a small differential 654 

in overall benefits on a $/MWH basis.”24 The Oregon IE asked PacifiCorp to run a 655 

sensitivity modeling PTCs using a non-levelized representation, which was discussed in its 656 

Final RFP Report to the Oregon PUC as follows:25 657 

… we asked the Company to run the SO Model with medium gas price and CO2 inputs 658 

and levelize PTCs over the 30-year life of BTA and Benchmark bids, instead of treating 659 

them as earned. The results were more in line with the levelized cost models. The SO 660 

model selected the XXXXXXXXXXXXX  PPA, the XXXXXXXXXXXXX PPA, and 661 

the XXXXX project. 662 

 663 

At this point, PacifiCorp made the observation that the non-levelized PTC selection 664 

would more closely reflect how they planned to pass PTC benefits through to 665 

ratepayers. While this was a reasonable assertion, we also noted that we had some 666 

concern that costs for their selection would not be levelized in real life but would, in 667 

fact, be front-loaded as well due to the way in which the costs for rate-based assets are 668 

recovered. Therefore, we had some concern that the front-loaded nature of rate 669 

recovery would cancel out the front-loaded benefits of the PTC recovery, and that the 670 

PPA-heavy portfolio was truly a better selection. 671 

 672 

The Utah IE shared the same concern and described a solution to the IEs’ concerns in 673 

written comments it sent to PacifiCorp and the Division on January 15, 2018, in which it 674 

recommended substituting a PPA bid option for two of the Company’s BTAs in the final 675 

shortlist.26 676 

Based on the questions identified by the IEs, the last-minute revisions to the analysis 677 

to address errors in inputs, and uncertainty over the reasonableness of the evaluation 678 

methodology, Merrimack Energy feels that a logical solution would be to include the 679 

                                                 
24 Utah IE Final RFP Report (Redacted Version), February 2018, at page 61. 
25 Oregon IE Final Public RFP Report, February 16, 2018, page 30. 
26 Utah IE Final RFP Report (Redacted Version), February 2018, at page 63. 
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xxxxxxxxxxxxxxxxxxxx as an option to the xxxxxxxxxxxxxxxxxxxxxxxxxxxx which 680 

total approximately xxxxxx.  681 

   682 

The Company did not agree with the IEs, but around this same time, the issue with the 683 

interconnection queue limitation arose, and that led to PacifiCorp eliminating both the PPA 684 

option and PacifiCorp’s McFadden Ridge Benchmark Resource from being considered for 685 

the Final Shortlist.   686 

Q. WHAT WERE THE RESULTS OF THE IE SENSITIVITY PRIOR TO THE 687 

INTERCONNECTION QUEUE ISSUE ARISING? 688 

A. PacifiCorp argued that its new approach to model PTCs using a non-levelized 689 

representation was appropriate and based on the SO model using the Medium Gas, Medium 690 

CO2 case, PacifiCorp determined that the to-2036 results indicated that the BTA resource 691 

was more economic.  However, when PacifiCorp performed the IE sensitivity, in which it 692 

modeled PTCs in the same way that it had when it developed the initial Shortlist, that is 693 

using levelized PTCs, the model favored the selection of PPAs over the BTAs.  694 

Furthermore, PacifiCorp also provided the IEs additional results in which all costs, 695 

both capital and PTCs, were modeled using non-levelized representations, which is the 696 

alternative approach that I suggested for examining results earlier in this testimony.  The 697 

following table shows the net benefit PVRR(d) results both through 2036 and through 2050 698 

using the non-levelized capital, non-levelized PTC comparison of the portfolios developed 699 

using each of the modeling methodologies.27   700 

 701 

 702 

 703 

                                                 
27 Oregon IE Final RFP Report, February 16, 2018, Replacement Exhibit RTL-9SS, page 31. 
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Table 6 704 

IE Sensitivity – Net Benefit PVRR(d) Comparisons 705 

Non-Levelized Capital, Non-Levelized PTC  706 

Net (Benefits)/Costs  707 

Millions of Dollars 708 
 709 

Study 

Length 

PAC BTA 

Portfolio 

IE PPA 

Portfolio  

2036 (95) (161) 

2050 (223) (224) 

 710 

The results indicate that the PPA heavy portfolio, developed using the levelized 711 

capital, levelized PTC methodology, is clearly more economic than the BTA heavy 712 

portfolio, developed using the Company’s levelized Capital, Non-levelized PTC 713 

methodology, in the analysis through 2036, and arguably as economic as PacifiCorp’s 714 

preferred BTA heavy portfolio in the analysis through 2050.  Also, as I discussed 715 

previously, the results are also biased because of PacifiCorp’s inclusion of a terminal value 716 

benefit, which the Company added to its BTA and Benchmark projects in 2050.  The 717 

following table contains the results with the terminal value benefit removed, and again 718 

indicates that the PPA heavy portfolio is more economic than the BTA heavy portfolio in 719 

the analysis through 2050.28 720 

Table 7 721 

IE Sensitivity – Net Benefit PVRR(d) Comparisons 722 

Terminal Value Benefit Removed 723 
 724 

Study 

Length 

PAC BTA 

Portfolio 

IE PPA 

Portfolio  

2050 (185) (219) 

 725 

                                                 
28 Oregon IE Final RFP Report, February 16, 2018, Replacement Exhibit RTL-9SS, page 32 
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Q. WHAT COMMENTS DID THE IES MAKE ABOUT THE RFP PROCESS ONCE 726 

THE INTERCONNECTION QUEUE ISSUE AROSE AND PACIFICORP 727 

DETERMINED BIDS HAD TO BE ELIMINATED BECAUSE THOSE BIDS 728 

REQUIRED COMPLETION OF ALL GATEWAY WEST AND SOUTH 729 

UPGRADES? 730 

A. The Oregon IE expressed discomfort with the RFP process in this selection of comments.29 731 

The net result of these adjustments calls for consideration of the overall context 732 

of the RFP.   ……..   So this entire RFP really boiled down to two viable 733 

benchmarks and two third-party offers, meaning a lot of the analysis presented 734 

here was of questionable value. 735 

 736 

To be clear, the remaining viable offers were competitive offers, but were not 737 

the best the market could provide based on cost or risk, but for the transmission 738 

constraint issue.   739 

 740 

The real issue here is that PacifiCorp’s procurement (in the form of this RFP) 741 

got out ahead of its resource and transmission planning. If PacifiCorp had 742 

identified this plan earlier, then all aspects of this work (IRP, transmission 743 

planning and resource acquisition) could have worked together in a more 744 

coherent fashion. 745 

 746 

Q. DID THE IES PROVIDE MANY COMMENTS ABOUT THE COMPANY’S 747 

SOLAR SENSITIVITY STUDIES?   748 

A. They each provided very limited comments about the solar sensitivities.  The only 749 

comments about the solar sensitivity cases that the Utah IE made in its report was simply 750 

to acknowledge that PacifiCorp had performed those sensitivities and provided the IE with 751 

the results, and the Oregon IE also did little more than to acknowledge PacifiCorp’s results.   752 

Q. WHAT DO YOU CONCLUDE FROM YOUR REVIEW OF THE IE REPORTS? 753 

                                                 
29 Oregon IE Final RFP Report, February 16, 2018, Replacement Exhibit RTL-9SS, pages 34-35.  Note, for the sake 

of brevity, where identified, some of the Oregon IEs comments were excluded, though their inclusion would not 

have altered the point being made.   
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A. I conclude that the IEs found several problems with PacifiCorp’s expedited RFP process, 754 

and they each acknowledged that they did not perform a broad evaluation of resources as 755 

typically would be performed in an IRP, to determine if a lower cost resource portfolio 756 

could be achieved.  The Utah IE in fact was quite explicit in mentioning that it was not 757 

possible for it to “determine if the wind-only resources offer the lowest reasonable cost 758 

without an integrated resource procurement and evaluation process that also includes solar 759 

and potentially other resources."30  Based on my review of the IE reports, I am even more 760 

concerned that there is a potential bias in the Company’s modeling methodology, and given 761 

the possibility that the transmission isn’t needed and that solar may be a better option, I 762 

simply do not believe the RFP shortlisted wind resources are necessarily the most optimal 763 

resources for the PacifiCorp System. 764 

   765 

D. RISKS PACIFICORP DID NOT EVALUATE 766 

Q. PACIFICORP CONDUCTED ANALYSES OF DIFFERENT PRICE-POLICY 767 

SCENARIOS, BUT DID IT CONDUCT ANY ANALYSES CONSIDERING THE 768 

POSSIBILITY OF HIGHER CAPITAL COSTS, LOWER WIND ENERGY AND 769 

PTC PRODUCTION, OR PROJECT DELAYS? 770 

A. No, it performed no analysis of the impacts of any of these risks.  In fact, at every step of 771 

the way, PacifiCorp has expressed confidence in its ability to complete BTA and 772 

Benchmark Resource projects on-time and on-budget, as well as its ability to forecast the 773 

amount of wind energy and PTCs that will be received.  One example is found in Mr. Vail’s 774 

supplemental direct testimony in which he stated the Company is very confident “that it 775 

                                                 
30 Utah IE Final RFP Report (Redacted Version), February 2018, at page 71. 
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will deliver the Aeolus-to-Bridger/Anticline Line at or below its cost estimates.”31  Another 776 

example is in Ms. Crane’s first supplemental testimony at line 209, in which she states, 777 

“We are confident that we will complete the Combined Projects before the 2020 deadline.”  778 

However, the Utah and Oregon IEs do not appear to be as confident, and neither am I.  The 779 

IEs expressed concern repeatedly throughout their final RFP reports about the possibility 780 

of project delays and that without protections, ratepayers could be subject to even higher 781 

costs with Benchmark Resources and BTAs than with PPAs.  As a means of protecting 782 

ratepayers, the Utah IE expressed its apparent belief that a cap on project costs would be 783 

reasonable by stating, “PacifiCorp has indicated that most of the costs are fixed which 784 

would lead us to believe that PacifiCorp would be willing to stand by these cost 785 

estimates.”32  786 

Q. HAVE YOU PERFORMED ANY ANALYSES TO DETERMINE THE IMPACT OF 787 

THESE RISKS ON THE PURPORTED BENEFITS OF THE COMBINED 788 

PROJECTS? 789 

A. Yes, I performed a set of analyses to investigate the impacts if a 5% increase in total capital 790 

cost, a 5% decrease in energy production, or a delay in the transmission projects were to 791 

occur.33  For the transmission delay case, I assumed that the wind projects would be 792 

completed on time, but because of the transmission delay, I assumed that PacifiCorp would 793 

have to limit the wind generation output based on a rotating wind resource operating 794 

schedule that the Company stated it could follow and still be eligible to receive PTCs.   795 

                                                 
31 Rick Vail Supplemental Direct and Rebuttal Testimony, January 16, 2018, at line 545. 
32 Utah IE Final 2017R RFP Report, (Redacted Version), February 2018, at page 41. 
33 Since I did not have access to the Company’s SO and PaR models, these are OCS estimates based on the 

modeling results that the Company provided.   
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In the cost overrun case, I assumed there would be an overall cost increase of 5% 796 

stemming from possible cost overruns in the BTA and Benchmark Resource costs, and the 797 

Transmission Project costs, to the extent that those costs have not been finalized and are 798 

not entirely fixed.   799 

In the case of the energy production sensitivity, I assumed that PacifiCorp’s wind 800 

energy turbines would only be able to produce 95% of the annual energy that PacifiCorp 801 

estimated.  I am aware that it would also be possible for the wind energy turbines to exceed 802 

expectations, or for the wind energy production to be higher than forecast in one year and 803 

lower than forecast in the next.  However, I do not think it is unreasonable for purposes of 804 

a risk analysis assessment to determine potential impacts based on a 5% reduction, 805 

considering it is a scenario easily within the realm of possibility. 806 

In the case of the transmission delay, I assumed that the Company would not be 807 

able to complete construction late in 2020, as the Company currently assumes, but instead 808 

would require an additional year during which time the wind projects would be limited to 809 

only 25% production based on a rotating production schedule that the Company states it 810 

could follow in order to be eligible to receive PTCs.34   811 

Q. WHAT ARE THE RESULTS OF YOUR SENSITIVITY ANALYSES? 812 

A. Table 8 compares net benefit PVRR(d) results of the different sensitivity cases that I 813 

analyzed for each price-policy case.  I include the sensitivity results based on the to-2036 814 

analysis, and I compare to what I refer to as the Base Case, which is the Alternative 815 

Approach that I presented in Table 2, which modeled capital cost revenue requirements 816 

                                                 
34 In its response to UIEC 2.3(c), the Company states it hasn’t conducted a complete financial evaluation on the 

round-robin plan that could be used in the event there is a substantial delay in completing the 500 kV transmission 

line.  This sensitivity is one possibility of what a substantial delay might be.   
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and PTCs using a non-levelized representation.  The last column is a final sensitivity case 817 

that I performed, in which all of the assumptions are modeled together in one case.  818 

Table 8 819 

PaR Stochastic Mean PVRR(d) 820 

(Benefit)/Cost of New Wind  821 

PTC and Capital Revenue Requirements Non-Levelized 822 

To-2036 Study ($ million) 823 

 824 

  5% 5% 25%          
  Cost Reduced Trans  Combined 

  
Base Case 

 

Overrun 

 

Production 

 

Delay 

 
Low Gas, Zero CO2  156  238  243  303  382  

Low Gas, Medium CO2  127  209  216  273  354  

Low Gas, High CO2  (30)  52   66  116  205  

Medium Gas, Zero CO2  (13)  69   83  137  225  

Medium Gas, Medium CO2  (51)  31   47   98  187  

Medium Gas, High CO2  (141) (59) (40)  10  104  

High Gas, Zero CO2  (262) (180) (154) (100) (1) 

High Gas, Medium CO2  (297) (215) (188) (135) (34) 

High Gas, High CO2  (388) (306) (274) (226)  (120) 

      

 825 

Q. PLEASE DISCUSS THE RESULTS OF YOUR SENSITIVITY ANALYSES? 826 

A. As previously discussed, under the assumption that PTCs and capital revenue requirements 827 

use non-levelized representations, the Base Case indicates that two cases are completely 828 

uneconomic, and four other cases produce benefits that are less than $150 million, which 829 

does not provide sufficiently compelling support for proceeding with the projects.  In the 830 

sensitivity analyses, all of results of the Low to Medium Gas/CO2 price-policy cases 831 

indicate the Combined Projects are uneconomic.  This is important because these are the 832 

possible futures that will have a good chance of occurring and should be given significant 833 

weight in any decision-making process.  These sensitivity results indicate the Combined 834 
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Projects will not be economic unless gas and CO2 costs are at the medium to high end of 835 

the spectrum.   836 

IV. RESOURCE NEED 837 

Q. IT APPEARS THE COMPANY HAS NOT DEMONSTRATED THE COMBINED 838 

PROJECTS ARE LEAST COST/LEAST RISK.  HAS THE COMPANY 839 

DEMONSTRATED THERE IS A RELIABILITY NEED FOR THESE COMBINED 840 

PROJECTS THAT COULD NOT BE MET ANY OTHER WAY?  841 

A. No, it has not.  As I discussed in my direct testimony, the IRP indicated that the Combined 842 

Projects were not needed to satisfy either the Company’s capacity requirements, or the 843 

Company’s transmission reliability requirements.  The Company has had a long-standing 844 

practice of allowing Front Office Transactions (“FOTs”), to meet a portion of its capacity 845 

needs, and PacifiCorp never stated in its June 30, 2017 Application that one of the goals of 846 

acquiring these new wind resources is to reduce its reliance on FOTs.   847 

Q. THE COMPANY IS NOW CLAIMING THAT IT NEEDS TO HAVE THE 848 

TRANSMISSION PROJECTS IN SERVICE BY 2024, WHETHER IT IS 849 

APPROVED TO ACQUIRE THE NEW WIND RESOURCES IN 2020 OR NOT.  850 

HAS THE COMPANY PROVEN THIS NEED? 851 

A. No. First, this statement of need was never discussed anywhere in the Company’s June 30, 852 

2017 Application.  Had the Company’s request been based on a resource need, the June 853 

30, 2017 application would have had an entirely different emphasis.  Mr. Vail emphasized 854 

this “resource need” in his supplemental direct and rebuttal testimony that he filed on 855 

January 16, 2018.  For example, Mr. Vail stated, “To be clear, even if the Wind Projects 856 

are not approved, the Company’s—and the region’s—long-term transmission plans still 857 
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call for the construction of the Aeolus-to-Bridger/Anticline Line (and some of the network 858 

upgrades) by 2024.  Thus, the Company will need to construct this transmission line in the 859 

near future.”35  If the Company really believed the transmission line would have to be 860 

constructed by 2024, then it would have included the assumption that the D2 segment 861 

would be in-service in 2024 in the status quo case in its modeling analyses.  Then, in its 862 

modeling analyses, all of its cases with the Combined Projects would simply have 863 

advanced the in-service date of the D2 segment by four years to 2020.  However, that is 864 

not how the Company modeled the status quo case, as it made no assumption in that case 865 

that the Company would ever install the D2 segment.   866 

There is no doubt that the Company has included the completion of this line by 867 

2024 as part of its transmission plans for a few years.  In its 2015 IRP report, PacifiCorp 868 

indicated its plans called for completion of the Segment D portion of the Gateway project 869 

by 2024.36  However, 2024 is nothing more than just a target, not a mandatory date by 870 

which the Company will complete the transmission line, or that the line will ever be 871 

completed for that matter.  For instance, in PacifiCorp’s 2008 IRP, PacifiCorp included the 872 

500 kV line between Windstar and Populus in its action plan with an assumed in-service 873 

date of 2014,37 and in its 2013 IRP, PacifiCorp discussed its plans for the same line, but 874 

with a new assumed in-service date of 2019.38   875 

                                                 
35 Rick Vail Supplemental Direct and Rebuttal Testimony, January 16, 2018, at line 265. 
36https://www.pacificorp.com/content/dam/pacificorp/doc/Energy_Sources/Integrated_Resource_Plan/2015IRP/Paci

fiCorp_2015IRP-Vol1-MainDocument.pdf, March 31, 2015, at page 57. 
37https://www.pacificorp.com/content/dam/pacificorp/doc/Energy_Sources/Integrated_Resource_Plan/2008IRP/200

8IRP_Vol1_5-28-09.pdf, May, 28, 2009, at page 258-259. 
38https://www.pacificorp.com/content/dam/pacificorp/doc/Energy_Sources/Integrated_Resource_Plan/2013IRP/Paci

fiCorp-2013IRP_Vol1-Main_4-30-13.pdf   April 30, 2013, at page 65. 

https://www.pacificorp.com/content/dam/pacificorp/doc/Energy_Sources/Integrated_Resource_Plan/2015IRP/PacifiCorp_2015IRP-Vol1-MainDocument.pdf
https://www.pacificorp.com/content/dam/pacificorp/doc/Energy_Sources/Integrated_Resource_Plan/2015IRP/PacifiCorp_2015IRP-Vol1-MainDocument.pdf
https://www.pacificorp.com/content/dam/pacificorp/doc/Energy_Sources/Integrated_Resource_Plan/2008IRP/2008IRP_Vol1_5-28-09.pdf
https://www.pacificorp.com/content/dam/pacificorp/doc/Energy_Sources/Integrated_Resource_Plan/2008IRP/2008IRP_Vol1_5-28-09.pdf
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Q. WHAT EXPLANATION HAS THE COMPANY GIVEN IN ITS IRPS 876 

CONCERNING THE REVISIONS TO ITS GATEWAY IN-SERVICE DATE 877 

PLANS? 878 

A. In its 2015 IRP, PacifiCorp provided no sense of critical need when it explained why the 879 

Gateway segments in-service dates have been revised, when it explained:39     880 

Finally, the timing of segments is regularly assessed and adjusted. While 881 

permitting delays have played a significant role in the adjusted timing of some 882 

segments (e.g., Gateway West and Gateway South), the Company has been 883 

proactive in deferring in-service dates as needed due to permitting schedules, 884 

moderated load growth, changing customer needs, and system reliability 885 

improvements. 886 

 887 

The Company will continue to adjust the timing and configuration of its 888 

proposed transmission investments based on its ongoing assessment of the 889 

system’s ability to meet customer needs and its compliance with mandatory 890 

reliability standards. 891 

 892 

 An almost identical statement is included in the Company’s most recent 2017 IRP.40  Based 893 

on this review, I do not believe that PacifiCorp has established that there is a critical need 894 

for the proposed transmission segments, such that they will have to be added by 2024, 895 

whether the wind resources are acquired or not.   896 

Q. PACIFICORP STATED THAT MODERATING LOAD GROWTH HAS PLAYED 897 

A ROLE IN ADJUSTING THE TIMING OF NEED FOR THE NEW 898 

TRANSMISSION.  HAVE YOU ALSO REVIEWED THE TRENDS IN 899 

PACIFICORP'S LOAD GROWTH?  900 

A. Yes, I have examined trends in PacifiCorp’s peak demand forecasts both in Utah and in 901 

Wyoming as provided in PacifiCorp’s IRP Reports from the 2007 IRP through the 2017 902 

                                                 
39 2015 IRP at page 56. 
40 2017 IRP at page 70. 
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IRP.  The following two graphs compare the forecasts for each state over time and 903 

demonstrate a significant flattening of demand requirements over time.  904 

 905 

Figure 3 906 

Wyoming Jurisdictional Load Forecast (MW) 907 

 908 

 909 

 910 

Figure 4 911 

Utah Jurisdictional Load Forecast (MW) 912 

 913 

 914 

 915 
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The 2017 peak demand projections are still below the earlier projections that had been 916 

developed close in time to when the Gateway line had first been proposed by PacifiCorp, 917 

and given that the projections have even trended lower in this proceeding, it certainly does 918 

not appear that load growth will be a significant driver in PacifiCorp’s need to construct 919 

the new transmission projects for some time to come.         920 

V. RATEPAYER PROTECTIONS 921 

Q. BESIDES CONDITIONS THAT YOU PRESENT, DO OTHER OFFICE 922 

WITNESSES RECOMMEND OTHER RATEPAYER PROTECTIONS?  923 

A. Yes, Ms. Donna Ramas presents additional protections, including the Office’s 924 

recommendation that the Company’s RTM proposal should be rejected, and Mr. Bela 925 

Vastag recommends capping the cost of the Combined Projects based on the Office’s 926 

concern about a new Multi State Process (“MSP”).  927 

Q. HAS PACIFICORP ACKNOWLEDGED A WILLINGNESS TO ACCEPT ANY 928 

RISKS? 929 

A. Yes, at line 207 of her supplemental direct and rebuttal testimony, Ms. Crane stated, “While 930 

we do not believe it is appropriate for the Company to absorb risks beyond its control, we 931 

are prepared to accept risks associated with our performance.”  In my opinion, Ms. Crane 932 

has understated the performance risks that the Company should absorb.  It must accept 933 

responsibility, for example, for the cost of delays that occur as a result of one of its 934 

contractors that is unable to meet its obligations and cause the overall project to be delayed.  935 

Another example relates to the Company’s plans to operate the wind resources in a “round 936 

robin scheme” if the transmission projects are delayed.  In response to OCS 16.7, the 937 

Company explained how it intends to ensure the wind resources would be eligible to 938 
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receive PTC benefits in the event the new transmission projects are delayed.  The Company 939 

essentially explained that if the transmission delay is caused by the performance of one of 940 

its contractors, PacifiCorp should not be held responsible for that.  I disagree, and I believe 941 

that PacifiCorp should be responsible for the performance of all of its contractors.  As 942 

between the ratepayer and PacifiCorp, PacifiCorp is the party with the contracting, 943 

managing and oversight responsibility and should assume full responsibility for the actions 944 

of its contractors.  I recommend that the Commission require PacifiCorp to assume all 945 

responsibility for the successful completion of the Combined Projects, based on more 946 

stringent conditions that I outline below.    947 

Q. IN YOUR DIRECT TESTIMONY YOU PRESENTED A RATEPAYER 948 

PROTECTION TO CAP THE COST OF PROJECT IN RATES.  ARE YOU STILL 949 

RECOMMENDING THAT RATEPAYER PROTECTION? 950 

A. Yes, however, given the additional findings that I have discussed in this testimony, such as 951 

the fact that new wind resources are based strictly on economics, and not reliability, and 952 

given that there are other resources that are more economic including solar resources, I 953 

believe additional ratepayer protections are required.  My primary recommendation 954 

remains that these projects should be denied, but in the event the Commission decides to 955 

approve the Company’s requests, I recommend the Commission adopt the following 956 

additional conditions: 957 

 PacifiCorp should be limited to recovery of capital investment for the Combined 958 

Projects to the amounts that it included in its corrected second supplemental direct 959 

testimony filing.    In other words, the Company should not be authorized to recover 960 

anything more than the lesser of the amount the Company identified to construct the 961 

Combined Projects or the actual completed cost of the Combined Projects.    962 

 963 

 PacifiCorp should be limited to recovery of future O&M and capital expenditures for 964 

the approved repowering projects to the amounts that it included in its corrected second 965 
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supplemental direct testimony filing.  In other words, these costs should be capped to 966 

the amounts the Company assumed for these costs in its corrected testimony analysis 967 

for the Utah jurisdiction.   968 

 969 

 In addition, PTCs and energy benefits should be guaranteed at 95% of the amounts 970 

PacifiCorp assumed in its corrected second supplemental direct testimony filing for the 971 

life of the wind projects.  I do not believe this is unreasonable as PacifiCorp has 972 

expressed a high degree of confidence in its ability to forecast the amount of wind 973 

energy that the projects will produce, and 95% is a reasonable margin to allow for some 974 

forecasting error.      975 

 976 

 PacifiCorp has computed all analyses based on the assumptions that retail ratepayers 977 

will ultimately only have to pay 88% of the capital costs because the remaining 12% 978 

will be assigned to wholesale transmission customers through OATT charges.  I 979 

recommend that the Commission cap the allocation to retail customers at 88% of the 980 

capital related revenue requirements.  981 

 982 

Q. WHAT IS THE AMOUNT THAT YOU RECOMMEND CAPPING THE COST OF 983 

THE COMBINED PROJECTS ON A UTAH JURISDICTIONAL BASIS?  984 

A. The following table identifies the amount the Company identified to construct the 985 

Combined Projects. 986 

  987 
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Table 9 988 

Project In-Service Capital 989 

$ Millions 990 
 991 

 

In-Service 

Capital41 

After 12% 

Transmission 

Contribution 

Utah 

Jurisdiction42 

Transmission ….. ….. ….. 

230 kV Upgrades ….. ….. ….. 

Total Transmission ….. ….. ….. 
 

   
Ekola Flats ….. ….. ….. 

TB Flats  ….. ….. ….. 

Cedar Springs ….. ….. ….. 

Uinta ….. ….. ….. 

Total Wind ….. ….. ….. 

    

Combined Projects ….. ….. ….. 

 992 

The amount the project should be capped at is $....  million on a Utah Jurisdictional basis. 993 

Q. ARE THE CONDITIONS ABOVE CONSISTENT WITH THE 994 

RECOMMENDATIONS THAT THE IES MADE IN THEIR FINAL REPORTS? 995 

A. Yes, as I mentioned previously, the Utah IE noted that the Company expressed confidence 996 

in its ability to complete the projects within budget because it stated that most of the costs 997 

are fixed.  This in turn led the Utah IE to state that this “would lead us to believe PacifiCorp 998 

would be willing to stand by these costs estimates.”43  Furthermore, the Oregon IE devoted 999 

a section entitled Additional Recommendations to Protect Ratepayers, which it stated was 1000 

to  “help protect ratepayers from bearing undue risk” and “ensure they receive the benefits 1001 

promised during the RFP.”  In essence, the Oregon IE recommended that similar conditions 1002 

                                                 
41 Chad A. Teply Confidential Exhibit RMP (CAT‐5SS), New Wind Initial Capital Annual Details. 
42 Joelle R. Steward's Exhibit RMP__(JRS-2SS) uses the SG allocation factor of 42.6283%. 

 
43 Utah IE Final 2017R RFP Report, February 2018, at page 41. 
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be imposed to those that I recommended including holding PacifiCorp to be allowed to 1003 

recover just the amount of capital and O&M that the Company outlined in its corrected 1004 

second supplemental direct testimony for all of the Combined Projects, and to hold 1005 

ratepayers harmless such that ratepayers would receive the full PTC benefits that 1006 

PacifiCorp identified in its economic analyses.44  1007 

VI. CONCLUSIONS 1008 

Q. PLEASE STATE YOUR CONCLUSIONS.   1009 

A. Based on my analysis I do not believe the Company has proven that the Combined Projects 1010 

will most likely result in the acquisition, production, and delivery of electricity at the lowest 1011 

reasonable cost and least risk possible as required by Utah Code §54-17-302(3)(c).  The 1012 

Company’s modeling analyses do not provide convincing evidence that these projects 1013 

would be economic.  In this and in my direct testimony, I have identified problems in both 1014 

the Company’s to-2036 and its to-2050 economic analyses.  The potential inaccuracy of 1015 

the modeling results places significant risk on the ratepayer, particularly given that the 1016 

projects can swing from being economic to uneconomic depending on the modeling 1017 

method used.   1018 

I have also reviewed the Company’s Solar Only Sensitivity case and found that 1019 

when based strictly on the Company’s own to-2050 results, the Solar projects are more 1020 

economic than the Combined Projects.  Furthermore, I evaluated the to-2036 study results, 1021 

and found that depending on how the PTC and capital revenue requirements are modeled, 1022 

Solar Only resources could be more economic than the Combined Projects.  I found that 1023 

the only case in which the Combined Projects were more economic than the Solar Only 1024 

                                                 
44 Oregon IE Final RFP Report, February 16, 2018, Replacement Exhibit RTL-9SS, page 4.   
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resources was in the case in which the Company revised its methodology to use a non-1025 

levelized PTC representation. 1026 

  I also do not believe the Company has considered all risks that could affect the 1027 

Combined Projects including the possibility of cost overruns, lower wind energy 1028 

production and PTC benefits.  Based on the risk analysis I performed, small changes in 1029 

assumptions could easily lead to some of the price-policy cases becoming uneconomic.  1030 

For the most part, I found that when compared to the Status Quo case, the Combined 1031 

Projects would only be economic in the Moderate to High Gas/CO2 cases when additional 1032 

risks were considered such as small cost overruns.  Furthermore, because of transmission 1033 

queue issues and the modeling change going from using a levelized to a non-levelized PTC 1034 

representation, the Company’s selection process is biased against selecting PPA projects 1035 

in favor of selecting self-build and BTA projects.  PPA projects would protect ratepayers 1036 

from cost, energy production, and PTC risks. 1037 

Based on these concerns, my primary recommendation is that the Commission 1038 

should deny the Company’s request.  However, if the Commission is inclined to permit the 1039 

Company to proceed with building the Gateway D2 segment and acquire about 1,300 MW 1040 

in new wind project capacity, I recommend that the Commission impose a set of ratepayer 1041 

protection conditions.  In addition to the conditions that I have proposed, Office witnesses 1042 

Ramas and Vastag, presents other conditions in their testimonies.   1043 

Q. DOES THIS CONCLUDE YOUR TESTIMONY? 1044 

A. Yes, it does. 1045 


