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WUTC STAFF DATA REQUEST NO. 236:

REQUESTED BY: Ryan J. Clarke
RE: Selection process of the Centralia Energy Transition Project

Please refer to the Direct Testimony of Craig J. Pospisil, CJIP-1HCT at page 97, lines
12-13. The company states “The historical working relationship between PSE and
TransAlta required a more collaborative and engaged approach than what the RFP
process provides.”

a. Please explain specifically what about the relationship between PSE and
TransAlta justifies circumventing the RFP process.

b. Please provide documentation and supporting analysis showing how the
Centralia Energy Transition Project compares to resources that have submitted
bids under PSE’s recent competitive RFPs.

Please provide supporting documentation and analysis demonstrating that the Centralia
Energy Transition Project would likely have been the selected resource under a
competitive RFP process.

Response:

a. As described in the Prefiled Direct Testimony of Craig J. Pospisil, Exh. CJP-
1HCT at page 96, lines 2 through 5, Puget Sound Energy (“PSE”) and TransAlta
have maintained a contractual relationship at the Centralia facility since 2012
under a Coal Transition Power Purchase Agreement, under which PSE
purchased up to 380 MWh/hr, stepping down to 300 MWh/hr in 2025.

Several characteristics of the Centralia Energy Transition Project and PSE'’s
existing relationship with TransAlta made a bilateral procurement process
appropriate, rather than a competitive request for proposals (“RFP”):

First, the Centralia Energy Transition project is not a new, greenfield resource
that could be specified in an RFP and competitively bid. It involves the
conversion of an existing, operating coal-fired facility owned and operated by
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TransAlta. As the sole owner of the Centralia Generation Station, TransAlta is the
only entity capable of proposing and executing the conversion and providing
access to the facility’s output. The project requires significant capital investment
by TransAlta (approximately US $600 million) to modify existing infrastructure,
including boiler conversion, natural gas systems, controls upgrades, and
associated life-extension work. See Twenty-Fourth Exhibit to the Prefiled Direct
Testimony of Craig J. Pospisil, Exh. CJP-25HC; Attachment A to PSE’s
Response to Joint Environmental Advocates Data Request No. 034. No
alternative developer could offer this specific resource.

Second, evaluating the feasibility of converting an existing coal-fired facility to
natural gas required project-specific engineering, fuel supply, transmission, and
commercial analysis that is not typically accommodated within the standardized
structure and timeline of an RFP. Before determining viability, PSE and TransAlta
needed to evaluate engineering feasibility, natural gas supply arrangements,
transmission capability, permitting considerations, and commercial terms specific
to the existing facility. To facilitate that work, PSE and TransAlta executed a non-
binding letter agreement on July 12, 2024. At that stage, it was uncertain whether
sufficient information could be developed within the timelines of an ongoing RFP
process. See PSE’s Response to Joint Environmental Advocates Data Request
No. 031.

Third, TransAlta approached PSE in early 2024 as an existing counterparty to
discuss the future of the facility after coal-fired operations ceased at the end of
2025. See Prefiled Direct Testimony of Craig J. Pospisil, Exh. CJP-1HCT, at
page 96, lines 6 through 12. The timing of TransAlta’s approach, which coincided
with the scheduled end of coal operations, and the time-sensitive nature of the
conversion opportunity, required a more collaborative and engaged process than
the standardized RFP structure provides. TransAlta’s prior experience
completing multiple coal-to-gas conversions within its fleet further supported the
feasibility of pursuing this opportunity through direct engagement. See
Attachment A to PSE’s Response to Joint Environmental Advocates Data
Request No. 034.

Importantly, PSE did not forgo competitive evaluation. While bilateral discussions
with TransAlta were underway, PSE was concurrently evaluating resources in its
2024 All-Source RFP. The Centralia Energy Transition Project was incorporated
into PSE’s portfolio optimization modeling alongside RFP resources. When the
Centralia Energy Transition project was added to the pool of available resources
being evaluated in the 2024 All-Source RFP, the Aurora portfolio optimization
model selected it as part of the optimal portfolio to address PSE’s capacity
deficit. Compared with other resources under evaluation, the Centralia Energy
Transition project is competitively priced. See Prefiled Direct Testimony of

Craig J. Pospisil, Exh. CJP-1HCT, at page 96, line 13, through page 97, line 18;
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Eleventh Exhibit to the Prefiled Direct Testimony of Craig J. Pospisil, Exh. CJP-
12HC, at pages 14 through 23.

b. PSE objects to subpart b of WUTC Staff Data Request No. 236 to the extent it
seeks documentation or analysis demonstrating that the Centralia Energy
Transition Project “would likely have been selected” in a hypothetical competitive
RFP, as it calls for speculation regarding a counterfactual scenario.

Subject to and without waiving this objection, PSE states that it did not conduct a
separate analysis expressly designed to determine whether the Centralia Energy
Transition Project would have been selected through a competitive RFP process.
Accordingly, there are no additional responsive documents of the type requested.

However, as described in response to subpart a above, PSE did evaluate the
project using the same portfolio optimization framework applied to resources
identified in its 2024 All-Source RFP. When evaluated alongside those
resources, the Centralia Energy Transition Project was selected by the Aurora
model as part of the optimal portfolio to meet PSE’s capacity needs, based on
cost and risk considerations. See Prefiled Direct Testimony of Craig J. Pospisil,
Exh. CJP-1HCT, at page 96, line 13, through page 97, line 18; Eleventh Exhibit
to the Prefiled Direct Testimony of Craig J. Pospisil, Exh. CJP-12HC, at pages 14
through 23; PSE’s Response to Joint Environmental Advocates Data Request
No. 030.
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