ORDER NO. 10-066
ENTERED 02/24/10

BEFORE THE PUBLIC UTILITY COMMISSION
OF OREGON

LC 47

In the Matter of
PACIFICORP ORDER

2008 Integrated Resource Plan.

DISPOSITION: MODIFIED PLAN ACKNOWLEDGED WITH AN
EXCEPTION

INTRODUCTION

PacifiCorp, dba PacifiCorp & Light Company (PacifiCorp or the Company)
seeks acknowledgement of its 2008 Integrated Resource Plan (IRP). mpissfih
accordance with Public Utility Commission of Oregon (Commission) Order NOOR7/as
corrected by Order No. 07-047 requiring all regulated energy utilitiestogena Oregon to
engage in integrated resource planning.

We acknowledge the Plan, as it has been modified during this docket, with
one exception. We also identify several requirements for PacifiCorp’s nextrgjaryuie.

Requirements for Integrated Resource Planning

The Commission requires regulated energy utilities to prepare integrated
resource plans within two years of acknowledgment of their last planstiegtust involve
the Commission and the public both in their planning process and prior to resourmmdecis
being made. In an integrated resource plan, an energy utility must: (1) evabmatees on
a consistent and comparable basis; (2) consider risk and uncertainty; (8)saiect a
portfolio of resourcewith the best combination of expected costs and associated risks and
uncertainties for the utility and its customers; and (4) create a plais ttansistent with the
long-run public interest as expressed in Oregon and federal energy pdieef3rder
No. 07-002.

The Commission acknowledges resource plans that satisfy procedural and
substantive requirements, and that are deemed reasonable at the tikmowiedgment.

! The Commission originally adopted least-cost pilagiin Order No. 89-507 (Docket UM 180). The
Commission updated the utility planning procesBatket UM 1056, in which Order Nos. 07-002 and @7-0
were entered.
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PacifiCorp’s 2008 IRP

PacifiCorp filed its 2008 IRP on May 29, 2009. The Company had previously
filed a draft IRP for public review and comment on April 8, 2009. PacifiCorp preseate
2008 IRP to the Commission at the Public Meeting on September 8, 2009. On October 8,
2009, Staff and Partiéfiled Opening Comments. PacifiCorp filed Reply Comments on
November 3, 2009. Staff filed Final Comments on December 8, 2009. On January 7, 2010,
PacifiCorp and Intervenors filed Reply Comments. Staff presented its@ddr to the
Commission at the Public Meeting on February 2, 2010. The Commission acknowledged
PacifiCorp’s modified 2008 IRP with one exception.

The Company projects that its rate of growth in energy and capacity will
decline, as compared to historical averages, due to the impact of the housing market
slowdown and economic recession. Based on a November 2008 load forecast, PacifiCorp
projects that its system will become short on capacity in 2011, and on an energihbasis
system begins to experience a short position by 2012.

PacifiCorp developed 57 resource portfolios using a capacity expansion model
(CEM) that optimizes a resource portfolio to meet energy and capacity vesstson a
variety of input assumptions and capacity planning criteria. Using a productianaaeit
(PAR), the Company simulated the performance of these portfolios with stocreastion
in key variables. These stochastic variables include loads, natural gas\whokesale
electricity prices, hydroelectric generation and thermal resourdelaility. The Company
weights seven measures to identify the top-performing portfolios. The tlegesiras given
the most weight for scoring portfolios are: (1) Risk-adjusted Present Valueerie
Requirement (PVRR) (45 percent weight); (2) Customer rate ir{2percent weight);
and (3) Carbon dioxide cost exposufEs percent weight). PacifiCorp focused its final
portfolio performance evaluation on the four portfolios with the best performanassco

In contrast to its 2007 IRP, the Company faced additional planning
uncertainties in the development of its 2008 IRP due to the current economic recegsion a
significant decline in industrial and commercial sector demand. This reductdemand is
projected to translate into a near-term reduction in resource need. At themsanbed
depth of the economic recession and the pace of a recovery are uncertain. Proried by
severe decline in actual loads through January 2009, PacifiCorp prepared twodoriggast
original forecast from November 2008 and an additional forecast in February 2009. The
February 2009 load forecast did not change the year in which PacifiCorp becoméy capac
deficient. Using the preferred portfolio, the Company conducted additionaiwgnsit

2 The following parties intervened: the Oregon Dépant of Energy (ODOE); the Citizens’ Utility Boaod
Oregon (CUB); the Renewable Northwest Project (R Industrial Customers of Northwest Utilities
(ICNU); and Portland General Electric Company (PGE)

® The customer rate impact is the average annualgehm the customer $/MWh price for the period 2010
through 2018.

* The carbon dioxide cost exposure reflects a piastéopotential for avoiding worst-case cost out@smiven
CO,regulatory cost uncertainty.
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analyses using the February 2009 load forecast. The Company concluded tha¢tbere w
significant changes in its recommended near-term acquisitiongstrate

Implementation Actions for PacifiCorp’s Preferred Resource Stategy

Based on the analysis described later, PacifiCorp selected
Portfolio 5B_CCCT_Wet as its preferred course of action. The Company recaisithe
following resource actions for 2009 to 2018 (Action Plan):

= Build or acquire 1,400 megawatts (MW) of renewable resources by 2018,
including 393 MW of wind resources expected to be on-line by year-end
2010

= Acquire up to 1,400 MW of front office transactions on an annual basis as
needed through 2013

= Procure a 570 MW Utah wet-cooled gas combined-cycle combustion
turbine (CCCT) that would potentially be on-line by the summer of 2014

= Procure a 261 MW east-side intercooled aeroderivative simple-cycle gas
plant (SCCT) that would potentially be on-line by the summer of 2016

= Complete coal-fired power plant efficiency improvements which are
expected to add 128 MW in the east and 42 MW in the west with zero
incremental emissions

= Pursue 200 MW of additional savings from expanded Utah Cool Keeper
program participation by 2018 and 130 MW of additional class 1 Demand-
side Management (DSM)

= Acquire 900-1,000 MW of cost-effective Class 2 programs by 2018 (peak
capacity), equivalent to about 430 to 480 MWa

= Pursue 100 MW of distributed generation resources by 2018

= In 2009-2011, obtain Certificates of Public Convenience and Necessity for
Utah/Wyoming/Northwest segments of the Energy Gateway Transmission
Project

= In 2010, permit and construct a 345 kV line between Populus to Terminal

= In 2012, permit and construct a 500 kV line between Mona and Oquirrh

= In 2014, permit and construct a 230 kV line between Windstar and
Populus and permit and construct a 345 kV line between Sigurd and Red
Butte

*= In 2016, permit and construct a 500 kV line between Populous and
Hemingway

= In 2017, permit and construct a 500 kV line between Aeolus and Mona

The Company requests acknowledgment of its recommended Action Plan to
implement itspreferred portfolio of resources. The Action Plan includes activities for
decisions the Company intends to make in the next one to ten years. Pacifi@srphata
the Commission should not rigidly review the preferred portfolio selectednmstypes or
acquisition time periods, but should, instead, recognize that in the IRP are moxices
representing the fuel type, operating characteristics, and time fraatézacifiCorp deems
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to best fit the deficit position at the time that the IRP was prepared| extoarce types and
timing will be determined during the procurement process.

PacifiCorp issued a request to resume its 2008 Request for Proposals (RFP) in
fulfillment of Action Item 3, or the third bullet listed above. The Commission approved tha
request with conditionsSeeDocket UM 1360. The Company plans to issue an RFP at a
later date for acquiring additional renewable resources.

Parties’ Recommendations

In its Final Comments, Staff identified as a primary concern, the ingpdoe
current economic climate and declining load on the timing and type of resol@cigosen
the preferred portfolio. The Company responded to Staff's concerns about the neeld for a
timing of new combined cycle and single cycle combustion turbines by stiaénig will
update its portfolios analyses as part of its 2008 all-source D ¢cket UM 1360) and
in the 2008 IRP update.

Based on PacifiCorp’s additional analysis, Staff supported acknowledgement
of PacifiCorp’s proposed transmission actions. RNP and CUB also indicated thatgouildi
new transmission capacity will decrease wind integration costs and bemgfdrOcustomers
over the entire life of the asset. PacifiCorp, RNP, and CUB supported Staff’s
recommendation for additional analyses of transmission options in future IRPs.

RNP, CUB, NWEC and Staff all criticized the Company’s wind integration
analysis. RNP and CUB argued that PacifiCorp did not take into consideration thynter
of load and wind variability. RNP and CUB claimed that on an actual basis, load griabili
and wind variability will offset, thereby reducing reserve requiremamtsleading to lower
costs of integration. RNP and CUB also argued that: (1) PacifiCorp’s refatese of wind
generation from new wind projects significantly overstates resequéreenents; (2) the
Company incorrectly assumes that all inter-hour balancing is done throukgt mar
transactions; (3) PacifiCorp incorrectly “rounds up” day-ahead balaneieds causing a
systemic over-statement of market transactions; (4) PacifiCorp mbdatests associated
with an “extreme” level of wind penetration (reached in 2021), and incorrectly uees it
justify the wind integration cost ascribed throughout the study horizon; (5) thagoretied
upon in the PacifiCorp analysis, one to two hours prior to the beginning of each operating
hour, leads to a significant overestimate of the hour-ahead forecast error; trevG)d
integration analysis has significant ratemaking implications on the Gorsgaower cost
filing.

With NWEC's support, RNP and CUB recommended that a new study
involving a public stakeholder process be completed within three months following the date
of acknowledgement of the 2008 IRP. Until a new study is completed, RNP and CUB
recommended that the Commission require the Company to use its previous windamegra
cost of $5.10/MWh. PacifiCorp agreed that an updated study is appropriate, and committed
to work with parties to complete a new study by the end of 2010.
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Staff and the parties also expressed concerns with the Company’s level of
conservation resources for its entire service area, and the level of demandreidement
resources acquired in Oregon, as set forth in the preferred portfolio. Steffmeaded that
the Company assess its serve area-wide study against the Northwestib@enservation
Council’'s (Council) study in the 2008 IRP update and undertake a new system-wideapotenti
study for its next planning period. On November 3, 2009, PacifiCorp provided a preliminary
comparison of its conservation study versus the Council’s in its Response to Oregon Part
Comments. PacifiCorp stated that the Company will continue to evaluate thalSounc
methodology and will incorporate these findings in an updated study to be completed in
2010.

RNP, CUB, and NWEC all expressed concerns about PacifiCorp’s modeling
of the impacts of greenhouse gas emission regulations and recommended improvements
RNP and CUB state that PacifiCorp focuses too much on carbon “intensityy’tretheon
actual carbon emissions. These parties stated that “since future carbatioegwif
greenhouse will likely require reductions in emissions, rather than reductiomensity
levels, it would be helpful to see a similar chart which shows how the preferredipawifbl
perform with regard to total emissions on a year-to-year bastaitiitionally, the parties
asserted that including the impact of coal plant closures in Pacifid&’analysis is
important to evaluate a least-cost approach to meeting carbon emission redugéts t

RNP, CUB, and NWEC indicated that carbon dioxide emission levels should
be included as specific and important risk factors. These parties stated thasting
methodology penalizes a portfolio with low emissions and does not adequately vsiue lea
cost portfolios that actually reduce carbon emissions. NWEC also s&t@atifiCorp’s
scoring system places inappropriate emphasis on insignificant costriifsramong
portfolios, and instead should place greater emphasis on the actual carbon emission
differences between the portfolios. RNP and CUB support Staff's recomtioentet the
Company develop a more comprehensive evaluation of a hard-cap emissions stahdard a
emission reduction plan, which includes the evaluation of coal plant closures. The Company
agreed with parties that G@missions should be considered as a measure for scoring
portfolio performance. PacifiCorp also agreed that enhanced modeling williatwetter
incorporate and analyze hard-cap emission standards. PacifiCorp will interpaorh
modeling in its next IRP.

RNP, CUB, and NWEC expressed concern that PacifiCorp’s “out-year
resource selection” (resources selected after year 10) unduly inflneacéerm resource
decisions. NWEC recommended that PacifiCorp modify its test portfolios sdlthat a
resource decisions beyond the 8 to 10 year horizon would be replaced with a standard
resource.

In its Opening Comments, NWEC also recommended that the Company value
flexibility and look at incorporating a dynamic modeling methodology sinuldénat used by
the Council’'s study. NWEC suggests that development of portfolios in a world of

® SeeOpening Comments of RNP and CUB, page 7.
5
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uncertainty using known futures does not appropriately reflect real worlsialeonaking.
NWEC believes that incorporating dynamic modeling will result in actionsitiaease
flexibility, or that have economic benefits regardless of future conditioich @s aggressive
conservation), and that turn out to be more valuable than large capital-intensive and long
lead-time resources that reduce a utility’s flexibilify.”

PacifiCorp disagrees with NWEC's assertions. PacifiCorp states thatgya
optionality and assigning a scoring weight would violate the Commission’s eatgrit to
treat resources on a consistent and comparable basis. The Company alsothatieves
NWEC'’s suggestion that PacifiCorp replace all resource decisions beyond @hge8r
horizon with a standard resource would also violate IRP rules requiring analykiferent
resource options and the impacts of state and federal regulatory policies.

In its Reply Comments, NWEC recommended that the Commission not
acknowledge PacifiCorp’s 2008 IRP. NWEC argues that: (1) PacifiCorp’sigsystem
artificially amplifies insignificant differences in costs, and thatGleenpany then relies upon
those meaningless differences to choose a preferred portfolio; (2) the sgsterg s
improperly combines cost and risk measures; (3) it provides additional scorgit Voei
increases in emissions; and (4) when faced with two portfolios that have insighdast
differences, the Commission should acknowledge the portfolio which will resolver |
emissions. NWEC recommends that PacifiCorp be required to work with parties kampdeve
scoring criteria that do not depend upon small differences in rates and to include the
statistical analysis to justify its scoring metrics.

Staff's Final Recommendations

At the February 2, 2010, public meeting, Staff recommended the Commission
acknowledge PacifiCorp’s 2008 IRP with nine agreed-upon modifications to tios Adan
and one exception. The exception is the wind integration analysis used in the 200&(RP, ci
above. The agreed-upon modifications consist of three revised Action Itemg and s
additional Action Items, as follows:

Revised Action Items

1. Action Item 3 (Peaking/Intermediate/Base-load Supply-side Respurce
In recognition of the unsettled U.S. economy, expected volatility in natural
gas markets, and regulatory uncertainty, continue to seek cost-effective
resource deferral and acquisition opportunities in line with near-term
updates to load/price forecasts, market conditions, transmission plans and
regulatory developments. PacifiCorp will reexamine the timing and type
of gas resources and other resource changes as part of a comprehensive
assumptions update and portfolio analysis to be conducted for the next
business plan and 2008 IRP update.

® SeeNWEC Opening Comments, Page 3.
" Changes to the filed Action Plan shown in mark-up.

6
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2. Action Item 9 (Planning Process Improvements) — For the next IRP
planning cyclecomplete the implementation of System Optimizer capacity
expansion model enhancements for improved representation,@n@dO
RPS regulatory requirements at the jurisdictional level. Use the enhanced
model to provide more detailed analysis of potential hard-cap regulation of
carbon dioxide emissions and achievement of state or federal emissions
reduction goals. Also use the capacity expansion model to evaluate the
cost-effectiveness of coal facility retirement as a potentgiaese to
future requlation of carbon dioxide emissions.

3. Action Item 9 (Planning Process Improvements) - In the next IRP
planning cycle provide an evaluation of, aimhtinue to investigate-the

formulation-of satistactory-proxmtermediate-term market purchase

resources for purposes pdrtfolio modeling—angentingent-en-acquiring
suitable market data.

Additional Action Items

4. For future IRP planning cycles, include on-going financial analysis with
regard to transmission, which includes a comparison with alternative
supply side resources, deferred timing decision criteria, the unique capital
cost risk associated with transmission projects, the scenario anabais us
to determine the implications of this risk on customers, and all summaries
of stochastic annual production cost with and without the proposed
transmission segments and base case segments.

5. By August 2, 2010, complete a wind integration study that has been vetted
by stakeholders through a public participation process.

6. During the next planning cycle, work with parties to investigate carbon
dioxide emission levels as a measure for portfolio performance scoring.

7. Inthe next IRP, provide information on total £fnissions on a year-to-
year basis for all portfolios, and specifically, how they compare with the
preferred portfolio.

8. For the next IRP planning cycle, PacifiCorp will work with parties to
investigate a capacity expansion modeling approach that reduces the
influence of out-year resource selection on resource decisions covered by
the IRP Action Plan, and for which the Company can sufficiently show
that portfolio performance is not unduly influenced by decisions that are
not relevant to the IRP Action Plan.

9. Inthe next IRP planning cycle, PacifiCorp will incorporate its asssagsm
of distribution efficiency potential resources for planning purposes.
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DISCUSSION
|. Adherence of the Plan to Integrated Resource Planning Guidelines
In considering whether to acknowledge a resource plan, this Commission

reviews the plan for adherence to our Guidelines for resource planning. Wesadte®f
the Guidelines separately, followed by the party’'s comments and our disposition.

Guideline 1: Substantive Requirements
Guideline 1a: All resources must be evaluated on a consistent and comparable basis.

In PacifiCorp’s 2007 IRP, Staff and RNP cited concerns that the Company did
not go far enough in modeling different types of renewable resources and new tgielsnolo
such as carbon capture and sequestration (CCS) and integrated gasificationd:ayddane
coal plants (IGCC). Based on a Staff and RNP recommendation, PacifiCorp expended t
supply-side resource options considered in the Company’s 2008 IRP.

Compliance with Guideline 1a by resource category:

Demand-Side Managemerfbtaff cited several concerns with the Company’s
evaluation of conservation and demand response resources. Specifically, PacifiCaip di
conduct a system-wide study to determine the potential savings, the costaitesd, and
the customer impacts of implementing distribution system efficiencyuresas
(i.e., conservation voltage reduction). PacifiCorp did not include this potential resouis
current DSM acquisition goal. The Company countered that it has did not develop an
implementation plan for distribution efficiency because the IRP is not the poyper for
the development of such a plan.

Renewable Resource$he Company modeled wind, geothermal, biomass
and solar. Staff, RNP, CUB, and NWEC took issue with PacifiCorp’s wind integrati
analysis. Specifically, RNP and CUB argued that PacifiCorp overstateddétve
requirements for wind by assuming that existing and new wind resources are dda per
correlated, and by assuming that all day-ahead energy imbalancetiladetis®ugh market
transactions. PacifiCorp agreed that its wind integration study could be immatvisd
concerned that this represents a major undertaking for the Company. PacifiCamfpynot
cited parties’ stated concerns, but also took into consideration the impact of $saosmi
constraints and wind ramping events on wind integration costs.

Although Staff found that Action Item 1 of the IRP adequately incorporates
sufficient acquisition targets of wind resouré@®NP and CUB argued that the existing wind

8 Seediscussion under Guideline 6.
® PacifiCorp states that it will acquire an increman, 400 MW of renewable by 2018, for a projected
renewable resource inventory of 2,540 MW.

8
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integration study in the IRP may under estimate the most cost-effectouené of wind that
should be incorporated in the Company’s outer-year selection of resources in theportfol

Staff recommends conditioning the Action Plan to require PacifiCorp to
complete a new wind integration study to be thoroughly vetted by stakeholdetgbgtR,
2010. RNP, CUB, and NWEC recommended that the Company be required to complete a
new study earlier - within three months of the close of the docket. Staff cuht
without knowing the timing of the acknowledgement Order, and with PacifiCorpiagr®
complete the new study with a public participation process by August 2, Staffdsethat
its proposal will accomplish the goal of all parties.

Market PurchasesIn Action Item 2, the Company included up to 1,400 MW
of front office transactions per year through 2013, based on favorable market condisons
discussed in Staff's Opening Comments, PacifiCorp’s inputs into its IRP are dateof
compared to what has actually occurred with regard to load, wholesale power prices and
natural gas prices. PacifiCorp’s stated intent is not to treat the IRRgd schedule, but to
allow flexibility in its procurement of not only market purchases, but more impagrtamtl
timing resource acquisitions.

PacifiCorp recently requested to resume its 2008 all-sourcé Ritich the
Commission approved at its November 23, 2009, public meeting. The Commission adopted
Staff's recommendation that the Company provide justification and analysisefoming,
type and location of the resource need based on its most current evaluation of ldegts, ma
prices and regulatory activity. Staff asserted that this condition should shdkhewharket
purchases are a more cost-effective means of meeting intermediddée ds opposed to the
acquisition of a new generating resource. The timing of a new generatingcees@ay be
appropriately delayed consistent with a protracted recovery from thentuecession.

Staff recommended that Action Item 9 be conditioned to require PacifiCorp to
provide an evaluation of intermediate-term market purchase opportunities, taking i
consideration the most current evaluation of loads, market prices and regatiivity,.

Distributed Generation The company included dispatchable standby
generation, combined heat and power (CHP) plants and on-site solar as refsotihees
CEM to select. Action Item 8 of the IRP states that the Company will pucguesgion of
100 MW of distributed generation resources by 2018.

Fossil-Fuel ResourcesDue to the uncertainty of future carbon regulation, as
well as large increases in the cost of large coal-fired boilers &cgst increase of
approximately 50 percent — 60 percent since the 2007 IRP) the Company will notsalect
as a resource before 2020.

PacifiCorp evaluated CCS and IGCC technologies for selection in the model
at an existing coal plant. The Company opined that CCS is not a viable option before 2025
“due to risk issues associated with technological maturity and undergroundtissores

19 seeDocket UM 1360, PacifiCorp’s request to resume20@8 RFP, filed November 2, 2009.
9
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liability.” ** Although IGCC plants have been built and operation demonstrated around the
world, PacifiCorp argues that these facilities have been demonstratiortom)gc and their
costs are significantly greater than conventional coal plants. Pacif€Canméeémber of the
Gasification User’s Association. Over the last two years, the Compathg Iseries of IGCC
working group public meetings to “help provide a broader level of understanding for this
technology.**

PacifiCorp’s Action Plan includes 170 MW of emission free, coal plant
capacity gains. The Company will undertake “dense pack” coal plant turbinelepgia
existing plants. Such cost-effective upgrades do not increase fuel consunmgsianpht, or
emissions.

PacifiCorp considered both SCCT and CCCT gas plant capacity additions.
Both resources were chosen by the model and included in the preferred portfolio.

Action Item 3 shows a SCCT being added in 2016. However, when the
Company did an analysis using its February 2009 load forecast, the CEM did aotheele
SCCT. PacifiCorp argued that since the February 2009 load forecast had litite @ampa
resource development until 2016, the Company decided to retain the resource in thedprefe
portfolio.

In its Opening and Final Comments, Staff cited several concerns with the
timing and acquisition of the CCCT and SCCT. Specifically, Staff is concerneclutient
economic conditions and a decline in load will have a significant impact on the degision t
acquire these resources. PacifiCorp responded to Staff's concerns,thttihg IRP sets
forth a “flexible acquisition strategy,” rather than identifying spec#&ources on specific
dates. Staff agreed with the Company that the resource actions identtiedRP act as a
guide for resource procurement and should not be held to a rigid interpretation. Staff
recommended a modification to the language in Action Item 3 of the IRP thaCeguif
agreed to that better reflects this flexibility.

Transmission.PacifiCorp stated it is moving forward with an expansion plan
to eventually construct transmission lines and substations that are requiredde provi
1,500 MW over the proposed Gateway West lines and 1,500 MW over the proposed Gateway
South lines. The transmission system model topology map on page 138 of the IRP showed
all segments that were included in the System Optimizer model used to denwal opti
resource expansion plans for all portfolios. This issue will be addressed in mdrerckta
Guideline 5.

Guideline 1b: Risk and uncertainty must be considered.
The Company’s stochastic modeling addressed the following sources of risk

and uncertainty, including load requirements, hydroelectric generation, gle@d foutages,
fuel prices, electricity prices and emission prices. To address the costptyavith future

Yid.
12SeelRP page 114.

10
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regulation of greenhouse gas emissions, the Company conducted scenaric aisalgsg0,

$45, $70, and $100 (in 2008 dollars) for £4@x, as modeled for both cap-and-trade and tax
strategies. PacifiCorp also analyzed compliance with Oregon Statessions performance
standards. The Company also performed sensitivity studies with various coorsrudti

low, medium and high levels of the following factors: load growth, natural gas and
electricity prices, C@compliance costs, renewable portfolio standards, renewable energy tax
credit expiration dates, high plant construction costs, capacity planning resgia, and
achievable market potential for demand response programs.

Capital costs of generating resources, the level of achievable DSM potential,
expiration of federal tax credits for renewable energy resources, tygpacining reserve
margins and renewable portfolio standards are additional sources of risk andinbc
identified in the plan.

Guideline 1c: The primary goal must be the selection of a portfolio of resources with the
best combination of expected costs and associated risks and uncertainties for thendtility a
its customers.

In selecting its preferred portfolio, the Company considered both expected
costs and associated risks and uncertainties. Additionally, the Company took into
consideration the impact of its recent decision to defer the acquisition of@sgasce in
2012, and performed additional portfolio studies reflecting the removal of it as aglanne
resource in 2012.

PacifiCorp used a 20-year study period for portfolio modeling, and a real,
levelized revenue requirement methodology for treatment of end-effectsehainsistent
with past IRP practice. The Company used standard deviation of stochastic prochstson c
as the measure of cost variability. For the severity of bad outcomes, the carajzagtes
several measures, including stochastic upper-tail PVRR (mean of highadioine Carlo
iterations) and the 95percentile stochastic PVRR.

In its discussion of the preferred portfolio, the Company states it will be
positioned to exceed current jurisdictional RPS requirements, and would potengatia
15 percent federal RPS requirement, such as the one contained in draft degstziosed
by U.S. Representatives Waxman and Markey.

In comments, NWEC, RNP, and CUB raised concerns about PacifiCorp’s
modeling of the last 10 years of the 20 year planning period. Specifically, NWEG opine
that the Company’s approach in the last ten years is not illustrative -of@ddl decision
making, which would react to the constantly changing market conditions. NWEC #rgues
flexibility and optionality should be tested and valued in the Company’s portfolio mgdel
approach. NWEC proposed that the Company should adopt the Council’'s dynamic modeling
approach or alternatively “fix” a resource in all portfolios for the Idttdf of the planning
period.

11
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NWEC suggested that PacifiCorp value “flexibility” in its modeling. NWEC
stated that “in a world of uncertainty developing portfolios using known futures does not
appropriately reflect real world decision making.” NWEC asserts thatpocating dynamic
modeling will result in actions that “increase flexibility, or have ecordmenefits regardless
of future conditions (such as aggressive conservation), and turn out to be more valuable than
large capital-intensive and long-lead-time resources that reduceyasuftiéixibility.” *3
Specifically, NWEC recommended that PacifiCorp modify its test portfshahat all
resource decisions beyond the 8-10 year horizon would be replaced with a standard.resourc

PacifiCorp disagreed with the NWEC assertions and stated that to value
optionality and assess a scoring weight would violate the Commission’s mguatrto treat
resources on a consistent and comparable basis. Similarly, the Company argued tha
NWEC'’s suggestion—i.e., that PacifiCorp replace all resource decisionsdte8-10
year horizon with a standard resource—would violate IRP rules requiringsenai
different resource options and the impacts of state and federal regulatcrgsoli

RNP and CUB also raised concerns associated with the Company’s approach
to resource acquisition in the last ten years of the planning period. These pamtiment
that it is “appropriate to allow the system optimizer model to select theaneapéart of the
portfolio and then fix those decisions, but allow for different choices in lates gsa
necessary® They are concerned that PacifiCorp is effectively freezing itsidecmaking
at the present time, and not allowing for the fact that it is likely the futilirbendifferent.
RNP and CUB argued that these later year resource decisions may be ungliynoée
selection process in earlier years by unduly weighting a portfolio’s peaifure.

RNP and CUB recommended that PacifiCorp conduct capacity expansion
optimizations in two passes. PacifiCorp should initially produce simulations tondete
near-term resources to link to the IRP action plan. Subsequently, the Company should the
produce simulations with the near-term resources fixed and allow the Systemz@pto
optimize resources in the out-years. PacifiCorp agreed that investigatiteraétave
approaches for out-year resource acquisition is desirable. However, the Casnpany
concerned that such a modeling approach may involve a trade-off with respeatumther
of alternative futures that can be accommodated.

Staff agreed with RNP, CUB, and PacifiCorp, recommending that the
following agreed-upon Action Item be added to PacifiCorp’s IRP: Pacifi@drgvork with
parties to investigate a capacity expansion modeling approach that rédundgiience of
out-year resource selection on resource decisions covered by the IRP AaticenBléor
which the Company can sufficiently show that portfolio performance is not unduly
influenced by decisions that are not relevant to the IRP Action Plan.

Guideline 1c states that the goal of planning must be the selection of a
portfolio of resources with the best combination of expected costs and risk for tyeantlit

13 SeeNWEC Opening Comments, Page 3.
14 SeeOpening Comments of RNP and CUB, at 8.

12
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its customers. NWEC claimed that PacifiCorp’s preferred portfolio doem@ett this goal.
Specifically, NWEC asserted that PacifiCorp’s scoring systeficatiy amplified

insignificant differences in costs and then relied upon those meaninglessrdiéfe to

choose a preferred portfolio. NWEC stated that the trade-off betweemdasslkamust be a
subjective one, not a decision to be made in a scoring matrix. PacifiCorp countered that i
performance scoring methodology necessarily involves a subjective detissmfavhat
measures are most important for judging the overall merit of resource axtfoli

In addition, NWEC believes PacifiCorp improperly combines cost and risk
measures, and provides additional scoring weight for portfolios with higher ensissi
NWEC urges the Commission to not acknowledge the 2008 IRP and to direct PacifiCorp to
work with the parties to develop scoring criteria that do not depend upon very small
differences in costs.

PacifiCorp strongly disagreed with NWEC's claim that the IRP’s scoring
system placed inappropriate emphasis on insignificant cost differencag aontfolios.

Guideline 1d: The plan must be consistent with the long-run public interest as expressed in
Oregon and federal energy policies.

PacifiCorp argued that the increasing mix of renewable and other clean
resources reflected in the 2008 IRP preferred portfolio reduced the carbon inténsity
PacifiCorp’s generation fleet, thereby positioning the Company well fetingefuture
climate change and renewable resource requirements. Staff found the @smpan
explanation of how the 2008 IRP meets Oregon’s RPS requirements to be reasonéible. Sta
concluded that as proposed, the preferred portfolio exceeded current jurisdicB&al R
requirements and would potentially meet a 15 percent federal RPS requiramemnt
proposed in “[tjhe American Clean Energy and Security Act of 2009” authored by
U.S. Senators Waxman and Markey that recently passed through the U.S. House of
Representatives.

Commission Disposition

We conclude that PacifiCorp’s 2008 IRP meets the substantive requirements
in Order No. 07-002 with a modification to Action Item 3 and an exception. We describe the
exception as follows:

RNP, CUB, Staff, and NWEC pointed out significant flaws in PacifiCorp’s
wind integration study in its 2008 IRP. Citing its own concerns, PacifiCorp took thieposi
that these issues should be addressed in the context of a new study. The timing of the
proposed wind integration study received comment by all parties. We corfcdtide t
PacifiCorp’s commitment to complete a new study by August 2, 2010, as proposetf,by Sta
is a reasonable course of action. Therefore, we do not acknowledge the windiamegrat
study in PacifiCorp’s 2008 IRP. Rather, we adopt Staff's agreed-upon addiziita
Item 5, above.
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RNP and CUB urged the Commission to direct the Company to rely on the
2007 IRP wind integration analysis results for its Transition Adjustmenhafesm (TAM)
filing until the Company completes a new wind integration study. However, RUEEB
also correctly observe that the Commission does not make ratemaking denisioiRP
proceeding. Therefore, we do not adopt the recommendation made by RNP and CUB that
the Company rely on its 2007 IRP wind integration analysis for the purpose of its TAM
filings. Rather, we find that this is a matter to be addressed in PacifiCorMdilidgs.

The Commission supports Staff's agreed-upon modifications to Action
Items 1 and 3, as described above, as well as the agreed-upon additional &atidn It
above. Atthe February 2, 2010, public meeting, the Commission set forth an additional
modification to Action Item 3: PacifiCorp will reexamine the Company’s prepgss
resource action items, looking at both timing and need, using the most recentgnsjetti
loads, wholesale prices, regulatory activity, and other salient inputs as par2@d8 RFP
short-list submittal to the Commission (Docket UM 1360).

We believe these changes adequately address issues raised bydke parti
about optionality and the influence of out-year resource selection on near-tems.adtie
commend parties on their diligence and review of the complex and complicated itsaes re
to modeling and risk analysis in the IRP. We support the continued investigation of new
methodologies, appropriate risk analysis, and scoring criteria that allsgzatie conducted
in this process.

NWEC asserted that PacifiCorp makes its trade-off decision betweesincbst
risk in the preferred portfolio based purely on the statistical outcome of thegsomatrix
from PacifiCorp’s risk analysis. NWEC indicated that the Company’si&cshould
instead be subjective. PacifiCorp refuted this claim, commenting that itsrparfce
scoring methodology involves subjective decision making throughout the process on what
measures are most important for judging the overall merit of the portfolio. nd/énaat both
parties’ arguments have merit, and we clarify that the Commission recegimizeeed for
subjective judgment when reviewing the modeling and risk analysis resubsthl the
investigation of IRP Guidelines (UM 1056) and Competitive Bidding Guidelines (UM 1182),
we stated that results are not intended to be followed lockstep without benefit of sound
judgment. However, in recognition of this, it is equally important for the utilitgl @hers)
to explain that judgment as clearly as possible.

We do not agree with NWEC’s recommendation that the Commission not
acknowledge PacifiCorp’s 2008 IRP based on scoring criteria concerns and atibgcait
issues.

For purposes of clarity, in future IRP filings the Commission requires the
Company to label its IRP filings with the year in which the filing is made
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Guidelines 2 and 3: Procedural Requirements

Guidelines 2 and 3 lay out procedural requirements and specify procedures for
filing and review of resource plans. Energy utilities must file an integnasource plan
within two years of the previous acknowledgement order. PacifiCorp filegldnson
May 29, 2009, approximately 13 months after the Commission entered its acknowledgement
order on the Company’s 2007 IRP PacifiCorp’s filing was timely under Order No. 07-002.

The Commission and the public must be involved in the utility’s planning
process. PacifiCorp provided extensive opportunities for public input, and submitted a draft
of its plan for comment by participants on April 8, 2009.

The Commission held a Public Meeting regarding PacifiCorp’s plan on
September 8, 2009. On October 8, 2009, RNP, CUB, NWEC, and Staff submitted written
comments to the Commission regarding the plan. PacifiCorp filed a reply on Nov&mber
2009. Staff filed its Final Comments on December 8, 2009. PacifiCorp, RNP, CUB, and
NWEC filed additional comments on January 7, 2010, responding to Staff's comments and
recommendations.

In its Reply Comments to Staff, filed on January 7, 2010, PacifiCorp stated its
intent to file a 2008 IRP update on March 31, 2010. The Company states this date will keep
the “IRP filing cycle consistent across all state jurisdictions, rezognthat PacifiCorp has
already received acknowledgment orders from a number of commissions.”

Commission Disposition

We conclude PacifiCorp’s 2008 IRP meets the Commission’s procedural
requirements with the exception of its intent to file the 2008 IRP update on March 31, 2010,
regardless of the date of issuance of this acknowledgement Order.

PacifiCorp’s stated intent to file its 2008 IRP update is not in compliance with
Guideline 3f: Each utility must submit an annual update on its most recently acknowledged
plan. An update on March 31, 2010, made shortly after this order is entered, is too soon to
meet the provisions of Guideline 3f and 3g. Updating an IRP is intended to provide the
Commission with an assessment of what has changed sinmektt®vledgemerrder, not
simply to update what has changed since the plan was filed. PacifiCorp stated®lodd
like to achieve “consistency” among all state jurisdictions; however, Oregardelines are
clear on this issue and seem to contradict PacifiCorp’s intent of aligningitbesinmission
requirements.

Additionally, PacifiCorp’s desire to align the IRP process across al efate
jurisdictions should not disproportionately impact the IRP process in OregotiiCBgzi
chose to file its 2008 IRP in its other state jurisdictions prior to making fig fiti Oregon.
The combination of the late filing date in Oregon and the IRP update date set to meet
timelines in other jurisdictions disadvantages the Oregon IRP process in y&0 Miest,

5 The Commission entered Order No. 08-232 in dotke#2 on April 24, 2008.
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many of the input assumptions and variables used in the modeling are out of daterst the ti

of IRP acknowledgment in Oregon. Second, although the IRP update is designed, in part, to
address out of date assumptions and variables, the proposed alignment of the 2008 IRP
Update across all jurisdictions is too early for the Oregon IRP processpropased

alignment of the company’s IRP filings results in a lack of timely atel’ant information in
Oregon.

In resolution, we direct the Company to file a 2008 IRP Update approximately
one year after the date of this Ordrin addition, we direct parties to discuss and attempt to
resolve these timing issues prior to PacifiCorp’s next IRP filing. Then@ssion is
confident that parties can satisfy both the Company’s desire to coordinsiiatét
jurisdictional requirements and our desire to have a more timely revieesgroc
PacifiCorp’s next IRP.

Guideline 4: Plan Components

Guideline 4 identifies fourteen separate elements that an IRP mustariol
meet the Commission’s IRP guidelines.

The Company included low, medium, and high load growth forecasts for
scenario analyses in its System Optimizer model for portfolio developmenhaStioc
variability of loads was also captured in its risk analyses. The compdugeddoads
among its stochastic risk parameters in testing all its Risk Anadgsifolios.

PacifiCorp made six major changes to its sales and load forecasting method.
First, PacifiCorp used load research data to model the impact of weather on metathly
sales and peaks by state by class. Second, the time period used to define ndhealvasa
updated from the previous period of 1971-2000 to a 20-year time period of 1988-2007. This
time period change better captured the trend of increasing temperaturesalséoth
summer and winter. Third, the historical data period used to develop the monthly resail sal
forecasts was updated to cover 1997-2007. Fourth, monthly peaks were forecastdd for ea
state using a peak model with historical data from 1990-2007. This model allows the
Company to better predict monthly and seasonal peaks. Fifth, system linanesses
updated to reflect actual losses for the five years ending December 31, 2007, as @pposed t
the previous IRP which was based on calendar-year 2001 data. Finally, PacifiCor
performed analysis and made adjustments to reflect current economic coruitions
mirroring the load changes experienced in the previous recession (2001-2002).

PacifiCorp relied on a November 2008 load forecast for the development of
the load and resource balance and portfolio evaluations. The Company also performed a
sensitivity analysis on the preferred portfolio using a February 2009 loaddtnebach
better took into consideration the current economic climate. Staff cited comgtrike use
of the November 2008 load forecast in the development of the preferred portfolio. In its

' The Company may choose to file its intended M&th2010 IRP Update in Oregon. However, as stated
above, we do not believe this filing meets thenthtef Guideline 3f and 3g and require the Companfyi¢ a
subsequent update approximately one year aftatatesof this Order.
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Opening Comments, Staff stated that on an actual basis, the rate of growth in Icsenhas
significant declines year over year and does not support PacifiCorp'statkpe of a

rebound recovery from this recession, but instead Staff believes that a moaetpdot
recovery may occur.

PacifiCorp states it was not able to completely refresh its 2008 IRP hsing t
February 2009 forecast because it would have been impossible to meet its\dRP fil
deadlines. PacifiCorp did provide a sensitivity analysis of the load change onféneegre
portfolio, inclusive of break-even points with regard to acquisition of the CCCT and the level
of peak load change that would be required to defer the acquisition of the resourge to late
years. In its Final Comments, Staff agreed that re-doing the IRP portialigses, taking
into consideration large load and market price changes, would have been a major
undertaking. Staff believes the additional analysis provided by PacifiCorp edouibh the
ongoing analyses to be conducted as part of its 2008 RFP, business plan, and IRP update -
sufficiently justifies its preferred portfolio in the 2008 IRP.

Energy NeedsPacifiCorp projects energy consumption to grow system-wide
at an average annual rate of 2.1 percent from 2009 through 2018. This rate is lower than the
10-year average rate of 2.4 percent in the Company’s 2007 IRP. For the second half of the
study period, the Company projects a 1.2 percent system-wide growth rate, ted for
20 year period an overall 1.6 percent growth rate. PacifiCorp projects thetesswill
become short on energy by 2012.

The Company’s February 2009 forecast also shows a 2.1 percent growth rate
for the period of 2009-2018, with the second half of the study period at 1.1 percent and an
overall 20 year period growth rate of 1.6 percent.

Capacity NeedslIn the November 2008 forecast, PacifiCorp forecasts
coincident peak loads to grow by 2.4 percent system-wide from 2009*20"S.
comparison, the 2007 IRP forecasted coincident peak load to grow by 2.6 percent for the
period of 2007-2016. By control area, the Company expects peak loads to grow by
2.7 percent in the east and 1.6 percent in the west. Total peak load growth is foreeas
238 MW annually, with Oregon expected to contribute only 37 MW. The February 2009
forecast shows coincident peak loads to grow by 2.2 percent system-wide from 2009-2018
with load growth of 217 MW annually. PacifiCorp forecasts that it will becomé shor
capacity in 2011.

As compared to previous IRPs, the Company projects both energy and
capacity to grow, but at a lower rate than the historical average. Current economi
conditions have had a significant effect on PacifiCorp’s loads. However, a comnpairifie
November 2008 load forecast to the February 2009 load forecast shows that projected peak
loads for the east side of the system actually increased relative to the éo\2008
forecast. In its Final Comments, Staff remained skeptical that the Cgimovember
2008 or February 2009 forecast fully captured the current economic climate. Then§ompa
has reiterated its statement in the 2008 IRP that it will do a more thoroughisuoéltyhe

" Coincident peak load occurs in summer driven bganditioning.
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implications of a declining load and market price forecast on any resauygisiions, in its
2008 IRP update.

Transmission.The Company modeled existing transmission rights and future
transmission additions associated with the portfolios tested. In addition, the Gompan
included three transmission resource options in System Optimizer; however, none of thes
options was selected.

With regard to Guideline 4l, the selection of a portfolio that represents the best
combination of cost and risk for the utility and its customers, the Company considers bot
stochastic and scenario risks in its decision on the preferred portfolio. Stocis&stipplies
when probability distribution functions can be estimated. Such is the case widmduel
electricity market prices, hydro conditions, loads and thermal avajab8itenario risks
represent abrupt changes in risk factors, such as sudden changes in natura¢gjas pri
regulatory compliance costs and capital costs.

PacifiCorp conducted stochastic analyses to arrive at both its cost and risk
determinations. For the 20-year study period, one hundred stochastic runs are ddoducte
each of four modeled levels of G@dders, ranging from zero to $100 per ton (levelized, in
2008 dollars). PacifiCorp assumes a 2013 implementation date. The Companyssalculat
present value of revenue requirement (PVRR) assuming a direct tax adderaqraral-
trade compliance strategy with trading values that are equivalent tx theéders.

Stochastic Mean PVRR, the average of 100 modeled PVRR outcomes, is the Company’s
primary cost metric.

Risk-adjusted Mean PVRRhe risk-adjusted PVRR is calculated as the
stochastic mean PVRR plus the expected value of th@&Sentile PVRR. This metric
expresses a low-probability portfolio cost outcome as a risk premium appliedexpieted
PVRR based on the 100 Monte Carlo simulations conducted for each production cost run.
Other risk measures displayed in the IRP are the Upper-Tail PVRR,®ee@Sentile and
5 percentile PVRR, and the Production Cost Standard Deviation.

Guideline 4m requires the identification and explanation of any
inconsistencies of the selected portfolio with any state and federal emdigggthat may
affect a utility’s plan and any barriers to implementation.

The Company included sensitivity case 40 to meet the Commission’s
requirement from the 2007 IRP, which stated that it should “develop a plan to meetthe CO
emissions reduction goals in Oregon HB 35%33taff and intervening parties commented
that they did not believe the Company went far enough with the inclusion of only one
sensitivity case, and that it should go further in modeling a cap-and-tesdfemsm with a
declining number of carbon allowances and hard-cap emission standards. dRacifjfeed
to include this additional analysis in future IRPs and summarizes recent chaitgesodel
which will facilitate this.

18 SeeDocket LC 42, Order No. 08-232 at 36.
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Commission Disposition
PacifiCorp’s plan provides the required elements under Guideline 4.

Related to Guideline 4c, we share Staff's skepticism of the Company’s
projected load growth rates, as well as PacifiCorp’s expectation of a reboaudryeitom
this recession. Staff's proposed revision to Action Item 3 - as further exbdifi this
Commission - will provide updated information and better insight into to the Company’s
near-term resource needs.

Related to Guideline 4m, we agree with Staff and intervening parties that
modeling reductions in carbon emissions is important in light of potentially sttiogebon
regulations in the near-term. Additionally, we believe it is necessaryah#iddrp’s
modeling include the impact of early retirement of existing coal plants ay seat
possibility. Therefore, we adopt Staff's agreed-upon Action Plan modificatidio2e a

Guideline 5: Transmission

PacifiCorp requested the Commission acknowledge two important, short-term
transmission actions: 1) obtaining a Certificate of Public Convenience ansisityeder
segments of Gateway Central and Gateway West; and 2) construction of Pagina@ds
that include the Populus-Terminal and the Mona-Oquirrh segments. In its IRP, then§ompa
described the Company’s general transmission expansiort héemasthe individual segments
of the Gateway transmission project. In Opening Comments, Staff pointed otiethat t
Company did not provide a cost/benefit analysis of the proposed transmission lines, or a
comparative analysis to other resource types, showing that the proposals for
acknowledgement were in the best interest of PacifiCorp’s customers.

PacifiCorp noted that the Energy Gateway developmentraamission
strategydeveloped to be flexible and scalable as conditions change over time. The overall
strategy is financially assessed each year, and each segmentwedeael justified on an
individual basis. The Company considered multiple inputs in the decision-makingsproces
including compliance and reliability, net power cost analysis, and a leastradgsis of
alternatives.

In its Final Comments, Staff discussed PacifiCorp’s additional analydig of t
on-going Energy Gateway financial analysis and the supporting work pepeesifically,
Staff noted that for the Path C Upgrades - including Populus-Terminal and ®dpnah -
the Company performed portfolio evaluation with, and without, the 300 MW Path C upgrade
using the IRP stochastic production cost model. Portfolios with the Path C upgrade out
performed portfolios without the upgrade based on stochastic cost, risk, and sugbiltyeli
measures. Therefore, after reviewing the analysis, Staff concluatettiehproposed
transmission segments provided increased reliability, additional traagf@pitty, and also

19 SeelRP Chapters 4 and 10.
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supported integration with larger segments. Staff concurred that there is dhbwmresfit to
Oregon customers that outweighs the proposed capital investment.

With regard to Guideline 5 and the requirement that the Company treat the
transmission facility as a resource option, Staff found that the Compankisngtiideline.
In response to Staff Data Request No. 32, the Company discussed its analysGabéweey
transmission project with, and without, development of Wyoming resources. Using the
preferred portfolio as the base case assumption, the analysis showed thdethedpre
portfolio was more cost effective with the inclusion of the transmission progctgpposed
to incremental development of Wyoming resources. Staff recommended thatiferlRPs
the Company provide its on-going transmission analysis as part of its IRP.

Commission Disposition

We conclude that the integrated resource plan complies with Guideline 5. In
addition, we adopt Staff’'s agreed-upon additional Action Item 4, as set forth above.

Guideline 6: Conservation

Guideline 6 requires utilities to ensure that a conservation potential study is
conducted periodically for service territories. Guideline 6 also requires@apito
determine the amount of conservation resources in its best cost/risk portfolmspeatify
annual savings targets in the Company’s Action Plan.

Under the Commission’s updated planning guidelines, a utility should analyze
potential conservation resources regardless of limits on funding. PacifiCorp’$R®08
included data provided from a system-wide DSM potential study that was cedpielune
of 2007. The Company converted the DSM-potential estimates into conservation supply
curves. This study provided a broad estimate of the size, type, location, and costraf-dema
side resources.

Staff and certain intervening parties questioned whether the IRP undkrstate
the cost-effective potential in PacifiCorp’s Oregon service territerpaged on a
comparison with the Council’s conservation potential study for the Northwest.

In its Response to the Oregon Party Comments filed on November 3, 2009,
PacifiCorp provided a preliminary assessment of the 2008 IRP estimaten@ared to the
Council’'s conservation potential estimates for the Northwest. The prelynaasessment
described the high-level differences between these two sets of estinkatcifiCorp
commented that the primary differences relate to study timing diffesedcstribution
energy efficiency, the cost-effectiveness methodology, and the cestrethess threshold
used. Inits Response to Final Comments, PacifiCorp committed to continue itsienaltiat
the Council’'s methodology in more detail and to incorporate any necessary meth@dologic
changes in an updated DSM potential study to be completed in 2010, as required by
Guideline 6a.
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Staff specifically faulted PacifiCorp’s 2008 IRP for not identifyingisgs
from distribution efficiency measures (conservation voltage reductionungsas These
conservation measures were highlighted in both the May 2006 and February 2009
conservation potential studies. Further, they have been identified as a majofembisteef
resource in the Council's"6Annual Plan. Therefore, Staff recommended the Company
incorporate its assessment of distribution efficiency potential resourtee next planning
cycle.

Commission Disposition

We share Staff and intervenor concerns with regard to PacifiCorp’s modeling
of cost-effective conservation resources in the Northwest. We support thd-agen
additional Action Item 9 above and support PacifiCorp’s ongoing analysis of the Ceuncil’
potential study and conservation acquisition targets that can be directly applied i
PacifiCorp’s service areas. We support timely assessment of distribygtemsefficiency
measures and the development of implementation plans to achieve those efcienci

Guideline 7: Demand Response

PacifiCorp categorized demand response into two types: Class 1 DSM, which
includes dispatchable load control, scheduled irrigation and thermal energy ;sémichge
Class 3 DSM, which includes curtailable rates, critical peak pricing andraebuyback.

In the 2004 IRP, the Company took its first step toward comparable treatment
of demand response and supply-side resources by allowing the CEM to choose Clisss 1 DS
and displace supply-side resources in the preferred portfolio. In its 2007 IRP, tparom
was required to model Class 1 and Class 3 DSM supply curves, as portfolio options that
compete with supply-side options, and to analyze the cost and risk reductiorsbanefit
acquiring DSM. The Company complied with this requirement. However, ClaS8/3i2s
not selected by the model in any of the portfolios. The model did select a small amount of
Class 1 DSM capacity (2 to 7 MW) and a sizable amount of Class 2 DSM (1,537 MW to
2,183 MW).

With regard to Class 3 DSM, the Company explained that it requires more
information on the extent to which these products could be sufficiently reliable to be
classified as firm capacity resources. The Company will conduct swedrehdor its next
IRP (Action Item 7).

Staff took the position that the Company met Guideline 7; i.e., evaluating
demand response resources on par with supply-side and demand-side resources. However,
Staff commented that the Company needs to go further in evaluating the costoamd af
resources from curtailable rates, demand buybacks, and critical peal pricgrams.

In reply, PacifiCorp stated that it made the commitment in Action Iltem 7 to
continue to evaluate Class 3 DSM programs as potential firm resources forrfang te
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planning, and will also update its Class 3 DSM resource characterizatiort agpaew
DSM resource potential study to be conducted in 2010.

Commission Disposition

We share Staff's concerns about PacifiCorp’s evaluation of the cost and
amount of resources from curtailable rates, demand buybacks, and critical peek pri
programs. We support PacifiCorp’s commitment to evaluate its Class 3 DSM essandc
to produce a new DSM resource potential study, as identified in the 2008 IRP Actioh Ite
as reasonable action steps.

Guideline 8: Environmental Costs

Guideline 8, as modified by Order No. 08-339, contains four requirements.
Under this guideline, the Company must model base case and other compliangesscena
test alternative portfolios against the compliance scenarios, condudti@er point
analyses, and develop an Oregon compliance portfolio. The first requirementttieects
Company to model what it considers to be the most likely regulatory compliance fiort
greenhouse gas emissions, as well as other possible credible scenarios.séaoritie
requirement, the utility must estimate, under each of the compliance scetiiBYRR
cost and risk measures, for both its preferred portfolio and a reasonable sehafiatte
portfolios. The third requirement directs the utility to identify the carbon déogmission
cost adder level that triggers the selection of a portfolio that is substadifedhgnt from the
preferred portfolio. The final requirement requires PacifiCorp to develop a pottol
achieve voluntary carbon emission reduction targets set forth in Oregon law.

In its consideration of Guideline 8, PacifiCorp commented that no single CO
reduction compliance approach has emerged as a consistent front-runner for adoption;
therefore, the Company considered a wide range of carbon cost outcomes. The Company
modeled CQtax for all core cases with an implementation date of 2013.

The Company’s trigger analysis looked at the production cost impact of up to
$70/ton CQtax. Changes in the preferred portfolio based on this analysis resulted ér great
acquisition of DSM programs and high-efficiency distributed generation to heimize the
carbon footprint. The greatest changes however, opined PacifiCorp, would be the ddditiona
acquisition of 2,500 MW of wind and at least 70 MW of geothermal capacity or other base-
load renewable resources with the timing and annual amounts tied to the start of the CO
regulations and a trajectory of the cost.

RNP, CUB, and NWEC all expressed concerns with PacifiCorp’s modeling of
greenhouse gas emissions and suggested improvements. RNP and CUB suggested that
PacifiCorp focuses too much on carbon “intensity” rather than actual carbonogrsisBINP
and CUB commented that since future carbon regulations will likely require ictkict
emissions rather than reductions in intensity levels, it would be helpful to sed aldwing
how the preferred portfolio will perform with regard to total emissions on atgegrar
basis. RNP, CUB, and NWEC asserted that the Company must include the impact of coal
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plant closures in its analysis to determine the least-cost approach to rbeatrealuction
targets. Staff agreed with these parties and recommended that the Cohquadyusther
evaluate emission reductions, showing total emissions for each portfolio, & wredk
PacifiCorp should incorporate the effect of the closure of coal facilitiés ekt IRP plan.

PacifiCorp agreed with RNP and CUB that a graph showing carbon emissions
for the preferred portfolio, and possibly for other portfolios, would be helpful for therreade
of the IRP. In addition, the Company agreed to include the effect of the closoi@ of ¢
facilities and will undertake additional analysis of hard-cap emission redyaxdrtfolios for
its next IRP.

RNP, CUB, and NWEC claimed that carbon dioxide emission levels should
be included as specific, and indeed, important risk factors. The parties stathd thasting
methodology penalizes a portfolio for its emission reductions and does not adequately
address least-cost approaches to meet carbon emission targets. NWECtaigti¢hat
PacifiCorp’s scoring system placed inappropriate emphasis on insighifiest differences
among portfolios, and instead, should place greater emphasis on the actual carbion emis
differences between the portfolios.

The Company agreed with the parties that EQissions as a measure for
portfolio performance scoring has merit and stated that enhanced modelingowilita
better incorporate and analyze hard-cap emission standards. Consequently, theyCompa
agreed to incorporate this in its next IRP planning cycle.

Commission Disposition

We conclude that PacifiCorp’s IRP meets the current requirements under
Guideline 8. We support Staff's agreed-upon additions to Action Items 6 and 7, asldetaile
above, to PacifiCorp’s Action Plan. As stated under Guideline 4m, we also adogg Staff’
modification to Action Item 9, as agreed to by PacifiCorp, to require the Conpangvide
a more detailed analysis of hard-cap emission standards and to incorporéectiod the
closure of coal facilities in its next IRP plan.

Guideline 9 and 10: Direct Access Loads and Multi-state Utilities

Guideline 9 requires an electric utility’s load-resource balance taaexcl
customer loads that are effectively committed to service by an ditersarvice provider.
Guideline 10 requires multi-state utilities, like PacifiCorp, to plan their géioarand
transmission systems on an integrated system basis that achieves a bisst podtolio for
their retail customers.

The Company does not offer a permanent opt-out program. Therefore, it
plans for all Oregon loads, including those customers who have selected dirsstacce
standard offer services. PacifiCorp plans on a system wide basis.

Staff found the IRP complies with these Guidelines.
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Commission Disposition

We conclude that PacifiCorp’s 2008 IRP complies with Guidelines 9 and 10.

Guideline 11: Reliability
Under Guideline 11, electric utilities should:

a. Analyze reliability within the risk modeling of the actual portfolios being
considered;

b. Determine loss of load probability (LOLP), expected planning reserve
margin, and expected and worst-case unserved energy by year; and

c. Demonstrate that the selected portfolio achieves the utility'slstate
reliability, risk and cost objectives.

PacifiCorp analyzed reliability, as part of the portfolio risk modeling, by
evaluating a subset of the portfolios at both a 12 percent and a 15 percent planning reserve
margin, and then evaluating loss of load probability and average and worstheagg not
served (ENS). Ultimately, the Company selected a portfolio with a 12 peraening
reserve margin, concluding that it is not cost-effective to invest in incrahgenterating
capacity for reserves because the cost premium for such investment is alassathed
ENS cost.

Staff found that the selected portfolio achieves the Company’s reliab#iky, ri
and cost objectives.

NWEC commented that it does not support the use of the LOLP and ENS
metrics to score the portfolios themselves. Rather, NWEC asserts tmairéasied
reliability, there should be a separate determination of how much to invest in adiditiona
reserves.

Commission Disposition

We conclude PacifiCorp’s 2008 IRP meets Guideline 11. With regard to
NWEC'’s suggestion that appropriate reserves be separately determirdickatvéhe parties
to discuss this issue in the next planning cycle.

Guideline 12: Distributed Generation

PacifiCorp evaluated combined heat and power (CHP, or cogeneration) and
dispatchable customer standby (diesel) generation resources. The Comyatioydtem 8
includes 50 MW of CHP and 50 MW of cost-effective customer standby generation.
Additionally, the Company stated that if the economic recession and marketarendi
continue to support elimination of simple-cycle gas units or other peaking res@asrces,
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indicated by the IRP portfolio modeling for the 2010 business plan, the Company wilbseek t
acquire an additional 40 MW of customer standby generation.

Commission Disposition
We conclude PacifiCorp’s 2008 IRP complies with Guideline 12. We
continue to encourage the Company to pursue all types of distributed generatioresesour
and account for all potential benefits.
Guideline 13: Resource Acquisition
Guideline 13 establishes requirements for acquiring resources in thesutility’
action plan. The company provided its acquisition strategy for its action plan aedl a bri
assessment of the advantages and disadvantages of owning vs. purchasing re&ptirees
time of filing, the Company had suspended its 2008 RFP; under the now resumed 2008 all-
source RFP, the Company has included a CCCT at the Lake Side site asatsesicgmark
resource.
Commission Disposition

We conclude that PacifiCorp’s 2008 IRP meets Guideline 13.

JURISDICTION
PacifiCorp is a public utility in Oregon that provides electric servichdo t
public as defined by ORS 757.005.
CONCLUSION
PacifiCorp is a public utility subject to the jurisdiction of the Commission.
PacifiCorp’s 2008 IRP, as modified in this order, reasonably adheres to the
principles of resource planning set forth in Order No. 07-002 and should be acknowledged
with the following exception, and nine agreed-upon modifications:

Exception:

PacifiCorp’s wind integration analysis in its 2008 IRP.
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Modificationsagreed to by PacifiCorp pursuant to Staff's recommendations:
Revised Action Items

1. Action Item 3 (Peaking/Intermediate/Base-load Supply-side Resdurce
In recognition of the unsettled U.S. economy, expected volatility in natural
gas markets, and regulatory uncertainty, continue to seek cost-effective
resource deferral and acquisition opportunities in line with near-term
updates to load/price forecasts, market conditions, transmission plans and
regulatory developments. PacifiCorp will reexamine the timing and type
of gas resources and other resource changes as part of a comprehensive
assumptions update and portfolio analysis to be conducted for the 2008
RFP final short-list evaluation in the RFP, approved in Docket UM 1360,
the next business plan and the 2008 IRP update.

2. Action Item 9 (Planning Process Improvements) - For the next IRP
planning cycle complete the implementation of System Optimizer capacity
expansion model enhancements for improved representation,&ncO
RPS regulatory requirements at the jurisdictional level. Use the enhanced
model to provide more detailed analysis of potential hard-cap regulation of
carbon dioxide emissions and achievement of state or federal emissions
reduction goals. Also use the capacity expansion model to evaluate the
cost-effectiveness of coal facility retirement as a potentsglaese to
future regulation of carbon dioxide emissions.

3. Action Item 9 (Planning Process Improvements) - In the next IRP
planning cycle provide an evaluation of, and continue to investigate, the
formulation of satisfactory proxy intermediate-term market purchase
resources for purposes of portfolio modeling and contingent on acquiring
suitable market data.

Additional Action Iltems

4. For future IRP planning cycles, include on-going financial analysis with
regard to transmission, which includes: a comparison with alternative
supply side resources, deferred timing decision criteria, the unique capital
cost risk associated with transmission projects, the scenario analyksis use
to determine the implications of this risk on customers, and all summaries
of stochastic annual production cost with and without the proposed
transmission segments and base case segments.

5. By August 2, 2010, complete a wind integration study that has been vetted
by stakeholders through a public participation process.

6. During the next planning cycle, work with parties to investigate carbon
dioxide emission levels as a measure for portfolio performance scoring.
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7. Inthe next IRP, provide information on total ££nissions on a year-to
year basis for all portfolios, and specifically, how they compare with the
preferred portfolio.

8. For the next IRP planning cycle, PacifiCorp will work with parties to
investigate a capacity expansion modeling approach that reduces the
influence of out-year resource selection on resource decisions covered by
the IRP Action Plan, and for which the Company can sufficiently show
that portfolio performance is not unduly influenced by decisions that are
not relevant to the IRP Action Plan.

9. Inthe next IRP planning cycle, PacifiCorp will incorporate its asssagsm
of distribution efficiency potential resources for planning purposes.

In addition, the Company will file its 2008 IRP Update approximately one
year after the date of this Order, in compliance with Guideline 3.

Effect of the Plan on Future Rate-making Actions

Order No. 89-507 set forth the Commission’s role in reviewing and
acknowledging a utility’s least-cost plan as follows:

The establishment of least-cost planning in Oregon is not intended
to alter the basic roles of the Commission and the utility in the
regulatory process. The Commission does not intend to usurp the
role of utility decision- maker. Utility management will retain full
responsibility for making decisions and for accepting the
consequences of the decisions. Thus, the utilities will retain their
autonomy while having the benefit of the information and opinion
contributed by the public and the Commission***,

Acknowledgment of a plan means only that the plan seems
reasonable to the Commission at the time the acknowledgment is
given. As is noted elsewhere in this order, favorable rate-making
treatment is not guaranteed by acknowledgment of a $ka.

Order No. 89-507 at 6 and 11.

The Commission affirmed these principles in Docket UM 1356.

This order does not constitute a determination on the ratemaking treatment of
any resource acquisitions or other expenditures undertaken pursuant to Paisif2008
IRP. As a legal matter, the Commission must reserve judgment on all fategnssues.
Notwithstanding these legal requirements, we consider the integratecceeptanning
process to complement the rate-making process. In ratemaking proceedihgshithe

20 5eeOrder No. 07-002 at 24.
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reasonableness of resource acquisitions is reviewed, the Commission gives considerable
weight to utility actions that are consistent with acknowledged integrated resource plans.
Utilities are also expected to explain actions taken that may be inconsistent with
Commission-acknowledged plans.

ORDER
IT IS ORDERED that the 2008 Integrated Resource Plan filed by PacifiCorp

on May 29, 2009, is acknowledged in accordance with the terms of this order and Order
No. 07-002, as it was corrected by Order No. 07-047.

FEB 24 2010

Made, entered, and éffective .

Johii Savag
missioner

Baum
CommxssmneI
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