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COMMENTS OF INTERWEST ENERGY ALLIANCE 

1. INTRODUCTION 

Intenvest Energy Alliance ("Interwest") submits the following comments related to the 

2008 Rocky Mountain Power Integrated Resource Plan (the "Plan") filed with the Wyoming 

Pubiic Service Commission. 

Interwest is a trade association of wind and utility-scale solar energy prodiicers and 

venders operating in Colorado, Wyoming, Utah, Arizona, New Mexico and Nevada. Intenvest 

represents some of the nation's leading companies in the wind and utility-scale solar energy 

industries and leading regional clean energy advocate groups. Intenvest's members will be 

affected by the Plan. Most are independent power producers with information about available 

energy resource and who will bid in to the Requests for Proposals used to acquire renewable 

resources. Intenvest members support greater generation diversity, correct incentives, and fair 

competition to provide the many benefits of developing the most cost-effective, stable rate 

renewabk eixrgy projects to help sene the Compmy's had. Intenvest has previous!y 

participated, inter alia, in regulatory proceedings throughout the West related to resource 

planning rules, ru!es related to renewable energy standards, rulemaking and enforcement in 

support of wind and solar energy generation and transmission development for renewable 

energy. 



11. WYOMING'S INTEGRATED RESOURCE PLANNING RULE 

Rule 253 "Integrated Resource Planning" states: 

Any utility serving in Wyoming required to file an integrated resource plan (IRP) in 
any jurisdiction, shall file that IRP with the Wyoming Public Service Commission. 
The Commission may require any utility serving in Wyoming to prepare and file an 
IRP when the Commission determinates it is in the public interest. Commission 
advisory staff shall review the IRP as directed by the Commission and report its 
findings to the Commission in open meeting. The review may be conducted in 
accordance with guidelines set from time to time as conditions warrant. 

The guidelines for staff review published at the time of the rulemaking inform - the consideration 

of the Commission. They include the following: 

The Commission's review of the IRP may include, but is not limited to: 

A. The public comment process employed as part of the formulation of the 
utility's IRLP, including a description, timing and weight given to the public 
process; 

B. The l?ti!ityls strategic goals and resource planning goals and preferred 
resolurce portfolio; 

C. The utility's illustration of resource need over the near-term and the Iong- 
term planning horizons; 

D. A study detailing the types of resources considered 

E. Changes in expected resource acquisitions and ioad growth from inar 
presented in the utility's previous IRP; 

- 
F. I h e  environrnentai impacts considered; 

G. Market purchases evaluation; 

H. Reserve Margin analysis; and 

I. Demand-side management and conservation options. 



111. COMMENTS 

Rocky Mountain Power has produced a generally thorough Integrated Resource Plan. 

The Plan includes a detailed analysis of the relevant information and is relatively easy to 

understand. However, Interwest members would like to encourage Rocky Mountain Power to 

incorporate more renewable resources, especially wind resources. The Plan fails to commit to 

the optimal amount of renewable resources as indicated by the modeling results. The least cost- 

least risk portfolio (Case 8) includes 2400 MW of wind. Instead of adopting this recommended 

portfolio, however, Rocliy Mountain Power chose the second best portfolio, which includes less 

than 60% of recommended amount. Incorporating 2400 MW of wind (Case 8) is the most cost- 

effective and efficient portfolio. 

1. Modeling Standards Are Optimized by Increased Integration of Wind 
Resources. 

Twenty-one 6ve:se resource portfo!ios were selected to reflect stochastic costs, 

stochastic supply reliability risk, and capital cost perfomance. Table 8.i, "Portfolio 

Capacity Additions by Resource Type, 2009-2018, a copy of which is attached hereto as 

Exhibit A; Table 8.2, "Portfolio Capacity Additions by Resource Type, 2009-2028", a copy of 

which is attached hereto as Exhibit B; and Table 9.1, "Preferred Portfolio Summary Level, 

attached hereto as Exhibit C, for comenieat reference. The top portfolios included significantly 

wind resources: 

Regarding fuel source diversity, the Case 8 portfolio has a greater proportion of 
renewable generation - and generation reduction in the case of Class 2 DSM - than 
for Case 5, particularly in the near term. On the other hand, Case 5 has a greater 
share of gas generation, and for the first 10 years, more reliance on generation from 
market purchases. By 2028, the generation mix for the two portfolios look similar. 
The significant difference is that Case 5 includes a clean coal resource in 2025, 
which Case 8 depends on much earlier wind investment to meet COz and RPS 
compliance requirements. 



( 
IRP p. 232. The modeling results reflected varied COz taxes ranging from $20/ton to $70/ton,' in 

part because no single C02 reduction compliance approach has emerged as a consistent front- 

runner for adoption. IRP p. 143. The $45/ton tax represents a reasonable intermediate value and 

starting point at which significant changes in resource mix over the long term can be expected to 

occur. IRP p. 143. Case 8, Case 5 and Case 9 rank highest based on the average of the C02 tax 

results. IRP pp.194-195; Table 8.6. Case 8, Case 5 and Case 9 rank the highest in line with the 

stochastic mean PVRR values. IRF' p. 197; See Table 8.3. 

Case 8 ranked lowest in cost exposure for carbon dioxide tax outcomes. See Table 8.1 1. 

In other words, maximum projected loss is lowest because there is zero cost exposure if carbon is 

taxed at $56/ton with no probability weights applied. 

2. Present Value Revenue Requirements Also Validate Higher Levels of Stable- 
Priced Renewable Energy Resources. 

i A m e a r ~ e  ~f the risk-a6justed PW3. (Present Vzhe Revenue Requiremests) by 
t. 

portfolio indicates Care 8 prevails.2 See Table 8.0 (insert); IRF' p. 197. The PVRR measure 

captures the total resource cost for each portfolio, including exterpality costs in the form of CO2 

cost adders. Total resource cost includes all the costs to the utility and to customers for the 

variable portion of total system operations and the capital requirements for new supply and Class 

1 demand side resources as evaluated in the IRP. See IRP p. 170. 

Portfolio mixes represented in Case 2, Case 5, Case 8 and Case 9 performed best overall 

,under the PVRR standard. The preference scores vary across C02 tax levek3 IRP p. 229. Case 

2 performed best with tax ievels below $40, while Case 8 portfolio scores best at levels $50 aid 

above. Both Case 5 and Case 8 are "equally strong contenders" to be the 2008 IRP preferred 

portfolio. The main difference between the two portfolios is that Case 8 includes 1,150 and more 

wind in the first ten years (600 MW more overall) and lacks a gas peaking resource in 2016. 

I IRP, p.194. 
2 

. . 
The stochastic mean PVRR for each portfolio is the average of the portfolio's net variable operating costs for 100 

[ :- iterations of the PaR model in stochastic node, combined with the real levelized capital costs for new resources 
*. ,. determined by the System Optimizer mode!. The PVRR is reported in 2009 dollars as of January 1, 2009. IRP p. 

170. 
3 Rocky Mountain Power dropped Cases 2 and 9; See p.230 
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Case 5 also includes more east-side front office (market purchase) transactions in the first 10 

years than Case 8. 

The assumed COz cost is the key determinant for overall portfolio performance: Case 8 out- 

performed Case 5 with C02 taxes at $45 and above, but the reverse is true with CO2 taxes below 

$56. Both Case 5 and Case 8 rely heavier on market purchases than other portfolios although 

Case 8 ranks better than Case 5. IRP, p.231. Case 8 and Case 5 portfolios were nearly equal 

with respect to both PVRR average and standard deviation. IRP, p.232. 

Rocky Mountain Power opines that firm market purchases benefit the preferred portfolio 

by increasing planning flexibility and resource diversity at a time of considerable regulatory 

uncertainty. IRP, p 23 1. Fixed-rate wind PPAs can fulfill this need. 

The greatest variable cost is natural gas fuel prices. Case 5 has a greater share of gas 

generation (and significantly less wind generation) than Case 8, and in the first 10 years, more 
i 

reliance on generation from market purchases. IRP, p.232. This subjects ratepayers to the 

whirlwind of natlural gas prices. Natural gas prices will undoubtedly increase from current 

levels, ~d hwe been q i t e  volatile in recent years. This reliance is therefore questionable as 

compared to investment in wind which includes minimal fuel costs and stable prices over the 

long term. 

The portfolio for Case 8 has both the lowest PVRR and the smallest PVRR variability 

across the risk scenarios. IRP, p. 233. Case 8 outranks Case 5 on the basis of having the lowest 

rank sum (i6). IRF, p. 233. Case 5 falls to 3Td place in this ranking. Id  Case 5 performs best in 

low natural gas price assumptions and low C02 tax scenarios, but worst in high natural gas price 

asstiptions and high COt tax asslmpti:tions. I,W, p.234. Case 8 perfonr?d best u d e r  the 

mediumhigh gas price and medium1 high C02 tax scenarios, but perfomed worst in low gasfloiv 

C02 scenarios. Pubiic policy considerations indicate a preference for a Case which assumes high 

natural gas prices will protect consumers. The Commission should assume that any natural gas 

L price recast will likely be wrong, because most historic natural gas price projections have turned 

out to be incorrect, either too high or too low. Natural gas is an international commodity that is 



, 
subject to a large number of variables that affect price, including oil prices, speculation, cyclical 

market conditions, hurricanes, and national policies. If the natural gas price projection is too 

low, and utilities acquire natural gas-fired facilities and pass gas costs on to consumers through 

rates, then consumers pay the price of the higher than anticipated gas cost. However, if natural 

gas price projections are too high, consumers may pay more than ideal amounts for more 

efficient gas burning equipment, insulation, and renewable energy (particularly wind, which 

tends to offset gas costs first), but these investments will have the effect of erecting a hedge 

against the next gas price spike. Therefore, if projections are going to be wrong, public policy 

considerations indicate that regulators should lean toward being wrong and too high, rather than 

wrong and too low, to protect consumers. 

The scenario risk assessment yielded findings similar to the stochastic mean cost analysis 

regarding the top-performing portfolio, Case 8. IRP, p.234.4 Case 8 is the highest-performing 

portfolio and includes more renewable energy, including nearly twice as much wind as the next- 

highest performing portfolio. Therefore, Rocky Mountain Power should have preferred Case 8 

over Case 5, in part due to external resource portfolio standards which are increasing renewable 

requirements in several jurisdictions served by PacifiCorp in the near future. 

Intenvest urges Rocky Mountain Power to find ways to incorporate the greater 

proportions of wind resources into its systems, by its own development =d bj working closely 

9i't independent power producers to acquire a variety of renewable resources in a cost-effective 

manner. 

Since carbon control legislation is a recent development in these markets, it is difficult to 

get a long-term perspective on their impact. However, we have significant measurable patterns 

indicating that naedra! gas prices will v e v  likely rise =d fa!! runpredictably over time, and in the 

r j~ . 4 
i. Rocky Mountain Power did not find the scenario risk assessment to add value to the discussion, so they indicate 

"the stochastic risk analysis is sufficient for exploring portfolio cost outcome given arange of input assumptions 
reflecting uncertainty and risk. IRF p. 235. 
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recent past has included intolerable spikes that have challenged consumers' ability to pay.5 Case 

5 prolongs that risk for both large and small consumers. 

Case 8 provides the foregoing benefits and savings to consumers in a cost-effective 

manner. Case 8 ranks lowest of all of the modeled portfolios in carbon tax exposure for lowest 

risk-adjusted PVRR, Iowest in overall C02 emissions, and the lowest "rank sum". 

Intenvest urges greater acquisition of wind resources in the early years of this resource 

plan. Rocky Mountain Power will lose the opportunity to invest in wind in the future once 

resources have been "sunk" into other types of generation facilities rather than in renewable wind 

energy (or fixed rate or indexed-rate PPAs for wind energy). This may mean consumers will pay 

higher costs than they would have in the event that carbon control measures are imposed. The 

"best" (lughest capacity) wind projects, nearest to transmission, including a mix of independent 

power producer and utility-owned resources should be developed immediately. 

3. Rocky Mountain Power's wind integration costs used for modeling purposes 
appear to be unusuaiiy high. 

The IRP Appendix F "Wind Integration Cost Update", reflects some analysis in Table F.7 

indicating the Total Expected $/Expected MWh ranges from $9.96/MWh to $11.85NWh. In 

itself, this is a 16% variance. These costs should be analyzed carefully and substantiated by 

publicly-available, peer-reviewed studies conducted in transparent processes to obtain the benefit 

of state-of-the-art research. See list of Wind Integration Cost studies and reports, attached hereto 

as Exhibit D. This list is shown to provide examples - of the types of wind integration studies 

which have been completed by other utilities. The bases for these costs reported by Rocky 

Mountain Power requires further inquiry. interwest recommends that when the opportunity 

arises, the Commission require that Rocky Mountain Power pursue "least cost" integration 

strategies so that new renewable projects can be added to the system over time without being 

taxed by outdated operational, scheduling, and forecasting methods. 

( 
i 

5 For history of natural gas prices to commercial consumers, see, e.g. Energy Information Administration, Monthly 
US.  Price oJNatural Gas Sold to Commercial Comumers,:hnp:iltonto.eia.doe.gov/dnaving/hisiin3020us3m.h~ 



Intenvest appreciates the opportunity to provide 

Respectfully submitted this 7th day of 

em Myers Stuart LLC 
14 North Sierra Madre, Suite A 
Colorado Springs, CO 80903 
Telephone: 719-471-7955 
Telefax: 719-630-1794 
E-mail: lisahickey@coloradolaw~ers.net 
(WY License #5-2436) 

Craig Cox, Executive Director 
P. 0 .  Box 272 
Conifer, CO 90433 
cox@,interwest.org 

On Behalf of Interwest Energy Alliance 



CERTIFICATE OF SERVICE 

I hereby certify that on this 7th day of August, 2009, the original and eight copies of the 
foregoing Comments to 2008 Integrated Resource Plan were delivered by Federal Express to the 
Wyoming Public Service Commission, 2515 Warren Avenue, Suite 300, Cheyenne, WY 82002, 
and copies were placed in the US.  Mail, postage pre-paid, addressed as follows: 

Blair Bales 
Assistant Secretary 
Wyoming Public Service Commission 
25 15 Warren Avenue 
Suite 3000 
Cheyenne, WY 82002 
bbales @state.wy.us 

Yvonne R. Hogle 
Rocky Mountain Power 
201 South Main 
Suite 2300 
Salt Lake City, UT 841 1 1 
yvonne.hoele@Rocky - Mountain Power.com 

, David M. Mosier 
Wyoming Regulatory Affairs Manager 
Kocky ij.Mw~intain Po-wer 
320 West 2sth Street, Suite 301 
Cheyenne, WY 82001 

Data Request Response Center 
PacifiCorp 
825 NE Multnomah, Suite 2000 
Portland, OR 97232 

Wyoming Office of Consumer Adv~cate 
Bryce Freeman, Administrator 
25 15 Warren Avenue 
Suite 202 
Cheyenne, WY 82002 



PacrfiCorp - 2008 IRP Chapter 8 - Modelrng and Porrfolro Selectron Results 

Table 8.1 - Portfolio Capacity Additions by Resource Type, 2009 - 2018 

I "All ponfolim include 1,520 MW of firm planned resources, conaistmg of L&e Slde 2 a 2012 east PPA 2009-2010 wind resources 
i under development or comact, cod plant rurblnc ~ ~ g n d w ,  and Swi8 1 hydro upgiades 



Pac$Corp - 2008 IRP Chapter 8 - Modelmg and Ponfolro Selenron Resuits 

Table 8.2 -Portfolio Capacity Additions by Resource Type, 2009 - 2028 

' ' ~ 1 1  porffolmn mcludc 1.520 MW offirm planned resources, consisting ofLake Sldc2, a 2012 east PPA, 2009-2010 wind ienource. under dsvelopmsnt 
or cantran coal plant tuibme upgrader, and Swift I hydro vpgradcr 



PaflCorp - 2008 IRP Chapter 9 -Anion Plan and Resource hsk Management 

The use of physical and financial hedging for electricity price risk 
Managing gas supply risk 
The treatment of customer and investor risks for resource planning 

Table 9.1 is a summary of the annual MW capacity and timing for the resources contained in the 
2008 IRP preferred portfolio. A more comprehensive summary of portfolio resources can be 
found in Chapter 8. 

Table 9.1 -Preferred Portfolio, Summary Level 

' ~ h .  SwiR I hydro updates are shown in the ycars that they enter info comrnsmisl service. 
,Up to 120 MW of  nddtional East-disotive Clsrr I DSM pmgram~(100 MW ea% 30 MW west) to beidentifled thmugh eornpatitivoR~qursts far Prworak 

and phsscd in as appmptide fmm 20W2018 Fim mark4 purchases (3rd quarter products) would b c d u c d  by mughiyoamparable amounts. 

The 2008 IRP action plan, detailed in Table 9.2, provides the Company with a road map for 
moving forward with new resource acquisitions, including major transmission projects needed to 
support the preferred portfolio and other Company objectives. (More detail on transmission ex- 
pansion action items is provided in Chapter 10.) ' 



EXHIBIT D 
Wind  Integration Cost Studies 

As a result of discussions between various stakeholders, Bonneville Power Administration 
recently announced a reduction in its wind integration tariff from over $12/MW to $5.40MW, as 
reported by Renewable Northwest Project, July 22,2009; 
http://www.mp.org/News/pr - RNP-BPARateCase-09Jul22.htm. 

Final Report, Avista Corporation Wind Integration Study, Prepared by EnerNex Corporation, 
March 2007, h~://www.uwig.or~!/AvistaWindIntegrationS~dy.pdf 

Operational Impacts of Integrating Wind Generation in to Idaho Power's Existing Resource 
Portfolio, Idaho Power, February 2007; 
http://www.idaho~ower.comlAboutUsiP1annin~ForF~tureNJindSt~d~/defau1t.~fm 

National Renewable Energy Laboratory, Wind Integration Cost and Ancillary Service Impacts; 
Michael Milligan (Consultant), WEATS, August 10,2006; 
http://appsI .eere.ener~y.gov/tribalenergv/pdfs/course wind milliganl .pdf 

"Status of Wind Integration Studies"; National Renewable Energy Laboratory; D.Lew, NREL, 
i Presented at WIEB Board Meeting, Noveznber 5,2007; 

-ation/udfs/lew regional studiesvdf 

Wind Integration Study for Public Service Company of Colorado; Addendum, 
Detailed Analysis of 20% Wind Integration, Prepared for Excel Energy by EnerNex Corporation, 
December 1,2008; 
http:/ /www.xcelenerpv.comlSiteCollectionDocuments/docs/CWWind.pdf 

American Wind Enerm A~ssociation .,* 

http://www.awea.orplutilitv/wind interration.htm1 
A portion of the AVEA report is repeated here: 

- 
1 o address wind energy's variability, some incremend generauon may be required for sysiern 
balancing, While this is not a reliability issue, it can add a modest amount to the overall cost of 
electricity service. The costs of this generation include the costs of keeping the generators 
available and ready to operate, and the fuel costs of operating them. The exact costs depend on 
the mix of generation on a given system and various other factors. In a document prepared by 
the Utility Wind Integiation Group in coordination with the trsde associations of a:i three utility 
sectors (investor-owned, public, and cooperative), the studies and experiences with utility wind 
integration are summarized as follows: 

1. "Wind resources have impacts that can be managed through proper plant 
interconnection, integration, transmission planning and system and market 
operations. 
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I 2. System operating cost increases arising from wind variability and uncertainty 
amounted to only about 10% or  less of the wholesale value of the wind energy. 

3. A variety of means - such as commercially available wind forecasting - can be 
employed to reduce these costs. 

4. In many cases, customer payments for electricity can be decreased when wind is 
added to the system, because the operating-cost increases are offset by savings from 
displacing fossil fuel generation." 

One of the primary conclusion fiom this survey of studies from different parts of the country is 
as follows: 

"[This study] lays to rest one of the major concerns often expressed about wind power: that a 
wind plant would need to be backed up with an equal amount of dispatchable generation." 

For more information, refer to the Utility Wind Integration Group (UWIG) website at 
http:/h.uwip.or~/opimpactsdocs.html 


