BEFORE THE PUBLIC UTILITY COMMISSION
OF OREGON

LC53

In the Matter of Corrected Opening Comments of
Renewable Northwest Project
PUBLIC UTILITY COMMISSION OF
OREGON

Idaho Power Company 2011 Integrated
Resource Plan

Renewable Northwest Project (RNP) appreciates the opportunity to comment on
Idaho Power Company’s 2011 Integrated Resource Plan (IRP). RNP followed the
development of Idaho Power’s 2011 IRP and attended some of the 2011 IRP Advisory
Council (IRPAC) meetings as a public participant. Based on our own participation and our
discussion with IRPAC members, RNP wishes to commend Idaho Power staff for an IRP
process characterized by open dialogue and receptivity to stakeholder comments.

RNP generally supports acknowledgment of the primary resource in Idaho Power’s
initial 10-year portfolio: improved access to markets through development of the
Boardman to Hemingway transmission line (“B2H”). Meeting summertime peak capacity
needs with market purchases from the winter-peaking west appears to be a solid plan for
the utility, and B2H also brings strong reliability benefits. B2H can also position Idaho
Power to acquire more energy from renewable resources, and lower the cost of integrating
renewables by enabling access to within-hour flexibility now developing in the broader
market. RNP recognizes the substantial énterprise required to develop a large, multi-state
transmission line, and appreciates Idaho Power’s efforts to move the B2H project forward

in a manner that can benefit its customers, partners, and the region.
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RNP recognizes the risk that B2H could be delayed, and that Idaho Power may need
to address a capacity deficit before B2ZH comes online. However, RNP encourages the
Oregon Public Utility Commission (OPUC or “Commission”) to seriously consider
alternatives to acknowledging Idaho Power’s alternative resource portfolio (1-4 SCCT),
which is comprised solely of single cycle combustion turbine (SCCT) plants. Before
acknowledging an all-gas alternative, the Commission should give demand side
management (“DSM”) alternatives and solar photovoltaic (“solar PV”) resources as much
time as possible to ripen, because pursuing those alternatives to lowering peak needs could
provide greéter long-term benefits to the utility and its customers. It would also help Idaho
Power achieve consistent, long-term reductions in the carbon intensity of its generating
portfolio. Further discussion in suppoft of these comments follows.

1. B2H Can Benefit Idaho Power Customers and the Region.

RNP is keenly aware of the need for transmission development in the Northwest
and believes that BZH would benefit Idaho Power's customers and the region in terms of
market access, renewable resource availability, and reliability. With B2H already gaining
momentum from its placement on the federal regulatory fast track (through assignment to
the administration’s “Rapid Response Team for Transmission”), the Commission’s
acknowledgment of B2H’s benefits to Idaho Power can help the project come together.
RNP sees the primary benefits of BZH to Idaho Power as follows:

First, BZH provides Idaho Power with transmission access to a liquid market that
provides optionality and keeps the market’s lowest cost resources available to the utility.
The diversity inherent in the market makes investment in transmission less risky than

investing in a single resource whose cost is dependent on gas prices alone. B2H also can
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help Idaho Power lower the cost of integrating variable renewable energy resources, by
allowing the utility to access maturing markets for within hour flexibility. Those maturing
markets include within-hour scheduling with other balancing authorities, the energy
imbalance market, and the Joint Initiative’s I-TAP project to develop a rapid, transparent
trading platform for balancing services.

Second, B2H reaches renewable energy resource zones in the Northwest that would
otherwise be inaccessible, possibly allowing for the future development of renewable
energy resources that can serve Idaho Power and the region. It is important to note that
Idaho Power “received more than 4,000 MW of requests to commence transm_ission service
between 2005 and 2014 on the Idaho-Northwest transmission path,” of which only 122
MW were granted due to a lack of available transmission capacity. (Idaho Power Company
2011 Final IRP (“2011 IRP"), p. 52.) Depending on how the available capécity of B2H is
allocated by Idaho Power and its project partners, significant amounts of transmission
capacity could be made available to renewable resources, thereby enabling those resources
to serve the entire region. Notably, I[daho Power identified wind resources as having the
lowest levelized cost of production of any physical resource (2011 IRP, p. 83, Table 6.9) and
we expect that the entire region may benefit from the improved access to transmission for
wind, solar, and other renewable resources. Expanded transmission to different regions
will give Idaho Power access to geographically diverse wind and solar resources, which can
mitigate their variability and lower the need for balancing reserves.! -

All of this depends, of course, on how the line is used. Substantial uncertainty exists

1 For more information on diversity benefits, see the National Renewable Energy Laboratory’s Western Wind

and Solar Integration Study, available at http://www.nrel.gov/wind/systemsintegration /wwsis.html.
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as to allocation of the capacity remaining on B2H after serving Idaho Power’s estimated
450 MW of need. At the September 20, 2011, Oregon PUC Public Hearing, Idaho Power’s
presentation suggested that ownership rights of B2H are still under negotiation between
the other parties involved with the project - the Bonneville Power Administration (BPA),
PacifiCorp, and LS Power. Idaho Power is yet to define its specific level of ownership in the
project and its corresponding transmission rights. Not only is there uncertainty
surrounding Idaho Power’s intended use of the transmission capacity beyond its desire to
meet peak summertime load of roughly 450 MW in 2020, but also there is a high level of
uncertainty in regards to how Idaho Power’s project partners intend to use their share of
the transmission capacity. In order to fully understand the implications that B2H will have
for the region, it will be important to determine how Idaho Power and its project partners
intend to use the B2ZH capaéity as specific details regarding BZH ownership rights become
available.

Finally, B2H will provide strong reliability benefits. B2H provides redundancy for
the utility, giving it another choice for supply in the event of a transmission outage to the
east. The path proposed for B2H presently lacks a 500 KV transmission line, making it a
significant weak point in the Northwest transmission system and leaving Idaho Power’s
customers isolated. B2H can serve as an important link to creating a full 500 kV loop
around the four Northwest states. This loop would allow transmission system operators to
access every load and generator with bulk power even while suffering a single line outage.
Connection to a robust, reliable Northwest grid will bring improved energy security to

Idaho Power’s customers.
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2. Acknowledging an Alternative Portfolio Comprised Solely of SCCTs
Could Be Premature.

At the September 20, 2011, public hearing Idaho Power made clear to the
Commission that it is seeking acknowledgement of its Alternative Resource Portfolio.
Idaho Power’s alternative portfolio 1-4 SCCT contains 434 MW of SCCT capacity from
2015-2019, with 170 MW added in 2015. Id. at 121. RNP has expressed concern to both
Idaho Power and the Commission that acknowledging 434 MW of SCCTs, including a 170
MW SCCT for this action plan period, may be premature. Although we recognize the
possibility that BZH could be delayed past its expected 2016 online date, we encourage the
Commission to consider whether the two-year IRP cycle provides enough time to examine
alternative plans in the 2013 [RP—particularly given the relatively short construction lead
time for a SCCT.

Acknowledging the alternative portfolio now may preclude Idaho Power from
acquiring resources that are less costly and risky in the long term and that may become
more attractive between now and when additional capacity is needed to meet Idaho
Power’s capacity deficit—namely, DSM and solar PV. Idaho Power has shown leadership in
using DSM to reduce peak capacity needs, and the Commission could encourage the utility
to redouble its efforts to find DSM opportunities to defer the capacity addition until BZH
comes online. |

In addition, delaying resort to a SCCT may give solar PV time to become cost
competitive with natural gas. As Idaho Power has recognized, the generation
characteristics of solar PV are an excellent fit for much of its summertime peak-hour

capacity needs. Although Idaho Power did model PV as part of its 2011 IRP at a reasonable

LC 53 Corrected Opening Comments of Renewable Northwest Project 5



cost for today’s market conditions ($3,750/kW), the cost of PV in 2013-2014, when a
decision will be necessary as to how to meet unmet demand if B2H is delayed or stopped, is
likely to have declined enough to warrant a revised cost comparison between PV and SCCT.
Recent research by the U.S. Department of Energy suggests that the installed cost of utility-
scale PV is likely to reach $2.20 /watt by 2016,2 or 41 percent less than the cost that was
modeled in Idaho Power’s IRP. Idaho Power acknowledges the downward cost trend of
solar PV and stated that “ldaho Power will continue to closely follow the decreasing price
trend of solar PV as this technology continues to become more cost competitive with more
traditionai resource alternatives.” (2011 IRP, p. 46.) We appreciate Idaho Power’s
attention to solar PV and recognition of its increasing cost competitiveness.

In light of these developing DSM and solar PV alternatives, RNP respectfully
encourages the Commission to consider withholding acknowledgment of Idaho Power’s
Alternative Portfolio 1-4 SCCT until a time closer to when a decision is made to divert from
Idaho Power’s Preferred Portfolio. At the September 20, 2011, Public Hearing, Idaho
Power indicated that this decision might be made prior to issuance of its 2013 IRP.
Although we encourage the Commission to consider delaying a decision on the SCCT to the
2013 IRP, we also recognize that, even with the short lead time for a SCCT, delaying to the
2013 IRP might leave Idaho Power with insufficient time to meet its projected peak
capacity deficit. If that is the case, we would nevertheless encourage the Commission to

condition acknowledgment of Idaho Power’s alternative portfolio in the following manner:

Z The U.S. Department of Energy believes it is likely that, given the current rate of cost decline, the installed
cost of solar PV will reach $2.20/watt by 2016, down from $8/watt in 2004. Furthermore, the U.S.
Department of Energy is discussing the possibility of solar PV reaching an installed cost of $1/watt by 2017,
or the equivalent of $0.05-0.06/kWh without subsidies. U.S. Department of Energy, 2010. Available at:
wwwl.eere.energy.gov/solar/sunshot/pdfs/dpw_white_paper.pdf.
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before Idaho Power pursues an alternative portfolio of SCCTs, it should update its peak
need forecast and provide the Commission with a contemporaneous “tipping point”
analysis (see 2011 IRP, p. 115, Figure 9.25) that compares DSM and solar PV alternatives to
a SCCT, and includes considerat}ion of the former’s ability to hedge future gas price
volatility.

3. Idaho Power Should Analyze Coal Investments and Carbon Reduction,

Evaluate Solar PV Diversity Benefits, and Solicit Technical Feedback on
the Wind Integration Study.

RNP makes several additional suggestions for Idaho Power’s next IRP process. First,
we appreciate Idaho Power’s attention to carbon and other emissions costs in evaluating its
portfolios going forward. The minimal differences in the carbon intensity of different
portfolio additions demonstrates that the carbon intensity of Idaho Power’s generation
portfolio is due to its existing resources—presumably, its coal plants—and that large hydro
years are the primary determinant of lower carbon intensity. To achieve consistent, long-
term reductions in its carbon emissions intensity, Idaho Power will need to look to its
existing coai fleet. We recommend that the Commission require Idaho Power to analyze, in
this IRP, the costs and risks of maintaining its coal plants and how carbon costs and
environmental regulations could alter their cost-competitiveness in the future. Itis
important that analyses of the type described in the comments of the Citizens’ Utility Board
be performed before the utility commits to significant investments, and before the utility
loses the flexibility of the BART regime to exchange interim investments for early closure.

Second, as Idaho Power gains experience with solar PV through its demonstration
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project and Oregon solar capacity standard project,3 we encourage the utility not to limit its
evaluation only to the performance of single projects. Geographic dispersion of several
solar projects can have a significant effect on smoothing the short-term variability of single
projects.# Idaho Power to consider this research as it evaluates the performance of solar
PV on its system. Moreover, solar is a mature technology with known characteristics; we
are not certain why a demonstration project is necessary before Idaho Power moves
forward with a resource that can diversify its portfolio and help reduce its peak needs.

Finally, we understand that Idaho Power is conducting a wind integration study
internally. We encourage Idaho Power to look for ways in which diversity and flexible
balancing resources can lower its cost of integrating what it has recognized as a low cost
energy resource (see 2011 IRP, p. 83). We also encourage Idaho Power to seek both
independent technical review of its study and to provide meaningful opportunity for
stakeholders to give, and the utility to respond to, feedback on the study’s methodology
and results before those results are folded into the next IRP analysis.

4. Conclusion

In sum, RNP generally supports Idaho Power’s pursuit of B2ZH in the 2011 IRP
Preferred Portfolio, because it will increase Idaho Power’s access to inexpensive market
power, advancing power markets for integration of renewable energy, and regional

renewable energy resources. We encourage Idaho Power to develop more detail regarding

3 It appears that Idaho Power intends for these to be two separate projects, but in case there is any ambiguity,
RNP would like the Commission to be clear that Idaho Power will pursue an Idaho demonstration project in
addition to the Oregon solar capacity standard project.

4 See Andrew Mills and Ryan Wiser, Lawrence Berkeley National Laboratory, “Implications of Wide-Area
Geographic Diversity for Short-Term Variability of Solar Power” (September 2010), available at
http://eetd.lbl.gov/ea/emp/reports/lbni-3884e.pdf.
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ownership shares in the project and how Idaho Power and its partners intend to use
respective transmission rights. Finally, we respectfully encourage the Commission to
consider withholding or conditioning acknowledgment of Idaho Power’s Alternative
Resource Portfolio.

DATED this 19th day of October, 2011.

Respectfully submitted,

]whens )
E Stephens & Buckley, LLP

Of Attorneys for Renewable Northwest Project

Megan Walseth Decker
Senior Staff Counsel
Renewable Northwest Project

Adam Schumaker

Policy Associate
Renewable Northwest Project
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OF RENEWABLE NORTHWEST PROJECT on the following persons on October 19, 2011,

by e-mailing to each a copy thereof:

Vijay A. Satyal
vijay.a.satyal @state.or.us
Senior Policy Analyst
Oregon Dept. of Energy
625 Marion Street N.E.
Salem, Oregon 97301

Hillary Dobson.
hillary.dobson @state.or.us
Oregon Dept. of Energy
625 Marion Street N.E.
Salem, Oregon 97301

Gordon Feighner
gordon@oregoncub.org

Citizen’s Utility Board of Oregon
610 S.W. Broadway, Suite 308
Portland, Oregon 97205

Bob Jenks

bob @oregoncub.org

Citizens’ Utility Board of Oregon
610 S.W. Broadway, Suite 308
Portland, Oregon 97205

G. Catriona McCracken
catriona@oregoncub.org
Citizen’s Utility Board of Oregon
610 S.W. Broadway, Suite 308
Portland, Oregon 97205

Janet L. Prewitt

janet.prewitt @doj.state.or.us
Assistant Attorney General
Department of Energy
Natural Resources Section
1162 Court Street N.E.
Salem, Oregon 97301-4096
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denise.saunders @pgn.com

Portland General Electric

Assistant General Counsel
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Portland General Electric
Manager, Regulatory Affairs
121 S.W. Salmon, 1IWTC0702
Portland, Oregon 97204

PGE-OPUC Filings

pge.opuc.filings @pgn.com

Rates & Regulatory Affairs

Portland General Electric Company
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Public Utility Commission
PO Box 2148
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Idaho Power Company
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Manager, Power Supply & Planning
Idaho Power Company
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