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BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON
UM 1129
In the Matter of
PUBLIC UTILITY COMMISSION OF STAFF’'S OPENING BRIEF
OREGON Phase II, Track II Proceeding

Staff’s Investigation Relating to Electric
Utility Purchases From Qualifying Facilities.

L. Introduction

Administrative Law Judge (ALJ) Kirkpatrick described the purpose of the Phase II,
Track TI part of this docket as follows: “to address the substance of unexamined or partially
investigated issues related to the development (of) QF contracts.” Ruling at 2, (issued March 3,
2006). In the same Ruling, ALJ Kirkpatrick also adopted an Issues List containing 14 issues,
many with subparts. The parties subsequently submitted testimony on all issues and waived the
oral evidentiary hearing. Except as expressly stated otherwise in this brief, staff stands by the
recommendations made in its filed written testimony.

In this Opening Brief, staff will first discuss its request for the Commission to correct
what staff believes is an error found in a specific passage of Commission Order No, 05-584.
Staff will then address each issue in the order listed in the ALJ’s Ruling, with the recognition
that the parties were able to resolve Issues 1(a), 5(b), 8 and 9 in their entirety and also settled
most of the questions dealing with standard contracts for off-system “qualifying facilities” (QFs)
identified under Issues 3(b) and 14. As a final note, staff addressed Issues 2 and 6 for standard
contracts in the Phase I compliance investigation and addresses these same issues in Phase II,
Track II only for non-standard contracts.

II. Preliminary request for correction/clarification to Order No. 05-584
In its reply testimony, staff asked the Commission to correct the following passage from

Order No. 05-584 (at 28):

Page 1 - STAFF’S OPENING BRIEF - Phase II, Track II Proceeding

MTW/mal/GENQ3534
Diepartment of Justice
1162 Court Street NE
Satem, OR 97301-4096
(503) 378-6322 / Fax: (503) 378-5300



B W N

D0 =1 Sy Lh

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

Although we find that firm energy provides the most reliable capacity benefits,
we are persuaded by Staff’s argument regarding the average availability of
intermittent resources. Consequently, we conclude that intermittent and firm
resources should be valued equally...and direct utilities to pay full avoided costs
pursuant to the appropriate methodology for all energy delivered under a QF
standard contract, but only up to the nameplate rating of the facility. As electric
utilities cannot expect and, therefore, would not rely on deliveries of excess
energy in any manner, we conclude that energy delivered in excess of the
nameplate rating does not provide capacity benefits that warrant payment of full
avoided costs. Because we conclude that utilities have a legal obligation to take
all energy provided by a QF, we direct the utilities to accept delivery of excess
energy, but to compensate QFs for only the energy itself and not capacity. In
such situations, utilities should use the methodology that has historically been
used when utilities are in a resource deficient position. [Emphasis added|

See generally Staff/2300, Schwartz/1-4.

Staff believes the Commission intended the last sentence to state: “In such situations,
utilities should use the methodology that has historically been used when utilities are in a
resource sufficient position.” [Emphasis added]. In other words, staff believes the Commission
intended that excess energy — energy deliveries exceeding the QF’s nameplate rating — receive
energy-only payments (no capacity payments) through payment of off-peak rates. Today, off-
peak rates during the period of resource sufficiency are based on monthly off-peak forward
market prices. During the period of resource deficiency, off-peak rates are based on the costs of
the utility proxy plant, exclusive of capacity costs. See Order No. 05-584 at 27-28.

Staff further recommends the Commission clarify that “excess energy” does not apply to
deliveries above the QF’s nameplate rating solely for the purposeof ' éénbommodating hourly
scheduling in whole megawatts by a third-party transmission provider. See Staff/2300,
Schwartz/1-4.

ITI. The Issues

1. Development of negotiation parameters and guidelines for nonstandard QF
contracts.

Attachment A is staff’s proposed guidelines for the negotiation of QF power purchase

contracts, pursuant to Administrative Law Judge Kirkpatrick’s memo dated May 4, 2006.
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a. What contract length should Qualifying Facilities larger than 10 MW be entitled
to? [Order No. 05-584 at 17]

The parties have settled this issue. See PPL/408, Griswold/1-12 (Stipulation); Staff/1800,
Schwartz/3-5; PPL/404, Griswold/2; and PP1/407, Griswold/15-17.

b. How should QF power supply commitments differentiate between “as available”
and “legally enforceable obligations” for delivery of energy and capacity?

The Federal Energy Regulatory Commission (FERC) defines “legally enforceable
obligations™ and “as available” supply commitments in 18 C.F.R. § 292.304(c)(3) and (d).
Definitions in the Commission’s PURPA rules are similar. See OAR 860-029-0010(13) and
(16). Based upon these rules, staff views a “legally enforceable obligation” for delivery of
energy and capacity as a firm commitment. Conversely, an “as available” obligation for delivery
of energy and capacity should be treated as a non-firm commitment. See Staff/1900, Chriss/2.

Under the appropriate FERC rules, a QF that provides energy and capacity on an “as
available” basis does so at the avoided cost rates based on the purchasing utility’s avoided costs
calculated at the time of delivery. Id. Further, the FERC rules provide that QFs that provide
energy or capacity on a legally enforceable basis over a specified term can choose, prior to the
beginning of that term, avoided cost rates based on either (i) the avoided costs at the time of
delivery; or (ii) the avoided costs calculated at the time the obligation is incurred. A market-
based rate is appropriate when QF payments are based on the utility’s avoided costs at the time
of delivery. See Staff/1900, Chriss/3.

Staff disagrees with PacifiCorp’s position that QF contracts providing energy deliveries
on an “as available” basis should only receive an “energy price,” which PacifiCorp defines as its
off-peak avoided cost rate in its Schedule 37. For as available deliveries, a market-based rate 18
appropriate. Staff/2400, Chriss/4-5. This recommendation is consistent with the FERC rule
noted above. Id. Further, non-firm QFs should only receive value for their capacity to the extent
their avoided costs are based on market prices during on-peak hours, with capacity value

embedded in those prices. Staffi2400, Chriss/5.
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¢. How should “firm” or “non-firm” supply commitments be defined and
differentiated through contractual default and damages provisions?

Negotiated contracts for QFs that make firm supply commitments should include default
and damage provisions that keep the utility and its ratepayers whole in the event the QF fails to
meet its minimum net output obligation to the utility. Conversely, negotiated contracts for non-
firm QFs should not include minimum delivery requirements, default damages for construction
delay, default damages for under-delivery, default damages for the QF choosing to terminate the
contract early, or default security for these purposes. That is because the utility does not count
on “as available” energy deliveres,

Further, staff agrees with PGE that QFs that do not wish to make firm delivery
commitments should receive payments for energy deliveries based on current market prices. The
utility generally can buy and sell energy at these prices. Therefore, the utility and its ratepayers
are not harmed if the QF resource is not on-line by its projected operation date, delivers less
energy than expected based on its nameplate rating (after accounting for on-site and station
needs), or if the QF owner chooses to terminate the contract early. See Staff/1800, Schwartz/6-7;

Staff/1900, Chriss/2-3; and PGE/300, Kuns-Drennan/5.

d. How should avoided costs be adjusted for factors, such as those described in 18
CFR § 292.304, for a Qualifying Facility’s specific power supply attributes and
commitments?

a. Data filed with avoided cost filing, including state review of dara [18CFR. §
292.304(e)(1)]

Any net costs or benefits of the QF, relative to the proxy plant data in the utility’s
approved avoided cost filing, and as approved for consideration by the Oregon Commission in
adjusting avoided costs, should be taken into account in negotiating avoided cost rates. See

Staff/1800, Schwartz/9.

b. Availability of QF capacity or energy during the system daily and seasonal peak
periods [18 C.F.R. § 292.304(e)(2)]

1. Ability of the utility to dispatch
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First, adjustments to avoided costs for dispatchability should be made only during the
utility’s resource deficiency period, when avoided costs are based on the dispatchable utility
proxy plant. Avoided costs during the utility’s resource sufficiency period are based on monthly
on- and off-peak forward market prices, not a dispatchable proxy plant. See Order No. 05-584 at
28; Staft/2300, Schwartz/9.

Second, staff agrees with PacifiCorp that avoided cost rates should be adjusted by
reducing capacity payments for the month if the QF’s on-peak capacity factor, or “availability,”
is less than the availability of the proxy utility plant on which avoided cost are based. See
PPL/404, Griswold/6. However, staff disagrees with the company that the QF provides no
capacity value if its availability is less than that of the utility proxy plant. For example, under
PacifiCorp’s proposal the QF would receive no capacity payment if its availability is below 85%.
In other words, the QF would receive only off-peak prices for all energy delivered that month.
See Staff/2300, Schwartz/5; Staff/2301, Schﬁaﬂz/ 1-2.

PacifiCorp’s proposal also fails to recognize the difference in QF value based on its
degree of availability — for example, between a QF with an on-peak capacity factor of 20% vs. a
QF with an availability of 80%. See Staff/2300, Schwartz/6.

Further, PacifiCorp’s proposal does not adjust for the additional value of a QF with a
higher évailabiiity than the utility proxy plant. Staff agrees with Weyerhaeuser-ICNU in
principle that the QF should receive a higher capacity payment than is embedded in standard on-
peak rates if the QF’s on-peak performance is superior to the utility proxy plant. See
Weyerhaeuser-ICNU/300, Beach/12; Weyerhaeuser-ICNU/300, Beach/4-5. However, the
adjustment for superior QF availability should be made relative to the availability of the usilizy
proxy plant, consistent with Order No. 05-584 (at 27), not the QF contract capacity level as
Weyerhaeuser-ICNU proposes. See Weyerhaueser-ICNU/300, Beach/12-13; Staff/2300,
Schwartz/7-8.

1
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It is important to note that a QF should not receive an additional capacity payment for
providing capacity in excess of its stated contract commitments. Staff views this as a form of
“excess energy’” which the utilities cannot rely on. Therefore, payment to the QF for on-peak
deliveries in excess of the contracted amount should not include an explicity capacity value,
consistent with Order No. 05-584 (at 28). In other words, the adjustment to capacity payments
for superior QF on-peak performance, relative to the utility proxy plant, should be limited to
performance within the bounds of the QF’s contracted capacity. This proviso addresses the
concern Idaho Power raises related to Weyerhaeuser-ICNU’s proposal for bonus payments.
Idaho Power’s recommendation that deliveries above the amount committed in the coniract be
valued at non-firm energy prices is reasonable. See Idaho Power/400, Gale-Allphin/4-5.

To address both inferior and superior availability of the QF, relative to the utility proxy
plant, the Commission should require each utility to develop a sliding scale model to calculate
adjustments to capacity payments that would apply to actual monthly QF performance during
peak periods. See Staff/2300, Schwartz/5-8.

Neither PacifiCorp’s nor Weyerhauser-ICNU’s proposal addresses the value of being
able to call on the QF to decrease (or increase) its output in response to real-time electricity and
natural gas prices. Therefore, Weyerhauser-ICNU’s proposal for time-of-use energy rates is a
poor substitute for real-time economic dispatch. See Staff/1800, Schwartz/10-11; Staff/2300,
Schwartz/8-9. In rebuttal testimony, Weyerhauser-ICNU propose paying QFs based on day-
ahead on- and off-peak prices to address dispatchability. See Weyerhauser-ICNU/304, Beach/5-
6. Staff does not agree with this proposal, as illustrated by the following example.

Say the utility proxy plant, a combined-cycle gas turbine, dispatches at a price of $50 per
megawatt-hour, and the day-ahead on-peak market price is $90 per megawatt-hour. Staff does
not believe the $40 per megawatt-hour difference represents the differential value of
dispatchabiility between the utility proxy plant and the QF. Nor do day-ahead market prices

necessarily reflect the cost the utility would avoid by purchasing from the QF. The value of
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dispatchability is more appropriately determined through the probabilistic analysis staff
recommends - IRP-type modeling with stochastic analysis of electric and natural gas prices,
loads, hydro and unplanned outages.

Stochastic modeling under various futures, such as that used by the utilities in Integrated
Resource Planning (IRP), could address the reduced value of a “24-7” natural gas-fired
combined heat and power facility, relative to the dispatchable utility proxy plant. Idaho Power
agrees with this approach and states that its AURORA model can be used in this way to estimate
the cost of QF non-dispatchability. While the Idaho Public Utilities Commission (IPUC)
requires the company to use its IRP model to determine avoided costs for large QFs, staff found
nothing in the IPUC’s order requiring stochastic analysis. However, the company appears
willing to incorporate stochastic analysis in IRP modeling to determine avoided costs for large
QFs. See Staff/1800, Schwartz/11; Staff/2300, Schwartz/9-10; Idaho Power/400, Gale-
Allphin/9-11.

To the extent the FERC adjustment factor addressing dispatchability may address only
peak periods, the value of dispatchability in off-peak period (being able to call on the generator
to shut down or decrease its output) may be addressed under 18 C.F.R. § 292.304(e)(2)(vi) or 18
C.FR. § 292.304(e)(3). See Staff/2300, Schwartz/8-9.

Finally, Weyerhaueser-ICNU propose to de-rate a QF’s capacity if it falls below the
contracted level until the QF can demonstrate its ability to provide a higher level of capacity.
See Weyerhacuser-ICNU/300, Beach/12-13. If capacity payments to the QF are fixed (in dollars
per kilowatt-year), de-rating the QF’s contract capacity is a reasonable alternative to termination
due to QF non-performance. However, if market prices during the non-performance period are
higher than the QF contract price, and reduced payments to the QF for reduced availability do
not keep the utility whole, damages may be appropriate for failure to meet the contracted
capacity level. See Staff/2300, Schwartz/7.

i
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il. Reliability

Staff agrees with Weyerhaueser that QF contracts for firm power may provide strong
incentives for high reliability through fixed capacity payments (in dollars per kilowatt-year) that
are tied to performance during the utility’s peak period. See Weyerhaeuser/104, Beach/4,

Staff/1800, Schwartz/11.

iii. Contract terms, including duration, termination notice and sanctions for
noncompliance

The yearly avoided costs the utilities file for the 20-year period should serve as the
starting point for negotiations. See Order No. 05-584 at 20-21. The QF should have the
discretion to choose a contract term up to 20 years. See Staff/1800, Schwartz/3-5, 11-12;
PPL/408, Griswold/11 (Stipulation).

With one exception, the Commission should impose on non-standard contracts the same
conditions regarding termination as staff recommended in the Phase I Compliance portion of this
proceeding. See Staff/1000, Schwartz/36-38, 41-43, 48-49; Staff/1500, Schwartz/21-22. The
exception is that the Commission should not prescribe the time period over which the utility may
seek termination damages. See Staff/1800, Schwartz/12.

If sanctions for noncompliance in the negotiated QF contract “provide energy or capacity
pursuant to a legally enforceable obligation for the delivery of [a specified amount of] energy or
capacity over a specified term,” the QF should receive rates based on providing firm power to

the utility. See 18 C.F.R. § 292.304(d)(2); Staff/1800, Schwartz/12.

iv. Extent to which scheduled outages can be usefully coordinated with scheduled
outages of the utility's facilities

The utility and the QF should negotiate the time periods when the QF may schedule
outages and the advance notification requirement. Provisions in the utilities’ standby tariffs may
provide guidance. See PGE Schedule 75 and PacifiCorp Schedule 247; Staff/1800, Schwartz/12-
13.

i
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v. Usefulness of QF energy and capacity during system emergencies

A QF should be required to make best efforts to meet its capacity obligations during
utility system emergencies. However, the QF should not be penalized for an unplanned outage
during a utility system emergency, so long as the outage falls within other parameters in the

contract, See S5tafff2300, Schwartz/10-11.

vi. Individual and aggregate value of energy and capacity of the QFs on the utility’s
system

The utility’s IRP or production cost model could assess the aggregate value of QFs on the
utility’s system. However, the QF should receive no more of the aggregate value than the
incremental value it contributes. See Staff/1800, Schwartz/13.

vil. Value of smaller capacity increments and shorter lead times

Theoretically, benefits of QFs to the utility system, such as reduction in forecasting risk
related to load/resource balance, technological obsolescence and regulatory risk could be
quantified in IRP-type modeling with stochastic parameters. See Staft/100, Breen/20-21;

Staff/1800, Schwartz/13.

c. Ability of the utility to avoid costs, including deferral of capacity additions and
reduction of fossil fuel use, due to the availability of energy and capacity from the QF
(18 C.F.R. § 292.304(e)(3))

QF payments should reflect the utility’s avoided capacity costs. Dispatchable QFs should
receive fixed capacity payments (in dollars per kilowatt-year), reflecting the avoided capacity
costs of the utility proxy plant. It is reasonable for wind QFs to receive fixed pricing per
megawatt-hour.

The Commuission is addressing in other dockets how to take into account the risk
mitigation value of non-fossil fuel resources in resource planning and competitive bidding (i.e.
UM 1056 and UM 1182). If the utility proxy plant for determining avoided costs is a natural
gas-fired combustion turbine, the negotiated avoided cost rates for wind and other renewable
resources should reflect avoided natural gas-price risk. The Commission should aim to make

utilities and ratepayers neutral regardless of whether the utility’s resource planning goals are
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achieved through QF contracts, competitively procured contracts or utility-owned resources. See
Staft/1800, Schwartz/14.

Weyerhaeuser-ICNU state that avoided cost rates for natural gas-fired CHP projects that
are more efficient than the utility proxy plant also should reflect gas price mitigation value. See
Weyerhacuser-ICNU/304, Beach/7-8. State notes that Weyerhaeuser-ICNU’s proposal to
require utilities to offer large QFs a gas-market pricing option would reduce their value for
mitigating natural gas price risk.

d. Variations in line losses (18 C.F.R. § 292.304(e)(4))

If QFs are located at or near customer sites, line losses and other transmission and
distribution (T&D) costs may be lower than for the utility proxy plant, which typically is sited in
a remote location. See Staff/1800, Schwartz/14-15. Staff finds PacifiCorp’s proposal for
adjusting avoided costs for line losses reasonable. See Staff/2300, Schwartz/11; Staff/2301,
Schwartz/3; PPL/407, Griswold/5-6.

Staff agrees with Weyerhacuser-ICNU and PacifiCorp that transmission costs which can
be avoided or deferred as a result of the QF’s location relative to the utility proxy plant should be
eligible for an additional avoided cost payment. However, any distribution level savings are
dependent on the reliability of the QF. Load shedding by the QF host may be required in the
case of a QF outage during pre-determined peak hours for the relevant components of the local
utility grid. Any analysis of potential T&D system savings should include projected load growth
and associated T&D needs. See Staff/1000, Schwartz/14-15; Weyerhaeuser-ICNU/200,
Beach/15; Staff/2300, Schwartz/11; and Staff/2301, Schwartz/4-5. A4lso see Order No. 06-029 at
55-56.

Any necessary transmission upgrades to accept QF power should be separately charged
as part of the interconnection process and should not affect avoided cost rates. However, if
during low load hours the utility backs down more economic generating resources instead of

upgrading the transmission system to move the QF power outside of a load-constrained area,
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staff agrees with PacifiCorp that avoided cost rates for non-standard PURPA contracts should be
adjusted to account for the higher cost of non-dispatchable QF power. See PPL/404, Griswold/7-
8; Staff/2300, Schwartz/12.

T&D costs and savings, other than line losses, may fall within 18 C.F.R.
§ 292.304(e)(2)(vi), “The individual and aggregate value of energy and capacity from qualifying
facilities on the electric utility’s system.” If power from a QF is higher cost than power from
other resources available to the utility, it can be considered fo be of lower “value” than the lower
cost power obtainable from other resources. The reverse also is true. Another FERC factor, 18
C.F.R. § 292.304(e)(3), may be relevant, “The relationship of the availability of energy or
capacity from the qualifying facility as derived in paragraph (e)(2) of this section, to the ability
of the electric utility to avoid costs....” See Staff2300, Schwartz/12-13.

General issues under issue 1(d) regarding negotiation of avoided cost rates for non-
standard contracts

Contract Provisions

Staff witness Schwartz agrees with Weyerhaeuser that contract provisions, rather than
pricing adjustments, can address some of the FERC adjustment factors. See Staff/1800,
Schwartz/8; Weyerhaeuer/104, Beach/4. PGE disputes that certain factors should only be
addressed in contract provisions. The company states that pricing and contractual provisions are
not “either-or” conditions but are necessarily linked, and contract terms help determine the value
of the power received. See PGE/500, Kuns-Sims/4.

Staff does not disagree with the company on this point. Rather, staff’s view appears to be
similar to PGE’s. The company states that an adjustment to avoided costs is needed to value
resource differences unless contract terms “[a]ssure that the QF matches the attributes of the
avoided cost resource in all material respects.” See PGE/500, Kuns-Sims/4.

i
i
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Staff and Weyerhaeuser agree that widely-used templates, such as the Edison Electric
Institute (EEI) master agreement, may serve as a foundation for negotiated QF contracts. See
Weyerhaeuser/100, Beach/3; Staff/1000, Schwartz/4; and Staff/1800, Schwartz/8.

PGE agrees that the EEI master agreement may be helpful as a guide. However, the
company believes the agreement generally is not suitable for wholesale energy transactions
involving specific resources where the production or delivery characteristics do not meet the
definition of standard electric commodity products. Therefore, PGE does not recommend that
the EEI master agreement be a required template for non-standard QF contracts, but rather a
reference point for consistency with standard practices in developing bilateral agreements for
specific energy resources that take into account unique project characteristics. See PGE/500,
Kuns-Sims/3. This is consistent with staff’s position.

Idaho Power agrees that portions of the industry-standard EEI master agreement should
provide the basis for negotiating non-standard contracts with large QFs. See Idaho Power/400,
Gale-Allphin/4.

Idaho Power

In rebuttal testimony, Idaho Power recommends the Commission allow it to use the IRP
methodology approved by the IPUC to determine avoided costs for large QFs in Oregon. See
Idaho Power/400, Gale-Allphin/10-11. This Commission determined in Phase I of Docket UM
1129 that the company would generally use the methodology approved by the IPUC to calculate
standard avoided cost rates for small QFs in Oregon. See Order No. 05-584 at 26-27. Staff
would not object to the Commission similarly deferring to the IPUC’s approved methodology for
calculating avoided cost rates when negotiating with large QFs.

Staff notes that the method approved by the [PUC may be a deviation from Commission
Order No. 05-584, which states (at 12 and 59) that standard avoided costs serve as the starting
point for negotiations with large QFs. Idaho Power uses different inputs, and a different

approach, to calculate standard avoided cost rates for small QFs in Oregon than would be used
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under the IPUC-approved method for large QFs. The Idaho method determines the difference in
present value of revenue requirements, over the lifetime of the QF contract, between 1) the
utility’s “base case” resource plan and 2) a modified resource plan that includes the QF resource,
with its costs set to zero, and associated adjustments to the amount or timing of other new
resources. Also, the IPUC allows the company to update IRP data such as forecasted prices for
natural gas to calculate avoided cost rates for large QFs. See Idaho Public Utilities Commission
Order No. 26576 (Case No. IPC-E-95-9); Staff/2300, Schwartz/16-17.

Deviations From Standard Rates and Contract Pre-approval

Staff agrees with Weyerhacuser-ICNU that the utility should explain in writing the reason
for any modifications of standard avoided cost rates when it is negotiating non-standard QF
contracts. However, staff does not agree with Weyerhaeuser-ICNU that the utility should
identify modifications to the standard confract. Instead, the utility should simply comply with
the negotiation guidelines the Commission adopts in its order in this phase of Docket UM 1129.
The standard contract is specifically designed for small QFs, not large QFs. At the same time,
negotiated QF contracts should not impose terms and conditions beyond what is standard
practice for the utility’s other power transactions. See Weyerhaeuser-ICNU/300, Beach/5-6, 23-
24; Staff/2300, Schwartz/13.

PGE asserts that requiring the utility to state in writing the reason for any deviations from
standard avoided cost rates, including their quantitative basis, would be one-sided and
“unwieldy” given the dynamic nature of bilateral negotiation. See PGE/500, Kuns-Sims/6.
Instead, PGE proposes that the Commission approve each non-standard QF contract. See
PGE/400, Kuns-Sims/2, 13; PGE/500, Kuns-Sims/6-7.

Staff disagrees with PGE that each large QF contract be contingent on Commission
approval. Moreover, the Commission already decided this issue in Order No. 05-584 at 56. See

Staff/500, Breen/3; Staff’s Phase I Opening Brief at 11; and Staff/2300, Schwartz/14. Staff
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continues to support written justification for adjustments to standard avoided cost rates for non-
standard contracts.
Green Tags

The Commission has previously determined that the avoided costs paid under PURPA
contracts do not convey the Tradable Renewable Certificates, or green tags, associated with
generation from renewable resource QFs. See Order No. 05-1229 (Docket AR 495). However,
the utilities can negotiate ownership of the green tags, and associated tag payments, when
negotiating PURPA contracts for QFs over 10 MW. A constraint on PGE and PacifiCorp in this
regard is that the total contract cost that goes into rates must not include the “above market”
costs of new renewable resources. See ORS 757.612(3)(g). To the extent acquiring the green
tags would be an above-market cost for the utility, the Energy Trust of Oregon (ETO) may
provide support. See ORS 757.612(3)(d). The utility should consider the value of owning the
green tags to mitigate the risk of potential Renewable Portfolio Standard (RPS) requirements in

the future. See Staff/1800, Schwartz/15.

e. Re&z}rdin PacifiCorp’s Schedule 38 for Qualifying Facilities larger than 10
MW, are the procedures for negotiating avoided costs, schedules for
negotiations, and the information to be exchanged by PacifiCorp and the
Qualifying ﬁacillty reasonable?

Staff finds the provisions in PacifiCorp Schedule 38 generally to be reasonable, with the
following exceptions. First, references to pricing options for QFs over 10 MW (fixed, deadband
or gas indexed) are premature, as the Commission is addressing this issue in the current phase of
this proceeding. Second, the utility should not require that interconnection studies be completed
prior to providing the QF with a draft power purchase agreement. Currently, the utility controls
the timelines for interconnection studies for QFs and may be the source of delays.1 Also, it takes

time to resolve issues once the QF has the draft power purchase agreement.

! Staff has begun work on a rulemaking to implement uniform interconnection technical
standards, procedures (including timelines) and agreements for Oregon electric companies,
pursuant to the Commission’s objectives and the Energy Policy Act of 2005. See Staff/2100,
Dougherty/6.
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Third, the taniff should specify timelines for providing a final draft agreement after the
utility has received all the information it needs to do so, as well as for providing the final
executable agreement after parties are in full agreement on terms and conditions. Staff
recommended timelines for these events for standard contracts in a previous phase of Docket
UM 1129. Finally, parameters and guidelines for negotiating non-standard contracts determined
through the current proceeding should be reflected in the utilities” compliance filings following

the Commission’s order. See Staff/1500, Schwartz 59-62; Staff/1800, Schwartz/20-21.

f. Can the utilities adjust the avoided cost calculations for Qualifying Facilities over
10 MW based on factors that have not been approved by the Oregon Public
Utility Commission?

Staff agrees with Weyerhaeuser-ICNU that the utility should not be allowed to make
adjustments to standard avoided cost rates for QFs larger than 10 MW other than those approved
by the Commission. Staff reads the FERC rules on adjustment factors as specifying all the
factors that can be taken into account. In other words, it is an all-inclusive list. PacifiCorp
disagrees. See PPL/407, Griswold/11-12.

Further, the Oregon Commission ordered a second phase of this proceeding in large part
to determine negotiation parameters and guidelines for nonstandard QF contracts, including
adjustments to standard avoided cost rates. If a utility or other party foresaw the need to address
a particular factor in determining the appropriate cost rates for these contracts, they should have
raised the issue in this proceeding for a Commission decision. See Weyerhaeuser-ICNU/300,
Beach/24: Staf/1800, Schwartz/15-16.

Staff disagrees with PacifiCorp that rate cases provide a venue for the Commission to
review adjustments to avoided cost rates that it did not previously approve and that result in
Jower cost QF contracts. It is unlikely the Commission would review during a rate case whether
a downward adjustment to avoided cost rates for a QF contract was appropriate, and then seek to

increase the prices established in the executed QF contract and add that customer rates. See

PPL/404, Griswold/11; and Staff/2300, Schwartz/13-14.

Page 15 - STAFF’S OPENING BRIEF — Phase II, Track 1I Proceeding

MTW/nal/GENQ3534
Department of Justice
1162 Court Street NE
Salem, OR $7301-40906
(303} 378-6322 / Fax: {503) 378-3300



oo 1 &y

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

2. In the event of the inability of a QF to establish creditworthiness, determination of
an appropriate amount of default security to be required.

Staff basically proposes the same standard for large QFs who are unable to establish
creditworthiness as staff recommended for QFs eligible for a standard contract. See Staff/2000,
Morgan/2; Staff/2500, Morgan/2; Order No. 05-584 at 45. Staff believes its proposal is

acceptable, or not objectionable, to the parties.

3. Further exploration of how the calculation of avoided cost should reflect the nature
and quality of QF energy. Specifically:

a. How should firm vs. non-firm commitments and integration of intermittent
resources affect the calculation of avoided costs? [Order No. 05-584 at 39]

Staff discussed the effect of firm vs. non-firm commitments on the calculation of avoided
costs under Issue (1)(b) above. See aiso Staff/1900, Chriss/2-4; Staff/2400, Chriss/4-6.

Regarding integration costs” for intermittent resources, staff first recommends that
standard avoided costs not be adjusted for such costs. The methodology the Commission
adopted in Order No. 05-584 for calculating standard avoided costs is a reasonable estimate of
the costs the utility will avoid by purchasing from the small QF, even taking mto account
integration costs. Actual costs the utility avoids for a particular project may be higher or lower
than the estimates. The benefits of the small QF vs. the utility’s proxy plant, as well as any
higher costs, are not taken into account for standard contracts. For example, wind generation
offers benefits such as fuel diversity and reduction in emission costs that are not captured in
standard avoided cost rates. Further, integration costs for adding a 10 MW wind project to
PacifiCorp’s system, for example, are less than a dollar per MWh for imbalance costs and near
zero for reserve requirements. See Staff/600, Schwartz/3,7; Staff/601, Schwartz/1-4; and

Staff/1800, Schwartz/23.

? “Integration” means accommodating the variable generating output of intermittent resources,
such as wind, in the utility system to meet retail load and long-term firm sales obligations.
Integration costs cover regulation — using automatic generation control to control system voltage,
load following — ramping dispatchable generators up and down, and altering unit commitment on
an hourly or longer basis. See Staff/1800, Schwartz/22.
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For larger wind projects, however, staff recommends that avoided cost rates be adjusted
for integration cost estimates based on studies conducted for the company’s system. Idaho
Power and PacifiCorp concur. See Idaho Power/400, Gale-Allphin/15; PacifiCorp/404,
Griswold/12-14. PGE simply states that large QFs using intermittent resources should be priced
in a manner consistent with avoidable costs for a particular supply with comparable uncertainty
about timing and power delivery. See PGE/400, Kuns-Sims/15.

Consideration of these costs appears to fit under the FERC adjustment factors described
in 18 C.E.R. § 292.304(e)(2)(iv): “The individual and aggregate value of energy and capacity
supplied from qualifying facilities on the electric utility’s system,” and in 18 C.F.R. §
292.304(e)(3): “The relationship of the availability of energy or capacity from the qualifying
facility ... to the ability of the electric utility to avoid costs, including the deferral of capacity
additions and the reduction of fossil fuel use.” See Staff/1800, Schwartz/22.

Staff recommends the Commission require the utilities to base first-year integration costs
on the actual level of wind resources in the utility control area, plus the proposed project.
Integration costs from years two through five of the contract should be based on the expected
level of wind resources in the control area each year, including new resources the utility expects
to add through its resource planning and acquisition processes. Integration costs should be fixed
at the year-five level, adjusted for inflation, for the remainder of the life of the wind projects.
See Staff/1800, Schwartz/22-28; Staffi2300, Schwartz/18.

PacifiCorp misconstrues staff’s testimony on integration costs. See PPL/407, Griswold/7.
Staff is not recommending a project-specific approach, as PacifiCorp implies. Instead, staff
recommends that the Commission not allow the utilities to use a long-term planning target as the
basis fo;’ determining its integration costs. Rather, the utilities should base integration costs on
the actual amount of wind and other intermittent renewable resources within the control area

today, plus the amount of these resources the utility expects to acquire through its resource
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planning and acquisition processes over the next five years. Planned resource actions beyond
five years are unreliable.

For example, PacifiCorp should not use the $4.64 per megawatt-hour integration cost it
proposes. See PPL/404, Griswold/14. That is because this estimated cost is based on mtegrating
one thousand megawatts of wind resources within a control area, not the actual, low level of such
resources in each of its control areas today serving PacifiCorp customers — 41 MW on the West
side and 140.5 MW on the East side. Integration studies, including the one that PacifiCorp
conducted for its 2003 IRP and updated for its 2004 IRP, have shown that integration costs are
low at low wind penetration levels and rise as the amount of wind on the system increases,

PacifiCorp estimated the imbalance cost for integrating wind resources on the West side
of its system at only about a dollar per megawatt-hour at wind penetration levels of about 200
MW. Imbalance costs are even lower on the East side of its system. Further, the modeling used
to estimate these imbalance costs did not account for changes in the dispatch of hydro resources
that can reduce imbalance costs. The incremental reserve requirements for integrating several
hundred megawatts of wind in each control area are minimal. See Staff Exhibit 601; Staff/1800,
Schwartz/25-28; Staff Exhibit 1802.

An alternative to staff’s recommendation to base integration costs on existing wind
penetration levels plus planned wind additions over the next five years is to base those costs only
on the current level of wind resources within each control area, assuming the large wind QF
comes on line. In other words, the utility would not take into account the amount of its planned
wind acquisitions over the next five years. This would be consistent with standard ratemaking
practice to use only known and measurable loads and resources when setting cost-of-service
rates. This assumption also may be reasonable if the federal production tax credit is not
extended in a timely manner or if there is a prolonged scarcity and high prices for wind turbines.

Staff did not recommend this alternative because the utilities’ acknowledged IRPs put

them on a path to acquire sizable levels of wind resources. Therefore, staff’s recommendation
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strikes a balance between each utility’s current wind penetration level and planned acquisitions.
The other options staff considered, based on the midpoint in integration costs or in installed
capacity, would not provide as accurate an estimate as staff’s proposal. These options also do
not address uncertainty related to resource actions beyond five years. See Staff/1800,
Schwartz/27-28; Staff/2300, Schwartz/17-18.

Staff recommends three additional considerations regarding estimates for integration
costs for large wind QFs. First, if the QF chooses to contract for integration services with a third
party, the utility should make no downward adjustment in avoided cost payments due to
integration costs. Second, the utility should use the most recent integration cost data available,
consistent with its evaluation of competitively bid and self-build wind resources. Third, analysis
of incremental reserves costs associated with integrating intermittent resources needs refinement.
The utilities should compare the reserves costs for the wind QF with the reserves costs of the
utility proxy plant and adjust avoided cost payments to large QFs based on the difference in
reserves costs between the two types of facilities. That is because the utilities are not paying QFs
for reserves through avoided cost rates. Both the QF and the proxy utility plant would pose
additional costs for reserves. See Staff/1800, Schwartz/24-26.

The Public Service Commission of Utah already has determined that PacifiCorp
overstates wind integration costs. The Utah Commission adopted an integration cost of $3 per
megawatt-hour at this time. See Staff/1800, Schwartz/26-27.

Finally, staff recommends that a utility may negotiate scheduling requirements for
deliveries from a large QF. For example, PacifiCorp states that energy supplied by a QF under a
day-ahead schedule qualifies as a firm product if the contract obligates the QF to deliver a
specified minimum quantity of energy to the Company and the QI meets the day-ahead
schedule. See Staff/2300, Schwartz/15; Staff/2301, Schwartz/6-7.

1/
1
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b. Costs and contractual provisions necessary to address purchases from QF
projects that are located outside the utility’s control area

Other than one matter, this Issue has been effectively settled. See, e.g., Staff/2200,
PPL/405, PPL/406 and PPL/409. The one remaining area of concem relates to PacifiCorp’s
off-system contract. See PPL/406. Staff originally recommended that if a QF delivers energy in
excess of actual net output during the settlement period (“Surplus Delivery”™®), the utility should
pay the QF the off-peak price for it. See Staff/2200, Brown/6. PacifiCorp objected to staff’s
recommendation, arguing it would create an incentive for a QF to “game the system.” The
company stated that the QF could purposefully schedule more energy than it could deliver,
purchase the deficit at the OATT price, and be compensated for the Surplus Delivery at
PacifiCorp’s off-peak tariff rate which, due to prevailing market conditions, could be higher than
the OATT price. See PPL/409, Griswold/3-4.

In response to PacifiCorp’s objection, we clarify that staff’s recommendation is that the
QF be compensated for Surplus Delivery at the non-firm off-peak spot price, which reflects the

market value at the time of delivery.

4. Further exploration of a Mechanical Availability Guarantee (MAG). For example,
are avoided cost prices affected by a Mechanical Availability Guarantee?

“Mechanical availability” is the percentage of time that the facility is actually producing
net output energy, compared to the total amount of time that the facility could have produced net
output energy had all turbines been fully operational. Inadequate or excessive wind, force
majeure and scheduled maintenance are examples of events that are deducted from the amount of
time that the facility could have produced energy. See PPL/404, Griswold/17.

Avoided cost prices are not affected by the MAG, a performance standard for intermittent
resources such as wind and run of the river hydro. A MAG only affects payments to the QF to

the extent it does not meet its contractual commitments under the MAG. Such a performance

* PPL/406, Griswold/W-1.
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standard would reinforce the Commission’s previous order that intermittent and non-intermittent
resources should be valued equally, and that intermittent resources should receive full avoided
costs for deliveries under a standard contract. See Order No. 05-584 at 28; Staff/1000,
Schwartz/24-32; Staff/1800, Schwartz/29-31; PPL/404, Griswold/15.

Staff recommends the Commission require the utilities to include a MAG in standard
PURPA contracts for firm supply commitments. Contracts for non-firm supply commitments
should not include a MAG. See Staff/100, Breen/18-19; Staff/500, Breen 13-15; Staff/1000,
Schwartz/25-32; Staff/1800, Schwartz/29-30.

PacifiCorp recommends that power purchase contracts for intermittent QFs, regardless of
size, include a MAG. In other words, the MAG should apply both to standard and non-standard
contracts for QFs that rely on wind and run of the river hydro. See PPL/407, Griswold/1. The
company states that its MAG approach recognizes that QFs relying on intermittent resources
cannot accurately forecast generation output months in advance, and therefore holds the QF to
performance it can control — the mechanical availability of its turbines. Without the MAG, the
company would have less confidence in the QF's minimum annual output, because the QF would
have less incentive to invest in the reliability and maintenance of the turbines. See PPL/404,
Griswold/15-19.

While PGE states that “[tJhe MAG may ... be used in standard contracts (<10 MW),” the
company prefers to retain its Minimum Net Output provision in lieu of a MAG. PGE contends
that neither provision will produce more or less power for a particular site because the only way
a standard contract QF maximizes revenues is to maximize energy output. See PGE/400, Kuns-
Sims/19; PGE/500, Kuns-Sims/10.

Staff and PacifiCorp disagree with PGE’s reasoning. The delivery commitment under &
MAG is based on fixed percentages of the QF’s full output when wind and water are available,
except for excused events such as too much or too little wind, scheduled maintenance and force

majeure. Under the currently approved standard contracts, QFs base their minimum delivery

Page 21 - STAFF’S OPENING BRIEF — Phase II, Track II Proceeding

MTWimal/GENQ3534
Department of Justice
1162 Court Street NE
Salem, OR 97301-4096
(503) 378-6322 / Fax: (503) 378-5300



(O T - TS o

eI e B oY

10
11
12
13
14
15
16
17
I8
19
20
21
22
23
24
25
26

obligation on the output predicted under worsi-case motive-force conditions. A MAG gives the
QF an additional incentive (avoidance of a penalty) to maximize availability, compared to an
obligation based on worst-case wind or water conditions. Further, a MAG would avoid disputes
over determination of the QF’s minimum delivery obligation and mitigate many of the concerns
related to weather, long-range resource forecasting, and default and damage provisions that
parties have raised throughout this proceeding. See Staff/1800, Schwartz/29; PPL/404,
Griswold/15-19,

PacifiCorp proposed use of a MAG for the 17.5 megawatt Schwendiman PURPA wind
project in Idaho. Staff finds the proposed MAG for this project to be a reasonable template. See
Staff/1000, Schwartz/25-26; Staff/1800, Schwartz/30-32.

Oregon Department of Energy (ODOE) supports the recommendation by staff and
PacifiCorp that the Commission require the utilities to include a MAG in standard contracts for
intermittent resources such as wind and run of the river hydro. However, ODOE is concerned
that PacifiCorp’s proposed MAG for the Schwendiman project does not adequately address
potential unscheduled maintenance. ODOE therefore recommends that the Commission adopt
one of two options for standard contracts for QFs 10 MW or less: 1) set the guarantee for
mechanical availability at 65% to accommodate unscheduled maintenance events due to
significant delay by third-party vendors or suppliers to provide the needed parts of service, or 2)
excuse delays caused by third-party vendors as an exception to delivery under a MAG. See
ODOF Exhibit No. 10, Keto/1-2. If the Commission is inclined to address this concern, staff
recommends ODOE’s first option, i.e. reducing the required mechanical availability level.

For non-standard PURPA contracts, staff recommends the utility and QF negotiate
whether to incorporate a MAG or a minimum delivery obligation. Both PGE and PacifiCorp
have used a MAG for non-PURPA negotiated wind contracts. In addition, PacifiCorp revised its
generic power purchase agreement for its Request for Proposals (REFP) for renewable resources

to incorporate a MAG based on annual guaranteed availability. See PacifiCorp’s March 21,
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2006, filing to amend RFP 2003-B (Docket UM 1118), Appendix E-1, Section 6.12

(http://www.pacificorp.com/File/File63013.pdf). It likewise is reasonable for utilities and QFSs to

negotiate MAGs for non-standard PURPA contracts. See Staff/1800, Schwartz/32-33;
Staff/1801, Schwartz/1-3.

PGE notes that a MAG is one of a variety of options that may be useful in non-standard
contracts for large QFs as an incentive to assure that production capability is maintained over the
life of the power purchase agreement. The company also sees the MAG’s value for monitoring
QF availability. PGE states, “The MAG incents the QF to maintain the facility in working order
and provides the utility information about the project’s on-going viability and potential
production.” See PGE/400, Kuns-Sims/19. Staff finds the reasoning here to apply equally well

to small QFs eligible for standard contracts.

5. Further exploration of market pricing options and alternatives to using nameplate
capacity to determine the size of a QF project for standard contract eligibility
purposes, including:

a. Should PacifiCorp offer a market pricing option? [Order No. 05-584 at 35]

While the Commission did not direct PacifiCorp in its Order No. 05-584 to offer a
market-indexed pricing option for standard contracts, it would be appropriate for PacifiCorp to
do so. Staff/1900, Chriss/5. Staff offered some suggestions for how PacifiCorp should structure
such an option. See Staff/1900, Chriss/5-6. Staff further showed that PacifiCorp’s professed
concern about the volatility of the market is inconsistent with the fact that the company currently
has two Commission-approved market-based options. See Staff/2400, Chriss/7-8.

Pricing Options Sfor QFs Larger Than 10 MW

The Commission should not require the utilities to offer QFs larger than 10 MW the
pricing options made available to smaller QFs under Order No. 05-584 (at 34-35). At the same
time, the Commission should not preclude the utilities from offering such‘options during their
negotiations with the larger QFs. Staff/1900, Chriss/7-9; Staff/2400, Chriss/2. Staff’s

recommendation is reasonable for two primary reasons: (1) it allows the utility to refuse to offer
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such an option when it would be inappropriate to do so, and (2) it similarly allows the QF to keep

its pricing options open during the negotiation process. Id.

b. Provide clear definition of “nameplate capacity” if that is retained as basis for
defining eligibility for standard contracts and avoided cost rates.

The parties have settled this issue. See PPL/408, Griswold/11 {Stipulation) and
Staff/1800, Schwartz/34.

6. Cap on amount of defaulf losses that can be recouped, pursuant to future QF
contract payment reductions.

Staff recommends that the Commission not impose a limit, or cap, on the default losses
that may be recouped from a large QF. Staff’s recommendation is reasonable because of the
potential risks to a utility and its ratepayers associated with the default of a large QF, the fact that
a large QF generally has greater financing flexibility than does a small QF, and the need to offer
an incentive (albeit a negative one) to keep a large QF from inappropriately abandoning its
project. See Staff/2000, Morgan/3; PGE/400 at 20.

7. Liability insurance for QFs with a design capacity at or under 200 kW.

In direct testimony on this issue, Staff points out that utilities should not be allowed to
mandate Hability insurance coverage for QFs at or under 200 kW for four reasons. These
reasons are:

1. Potential costs and relative risk compared to net metering facilities;
2. Low nsk;

3. Actions by other jurisdictions; and

4. Indemnification.

Potential costs and relative risk compared to net metering facilities — ORS 757.300(4)(c)

prohibits utilities from requiring net metering facilities to purchase additional liability insurance.
So although a 25 kW net metered producer is not required to maintain additional insurance under
the net metering statute, a small QF producing 30 kW under a PURPA power purchase
agreement would need to maintain a certain level of liability insurance if the Commission

allowed the utilities to mandate coverage. This is of particular concern since the utilities
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proposed in Phase I of this docket to mandate insurance for all size QFs. Even though the risks
would not be appreciably different between the two facilities, the operating expense for the 30
kW QF could potentially be significantly higher because of insurance costs. This added cost
may create a financial hardship on the small QF, preventing it from operating in an economical
manner.

Additionally, Staff witness Lisa Schwartz testified that the 2005 Legislature in Senate
Rill 84 gave the Commission the authority to increase the net metering eligible facility size for
PGE and PacifiCorp. See Staff/1500, Schwartz/4. In many states, the eligible facility size for
net metering is at or above 100 kW. See Staff/2101, Dougherty/1-6. If the Commission, as a
result of a rulemaking, was to increase the size of net metering facilities to 200 kW, there could
be disparate treatment concerning liability insurance requirements for net metering facilities and
those for small QFs up to 200 kW. If the size of net metering facilities is increased, a larger net
metering facility would not be required to maintain liability insurance, while a smaller QF under
a PURPA purchase power agreement would have to show proof of insurance.

As aresult of the high cost of insurance as compared to potential revenues, insurance
costs would be a barrier to the development and ongoing operations of very small QFs,
especially small wind and run of the river QFs. In Staff’s rebuttal testimony, there are six
illustrative scenarios where the estimated cost of insuraﬁce equals or exceeds the possible
revenues a small QF would receive under Idaho Power’s Oregon Schedule 85. See Staff/2600,
Dougherty/3. Additionally, the Oregon-allocated liability insurance costs of each of the three
electric utilities are all under one percent of Oregon revenue, as compared to small QFs whose
insurance costs would range from approximately 6.4 percent to 241 percent of revenue based on
Staff’s illustrative scenarios. See Staff/2600, Dougherty/3. The insurance cost/revenue ratio for
a very small QF is most likely restrictive when other operating expenses (e.g., labor, benefits,
materials, utility expenses) and interest expenses are added to the total costs that a QF would

likely be confronted with in its development and ongoing operations.
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Low risk - Staff witness Jack Breen pointed out that “no utility was able to provide an
example where it was liable for damages because of the actions of a QF.” See Staff/100,
Breen/10. Staff was able to substantiate this information from two other sources, the American
Wind Energy Association and Bergey WindPower Company. See Staff/2100, Dougherty/5-6.

Idaho Power argued in its UM 1129 Opening Brief that it was aware of several instances
on its system where QFs have maintained dangerous conditions that could have resulted in
serious personal injury or property damage.” However, Idaho Power failed to provide any
information about these instances. Idaho Power also stated that it has received approval from the
Idaho Public Utility Commission (IPUC) for 71 QF contracts.” The sheer number of QF
contracts, coupled with the fact that Idaho Power has been unable to provide an example where it
was liable for damages because of the interconnection actions of a QF, indicates a low level of
risk resulting from the operations of a small QF. Additionally, the Commission has no records to
support Idaho Power’s claim about several potential dangerous situations concerning QF
interconnections with the Idaho Power system.

In direct testimony, Staff refers to various industry standards that have been issued in
recent years that address “islanding,” safety, and damage prevention. To date, these standards
have not been adopted in the Commission’s Oregon Administrative Rules; however, a
forthcoming rulemaking docket staff will propose to establish uniform interconnection standards
pursuant to the Commission’s objectives and requirements in the Energy Policy Act of 2005.

See Staff/2100, Dougherty/5-6.

In testimony, Staff pointed out that if a claim is made against a QF that does not carry
insurance, customers would likely not be paying higher levels for any uninsured losses related to
small QFs than they are currently paying in rates. This is because there is no history of reported

injuries or liability claims against a QF and also because substantial insurance costs, including

4 UM 1129 Opening Brief of Idaho Power Company, December 24, 2004, page 14.
> UM 1129 Opening Brief of Idaho Power Company, December 24, 2004, page 13.
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uninsured losses, are already included in rates. Additionally, during a rate case investigation,
Staff would closely examine any liability related cost resulting from purchases from small QFs to
ensure that the utility aggressively pursued the indemnification clauses of the contract. The
burden would be on the utility to demonstrate that it pursued the legal remedies in the
indemnification clauses.

In addition, multi-state utilities should be required to maintain their current Oregon
allocation concerning purchased power for any potential additional expenses that could have
been covered by liability insurance.

Actions by Other Jurisdictions - In Order No. 2006 (RM02-12-000), FERC declined to

impose a generic insurance requirement on interconnections for small distributed generation
resources. In the order, FERC acknowledges that the risk of interconnecting small inverter-
based generators is low and adopted the NARUC approach that each party to the interconnection
follow state inéurance requirements. See Staff/2100, Dougherty/10. Additionally, many states
do not impose an insurance requirement of small QFs. See Staff/2100, Dougherty/11.

Because FERC, in Order No. 2006, has left insurance requirements to the states, many
jurisdictions have not placed mandatory insurance requirements on small QFs, and Oregon does
not allow utilities to impose additional insurance requirements on net metering facilities, the
decision to carry liability insurénce for the smallest QFs should not be mandated by the utilities,
but be established by each small QF as a business decision according to its needs.

Indemnification — Insurance requirements should also not be placed on QFs under 200 kW

because standard utility contracts for QFs up to 10 MW have indemnification language that state
that each party will agree to hold harmless and to indemnify against all loss, damage, fines,
penalties, expense, and liability to third persons for such instances as injury, death, or property
i

1

i
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damage.” The indemnification clauses, if pursued aggressively by the utilities, are sufficient
legal remedies and adequately protect the interest of the utility, its customers, and small QFs.

Although QFs 200 kW or smaller may decide to carry liability insurance because of
business needs, insurance coverage should not be mandated by the utilities because of the
reasons stated above (potential costs, net metering statute, low risk, actions in other jurisdictions,
and indemnification). The small QF should be able to make the business decision, according to
its needs, on how much and what type of insurance to obtain.

8. Negotiation parameters and guidelines for “simultaneous sale and purchase” QF
contract and (9.) Negotiating “net output sales” for non-standard contracts.

The parties have settled those issues. See PPL/408, Griswold/11-12 (Stipulation) and
Staff/ 1_800, Schwartz/17-19.

10. Further exploration of Staff’s role in the informal disgute resolution of QF contract
disputes. Related to that issue, what is the role of the Commission in dispute
resolutlontguring contract negotiations and during the term of the power purchase
agreement?

Staff recommends the Commission continue its policy that restricts staff from informal
involvement in dispute resolution. Staff can provide some assistance in the negotiation of non-
standard contracts by providing information about statutes, answering questions about the
consistency of a proposed action with administrative rules, and providing interpretation of
approved tariffs and Commission orders. However, staff remains concerned that going beyond
this level of assistance would compromise the appearance of its objectivity in the event a QF
files a formal complaint with the Commission over contract negotiations, or in rate case disputes
over utility administration of QF contracts. Only the Commission's formal complaint process
provides the appropriate, open forum for reviewing QF contract disputes. See Staff/1800,
Schwartz/35-36.

i

¢ Indemnification language for QFs up to 10 MW is stated in PacifiCorp’s PPA Section 12; Idaho
Power’s PPA Section X1, 11.1; and PGE’s Schedule 201, Qualifying Facility Power Purchase
Information, Section 11.

Page 28 - STAFF’S OPENING BRIEF — Phase II, Track II Proceeding

MTWmal/GENQ3534
Department of Justice
1162 Court Street NE
Salem, OR 973614096
(503) 378-6322 / Fax: (503) 378-530G



e FY R O

Lol e RS .~ A |

10
11
12
13
14
15
16
17

18

19
20
21
22
23
24
25
26

11. Should competitive bidding be used to set pricing for Qualifying Facilities greater
than a certain size (e.g., larger than 100 MW) if the utility has recently completed an
RFP, or a bidding process is in progress or imminent? If so, how?

PacifiCorp proposed this issue in Docket UM 1182 (competitive bidding). The issue was
subsequently moved to this proceeding.

Conceptually, staff agrees with PacifiCorp that competitive bidding could be used to set
pricing for QFs larger than 100 MW. In fact, the Commission envisioned the potential for doing
so in its 1991 order on competitive bidding. See Order No. 91-1383, Appendix II. To the extent
that recent utility RFPs have informed the proxy plant characteristics and costs used in avoided
cost filings, competitive bidding may already have been used to inform avoided cost rates based
on the utility proxy plant.

Using competitive bidding directly for setting avoided costs for cogeneration QFs over
100 MW’ during the resource deficiency period may be reasonable. However, it raises issues
related to timing and type of RFP that would be used, which winning bid(s) to use as the basis
for negotiations, and having different avoided cost methodologies for large vs. very large QFs.
See Staff/1800, Schwartz/40-43.

Cofnpetitive bidding should not be used to determine avoided costs during the resource
sufficiency period. The appropriate avoided costs during that period are on- and off-peak
forward market prices in the utility’s approved utility avoided cost filing. See Order No. 05-584
at 2‘8; Staff/1800, Schwartz/41.

Staff finds unreasonable PacifiCorp’s proposal to provide no capacity payment to QFs
larger than 100 MW unless the utility selects them through an RFP process. See PPL/404,
Griswold/24-25; PP1/407, Griswold/2. PacifiCorp states that if it is not in the midst of a

competitive bidding process, it is in a capacity-sufficient position, and therefore it would not be

‘prudent to acquire and pay for capacity. See Staff/2301, Schwartz/10-11.

7 PURPA limits small power production facilities such as wind plants to 80 MW or less; there
are no size limits for cogeneration facilities under PURPA.
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The company confuses the issue. The utility likely will be resource-deficient at some
point over the QF contract term. Therefore, the company will need capacity resources beyond
those it acquired in its latest RFP.

Further, providing no capacity payment to QFs larger than 100 MW unless the utility
selects them through an RFP process would run counter to previous Commission decisions. The
Commission determined in Phase I of this proceeding that QFs have capacity value even during
the utility’s resource sufficiency period, and that forward market prices appropriately reflect both
the energy and capacity value of a QF during this period. See Order No. 05-584 at 27-28;
Staff/1800, Schwartz/43-45. The Commission upheld the utility proxy plant method for
determining avoided costs during the utility’s resource deficiency period, including the QF’s
capacity value. Capacity value is included only in on-peak prices, and these prices are based on
the QF’s value relative to the utility proxy plant with consideration of the FERC adjustment
factors in 18 C.F.R. § 292.304(e).

In addition, federal PURPA requires the utility to purchase “any energy and capacity”
that is “made available” to it by a QF, at rates equal to the utility’s avoided cost. See
Weyerhaeuser-ICNU/300, Beach/29.

Staff views competitive bidding as a tool to determine the appropriate price for capacity
during the utility’s projected deficiency period. The utility may make a filing following a
competitive bidding process to adjust both its projected resource sufficiency period and to update
avoided costs based on bidding results. See Staff/2300, Schwartz/19-20.

Weyerhaeuser-ICNU assert that staff has changed its position on frequency of avoided
cost filings. See Weyerhaeuser-ICNU/304, Beach/14-15. Staff responds that its proposal is
consistent with Order No. 05-584, which states (at 29): “We encourage parties to notify the
Commission when it may be appropriate to review avoided cost rates between filing deadlines.”
Further, Oregon’s PURPA rules provide that the Commission may allow a utility to file new

avoided cost data during the two-vear filing period to “reflect significant changes in
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circumstances.” See OAR 860-029-0080(7). As Weyerhaeuser-ICNU note, Order No. 05-584
also provides for parties other than utilities to notify the Commission when it may be appropriate

to review avoided costs between filing deadlines.

12. Do provisions of the Energy Policy Act of 2005 affect the rules regarding new
contracts with Qualifying Facilities? Specifically, should an Oregon electric
company be required to enter into a new contract with a Qualifying Facility that is
located in the service territory of an electric utility that has been relieved by FERC
of a mandatory purchase obligation under PURPA?

This issue was proposed by PGE. Staff concludes that the Energy Policy Act (EPAct) of
2005 requires changes to the Commission’s rules related to QFs. Specifically, rules defining
eligible cogeneration facilities should be changed to reflect new efficiency requirements, and
references to limitations on utility ownership of QFs should be removed. EPAct 2005 also
allows a utility to apply to FERC for an exemption from its mandatory purchase obligation under
federal PURPA law. Staff concludes that is a matter of federal, rather than state, jurisdiction.
Therefore, the Commission need take no action. However, it may wish to modify its rules to
recognize the federal provision for a utility to receive such an exemption. See Staff/1800,

Schwartz/38. Staff will propose rules following conclusion of this docket.

13. Is it appropriate to consider the effect of debt imputation issues resulting from new
accounting rules on avoided costs, and if so, how?

Staff recommends the Commission not allow a utility to include in its avoided cost
calculations the alleged additional cost a utility incurs for increasing the equity component of its
capital structure to “balance” the alleged “debt costs” (i.e. imputed debt) arising from the use of
QF “purchase power agreements” (PPAs). Staff makes its recommendation for two primary
reasons: (1) there is no reliable method to quantify the alleged impact of a PPA on a utility’s cost
of equity; and (2) if such an impact can be shown, the proper place to account for it is in the
utility’s next rate case. See Staff/2000, Morgan/5-11; Staff/2500, Morgan/3-13.

As to the first point, a utility may have multiple PPAs with varying maturities and

contract terms. Further, there are many variables that impact a utility’s risk and,
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correspondingly, its cost of equity. Thus, quantification of the impact of a PPA on a utility’s cost
of equity necessarily involves a comprehensive analysis of the many costs, risks and benefits that
comprise a utility’s capital structure. Staff/2000, Morgan/5-7.

A utility’s cost of debt is calculated using its embedded costs. As such, unless a utility
issued a new debt instrument as a result of a PPA, there is no reason to assume its embedded cost
of debt would change. Staft’2000, Morgan/6.

Simply stated, a utility’s cost of equity is derived from a sample group of comparable
companies, which presumably also operate with PPAs. As such, like the cost of debt, it is
difficult to accept that a particular utility’s cost of equity must increase as a result of a specific
PPA. Staff/2000, Morgan/7.

Finally, staff observes that if a utility could ever show a direct, definitive impact of a PPA
on its cost of capital, the utility could always raise this as an issue in its next rate case.
Staff/2000, Morgan/10. See also Weyerhaeuser-ICNU/300, Beach/17-19; Weyerhaeuser-
ICNU/304, Beach/9-13.

14, How shall the standard form contracts for off-system QFs of PacifiCorp and PGE
address where title to the power changes hands? Development of terms for standard
off-system QF contracts, and development of negotiation parameters and guidelines
for nonstandard off-system QF contracts to address issues related to the transfer of
title to off-system power.

Except for the matter discussed under Issue 3(b), the parties have settled all areas of
dispute under this issue. See Staff/2200, PPL/405, PPL/406 and PPL/409.
i/
i
i
i
i
i
i/
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1 IV. Conclusion
2 For the reasons stated, the Commission should adopt staff’s recommendations for all

3 remaining disputed issues. #\
DATED this ?/ day of June 2006.
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Attachment A

Staff’s Proposed Guidelines for the Negotiation of QF Power Purchase Contracts

(QFs 10 MW or Larger)

Contract Length

I.

QFs have the unilateral right to select a contract length of up to twenty years for a
PURPA contract. The contract length selected by the QF may impact other
contractual issues, including, but not limited to, the avoided cost determination with
respect to that QF.

* Firm versus Non-Firm Commitments

2.

The QF should be considered as providing firm power if sanctions for noncompliance
in the contract provide energy or capacity pursuant to a legally enforceable obligation
for the delivery of a specified amount of energy or capacity over a specified term.

An “as available” obligation for delivery of energy and capacity should be treated as a
non-firm commitment.

The utility and the QF may negotiate the time periods when the firm QF may
schedule outages and the advance notification requirement, using provisions in the
utilities’ partial requirements tariffs as guidance.

A firm QF should be required to make best efforts to meet its capacity obligations
during utility system emergencies.

A utility may negotiate scheduling requirements for deliveries from a firm QF.

For wind and run of the river hydro projects under a firm supply commitment, the
utility and the QF should negotiate whether to incorporate a Mechanical Availability
Guarantee. Contracts for non-firm supply commitments should not include a
Mechanical Availability Guarantee.

Calculation of Avoided Costs

8.

For QFs larger than 10 MW, Idaho Power may use the modeling methodology
approved by the Idaho Public Utilities Commission for calculating avoided costs for
large QFs. However, the Company must incorporate stochastic analysis of electric
and natural gas prices, loads, hydro and unplanned outages. The avoided costs
determined through this modeling method serve as the starting point for negotiations
instead of the filed 20-year avoided costs for standard QF contracts. Unless
specifically excluded, Idaho Power must comply with all other requirements set forth
by the Oregon Commission for negotiating PURPA contracts and avoided cost rates
with large QFs.

For PacifiCorp and Portland General Electric, the yearly avoided costs approved for
the 20-year period serve as the starting point for negotiations for firm QFs.
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Any net costs or benefits of the QF, relative to the proxy plant data in the utility’s
approved avoided cost filing, and as approved for consideration by the Commission
in adjusting avoided costs, should be taken into account in negotiating avoided cost
rates. The utility may not make adjustments to standard avoided cost rates other than
those approved by the Commission.

A QF that provides energy or capacity on a legally enforceable basis over a specified
term can choose, prior to the beginning of that term, avoided cost rates based on
either (i) the avoided costs at the time of delivery; or (ii) the avoided costs calculated
at the time the obligation is incurred. A QF that provides energy and capacity on an
“as available” basis must receive payments based on the utility’s avoided costs
calculated at the time of delivery.

When avoided cost rates are based on the avoided costs at the time of delivery, the
utilities should use current market prices,

[Applicable to PacifiCorp and PGE only] Adjustments to avoided costs for
dispatchability should be made only during the utility’s resource deficiency period,
when avoided costs are based on the dispatchable utility proxy plant. Adjustments
should be made as follows:

a. Avoided cost rates should be adjusted by reducing capacity payments for the
month if the QF’s on-peak capacity factor, or “availability,” is less than the
availability of the proxy utility plant.

b. The QF should receive a higher capacity payment than is embedded in
standard on-peak rates if the QF’s on-peak performance is superior to the
utility proxy plant. The adjustment for superior QF availability should be
made relative to the availability of the utility proxy plant. However, the QF
should not receive an additional capacity payment for availability in excess of
its contract commitments.

c. To address both inferior and superior availability of the QF, relative to the
utility proxy plant, each utility will develop a sliding scale model to calculate
adjustments to capacity payments that would apply to actual monthly QF
performance during peak periods. Each utility must include such a model in
its compliance filing for this docket.

d. The utility should use stochastic modeling under various futures, such as that
used in Integrated Resource Planning, to address the reduced value of a “24-
7 natural gas-fired combined heat and power facility, relative to the
dispatchable utility proxy plant.

14. A utility may de-rate a QF’s capacity if it falls below the contracted level until the QF

can demonstrate its ability to provide a higher level of capacity. However, such a
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provision should not prevent the utility from seeking damages in the event market
prices during the non-performance period are higher than the QF contract price, and
reduced payments to the QF for reduced availability are insufficient to keep the utility
whole.

Dispatchable QFs should receive fixed capacity payments (in dollars per kilowatt-
year) that are tied to performance during the utility’s peak period and that reflect the
avoided capacity costs of the utility proxy plant.

The utility may negotiate fixed pricing per megawatt-hour for QFs relying on
intermittent resources.

The utility may use its resource planning or production cost models to assess the
aggregate value of QFs on the utility’s system. However, the QF should receive no
more of the aggregate value than the incremental value it contributes.

The utility may use its resource planning or production cost models with stochastic
parameters to determine the value to the utility system of smaller capacity increments
and shorter lead times.

If avoided costs during the utility’s resource deficiency period are based on a natural
gas-fired proxy plant, avoided cost rates for renewable resource QFs, and combined
heat and power QFs that are more efficient than the utility proxy plant, should reflect
avoided natural gas-price risk to the extent avoided costs are not based on market
index prices.

QFs with lower line losses relative to the utility proxy plant should receive an
additional avoided cost payment based on the utility’s line loss studies. Conversely, a
QF with higher line losses relative to the utility proxy plant should receive a lower
avoided cost payment.

Transmission and distribution (T&D) system upgrades that can be avoided or
deferred as a result of the QF’s location relative to the utility proxy plant should be
eligible for an additional avoided cost payment. The utility may require load
shedding by the QF host in the case of a QF outage during certain peak hours. Any
analysis of potential T&D system savings should include projected load growth and
associated T&D needs.

Any necessary transmission upgrades to accept QF power should be separately
charged as part of the interconnection process and should not affect avoided cost
rates. However, if during low load hours the utility backs down more economic
generating resources instead of upgrading the transmission system to move the QF
power outside of a load-constrained area, avoided cost rates should be adjusted to
account for the higher cost of non-dispatchable QF power.
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Avoided cost rates for large wind QFs should be adjusted for integration cost
estimates based on studies conducted for the utility’s system, unless the QF contracts
for integration services with a third party. The utility should use the most recent
integration cost data available, consistent with its evaluation of competitively bid and
self-build wind resources. The portion of integration costs attributable to reserves
costs should be based on the difference in such costs between the wind QF and the
utility proxy plant.

The utility should base first-year integration costs on the actual level of wind
resources in the control area, plus the proposed QF. Integration costs for years two
through five of the contract should be based on the expected level of wind resources
in the control area each year, including the new resources the utility expects to add
through its resource planning and acquisition processes. Integration costs should be
fixed at the year-five level, adjusted for inflation, for the remainder of the life of the
wind projects in the control arca. The utilities are prohibited from using a long-range
planning target for wind resources as the basis for integration costs.

Energy deliveries in excess of the amount committed in the QF contract should be
valued at the non-firm off-peak market price.

For off-system QF contracts, energy deliveries in excess of the QF’S net output that
are not offset during the settlement period should be valued at the non-firm off-peak
spot price.

A utility may not adjust avoided cost rates based on its determination of the additional
cost it would incur for increasing the equity component of its capital structure due to
the debt a rating agency might impute for QF purchase power agreements.

Avoided Cost Pricing for QFs over 100 MW

28.

For QFs larger than 100 MW, competitive bidding may be used as a tool to develop
the appropriate avoided cost rates during the utility’s resource deficiency period.
However, a utility is prohibited from determining a QF provides no capacity value
simply because the utility did not select it through a competitive bidding process.
Competitive bidding should not be used to determine avoided costs during the
resource sufficiency period.

Pricing Options

29.

Utilities are not required to offer QFs larger than 10 MW the natural gas index or
market pricing options made available to smaller QFs under Order No. 05-584 (at
34-35). However, the utilities and QF may negotiate such pricing options.

Default, Security, Termination and Damages

30.

Negotiated contracts for QFs that make firm supply commitments should include
default, security, termination and damage provisions that keep the utility and its
ratepayers whole in the event the QF fails to meet its minimum net output obligation
to the utility.
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QFs unable to establish creditworthiness must provide security with terms
comparable to provisions in PGE’s or PacifiCorp’s standard QF contracts. Utilities
should take into account the risk associated with the QF based on such factors as its
size and the type of supply commitments the QF is making.

Delay of conmmercial operation should not be a cause of termination or related
damages if the utility determines at the time of contract execution that it will be
resource-sufficient as of the QF on-line date specified in the contract.

Lack of natural motive force for testing to prove commercial operation should not be
a cause of termination or related damages.

34, If a QF is terminated due to its default, the utility may require the QF wishing to

35.

again sell to the company to do so subject to the terms of the original agreement until
its end date.

Contracts for non-firm QFs should not include minimum delivery requirements,
default damages for construction delay, default damages for under-delivery, default
damages for the QF choosing to terminate the contract early, or default security for
these purposes.

Other Requirements
36. Regarding Surplus Sale and Simultaneous Purchase and Sale:'

(1) QFs may either contract with the purchasing utility for a “surplus sale” or for a
“simultaneous purchase and sale;” provided, however, that the QF’s selection of
either such contractual arrangement shall not be inconsistent with any retail tariff
provision of the purchasing utility then in effect or any agreement between the QF
and the purchasing utility;

(2) The two sale/purchase arrangements described in paragraph (1) will be available
to QFs regardless of whether they qualify for standard contracts and rates or non-
standard contracts and rates, however the “simultaneous purchase and sale” is not
available to QFs not directly connected to the purchasing utility’s electrical
system,;

(3) The negotiation parameters and guidelines should be the same for both
sale/purchase arrangements described in paragraph (1); and

! “Surplus sale” is defined as the QF’s sale to the purchasing utility of the net output of the QF generation
minus the QF host’s on-site electricity requirements, “Simultaneous purchase and sale” means the QF’s
sale to the purchasing utility of the net output of the QF generation and the purchase of the QF host’s on-
site electricity requirements from the purchasing utility under that utility’s applicabie retail sales tariff.
Under a “simultaneous purchase and sale” the QF and the purchasing utility enter into two separate
transactions.
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(4) The avoided cost calculations by the utilities do not require adjustment solely as a
result of the selection of one of the sale/purchase arrangements described in
paragraph (1), rather than the other.

[Applicable to PacifiCorp and PGE only] The utility should explain in writing the
reason for any modifications of standard avoided cost rates when it is negotiating QF
contracts.

The utility should not impose terms and conditions beyond what 1s standard practice
for the utility’s other power transactions. The Edison Electric Institute master
agreement should serve as a guide in negotiating QF agreements. However, the QF’s
unique project characteristics should be taken into account.

The utilities can negotiate ownership of the QF’s Tradable Renewable Certificates
and associated payments. However, the total contract cost that goes into rates for
PGE and PacifiCorp must not include the “above market” costs of new renewable
resources. The utility should consider the value of owning the Tradable Renewable
Certificates to mitigate the risk of potential Renewable Portfolio Standard
requirements in the future.

Utilities should provide draft and final power purchase agreements according to the
following timelines and include these timelines in tariffs for large QFs:

a. The Company will provide a draft power purchase agreement to the QF within
15 business days of receipt from the QF of all information required to enter an
agreement, as specified in the tariff.

b. The Company will respond within 15 business days to any written comments
and proposals the QF provides in response to draft agreements.

c. The Company will provide a final draft agreement to the QF within 15
business days of the Company’s receipt of any additional or clarifying project
information needed.

d. The Company will provide a final executable agreement to the QF within 15
business days of parties’ full agreement on the terms and conditions of the
draft agreement.
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HOUSTON TX 77060 VANCOUVER WA 98663
11 beraig@asc-co.com ccrowley@columbiaep.com
w CROSSBORDER ENERGY
12 ATER WYNNE LLP : R THOMAS BEACH - CONFIDENTIAL
LISA F RACKNER - CONFIDENTIAL 2560 NINTH ST - STE 316
13 ATTORNEY BERKELEY CA 94710
222 SW COLUMBIA ST STE 1800 tomb@crossborderenergy.com
14 PORTLAND OR 97201-6618
Ifr@aterwynne.com D R JOHNSON LUMBER COMPANY
RANDY CROCKET
15 BEN JOHNSON ASSOCIATES CHIEF FINANCIAL OFFICER
DON READING - CONFIDENTIAL PO BOX 66
16 6070 HILL ROAD RIDDLE OR 97469
BOISE ID 83703 randyc@drjlumber.com
17 dreading@mindspring.com
DAVISON VAN CLEVE
CABLE HUSTON BENEDICT ET AL TRION A SANGER ~ CONFIDENTIAL
18 THOMAS M GRIM ASSOCIATE ATTORNEY
ATTORNEY 333 SW TAYLOR - STE 400
19 1001 $W FIFTH AVE STE 2000 PORTLAND OR 97204
PORTLAND OR 97204-1136 ias@dvclaw.com
20 tgrim@chbh.com
DAVISON VAN CLEVE PC
CENTRAL OREGON IRRIGATION DISTRICT S BRADLEY VAN CLEVE - CONFIDENTIAL
21 STEVEN C JOHNSON 333 SW TAYLOR - STE 400
DISTRICT MANAGER PORTLAND OR 97204
22 1055 SW LAKE CT mail@dvclaw.com
REDMOND OR 97756
23 stevej@coid.org DEPARTMENT OF JUSTICE
' JANET L PREWITT - CONFIDENTIAL
24 CITIZENS' UTILITY BOARD OF OREGON ASST AG
LOWREY R BROWN 1162 COURT ST NE
UTILITY ANALYST SALEM OR 97301-4096
25 810 SW BROADWAY - STE 308 janet.prewitt@doj.state.or.us
PORTLAND OR 97205 '
26 flowrey@oregoncub.org
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DOUGLAS COUNTY FOREST PRODUCTS
MICK BARANKC

CONTROLLER

PO BOX 848

WINCHESTER OR 97495

mick@dcfp.com

HURLEY, LYNCH & RE, PC
ELIZABETH DICKSON

747 SW MILLVIEW WAY
BEND OR 97702
eadickson@hir-law.com

w

IDAHO POWER COMPANY
RANDY ALLPHIN

PO BOX 70

BOISE ID 83707-0070
rallphin@idahopower.com

KARL BOKENKAMP

GENERAL MANAGER-POWER SUPPLY PLANNING
PO BOX 70

BOISE 1D 83707-0070
kbokenkamp®@idahopower.com

JOANNE M BUTLER

PO BOX 70

BOISE ID 83707-0070
jbutler@idahopower.com

JOHN R GALE

VICE PRESIDENT, REGULATORY AFFAIRS
PO BOX 70

BOISE 1D 83707-0070
rgale@idahopower.com

BARTON L KLINE
SENIOR ATTCRNEY

PO BOX 70

BOISE 1D 83707-0070
bkline@idahopower.com

MONICA B MOEN
ATTORNEY

PO BOX 70

BOISE 1D 83707-0070
mmoen@idahopower.com

MICHAEL YOUNGBLOOD
PRICING ANALYST

PO BOX 70

BOISE ID 83707
myoungblood@idahopower.com

J R SIMPLOT COMPANY
DAVID HAWK

PO BOX 27

BOISE 1D 83707
david.hawk@simplot.com
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KAFOURY & MCDOUGAL
LINDA K WILLIAMS
ATTORNEY AT LAW

10266 SW LANCASTER RD
PORTLAND OR 97219-6305
Hnda®@lindawiliams.net

MIDDLEFORK TRRIGATION DISTRICT
CRAIG DEHART

PO BOX 291

PARKDALE OR 97041
mfidcraig@hoodriverelectric.net

OREGON DEPARTMENT OF ENERGY
CAREL DE WINKEL « CONFIDENTIAL
625 MARION STREET NE

SALEM OR 97301
carel.dewinkel@state.or.us

OREGON PUBLIC UTILITY COMMISSION
LISA C SCHWARTZ ~ CONFIDENTIAL
SENIOR ANALYST

PO BOX 2148

SALEM OR 97308-2148
lisa.c.schwartz@state.or.us

OREGON WINDFARMS LLC
GLENN IKEMOTC

PRINCIPAL

672 BLAIR AVENUE
PIEDMONT CA 94611
glenni@pacbell.net

w

PACIFICORP

LAURA BEANE

MANAGER, REGULATORY
825 MULTNOMAH STE 800
PORTLAND QR 97232-2153
laura.beane@pacificorp.com

DATA REQUEST RESPONSE CENTER
825 NE MULTNOMAH - STE 800
PORTLAND OR 97232
datarequest@pacificorp.com

MARK TALLMAN

MANAGING DIRECTOR, TRADING

825 MULTNOMAH STE 800~
PORTLAND OR 97232-2153
mark.tallman@pacificorp.com

PORTLAND GENERAL ELECTRIC COMPANRY
J RICHARD GEORGE - CONFIDENTIAL

ASST GENERAL COUNSEL

121 SW SALMON ST 1WTC1301

PORTLAND OR 97204
richard.george@pgn.com
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RICHARDSON & O'LEARY

VULCAN POWER COMPANY

1 PETER J RICHARDSON - CONFIDENTIAL MARK ALBERT
PO BOX 7218 MARKETING & REGULATCRY AFFAIRS
2 BOISE ID 83707 1183 NW WALL ST STE G
peter@richardsonandoleary.com BEND OR 87701
malbert@vulcanpower.com
3w
STOEL RIVES LLP WESTERN WIND POWER
4 JOHN M ERIKSSON - CONFIDENTIAL PAUL R WOODIN
201 SOUTH MAIN ST PRESIDENT
5 SALT LAKE CITY UT 84111 282 LARGENT LN
jmeriksson@stoel.com GOLDENDALE WA 98620-3519
6 pwoodin@gorge.net
KEVIN T FOX
ATTORNEY WEYERHAEUSER COMPANY
7 900 SW FIFTH AVENUE, SUITE 2600 ALAN MEYER - CONFIDENTIAL
PORTLAND OR 97204-1268 DIRECTOR OF ENERGY MANAGEMENT
§  ktfoxd@stoel.com 698 12TH ST - STE 220
SALEM OR 97301-4010
9 SYMBIOTICS, LLC alan.meyer@weyerhaeuser.com
BRIAN COLE, DIRECTOR
GOVERNMENT & COMMUNITY RELATIONS TOM YARBOROUGH
10 PO BOX 1088 REGIONAL ENERGY MANAGER
BAKER CITY OR 97814 MAIL STOP CH 1K32
11 bc@orbisgroup.org PO BOX 9777
FEDERAL WAY WA 98063-9777
12 THOMAS H NELSON & ASSOCIATES tom.yarborough@weyerhaeuser.com
THOMAS H NELSON
825 NE MULTNOMAH STE 925
I3 PORTLAND OR 97232
nelson@thnelson.com
14
15 o Jgpma J 0%«.&,
C
16 Neomla A. Lane
Legal Secretary
17 Department of Justice
p TR - v
18 Regulated Utility & Business Section
15
20
22
23
24
25
26
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