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INTRODUCTION

Please state your name and business address.

My name is Nancy L. Kelly. My business address is 307 West 200 South, Suite 2000,

Salt Lake City, UT 84101.

By whom are you employed and in what position?

I am employed by Western Resource Advocates (WRA) in its Clean Energy Program as a
Senior Policy Advisor. WRA is a regional nonprofit advocacy organization that fights
climate change and its impacts in order to sustain the environment, economy, and people
of the West. WRA’s Clean Energy Program develops and implements policies to reduce
the environmental impacts of utilities in the Interior West by advocating for a western
electric system that provides clean, affordable and reliable energy, reduces economic
risks, and protects the environment through the expanded use of energy efficiency,
renewable energy resources, and other clean energy technologies. WRA has offices in
Salt Lake City, Utah; Boulder and Denver, Colorado; Reno, Nevada; Phoenix, Arizona;

and Santa Fe, New Mexico.

On whose behalf are you testifying in this proceeding?

I am testifying on behalf of WRA.

Please give a brief description of your professional experience and education.

I provide policy analysis and regulatory support to WRA in electric-industry-related

matters, including issues of interjurisdictional allocation, integrated resource planning,
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and regional transmission-related initiatives. I have worked in the industry for
approaching 30 years, and I have participated in regulatory dockets in Utah, Colorado,
Nevada, and New Mexico. Before joining WRA in 2008, I worked with the Utah Office
of Consumer Services as a consultant and Utility Economist. I began my professional
career as an academic economist at [daho State University where I spent three years as a
faculty member in the Department of Economics and close to five years as the economist
in the Center for Business Research and Services. I received a B.S. in economics from
Idaho State University in 1983 and completed my fieldwork toward a PhD in economics
from the University of Utah in 1991. A more detailed description of my qualifications is

attached as Exhibit WRA  (NK-1).

Have you previously testified before the Public Service Commission of Utah (PSC or

Commission)?

Yes. I have testified in a number of proceedings, including the 2004 proceeding that
approved the use of the Revised Protocol to determine Utah’s share of system costs for
rate making purposes in docket number 02-035-04 and the 2019 proceeding that

approved the 2020 Protocol stipulation in docket number 19-035-42.

What is the purpose of your testimony in this case?

My testimony provides WRA’s evaluation of PacifiCorp’s request that the Commission
approve the use of the 2026 PacifiCorp Inter-Jurisdictional Allocation Protocol (2026

Protocol) for inter-jurisdictional cost-allocation purposes to be effective January 1, 2026.
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Please summarize your assessment of PacifiCorp’s proposal.

The 2026 Protocol is an incomplete, stop-gap measure designed to meet PacifiCorp’s
legal requirements in Washington, fix PacifiCorp’s near-term cost-recovery shortfall
resulting from disallowances of PacifiCorp’s greenhouse gas (GHG) costs on the
operation of Chehalis, and rectify the ongoing shortfall resulting from Washington’s
adoption of a separate allocation method from the negotiated method used by the other
five states for nearly 20 years. The 2026 Protocol method benefits Washington and
PacifiCorp at the expense of Utah customers. Further, by addressing only PacifiCorp’s
cost recovery issues associated with Washington and not a comprehensive allocation
method to address policy divergence going forward, the 2026 Protocol presents unknown

risks for Utah customers.

The Company’s proposal shifts from shareholders to customers costs that PacifiCorp
previously committed to accept when it accepted the risk of interjurisdictional allocation
differences (Section I1.B.). The proposal abrogates elements of the 2020 Protocol that are
critical for ensuring that assigning additional costs of coal-fueled resources to Utah is in
the public interest (Section I1.C.). The proposal shifts future unknown costs and risks
associated with coal resources to Utah customers (Section II.D.) and shifts a
disproportionate share of lower-cost resources to Washington (Section IL.E.). The
“benefits” associated with the Company’s proposal are illusory and uncertain (Section
IL.F.), and the proposal could expose Utah customers to continued high and volatile net
power cost (Section II.G.). By shifting costs and multiple risks to Utah without a

demonstration of benefits, it is neither just nor reasonable and should be rejected.

Page 3



63

64

65
66

67
68
69
70
71
72

73
74

75

76
77

78

79

80

81

82

83

84

Direct Testimony of Nancy Kelly for WRA
Docket No. 25-035-47

Q: What do you recommend?
A: My recommendation has three components.

e The Commission should deny PacifiCorp’s application as not just and reasonable for
the reasons identified in my testimony.

e To allow for the completion of an interjurisdictional allocation method that is
currently being negotiated by Commission staff and stakeholders from Idaho, Oregon,
Utah, Washington, and Wyoming, the Commission should extend the use of the 2020
Protocol. The alternative under development provides a framework to address the
full range of diverging state policies, including Oregon’s exit from coal in 2030.

e To further this promising alternative to the 2026 Protocol, the Commission should
direct the Company to provide requested information to the multi-state stakeholder
collaboration.

II. THE 2026 PROTOCOL PROPOSAL IS NEITHER JUST NOR REASONABLE
A. The 2026 Protocol is Designed to Meet PacifiCorp’s Legal Requirements in
Washington and Address PacifiCorp’s Cost Recovery Shortfalls
Q: Please describe PacifiCorp’s 2026 Protocol proposal.
A: The 2026 Protocol is a companion filing to the Washington 2026 Protocol that PacifiCorp

filed in Washington in April of 2025 and that was approved by the Washington Utilities
and Transportation Commission (WUTC) on December 22, 2025. In combination, the
Washington 2026 Protocol and the proposed 2026 Protocol that PacifiCorp filed in Idaho,
Oregon, Utah, and Wyoming' in August 2025 are designed to recover 100% of

PacifiCorp’s system costs? while meeting Washinton’s legal requirements.

! PacifiCorp has not yet approached California for a change in allocation method.

2 Direct Testimony of Rick T. Link for Rocky Mountain Power, Docket No. 25-035-47 (filed August 5,
2025) at lines 46-48 [hereinafter Link Direct Testimony].
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To achieve this end, PacifiCorp proposes to create two resource portfolios, one for
Washington and one for the remaining five states: California, Oregon, Idaho, Utah, and
Wyoming. Both the Washington Portfolio and the Five-State Portfolio would be
comprised of the costs of shares of existing resources that would be permanently fixed.
The costs for the resources assigned to the Five-State Portfolio would be dynamically
allocated among the five states based on each state’s relative load.® The Company
expects to develop a second phase proposal that would fix Oregon’s resource share, and
potentially Utah’s, to be effective concurrent with Oregon’s exit from coal-fired

generation on January 1, 2030.*

In parsing existing system resources, PacifiCorp proposes to situs assign the Chehalis gas
plant and Washington-based Qualifying Facilities (QFs) to Washington. In addition, they
aim to split between the Washington Portfolio and the Five-State Portfolio (1) legacy
interruptible contracts, (2) two converted natural gas units at Jim Bridger, and (3) all non-
emitting renewable resources other than the Rolling Hills wind facility. Finally,
PacifiCorp proposes to assign all other thermal system resources, including the
Hermiston gas plant that had previously been in Washington rates, as well as all non-

Washington QFs, to the Five-State Portfolio to be dynamically allocated.

3 Id. at lines 326-330.
4 Id. at lines 307-316.
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Q: How would you characterize the 2026 Protocol?

A: The 2026 Protocol is an incomplete, stop-gap measure designed to meet PacifiCorp’s
immediate legal requirements in Washington, fix PacifiCorp’s near-term cost-recovery
shortfall resulting from state disallowances of PacifiCorp’s GHG costs on the operation
of Chehalis, while also proposing to rectify its ongoing cost-recovery shortfall resulting
from Washington’s adoption, two decades ago, of an allocation method that differs from
the negotiated method used by the other five states. The proposal benefits Washington

and PacifiCorp at the expense of Utah customers.

Q: Why do you say the 2026 Protocol is designed to meet Washington’s legal

requirements?

A: Washington law requires removal of coal-fired generation from Washington rates by
January 1, 2026,° greenhouse gas neutrality by 2030, and carbon free retail electricity by
2045.% Under Washington’s previous allocation method, the Washington Inter-
Jurisdictional Allocation Methodology (WIJAM), PacifiCorp could not have complied.
Washington rates have historically included costs for power from Colstrip Unit 4, a coal-
fired generating unit located in Montana,” and the four coal-fired units at Jim Bridger,
located in Wyoming, as well as the Hermiston gas plant located in Oregon, and the

Chehalis gas plant located in Washington. While the Jim Bridger plant has historically

3 Id. at lines 49-61.
¢ Jd. at lines 69-72.

" PacifiCorp is a minority owner in Colstrip and until recently had ownership shares in Units 3 and 4.
However, PacifiCorp’s share in Unit 3 was recently converted to additional capacity in Unit 4, so
PacifiCorp’s ownership is now consolidated in Unit 4.
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operated on coal fueled by a company-owned mine, as part of a Regional Haze
agreement, Units 1 and 2 are in the process of being converted to natural gas.

Construction began in June of 2025 and is expected to be completed by May 1, 2026.%

PacifiCorp’s proposal removes from Washington’s cost responsibility the costs of
Colstrip Unit 4 and Jim Bridger Units 3 and 4, as well as the Hermiston gas plant, while
situs assigning the Chehalis gas plant to Washington. So, the only thermal generation that
will remain Washington’s cost responsibility will be the full capacity of the Chehalis gas
plant and the two converted natural gas units at Jim Bridger that will likely dispatch
infrequently.’ These changes address PacifiCorp’s immediate legal obligations while

positioning it to more easily comply with Washington’s emission reduction requirements.

Why do you call the 2026 Protocol incomplete?

The Company has proposed a “phased implementation of changes to its cost-allocation
methodology.”!® PacifiCorp has explained that this filing is the first of two cost
allocation protocols they intend to file.!! However, key concerns are saved for the second

phase, and PacifiCorp has provided no information regarding when to expect the second

8 Wyoming Public Service Commission, In the Matter of the Application of Rocky Mountain Power for
Authority to Convert the Primary Fuel Source for Naughton Power Plant Units 1 and 2 From Coal to
Natural Gas, Docket No. 20000-673-EN-24 (filed November 6, 2024),
https://www.rockymountainpower.net/about/rates-regulation/wyoming-regulatory-filings/docket-20000-

673-en-24.html.

% In addition to the fact that converted coal units have a high heat rate and are costly to operate, Mr. Link
says that the units can provide capacity and “be managed to meet energy policies of all states.”
Link Direct Testimony, supra note 2, at lines 367-372.

10 74 at lines 50-51.
1 1d. at lines 62-64.
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filing or what will be in it,'? just that it will be “effective no later than 2030.”!3 As I
discuss further below, it is not possible to fully understand the proposal’s impact to Utah

without understanding these significant missing pieces.

How does the 2026 Protocol address state disallowances of GHG costs on the

operation of Chehalis?

The Climate Commitment Act passed by Washington in 2021 requires the purchase of
allowances to emit carbon dioxide on all large emitters. While the Company receives
free allowances to cover its Washington retail load, it must purchase allowance to cover
any portion of its obligation not associated with this load. In recent rate cases, Idaho,
Utah, and Wyoming disallowed these costs.!* If the plant is situs assigned, PacifiCorp

will receive allowances sufficient to cover all of its generation. '°

Does PacifiCorp’s seek to rectify any other state disallowance through its proposal?

Yes. Oregon disallowed the costs of the Rolling Hills wind facility. PacifiCorp’s
proposal assigns Oregon’s share of system costs to Washington. California, Idaho, Utah,
and Wyoming as a group would be assigned the remainder, to be dynamically allocated

among them.

12 See, e.g., RMP’s Response to UTLCG Data Requests 2.7, 2.69, and 3.12; DPU Data Requests 1.4 and
1.5, attached as Exhibit WRA  (NK-2).

13 Link Direct Testimony, supra note 2, at lines 311-313.
14See RMP’s Response to UTLCG Data Request 7.15, attached as Exhibit WRA _ (NK-2).

15 See RMP’s Response to UTLCG Data Request 1.8 and Sierra Club Data Request 2.3, attached as
Exhibit WRA__(NK-2).
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What are other cost recovery differences PacifiCorp attempts to address with the

2026 Protocol?

PacifiCorp operates a single system and uses common resources to serve customers in six
states. When all states use a common cost apportionment method to determine their
share of system costs, PacifiCorp has the opportunity to recover 100% of its costs, no
more, no less. However, ever since Washington’s rejection of the Revised Protocol
allocation method, negotiated through the initial Multi-State Process (MSP) and approved
by Utah in 2004,'® Washington has determined its revenue requirement using a method
that differs from the other five states,!” leaving open the likelihood that PacifiCorp’s cost

recovery from six states does not sum to 100%.

Following Washington’s rejection of the Revised Protocol, PacifiCorp worked with
Washington staff to develop the Western Control Area (WCA) method. This method
became effective in June of 2007 and included in rates only those generation and
transmission resources located in the west control area (balancing authority area or
BAA). However, as part of the 2020 Protocol, PacifiCorp negotiated a separate

agreement with Washington to replace the WCA with the WIJAM. '¥ The WIJAM

16 In the Matter of the Application of PacifiCorp for an Investigation of Inter-jurisdictional Issues, Docket
02-035-04, Report and Order (issued December 14, 2004) [hereinafter Revised Protocol Order]

17 See RMP Response to Sierra Club Data Request 1.4; UTLCG Data Request 2.10 and 2.16, attached as
Exhibit WRA _ (NK-2).
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includes a system allocated share of all non-emitting resources, with supporting

transmission. '’

So, from 2007 on, PacifiCorp has recovered more than 100% of its costs for some
resources, like the Jim Bridger plant, and under-recovered its costs of other generation
resources, like the Hunter and Huntington plants. On balance, PacifiCorp is understood
to have under-recovered, although in response to multiple data requests, PacifiCorp
declined to quantify this under-recovery or to provide the needed data to allow other

parties to do s0.2°

How does the 2026 Protocol address PacifiCorp’s allocation differences between

Washington and the other five states?

By first defining the Washington 2026 Protocol Portfolio and then proposing to assign all
other resource costs not included in the Washington Portfolio to the other five states, all
costs will be fully assigned and cost allocations to all six states will sum to 100%, no
more, no less. In addition to shifting cost allocation of specific resources among its states,
the 2026 Protocol also adds to Utah rates costs that have historically been unallocated to

any state.

19 See RMP Redacted Response to DPU Data Request 1.2, attached as Exhibit WRA _ (NK-2).

20 See, e.g., RMP’s Response to UTLCG Data Request 1.6, 2.5, 2.6,2.7, 2.8, 2.70, 3.4, 7.2, 7.3, 7.5, and
7.9, attached as Exhibit WRA  (NK-2).
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How would approval of the 2026 Protocol impact Utah’s revenue requirement?

PacifiCorp estimates that Utah’s revenue requirement would increase by approximately
$23.5 million for the year 2026.>! PacifiCorp did not provide data for any other year.
However, as I discuss below, in addition to the added cost as estimated for 2026, it would
also shift additional risk to Utah and set the stage for an assumption of even greater cost

and risk in a second phase.

Does PacifiCorp identify any benefit to Utah for accepting the cost of this proposed

allocation method?

Company witness, Mr. Rick Link, addresses this in his testimony. He claims that
PacifiCorp’s proposal “benefits Utah customers by increasing Utah’s ability to meet its

future resource adequacy and energy needs,”?

presumably after Oregon exits its
participation in coal-fired generation in 2030 and customers in Utah, Idaho and Wyoming
are automatically assigned the costs of the remaining coal facilities in 2030. PacifiCorp

also claims that assigning costs in the way it proposes “better aligns” with cost

causation.?

2! Link Direct Testimony, supra note 2, at line 275.
22 Id. at lines 266-268.
2 Id. at lines 268-271.
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Q: How do you respond?

A: As an initial matter, regardless of the cost allocation method used, PacifiCorp itself

retains the responsibility of meeting future resource adequacy and energy needs on behalf

of all its customers in a least-cost, least-risk manner.?*

Second, PacifiCorp’s claim that assigning costs in the way it proposes better aligns with
cost causation is wholly undemonstrated by this filing and conflates cost allocation with
planning and operations. Indeed, Mr. Link’s statement in testimony conflicts with other
information included in the filing. In response to discovery, PacifiCorp claims to still
operate and balance a single system:

e PacifiCorp currently operates system resources as one, single portfolio that is
dispatched on a least-cost basis.?

e PacifiCorp operates all of its generation resources...to minimize system costs.
Operations are not affected by the WCA, WIJAM, or any other allocation
methodology.?®

e The Proposed 2026 Protocol only proposes a change in the method for allocating

resource costs, not how PacifiCorp will be operating its resource portfolio to meet
system load, reserve, or resource adequacy needs across its system.?’

This Commission has determined that “Rolled-In" is the principled cost-causative
allocation method consistent with single-system operation and planning and has

established it as the benchmark against which all other allocation methods should be

24 In the Matter of Analysis of an Integrated Resource Plan for PacifiCorp, Docket No. 90-2035-01,
Report and Order on Standards and Guidelines (issued June 18, 1992) at 36.

2 RMP’s Response to UTLCG Data Request 2.31, attached as Exhibit WRA __ (NK-2).
26 RMP’s Response to UTLCG Data Request 3.34, attached as Exhibit WRA _ (NK-2).
2T RMP’s Response to UTLCG Data Request 3.36, attached as Exhibit WRA _ (NK-2).
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evaluated. “Rolled-In” refers to a cost of service analysis whereby “customers in each
jurisdiction should bear the proportion of the total utility system costs those customers

cause the utility system to incur,”?®

no more, no less. Over the years, the Commission has
allowed additional costs be added to Utah’s Rolled-In allocation to achieve other

purposes, but Rolled-In has remained the adopted allocation method. 2° Therefore, until

28 In the Matter of the Application of Rocky Mountain Power for Approval of the 2017 Protocol, Docket
No. 15-035-86, Order (issued June 23, 2016) at 3 [hereinafter 2017 Protocol Order].

2 Approving the use of the 2010 Protocol method in a February 2012 Order, the Commission
incorporated its procedural history and detailed background of inter-jurisdictional cost allocation from the
2004 Revised Protocol Report & Order by reference, highlighting that “integrated system costs” were the
basis of the 1989 merger of UP&L and Pacific Power, and reiterating: “[W]e find the principle-based,
Rolled-In method and its current, rather than historical, cost-causation rationale, for determining Utah’s
revenue requirement is in the public interest.” In the Matter of the Application of PacifiCorp for an
Investigation of Inter-Jurisdictional Issues, Docket No. 02-035-04, Report and Order (issued February 3,
2012) at 18-19 [hereinafter 2010 Protocol Order] .

Approving the use of the 2017 Protocol method in a June 2016, Order, the Commission described
“Rolled-In" this way:

This Commission has unwaveringly sought over the years to implement a method that
treats the utility system as a whole and apportions costs and revenues among PacifiCorp’s
jurisdictions using a cost-of-service analysis. In other words, the customers in each
jurisdiction should bear the proportion of the total utility system costs those customers
cause the utility system to incur. The Commission has historically referred to this as the
‘Rolled-In Method’ and deemed it the most suitable means for fairly apportioning costs
among the jurisdictions.

2017 Protocol Order supra note 28, at 3; see also additional direction at 9 (“[T]his Commission has never
wavered in its conviction that a Rolled-In Method represents the most equitable manner for allocating
PacifiCorp’s costs.”).

In a March 2017 Order the Commission stated:

First and foremost, we have not deviated from our numerous prior declarations that a
Rolled-In method is the appropriate cost allocation mechanism. PacifiCorp has been
operating as a single, integrated whole on a least cost basis for many years. Utah ratepayers
long ago compensated pre-merger Pacific Power customers for any cost advantage they
enjoyed prior to the 1989 merger through the extensive merger fairness premiums (and
other functionally equivalent payments) Utah ratepayers have made over nearly three
decades.

In the Matter of the Application of Rocky Mountain Power to Extend the 2017 Protocol through
December 31, 2019, Docket No. 17-035-06, Order (issued March 23, 2017) at 8.
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such time as PacifiCorp can demonstrate how its operations have changed consistent with
its proposed cost assignments, it should avoid claiming that the 2026 Protocol better

reflects cost causation.

Finally, the idea that Utah should accept additional costs now for benefits to be received
in the future is reminiscent of past promises that never materialized. Ever since the 1989
merger of Utah Power and Light and PacifiCorp,*° the Company has repeatedly promised
Utah future benefits for assuming near-term allocation costs to help it address allocation
shortfalls. But the future benefits repeatedly failed to materialize, and over the years

Utah continued to pay more than a cost causal share of system costs.>!

This proposal is no different. PacifiCorp’s current claim that Utah’s assumption of an
additional $23.5 million in 2026, with unknown costs thereafter, will benefit Utah in later
years by increasing Utah’s ability to meet its future resource adequacy and energy needs

by absorbing an even greater share of the costs of aging thermal facilities that other states

Approving the use of the 2020 Protocol method in an April 2020 Order, the Commission concluded:

PacifiCorp must recover its costs in a manner sufficient to viably operate as a fully merged
and integrated system, to the benefit of all Parties .... We also recognize that during the
Interim Period the 2020 Protocol implements a rolled-in method, which we have approved
and adopted.

Application of Rocky Mountain Power for Approval of the 2020 Inter-Jurisdictional Cost Allocation
Agreement, Docket No. 19-035-42, Order Approving 2020 Protocol (issued April 15, 2020) at 8-9
[hereinafter 2020 Protocol Order].

39 Application of Utah Power and Light Company and PC/UP&L Merging Corp. (to be renamed
PacifiCorp) for an Order Authorizing the Merger of Utah Power & Light Company and PacifiCorp into
PC/UP&L Merging Corp. Authorizing the Issuance of Securities, Adoption of Tariffs and Transfer of
Certificates of Public Convenience and Necessity and Authorities in Connection Therewith, Docket No.
87-035-27, Report & Order (issued September 28, 1988) [hereinafter 1988 Merger Order].

31 See Revised Protocol Order, supra note 16; 2010 Protocol Order, supra note 29; and 2017 Protocol
Order, supra note 28.
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exit appears even weaker than past claims of future benefits. The Commission should be
skeptical of any such promises, particularly given PacifiCorp’s past assumption of the
risk of allocation differences among jurisdictions*? (see Section I1.B.), and its more recent
agreement with Utah parties to provide analysis ahead of asking Utah to absorb

additional shares of coal-fired resource costs (see Section I1.C.). PacifiCorp abrogates

these responsibilities with this request.

B. PacifiCorp’s Proposal Shifts from Shareholders to Utah Customers Costs that
PacifiCorp Previously Agreed to Accept When it Accepted the Risk of
Interjurisdictional Allocation Differences

The testimony of PacifiCorp witnesses reference its proposal as incorporating a
“limited realignment,” to accommodate the requirement that coal be removed from

Washington rates.’> Do you agree that the proposed realignment is limited?

No. Because the proposal fully assigns the costs of all resources not specifically assigned
to Washington, the realignment is, in fact, quite extensive and “realigns” far more than
the costs of the three coal-fired units necessary to remove coal-fired generation from
Washington rates. Through this filing, PacifiCorp is requesting that the Commission
approve Utah’s assumption of costs that were previously unallocated because PacifiCorp

had a separate agreement with Washington. These include Washington’s unallocated

32 See 1988 Merger Order, supra note 30, at 62, Section E.5.; In the Matter of the Application of
PacifiCorp and ScottishPower plc for an Order Approving the Issuance of PacifiCorp Common Stock,
Docket No. 98-2035-04, Report and Order (November 23, 1999) at 8 [hereinafter ScottishPower Order].

33 Link Direct Testimony, supra note 2, at lines 53-57; Exhibit (RTL-1) at lines 48-49 and 58-61; Direct
Testimony of Michael G. Wilding for Rocky Mountain Power, Docket No. 25-035-47 (filed August 5,
2025) at lines 40-52 [hereinafter Wilding Direct Testimony].
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shares of Hunter, Huntington, Lakeside, Current Creek, Gadsby, Naughton, Dave

Johnston, Hayden, Wyodak, and QFs executed on or before December 31, 2019.3

Have you estimated how many MWs of unallocated cost responsibility this proposal

would shift to the Five-State Portfolio, and to Utah?

Partially. The unallocated shares of Hunter, Huntington, Lakeside, Current Creek,
Gadsby, Naughton, Dave Johnston, Hayden, and Wyodak, total roughly 460 MW .3
PacifiCorp estimates that Utah’s share of the Five-State Portfolio is 49% or roughly half,
so the proposal shifts to Utah 225 MW of unallocated cost responsibility. This
calculation does not include the unallocated shares of system QFs that are also included

in the Five-State Portfolio.

Have you made a similar calculation for the resources PacifiCorp seeks to “realign”

from Washington?

The current cost allocation methodology for the five states already includes a system
allocated share of the costs of Colstrip Unit 4 and Bridger Units 3 and 4 in rates, so over

what the five states are already paying, PacifiCorp’s proposal seeks to realign 64 MW of

3% See RMP’s Response to UTLCG Data Request 2.3, 3.1, 3.18, attached as Exhibit WRA _ (NK-2).

33 Sum of the Net Continuous Plant Capability from FERC Form 1 for each plant multiplied by
Washington’s 2024 SG factor.
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cost responsibility to the Five-State Portfolio*® and 31 MW of cost responsibility to

Utah.’’

How does the size of the unallocated cost responsibility PacifiCorp’s proposal shifts
to Utah compare with the cost responsibility PacifiCorp seeks to “realign” to comply

with Washington law?

The unallocated cost responsibility PacifiCorp seeks to shift (225 MW) to Utah customers
through this proposal is significantly larger than the cost responsibility it seeks to realign
(31 MW) to comply with Washington law. This proposal is not a “limited realignment,”
but appears to be an attempt to dismantle past agreements, including the utility’s prior
twice acceptance of the risk of interjurisdictional allocation differences,® as well as its

more recent agreements stemming from approval of the 2020 Protocol.

What do you conclude about how the 2026 Protocol differs from Rolled-In cost

allocation?

As highlighted by the Commission in its order approving the 2020 Protocol, the 2020
Protocol represents the closest to a Rolled-In allocation Utah has ever achieved.’

Compared to the 2020 Protocol, the 2026 Protocol increases Utah’s costs by $23.5

3¢ Sum of the Net Continuous Plant Capability for the exited units multiplied by Washington’s 2024 SG

37 31MW multiplied by Utah’s SG5B allocation factor.

38 1988 Merger Order, supra note 30, at E.5.; ScottishPower Order, supra note 32, at 8. See also
ScottishPower Order, Appendix 1 (Stipulation) at page 2, § 2 and page 9, 9 45.

39 2020 Protocol Order, supra note 29, at 8 (“We also recognize that during the Interim Period the 2020
Protocol implements a rolled-in method, which we have approved and adopted.”).
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million by including and “realigning” costs that have previously not been approved in
Utah’s rates as just and reasonable. The Company has not attempted to economically
justify including these costs in Utah rates except to suggest a future resource adequacy
benefit. I conclude that this is insufficient justification for approving the 2026 Protocol

and the associated cost shifts to Utah customers.

C. By Proposing to Increase Utah’s Allocation of Coal-Fired Generation Without
Analysis, PacifiCorp Unilaterally Abrogates Elements of the 2020 Protocol and
its Associated Letter Agreement with Utah Parties and Undermines Public
Interest Analysis.

Q: Please describe what the 2020 Protocol and the Utah Letter Agreement require with

respect to allocating additional coal-fired generation to Utah customers.

A: The 2020 Protocol and Utah Letter Agreement, which was executed and filed with the
2020 Protocol, outlined a process analogous to a resource acquisition filing, triggered by
one state’s Exit Order,*° for the Company to evaluate and justify the acquisition of
additional cost responsibility for coal-fired generation by Utah customers. As described
in Company witness Link’s testimony:

Under Section 4.2 of the 2020 Protocol, after receipt of an exit order from
one state, the Company must analyze whether it is reasonable to continue to
operate the affected coal fueled resource for customers in one or more of
the states without exit orders. The Company may then propose reassignment

of a greater share of the coal-fueled resource to such state(s) to match state
load and resource balance, or request issuance of an exit order.*!

40 According to the 2020 Protocol, an Exit Order “means an order entered by a Commission establishing
an Exit Date consistent with the 2020 Protocol.” Application Exhibit RMP__ (JRS-1), 2020 Protocol —
Appendix A, Docket 19-035-42 (filed December 3, 2019) [hereinafter 2020 Protocol]. Because Exit Order
is a defined term in the 2020 Protocol, it is capitalized within this testimony.

4 Link Direct Testimony, supra note 2, at lines 220-224.

Page 18



307

308

309

310

311
312
313
314
315
316
317
318
319
320
321

322
323

324

325

326

327

Direct Testimony of Nancy Kelly for WRA
Docket No. 25-035-47

In other words, Section 4.2 prevented the automatic reassignment of an exiting state’s
coal resource costs to customers in other states. In order to assign more coal costs to
Utah, for example, the Company would first need to evaluate if such a proposal was

reasonable for customers.

The Utah Letter Agreement supplemented this process with specific timelines, filing
requirements, and analyses that Utah parties agreed were necessary to evaluate whether
additional cost responsibility for coal-fueled generation was just and reasonable and in
the public interest: “the Parties intend that this Utah Agreement modify and expand
PacifiCorp’s integrated resource planning and energy resource procurement analysis by
incorporating the requirements contained herein.”*? Significantly, the Utah Letter
Agreement states:
PacifiCorp shall file data, analysis, and justifications sufficient for the [Utah
Commission] to determine whether a proposed Reassignment is just and
reasonable, in the public interest, and in the interest of its Utah retail
ratepayers. The Parties believe that the information provided in the filing

requirements identified in Section 2(c) of this Agreement should provide a
sufficient basis for the [Utah Commission] to make such findings.*

The filing requirements include, for example, descriptions and comparisons of other
alternatives (besides reassignment) that were considered, including information about
assumptions used; all information, data, models, and analysis used by PacifiCorp to

evaluate the reassignment; and sufficient data, information, spreadsheets, and models to

42 Utah Letter Agreement, at 1, attached as Exhibit WRA__ (NK-3).
43 Id. at 2 (Section 2(b). Public Interest Determination).
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permit analysis and verification of the Company’s conclusions, among a robust list of

other things.**

Q: With respect to allocating additional coal-fired generation to Utah, PacifiCorp has
proposed the “limited realignment”*> of Washington’s share of Colstrip 4 and Jim
Bridger 3 and 4 to the five states and has additionally proposed allocating
historically un-allocated costs associated with Hunter, Huntington, Naughton, Dave
Johnston, Hayden, and Wyodak to the five states. Has PacifiCorp proposed to
allocate these costs consistent with the reassignment process and analysis obligations

under the 2020 Protocol and the Utah Letter Agreement?

A: No. Notably, Company witness Mr. Link states, “the Company is not assigning coal
facilities under Section 4.2 of the 2020 Protocol” and he further asserts that, as a result,
the Utah Letter Agreement does not apply to the allocation of coal resource costs

proposed in this docket.*®

Q: With respect to Washington’s shares of Colstrip 4 and Jim Bridger 3 and 4, do you
agree that the requirements of Section 4.2 of the 2020 Protocol and the Utah Letter

Agreement do not apply?

A: No. The Reassignment process and the requirements of the Utah Letter Agreement are

triggered by an Exit Order. Washington has Exit Orders for Colstrip 4 and Jim Bridger 3

4 Id. at 3 (Section 2(c). Filing Requirements).
45 Realignment is not a defined term in either the 2020 Protocol or the 2026 Protocol.

4 Link Direct Testimony, supra note 2, at lines 249-250.
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and 4 (effective December 31, 2025).*” When asked in discovery for the “analysis
requested in the Letter Agreement,” the Company (after objection) referenced the part of
Mr. Link’s testimony that argued the Letter Agreement does not apply and stated, “The

analysis has not been completed.”*®

In my view, the Company should not be able to absolve itself of the Reassignment
process under the 2020 Protocol and Letter Agreement and associated public interest
analysis by saying they have not done it and, effectively, don’t want to do it. This
approach is also concerning regarding future cost shifts. The 2026 Protocol shifts
Washington costs to the remaining five states, including Oregon, but Oregon will be
exiting roughly 1,120 MW* of coal costs by January 1, 2030. The Company’s rejection
of the Reassignment process, which is not part of the 2026 Protocol, before Oregon exits

a much greater share of coal is another significant shortcoming of the 2026 Protocol.

The Company has presented no analysis in this proceeding to demonstrate that Utah
customers assuming Washington’s coal costs is just and reasonable or in the public
interest. This lack of analysis is even more of a defect in combination with the additional,
historically un-allocated coal costs proposed to be allocated to Utah customers under the

2026 Protocol.

4TRMP’s Response to UTLCG Data Request 2.32, attached as Exhibit WRA _ (NK-2).
48 RMP’s Response to UTLCG Data Request 7.10, attached as Exhibit WRA _ (NK-2).

4 Sum of Continuous Plant Capability from FERC Form 1 for PacifiCorp’s coal fleet multiplied by
Oregon’s 2024 SG5B factor of 28.28%.
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With respect to the historically unallocated shares of PacifiCorp’s other coal
resources, do you agree that the requirements of Section 4.2 of the 2020 Protocol

and the Utah Letter Agreement do not apply?

The 2020 Protocol did not explicitly address historically unallocated shares of coal
resources, for which there can be no commission-issued Exit Order, by virtue of not
having been allocated to any state in the first place. The 2020 Protocol also did not
address proposed reallocations of gas or other resources. However, the principles
outlined in Section 4.2 and the Utah Letter Agreement certainly apply to this situation:
the Commission cannot make a finding that a changed or increased allocation of resource
costs to Utah customers is in the public interest without the type of analysis called for in
Section 4.2 and the Utah Letter Agreement. Nor can PacifiCorp reasonably expect Utah
parties to accept the utility’s complete lack of any attempt to justify a significant

reallocation of resource costs from a resource acquisition perspective.

The mere existence of the Utah Letter Agreement indicates that Utah signatories to the
2020 Protocol have already given significant thought to the matter of demonstrating the
public interest of an additional allocation of coal resource costs to Utah customers,
including the type of data, analysis, and process necessary. The 2020 Protocol, as
supplemented by the Utah Letter Agreement, was the result of years of negotiations and
clearly indicates the interest of Utah signatories in ensuring a public interest
demonstration, akin to a resource acquisition proceeding, before any additional allocation
of coal-resource costs to Utah customers. In my opinion, there is no basis for the

Commission to approve the proposed additional allocation of resource costs to Utah, as
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contained within the 2026 Protocol, without the analysis outlined in the Utah Letter

Agreement—much less without any analysis whatsoever.

The 2026 Protocol, if approved, would counteract years of multi-party negotiations by
allocating new costs associated with existing resources without any demonstration that
such increased costs are just and reasonable and in the public interest. Avoiding such an

“automatic” reassignment was WRA'’s primary interest in negotiating the 2020 Protocol.

Q: Please explain what you mean when you say avoiding automatic reassignment was

WRA'’s primary interest in negotiating the 2020 Protocol.

A: As explained in my testimony in the 2020 Protocol approval docket:

WRA'’s interest in these MSP discussions and negotiations has been to
ensure that the costs and risks of coal being abandoned by any of
PacifiCorp’s states are not automatically assigned to Utah. The costs
and risks attendant with continued coal plant operations are too high to
accept an additional allocation of coal without a much more thorough
public interest review.

...It would be an unreasonable risk to Utah ratepayers to accept an
additional coal allocation without taking a hard look at the economics
of the ongoing costs and the environmental and regulatory risks. It is
critical that Utah has the opportunity to make intentional, risk-aware
decisions about its energy future. The 2020 Protocol provides a process
for doing that.>°

WRA supported approval of the 2020 Protocol, in part, because it provided for a

deliberate and transparent process rather than an automatic, un-examined reassignment of

30 Direct Testimony of Nancy L. Kelly on behalf of Western Resource Advocates, Docket No. 19-035-42
(filed February 25, 2020) at lines 70-74 and 118-122.
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resource costs. The 2026 Protocol undermines years of work to ensure resource cost

allocation is economically justified.

The political climate has changed since 2019; are your concerns about the economic,

and environmental and regulatory risks associated with coal still relevant?

Yes. While federal policies and mandates are currently favorable to running coal plants
(e.g. “emergency” orders to keep coal plants open), those policies do not consider costs to
ratepayers. As an economic regulator, it remains the Commission’s job to evaluate the

economic and regulatory risks of all resource types.

Has Utah law changed in a way that is relevant for a re-allocation of costs associated

with coal resources?

Yes, since approval of the 2020 Protocol, the Utah legislature enacted Utah Code 54-17-
1001 and 1002 (“‘acquiring excess proven dispatchable generation capacity” and “cost
recovery for proven dispatchable generation capacity,” respectively), which apply to
proven dispatchable generation resources (i.e. coal and gas resources) located within
Utah. Section 1001 specifically directs the Commission to consider nine factors as well
as “any other factors the commission determines relevant” when reviewing an affected

2 (13

utility’s “application seeking approval of an agreement to allocate another state’s existing

share of proven dispatchable generation capacity.”>!

51 Utah Code § 54-17-1001(6).
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Washington is not currently allocated any shares of coal or gas resources located in Utah
(Hunter, Huntington, Lakeside, Current Creek, Gadsby), so my understanding is that this
statute would not apply to the limited realignment proposal. I am not an attorney and
cannot speak to whether the Company’s 2026 Protocol proposal to allocate additional,

previously unallocated costs of those resources to Utah customers invokes this statute.

What do you conclude with respect to PacifiCorp’s proposal to allocate to Utah
additional Washington shares of Colstrip 4 and Jim Bridger 3 and 4 and the
historically un-allocated costs associated with Hunter, Huntington, Naughton, Dave

Johnston, Hayden, and Wyodak to Utah?

A changed (i.e. increased) allocation of existing resource costs to Utah customers is a
type of resource acquisition and should be evaluated as such. That is, the acquisition of a
greater share of coal (and gas) resources as part of Utah’s resource portfolio should be
evaluated in light of Utah’s resource mix, its load and resource balance, and available
resource alternatives. Acquiring additional coal, for example, means participating less in
other resource types. Just because additional shares of coal resources are available for
cost allocation does not mean they are a cost-effective acquisition for Utah customers,
especially when considering other resource options that may be lower cost and/or reduce
net power costs. In this proceeding, the Company has not attempted to demonstrate the
economic costs or benefits of reallocating more coal to Utah customers and thereby
changing the diversity, cost, and risk profile of Utah’s resource mix. The 2026 Protocol
would add roughly 250 MW of thermal generation to Utah’s rates, without any

transparency or public interest evaluation, and the Commission should not approve it.
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D. PacifiCorp’s Proposal Shifts to Utah Customers Future Unknown Costs
Associated with Coal-Fired Generation.

Despite Oregon law requiring removal of coal-fired generation from Oregon’s rates
by 2030 and other emissions reduction policies, the 2026 Portfolio includes Oregon
in the Five-State Portfolio and assigns to it an increased share of thermal
generation, including coal-fired generation. Does the 2026 Protocol acknowledge

Oregon’s pending exit from coal-fired generation?

Yes. Section 3.8 addresses the “Allocation of Decommissioning and Closure Costs,” and
Section 3.9 addresses “Capital Additions to Coal-Fired Resources Before 2030.” These

sections recognize that Oregon will be exiting from coal by 2030.

How does the 2026 Protocol address the “Allocation of Decommissioning and

Closure Costs”?

Section 3.8 distinguishes between coal closures that happen prior to 2030 and those that
happen in 2030 and beyond. For a closure that occurs before 2030, PacifiCorp proposes
allocating remaining costs, including any remaining rate base and associated expenses,
including decommissioning costs, consistent with the dynamic allocation of the resource
as part of the Five-State Portfolio. The Company acknowledges that the proposal does not
address the allocation of decommissioning costs for resources that retire after 2030 but

says that it will propose a method in its Phase 2 proposal.*

52 Link Direct Testimony, supra note 2, at lines 507-512; See also RMP’s Response to UTLCG Data
Request 7.13, attached as Exhibit WRA _ (NK-2).
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Did PacifiCorp include an estimate of decommissioning costs for coal-fired

generation that is slated for retirement after 2030?

It did not. The latest decommissioning study available is from the 2018 depreciation
case.”® Typically, depreciation studies are conducted every five years, but on October 2,
2025, PacifiCorp alerted the Commission that it was delaying its 2025 depreciation case
until 2026, because the Company needed additional time for a new decommissioning

study to be completed.>*

How does the 2026 Protocol address capital additions to coal fired resources?

The 2026 Protocol only addresses capital additions to coal-fired resources that occur prior
to Oregon’s exit from coal in 2030. PacifiCorp proposes to allocate to Oregon customers
a time-based pro rata share of the costs. Section 3.9 specifies how the pro rata share
would be calculated. Most significantly, PacifiCorp proposes that these costs be
automatically reallocated using dynamic factors to the remaining states following

Oregon’s exit.

What is your assessment of PacifiCorp’s proposal regarding its treatment of plant
closure and decommissioning costs as well as its treatment of the costs of capital

additions?

33 Docket No. 18-035-36.

5% Application of Rocky Mountain Power for Authority to Change its Depreciation Rates Effective
January 1, 2021, Docket No. 18-035-36, Rocky Mountain Power’s Notice of Depreciation Study (filed
October 2, 2025).
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In my view, PacifiCorp’s proposal is extraordinarily risky for Utah customers. By
leaving to a second phase the allocation of unknown costs, and by signaling its intention
to automatically reassign Oregon’s share of costs to Utah, Wyoming, and Idaho in the
second phase without the type of analysis required by the Letter Agreement puts Utah

customers at a significant risk.

Utah’s current share of system costs is just under 45 percent. Its share of the costs of a
Five-State Portfolio increases to almost 49 percent, but after the exit of Oregon, and
assuming California is also removed from participation in coal-fired generation, Utah
would become responsible for over 71 percent of the costs related to coal-fired

generation.

It is unreasonable to propose that Utah customers accept cost responsibility for greater
shares of thermal resources without analysis and with the allocation of unknown future

costs undecided.

E. PacifiCorp’s Proposal Shifts a Disproportionate Share of Low-Cost Resources
to Washington While Shifting Higher-Cost Resources to Utah

Please identify the resources that are split between the Washington Portfolio and the

Five-state Portfolio and explain how the split was determined.

Legacy interruptible contracts, all non-emitting generation (no matter the location), and
Jim Bridger Units 1 and 2 are permanently assigned to either the Washington Portfolio or
the Five-State Portfolio using fixed factors. PacifiCorp first assigned shares to

Washington, and then the remainder to the Five-State Portfolio.
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In determining Washington’s assigned share, PacifiCorp used a fixed allocation factor of
7.897 percent that is based on an average of four-years of historical system generation
(SG) factors from 2020-2023.> The 7.897 percent fixed factor based on four years is
greater than Washington’s 2023 SG factor of 7.681% and its 2024 SG factor of 7.526%.
Washington’s share of the system has been shrinking, which is not reflected in the fixed
factor. So, by using an average of four years, Washington gets a larger share of the

system’s more valuable resources, leaving the remaining five states with a lesser share.

Why do you reference these resources as valuable?

Both interruptible contracts and non-emitting generation reduce net power cost. Through
the dispatch of interruptible contracts, PacifiCorp is able to avoid purchasing power in
hours when need is high and power prices exorbitant, while the dispatch of renewable

resources avoids the burning of fossil fuels that come with a cost.

As opposed to the resources whose costs are shifted to Utah, which resources are

realigned to meet Washington’s legal requirements?

As discussed above, Washington exited Bridger Units 3 and 4 and Colstrip 4, so shares of

these coal-fired facilities are realigned to the Five-State Portfolio and to Utah.

33 RMP’s Response to UTLCG Data Request 2.29, and Sierra Club Data Request 1.3, Attach 1.3. See
also, RMP’s Response to UTLCG Data Request 2.42, 2.67, and 3.41, attached as Exhibit WRA__ (NK-2).
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Please describe the economics of these resources.

Jim Bridger Units 3 and 4 are likely among PacifiCorp’s most expensive operating units.
The Selective Catalytic Reduction emissions controls that were installed roughly a
decade ago act as parasitic load lowering the output per unit of heat input. Because they
are inefficient, they do not provide cost-effective energy, although they can provide
capacity value. Their capacity value would depend on the availability and pricing of

other alternatives available to provide these services.

How would you characterize PacifiCorp’s proposed portfolio assignments and

realignment (separate from the reallocation of historically unallocated cost shares)?

PacifiCorp’s proposal appears to shift a disproportionate share of relatively more
valuable resources (both energy and capacity) to Washington while realigning to the
Five-State Portfolio relatively inefficient energy resources. Without analysis of relative
resource costs and resource values there is no way to tell if PacifiCorp’s proposed

resource assignments and realignment are just or reasonable.

F. PacifiCorp’s Resource Adequacy Analysis is Misleading.

Mr. Link identified future resource adequacy as the benefit to Utah for accepting
the additional costs of the 2026 Protocol, and a significant portion of Mr. Wilding’s
testimony is dedicated to examining the capacity and energy positions for the Five-
State Portfolio and for Utah under the 2026 Protocol as compared to the 2020

Protocol. Please describe the resource adequacy analysis the Company conducted.
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A: PacifiCorp used the Western Resource Adequacy Program’s (WRAP) resource adequacy
standard to evaluate the Five-State Portfolio under the resource cost allocations of the
2020 Protocol and the 2026 Protocol for the five states included in the Five-State

Portfolio.

The WRAP methodology is basically a counting exercise for two seasons, summer and

winter. As Mr. Wilding explains:

Each resource is assigned a qualified capacity contribution (“QCC”),
which is a measure of how much of the generation capacity can be
expected to be available for dispatch during the peak load...To be
considered resource adequate, the sum of the QCCs of all generation
resources must be greater than or equal to peak load plus the planning
reserve margin each month.

PacifiCorp undertook this analysis to demonstrate that the 2026 Protocol resource

allocation does not leave states in an unfavorable position relative to the 2020 Protocol.>®

Q: What did the analysis show?

A: The analysis revealed significant market exposure in the summer months, particularly for
Utah,’” however, the 2020 Protocol cost allocation shares and the 2026 Protocol cost

allocation shares provided a “similar resource adequacy position.”>®

Q: Mr. Wilding’s testimony, filed in August of 2025, stated that “each WRAP

participant must decide whether to become part of the financially binding WRAP

36 See RMP’s Response to Sierra Club Data Request 1.22, attached as Exhibit WRA__ (NK-2).
ST Wilding Direct Testimony, supra note 33, at lines 121-144, 180-196, 213-222.
8 Id. at 81.
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by October 31, 2025.”5° Is PacifiCorp still planning to participate in the binding

phase of the program?

On October 30, 2025, PacifiCorp submitted its withdrawal notice,*® so PacifiCorp no

longer has a Resource Adequacy Standard in place.

Please provide your assessment of PacifiCorp’s resource adequacy analyses. Are

these resource adequacy analyses meaningful?

I do not find them meaningful. I have several issues:

First, the analyses conflate operations and cost allocation. Differences in cost allocation
do not change system need. PacifiCorp still operates a single system for the benefit of all
of its customers.®! It still plans to meet its resource adequacy®? needs for the system as a

whole,® and the available resources are unchanged.

Second, the comparisons of the 2026 Protocol with the 2020 Protocol appear
disingenuous to me. Utah parties have wanted to understand the resource adequacy

implications of fixed assignments after Oregon’s exit from coal generation, but this

PId. at lines 103-104.

80 PacifiCorp, Withdrawal From Western Resource Adequacy Program Agreement, (October 30, 2025),
https://www.westernpowerpool.org/private-media/documents/ WRAP_Withdrawal Letter -

_Oct_30_2025.pdf.

61 See RMP’s Response to UTLCG Data Request 2.31 and 3.34, attached as Exhibit WRA _ (NK-2).
62 As defined in the operational time period. See Wilding Direct Testimony, supra note 33, at lines 84-85.

63 “The Proposed 2026 Protocol only proposes a change in the method for allocating resource costs, not
how PacifiCorp will be operating its resource portfolio to meet system load, reserve, or resource adequacy
needs across its system”. RMP’s Response to UTLCG Data Request 3.36, attached as Exhibit

WRA _(NK-2).

Page 32



575

576

577

578
579
580
581
582
583
584
585
586
587
588
589
590
591
592
593
594
595

596

Direct Testimony of Nancy Kelly for WRA
Docket No. 25-035-47

analysis accomplishes something different. The transfer of Washington’s previously
unallocated shares of system costs to the five states to offset the loss of Chehalis from its

permanent assignment to Washington seems misleading.

The 2026 Protocol makes three significant changes from the Rolled-In approach of the
2020 Protocol, which, as discussed above (see Section II.A., specifically footnote 29), the
Commission has identified as the principled allocation method consistent with single
system operation.

e First, by assigning to Washington the full 518 MW of the Chehalis gas plant, it
removes from the five states their summed allocated share of 479 MW (234 MW®
for Utah).

e Second, as discussed previously in my testimony (see Section IL.B.), it shifts to the
Five-State Portfolio 459 MW of cost responsibility that was previously unallocated
(224 MW for Utah) due to Washington having adopted a cost allocation proposal that
differs from the other five states.

e Finally, it reassigns from Washington to the Five-State Portfolio 64 MW of coal-fired

generation in order to comply with Washington law (31 MW for Utah) (see Section
I1.B.).

The net effect is an increase of 45 MW for the Five-State portfolio (22 MW for Utah)
over the cost shares included in the 2020 Protocol. So, it is not surprising that the
resource adequacy analysis shows little change in position; the total MW of cost
responsibility PacifiCorp proposes that Utah and the other four states assume is little

changed. But this apparent parity results from expecting California, Idaho, Oregon

64 Continuous Plant Capability from FERC Form 1.

65518 MW multiplied by 92.53% (the sum of California, Idaho, Oregon, Utah and Wyoming 2024 SG
factor).

66 518 MW multiplied by 45.12% (Utah’s 2024 SG factor).
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(temporarily), Utah, and Wyoming to relinquish their cost share of Chehalis in
determining revenue requirement in exchange for shares of system costs refused by
Washington—i.e. to take on more than a fair share®’ of the costs of all assets but
Chehalis! PacifiCorp is essentially asking Utah to give up power from a cost-effective
gas plant so that it can meet its obligations in Washington without incurring GHG cost
disallowances, and, in exchange, PacifiCorp will allocate to Utah shares of costs that

were previously unallocated because Washington refused them.

When fixing resource assignments, isn’t it reasonable to expect Utah to accept the
cost responsibility for the previously unallocated shares of east-side resources, since

Utah customers would receive the benefit of these resources?

It is not reasonable without a demonstration that the assumption of these additional costs
will produce benefits. Indeed, the evidence in this case for the single year, 2026,
demonstrates that Utah would pay more under the 2026 Protocol resource cost allocation
than under a Rolled-In approach. PacifiCorp estimates that net power cost will increase
by $8.2 million and other costs by $15.3 million.®® PacifiCorp has not demonstrated
benefits, and it has not analyzed years other than 2026. It certainly has not followed the
process it agreed to as part of the 2020 Protocol. It is PacifiCorp's job to ensure resource
adequacy in a least-cost, least-risk manner; it is not Utah’s job to plug a cost allocation

hole it didn’t cause.

87 Fair share as defined by Rolled-In.
88 Link Direct Testimony, supra note 2, at lines 272-279.
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What do you conclude from your review of the resource adequacy analyses?

The resource adequacy comparisons are misleading and should not be relied upon to
conclude that Utah would not be made worse off by PacifiCorp’s proposed 2026 Protocol

cost allocation method.

Is this your only conclusion?

The analyses underscore PacifiCorp’s market exposure in the summer months, the
corresponding risk of high and volatile net power costs, and the need to cover this

position with sound planning.

G. PacifiCorp’s Proposal with Respect to the Allocation of New Resources Could
Expose Utah to Continued High and Volatile Net Power Cost.

How does the 2026 Protocol address the allocation of new resources?

Section 3.6 of the 2026 Protocol addresses the “Allocation of New Resources.” It defines
a new resource as any non-QF facility procured after April 1, 2025, having a life longer
than three years that is procured when a contract is effective, and leaves the allocation up
to the Company to propose at or before a prudence review.®® Mr. Link says “the 2026
Protocol proposes flexibility when allocating costs for new resources to allow for state
autonomy when procuring new resources needed to achieve state-specific policy

objectives.”

 Link Direct Testimony, supra note 2, at lines 126-130.
0 Id. at lines 180-183.
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Does the 2026 Protocol address resource planning?

No, and this differs from the 2020 Protocol. The 2020 Protocol contained language
committing the Company “to continue to plan for capacity and operating needs, both for
the entire interstate system and for each state.”’! It also committed the Company to work
with parties to develop a planning process that optimizes risk-adjusted, least-cost
resource portfolios on a system basis to the extent practicable, while meeting individual
State requirements and maintaining system reliability; and a process that assigns benefits
and allocates costs of specific new resources added in order to meet an individual state’s

needs.”?

What happened to those commitments?

PacifiCorp withdrew from negotiations.

Is PacifiCorp currently soliciting new resources?

Yes, PacifiCorp is soliciting resources through three RFPs: an Oregon small scale

renewable RFP, an Oregon situs RFP, and a Washington situs RFP.

Are you aware of activities by PacifiCorp to procure cost effective resources that

would lower and stabilize Utah’s net power cost?

Not through an RFP. PacifiCorp appears to be waiting to reallocate the costs of its

thermal facilities to Utah in its Phase 2 filing without the type of analysis it had

12020 Protocol, supra note 40, at lines 816-817.
2 Id. at lines 818-822.
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previously agreed to. Indeed, by abrogating the terms of both the 2020 Protocol and the
Utah letter agreement, PacifiCorp’s proposal sets the stage to automatically reassign the
costs of the thermal facilities to Utah without a demonstration that this is in the public

interest or cost-effective in the face of alternatives.

This intention is apparent from Mr. Link’s statement that this proposal will benefit Utah
from improved future resource adequacy, as well as from other of PacifiCorp’s responses
in discovery. For example, in responding to a question regarding why PacifiCorp had not
issued an RFP that would serve Utah’s customers, given the need shown in Mr. Wilding’s
resource adequacy presentation, PacifiCorp replied, “while Utah has a short-term
resource need in the summer, it is possible that Utah’s shortfall would be significantly

reduced once Oregon exits all coal-fired resources by 2030.”73

However, this intention is perhaps most strongly signaled through PacifiCorp’s filed
2025 IRP. In conducting the IRP, PacifiCorp undertook a jurisdictional approach, and
automatically reassigned coal-fired generation exited by Oregon to Utah, Wyoming and
Idaho without analysis. It then limited new resource selections by location, planning for a
bifurcated system. This approach is detailed in WRA’s comments to the Commission
regarding the 2025 IRP, attached as Exhibit WRA (NK- 4). As we demonstrated

through our comments, this is not in the public interest.

Did reassignment of the coal-fired generation from Oregon to Utah, Idaho, and

Wyoming in the 2025 IRP remove Utah’s need for new resources?

3 See e.g., RMP’s Redacted Response to DPU Data Request 3.1, attached as Exhibit WRA _ (NK-2).
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It did not.”* Despite the continued need, PacifiCorp does not appear to be planning to
meet Utah’s need in a least-cost, least-risk manner, instead leaving this summer peak to
future market purchases. This approach exposes PacifiCorp, and through the functioning
of the Energy Balancing Account, Utah customers, to sustained high and volatile NPC as
PacifiCorp procures firm resources for its west-side loads and continues to purchase

power to meet its summer peaking loads.

In many ways, this situation is reminiscent of the late 1990’s when PacifiCorp failed to
procure firm resources for its growing Utah loads given uncertainties resulting from
Oregon’s deregulation and its fears regarding its ability to recover the costs of new
resources on the east side of the system from its west-side jurisdictions. The debacle that
followed led to the MSP. I recounted this history in my testimony filed in Docket No 24-
35-04. An excerpt from that testimony addressing the linkages between company
incentives, interjurisdictional cost recovery risk, and market risk is attached as Exhibit

WRA_(NK-5).

In the current situation, it appears that fears of not receiving full cost recovery for
existing resources may be driving PacifiCorp’s approach to interjurisdictional allocation,
but PacifiCorp’s approach is not in Utah’s interest. There is a better way under

development that I believe would better serve the public interest.

4 See Utah Clean Energy’s Request for Expedited Investigatory Docket and Agency Action, Docket No.
25-035-52, Request (filed August 29, 2025) at 3 (specifically, the analysis outlined in “Section III. Near-
Term Resource Need”).
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Do you have a recommendation?

The Commission should deny the application, extend the 2020-Protocol, and provide
multi-state stakeholders time to complete development of an alternative that is in Utah’s

interest.

H. The 2026 Protocol is Unjust and Unreasonable and Should be Rejected

Should the Commission approve the Company’s Application for Approval of the

2026 Inter-jurisdictional Allocation Protocol?

No. The application should be rejected as not just and reasonable for all of the reasons

outlined above.

THE 2020 PROTOCOL SHOULD BE EXTENDED

A. Phase 1 and Phase 2 Issues Must Be Addressed as a Comprehensive Whole

Please distinguish the issues PacifiCorp will seek to address in a second phase from

the issues it sought to address with this proposal.

PacifiCorp’s primary objective for this filing appears to be ensuring the full cost recovery
of its existing resources by remedying Idaho, Oregon, Utah, and Wyoming’s
disallowance of GHG costs on the operation of the Chehalis gas plant, Oregon’s
disallowance of its Rolling Hills wind facility, and, most significantly for this filing,
plugging the allocation hole caused by Washington’s rejection of a system share of east-
side thermal resources (decades ago). Removing coal-fired generation from Washington

rates to comply with Washington law appears to have been a lesser matter, although
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PacifiCorp’s approach to Washington’s exit from coal-fired generation reveals its likely

approach to addressing Oregon’s exit in what is now under four years.

In the second phase, PacifiCorp must address Oregon’s exit from coal as well as all the
issues that it has saved for a second phase, including the determination and allocation of
coal-fired generation closure costs. These are not small issues, and it is not possible to
understand the impact to Utah customers of assuming additional cost responsibility for
these aging facilities in this phase without knowledge of the full set of costs and
allocation of those costs that will not be known until the second phase, as well as the
alternatives available, as was anticipated by the 2020 Protocol and the Utah Letter

Agreement.

The Company’s two-phase approach masks the cost and risks to Utah, and the
Commission should reject this approach so that the full cost impact to Utah of any new

allocation methodology can be understood as a whole.

What is your recommendation?

The Commission should reject the 2026 Protocol, extend the 2020 Protocol, and provide
time to complete a promising cost allocation methodology alternative that multi-state

stakeholders have been meeting to negotiate.

B. Continuation of the 2020 Protocol While an Alternative is Developed Will Not
Harm PacifiCorp’s Financial Health

The WUTC approved the Washington 2026 Protocol on December 22, 2025. If the

Commission rejects PacifiCorp’s proposal and extends the 2020 Protocol,
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PacifiCorp will not have a common allocation method in place. Won’t this be

harmful to PacifiCorp?

PacifiCorp has been subject to two allocation methods ever since the WUTC rejected the
Revised Protocol twenty years ago (see Section II.A.). However, it appears to me that the
WUTC’s approval of the Washington 2026 Protocol, which assigned 100% of Chehalis
costs to Washington, has, at least for now, resolved PacifiCorp’s immediate cost
disallowances of the GHG costs on the operation of Chehalis by Utah, Idaho, and
Wyoming. On October 1, 2025, the Washington Department of Ecology signaled it
would provide allowances for Chehalis operations in light of the assignment of Chehalis
to Washington customers.” Furthermore, if other states extend the 2020 Protocol and
continue to pay a system share of all system costs including Chehalis, the 518 MW of
Chehalis would be overallocated, while the 64 MW of Colstrip 4 and Bridger Units 3 and
4 would be under allocated (see Section II.B.), leading to an apparent overallocation. The
remaining misalignment of allocations has persisted for twenty years and is not Utah’s

responsibility to fill.

C. Extension of the 2020 Protocol Will Allow Time for Multistate Stakeholders to
Complete Development of a Promising Alternative that Addresses the Full

Range of Issues Raised by Diverging State Policies, Including Oregon’s Exit
From Coal in 2030.

Have stakeholders from across PacifiCorp’s six-state service territory been meeting

to address the issues raised by diverging state policies?

> See RMP’s Response to Sierra Club Data Request 2.3, attached as Exhibit WRA _ (NK-2).
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Yes, after the 2026 Protocol was filed in Idaho, Oregon, Utah, and Wyoming, the Utah
Large Customer Group and Wyoming Industrial Energy Consumers began developing an
alternative proposal and convened stakeholders from across PacifiCorp’s service territory
to ascertain general interest in the proposal. The meetings included Commission staff
and intervenors from all but California. Stakeholders met several times and negotiations
are continuing with the next meeting scheduled February 17, 2026. The alternative under
development provides a framework to address the full range of diverging state policies,
including Oregon’s exit from coal in 2030. WRA is supportive of the effort and of the
alternative approach being developed and recommends that the Commission enable

further development by requiring PacifiCorp to provide necessary data.

D. PacifiCorp’s Cooperation in Providing Data and Information Is Necessary to
Finalize Negotiations

What is needed to bring these negotiations to a successful conclusion?

Data and information are essential to the successful conclusion of the multi-stake
negotiations. PacifiCorp is the only entity with the data, and it is essential that
PacifiCorp provide this data in response to requests. I recommend that the Commission
direct PacifiCorp to assist the multi-state negotiations by providing the data and

information sought.

CONCLUSION AND RECOMMENDATIONS

Please provide your conclusion and recommendations.
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The 2026 Protocol is neither just nor reasonable and it is not in the public interest. I
therefore recommend the following.

e The Commission should deny PacifiCorp’s application as not just and reasonable for
the reasons identified in my testimony.

e To allow for the completion of an interjurisdictional allocation method that is
currently being negotiated by Commission staff and stakeholders from Idaho, Oregon,
Utah, Washington, and Wyoming, the Commission should extend the use of the 2020
Protocol. The alternative under development provides a framework to address the
full range of diverging state policies, including Oregon’s exit from coal in 2030.

e To further this promising alternative to the 2026 Protocol, the Commission should
direct the Company to provide requested information to the multi-state stakeholder
collaboration.

Does this conclude your testimony?

Yes, it does.
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I have read this filing and believe that it is supported in fact and in law.
Respectfully submitted,

WESTERN RESOURCE ADVOCATES

So%hfei{ayes

Utah Clean Energy Manager/Senior Attorney
801-212-9419
sophie.hayes@westernresources.org
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