/PGE Portland General Electric Company
121 SW Salmon Street e Portland, Oregon 97204
\ PortlandGeneral.com

November 1, 2013

VIA ELECTRONIC FILING AND U.S. MAIL

Oregon Public Utility Commission
Attention: Filing Center
3930 Fairview Industrial Dr. SE
PO Box 1088
Salem, OR 97308-1088
Re: UM 1182 - INVESTIGATION INTO COMPETITIVE BIDDING
Attention Filing Center:
Enclosed for filing in the captioned document are an original and five copies of:

e REPLY COMMENTS OF PORTLAND GENERAL ELECTRIC COMPANY.

This is being filed by electronic mail with the Filing Center. The UM 1182 Service list is also being

served via electronic mail.
Sincerely,
"%é/%%/
trick G. Mlager

anager, ﬁegulatory Affairs

Thank you in advance for your assistance.

PGH:qal
Enclosures
cc: UM 1182 Service List



BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON

UM 1182

(Phase II)
In the Matter of
PUBLIC UTILITY COMMISSION OF OREGON, Reply Comments of

' ' Portland General Electric

Investigation Regarding Competitive Bidding. Company
1. Introduction

The parties who submitted comments (Commission Staff, PGE, PacifiCorp, and Idaho
Power) largely agree on the major issues related to the eight risk factors that are the subject of
this final phase of this docket. Each of the parties agrees that bids should be analyzed based
upon the individual bid characteristics and not generic adders. In general, the parties agree that
the competitive bidding guidelines and the instructions to the Independent Evaluator (“IE”)
require no significant revisions to address these eight risk factors.

The Northwest and Intermountain Power Producer's Coalition (“NIPPC”) declines to file
comments on the eight risk factors. Instead, NIPPC interjects two new issues that are outside the
scope of this docket: acknowledgrﬁent of the short list and set aside for non-utility ownership
bids. NIPPC's attempt to introduce new issues in this phase of the docket should not be
permitted.

The Commission carefully defined the issues in this docket. The docket was divided into
two parts. UM 1276, Order No. 11-001, Jan. 3, 2011. The first part was to address Guidelines 1
and 11, and this second phase to address Guideline 10(d), which provides the IE with guidance in
comparing utility-ownership bids against Independent Power Producers (“IPPs”) bids.

Order No. 12-207 at 3, (Jan. 10, 2012). Within this second phase the parties agreed upon 12
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issues for consideration. ALJ Ruling at 2-3 (May 30, 2012). The ALJ and Commission directed
the parties to address those 12 issues in two separate stagés: this final stage addresses eight risk
factors related to comparing utility-ownership and IPP bids. Order No. 13-204 at 11 (June 10,
2013); Order No. 12-324 at 3-4 (Aug. 23, 2012).

NIPPC's two new issues fall well outside the scope of this docket as defined through
multiple Commission and ALJ rulings. That scope was reaffirmed throughout this docket as the
Commission acknowledged the issues and the process for addressing them. The Commission
should not permit NIPPC to expand the scope of this docket, particularly as these final eight risk
factors have been confirmed by the Commission and a procedural schedule has been adopted for
the parties to address these factors.

Because NIPPC's issues are outside the scope of this docket, we will not address the
substance of these new issues. Nevertheless, we note that the process, scope, and timing of any
acknowledgment of the short list would require careful consideration. Competitive bids are
limited in duration. Any further Commission process for acknowledgment of the short-list
should take this into consideration. Our customers should not lose the lowest risk, least cost bids
due to a protracted acknowledgment process.

If the Commission determines that it would like the parties to address either of the two
new issues NIPPC identifies, PGE asks that either (1) a prehearing conference be held to
establish the scope of any such additional proceeding and a schedule set for the parties to
properly address any new issues; or (2) the Commission requests an expedited comment

schedule to allow all parties to fully comment on these two issues.
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II. Comments
The utilities and OPUC Staff (“Staff”) are in general agreement regarding
recommendations to the Commission. Below, PGE provides a summary of the utilities’ and
Staff’s recommendations and provides their final comments and recommendations on the eight
remaining risk factors.
A. Changes in Forced OQutage Rates (FORs)
All three utilities agree that the current bid evaluation process with respect to FOR risk is
appropriate and no changes in the evaluation process are necessary. PacifiCorp has found that:
The best FOR data available comes from a mix of industry experience
taking into account Original Equipment Manufacturer (OEM) data for
specific types of rotating equipment. The most effective way to ensure
that FORs are appropriately established as part of the competitive bidding
process is for the IE to review and verify that FOR values are consistent
with industry experience and OEM values.
PAC Opening Cdmments at 11. Staff recommended that the IE conduct an assessment of Power
Purchase Agreements (“PPAs”) to determine whether contracts include clauses intended to
address plant availability during the length of the PPA. Staff Opening Comments at 3. PGE has
no objections to Staff’s recommendation.
B. End Effects
In general, the utilities agree that the IE should consider terminal value in the bid
evaluation process. Staff did not recommend that terminal value be recognized in the bid
evaluation process; however, they “agree with the IOUs in principle that the terminal value of a
benchmark resource should be taken into consideration by the IE in the bid evaluation.” Staff
Opening Comments at 5. Staff recommended, on a case-by-case basis, to invite PPA bidders to

offer an option to renew the PPA at the end of the initial term. PGE has no objection to inviting

PPA bidders to offer an option to renew the PPA at the end of the initial term and recommends
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the IE be directed to consider, in the bid evaluation process, the economic value associated with
the option to repower a site after expiration of the ‘useful” life of the asset. At this time, PGE has
not considered and does not have a specific methodology to recommend in calculating the
terminal value of a benchmark or IPP bid.

C. Environmental Regulatory Risk

All three utilities and Staff are in general agreement that the IE should review and
evaluate any “change in law” clause associated with the IPP resource. PacifiCorp’s position is
representative: “typically, the IE reviews and comments on the appropriateness of the relevant
agreements, which include change in law provisions.” PAC Opening Comments at 8. Therefore,
no additional instruction to the IE’s current evaluation of environmental regulatory risk is
necessary.

D. Increases in Fixed O&M

The thre‘e utilities and Staff agree that the IE should continue to verify the reasonableness
of fixed O&M estimates. Staff suggests that the IE should compare the fixed O&M costs
included in the PPAs and the utility benchmark resources to the escalation factor for O&M costs
used in the utilities’ most recent IRP and general rate case. Staff Opening Comments at 7-8. In
PGE’s most recent RFP (UM 1535), the IE compared the fixed O&M costs included in the IPP
and benchmark bids to the escalation factor for O&M costs used in PGE’s most recent IRP (LC
48). PGE recommends no changes be made to the IE’s current comparative analysis of fixed
O&M expenses.

E. Capital Additions

Staff proposed that the Commission’s direction to the IE regarding the cost over-run risk

factor in Order No. 13-204 also applies to the capital additions risk factor. Staff Opening
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Comments at 8. The Commission stated:
To address the risk of utility construction cost over-runs, we direct

the IE to provide a more comprehensive accounting of the risks and
benefits to ratepayers for construction cost over-runs and under-runs.

OPUC Order No. 13-204 at 9. Staff also recommended that no bid adder be incorporated in
evaluations to reflect the cost of capital additions either for a benchmark or a PPA resource.
Staft Opening Comments at 8. PGE agrees with Staff on both counts.

PacifiCorp recommended that the Commission instruct the IE to review the utilities’
long-term maintenance programs and assess whether or not the utilities have included reasonably
anticipated future capital additions. PGE has no objection to PacifiCorp’s recommendation and
finds it reasonable.

F. Changes in ROE

The opening comments of the utilities and Staff reflect general agreement that the IE’s
ROE evaluation criteria require no modification for this risk factor.

G. Verify Output (Power) and Heat Rate

All three utilities are in agreement that current methods of verifying initial performance
expectations are reasonable and that no changes in the current evaluation process are necessary.
“Standard power plant construction best practices include the completion of a performance test at
the end of commissioning to verify the contractual guarantees for output (power) and heat rate.”
PGE Opening Comments at 9.

With respect to long-term performance, PacifiCorp recommends the IE review the long-
term performance assumptions in all bids and confirm that the assumptions are reasonable and
consistent across bids. Staff recommends that the IE verify that the RFP applies the same

performance measures to IPP and utility benchmark resources (total annual output, average
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annual output, minimum and maximum net output, etc.). Staff also recommends that PPAs
should provide more specific clauses that address total output to be supplied, average annual
generation, and a performance band. PGE has no objections to PacifiCorp’s or Staff’s
recommendations.

H. Construction Delays

The opening comments by the utilities and Staff suggest no modifications to account for
the risk of construction delays. PGE, PacifiCorp, and Staft state no further action is necessary
with respect to this risk factor. Additionally, Idaho Power believes it is better to resolve contract
delay issues as part of contract negotiations with an IPP as opposed to making it a key part of the
RFP analysis. Idaho Opening Comments at 5. Idaho Power, PacifiCorp, and Staff positions are
reasonable. PGE recommends no changes to the IE’s analysis for the “construction delay” risk
factor.
III.  Conclusion

PGE respectfully requests that the Commission address the risk factors in this phase of

the docket in a manner consistent with PGE’s opening and reply comments.
of
Dated this ]_ day of November, 2013.

Respectfully Submitted,

Pat% G. Hagg Man/ger Regulatory Affairs

On Behalf of P ortland General Electric Company
121 SW Salmon Street, 1 WTC-0702

Portland, Oregon 97204

Phone: (503) 464-7580

E-mail: Patrick.Hager@pgn.com
Facsimile: (503) 464-7651
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CERTIFICATE OF SERVICE

I hereby certify that I have this day caused REPLY COMMENTS OF PORTLAND
GENERAL ELECTRIC COMPANY to be served by electronic mail to those parties whose
email addresses appear on the attached service list and by first class U.S. Mail, postage prepaid

and properly addressed, to those parties on the attached service list who have not waived paper

service from OPUC Docket No. UM 1182.

DATED at Portland, Oregon this 1st day November, 2013.
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Regulatory Paralegal

Portland General Electric Company
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