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I. INTRODUCTION AND SUMMARY
PLEASE STATE YOUR NAME AND OCCUPATION.

My name is Lance Kaufman. I am the principal economist of Aegis Insight. My
qualifications are included in Exhibit AWEC/101.

ON WHOSE BEHALF YOU ARE TESTIFYING?

I am testifying on behalf of the Alliance of Western Energy Consumers (“AWEC”).
AWEC is a non-profit trade association whose members are large energy users in the
Western United States, including customers receiving electrical services from Portland
General Electric (“PGE” or “Company”) in Oregon.

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

The purpose of my testimony is to address issues related to PGE’s 2021 net variable
power cost forecast (“NVPC”).

PLEASE SUMMARIZE YOUR TESTIMONY.

I make the following recommendations:

1. Replace the 2018 Colstrip forced outage rate with the 20-year average.

2. Remove Beaver gas constraints from MONET. Make a similar adjustment to the
2021 PCAM.

3. Remove infant mortality forced outage rates from Carty’s 4-year average and replace
with PGE’s 2020 operational forecast for Carty’s forced outages.

4. Modify the market depth calculations of Energy Imbalance Market (“EIM”) benefits
to reflect only hours with increments, and only hours with decrements for average

increments and decrements, respectively.

UE 377 — Opening Testimony of Lance D. Kaufman (REDACTED)
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5. Use the 4-year average of transmission resale revenues when forecasting transmission
resales.

6. Credit the 2021 NVPC forecast with the value of the 2015 BPA wheeling rights
purchases, amortized over the expected expense of the purchased rights. Make an
equal adjustment to the 2021 PCAM.

The 1mpact of these recommendations is summarized in the figure below.

Figure 1: Summary of AWEC Recommendations

II. COLSTRIP FORCED OUTAGE RATE

Q. HOW DOES PGE MODEL THE FORCED OUTAGE RATE (“FOR”) FOR
COLSTRIP?

A PGE uses the average FOR from the previous four years. This method was approved in
Commission Order 10-414 in Docket UM 1355, which developed a method for
calculating the FOR for coal-fired generating resources.

Q. IS PGE COMPLYING WITH ALL OF THE REQUIREMENTS OF ORDER 10-
414 IN MODELING COLSTRIP?

A. No. The Commission-approved methodology includes exceptions to using the most
recent four-year average in modeling the FOR. Specifically, if the FOR falls outside of
the 10% or 90™ percentile for comparable NERC coal units in a year, that year is

considered an “outlier year,” is removed from the four-year average, and is replaced by

UE 377 — Opening Testimony of Lance D. Kaufman (REDACTED)
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the 20-year rolling average FOR.Y Similarly, if a plant outage is determined to be due to
utility imprudence, it is excluded and replaced in the same manner.? In this case,
Colstrip experienced an extended outage and deration in 2018 because the plant exceeded
its permit limits for Particulate Matter of 0.030 lbs/MMBtu, which informs the plant’s
compliance with the Mercury and Air Toxics Standards (collectively, “MATS PM”).
This outage and deration was due to imprudence on the part of all of the Colstrip owners,
including PGE.

WHY DO YOU CONCLUDE THAT THE 2018 COLSTRIP OUTAGE AND
DERATION WAS DUE TO IMPRUDENCE?

This was the finding of the Washington Utilities and Transportation Commission
(“WUTC”), which held an investigation into this outage. This investigation, docketed as
UE-190882, included each of the investor-owned utilities subject to the WUTC’s
jurisdiction: Puget Sound Energy, Avista Corp., and PacifiCorp (“IOUs”). The WUTC
concluded that each of these utilities had failed to demonstrate that they acted prudently
in addressing MATS PM violation and taking action to avoid this violation:

Regulated companies bear the burden of proving their decisions were

prudent. Here, the record contains insufficient contemporaneous

documentation of the [IOUs’] decision making in the period between the

QI and Q2 MATS PM Testing. Accordingly, we base our decision on the

[IOUs’] failure to sufficiently demonstrate the prudence of their actions
and decisions leading up to the 2018 Colstrip outage.?

The WUTC’s final order includes a thorough and detailed description of the facts leading
up to the MATS PM violation that required Colstrip to be taken offline and later run at a

derated level ¢

Docket UM 1355, Order No. 10-414 at 5 (Oct. 22, 2010).

1d.

WUTC Docket UE-190882, Final Order 05 § 43 (Mar. 20, 2020).
1d. 99 22-39.
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PLEASE SUMMARIZE THESE FACTS AS THE WUTC FOUND THEM.
Quarterly testing of MATS PM at Colstrip consistently showed levels below permitted
limits until Q1 of 2018 when testing showed levels at the permitted limit of 0.030
1b/MMBtu.? PGE confirmed that this is the limit.¥ The results of the Q1 2018 test were
revealed to the Colstrip owners at the February 21, 2018 Owner & Operator (“O&0”)
Committee meeting.” Subsequent O&0O Committee meetings were held on March 21,
April 18, May 16, June 20, July 18, August 15, and September 19 of 2018.8 The WUTC
also stated that Talen, the Colstrip operator, at times “communicated to the [IOUs] its
expectation and recurring recommendation that Colstrip would pass its second quarterly
(Q2) MATS PM Testing.”? However, as discussed below, any such communications
between the February 21, 2018 and June 20, 2018 O&O Committee meetings are not
apparent from the documents PGE provided in discovery in this case.

Q2 MATS PM testing revealed a site-wide emissions rate of 0.047 Ib/MMBtu,
“an unprecedented exceedance of the site’s 0.030 Ib/MMBtu limit.”? Units 3 and 4
went offline on June 28" and June 29™, respectively.lY The units went back online on
July 8™ and July 17, respectively, but only for purposes of “inspection, evaluation,
»12/

corrective action, and in-stack testing to determine compliance with emissions limits.

The units were not brought fully back into service until September 2018.1¥

1d. 99 27, 28.

AWEC/102 at 19 (PGE Response to AWEC DR 036).
WUTC Docket No. UE-190882, Final Order 05 9 28-29.
1d. 9 29.

1d. 9 30.

Id. 9 33.

Id. 9 35.

Id.

Id. § 36
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WHAT DO THE DOCUMENTS PGE PROVIDED IN DISCOVERY REVEAL
REGARDING THE OWNERS’ ATTENTION TO MATS PM LEVELS?

The documents PGE provided align with the WUTC’s conclusions. The WUTC found
that the Colstrip owners failed to keep sufficient contemporaneous documentation to
demonstrate their decision-making and attention to the elevated MATS PM levels. PGE
provided meeting minutes and agendas from each of the O&O Committee meetings from
February through June 2018.1% It also provided notes from each of these meetings except
for the February meeting, citing an inability to locate these notes due to staff turnover.l>/
None of these agendas, minutes, or notes mention MATS PM testing until the June
meeting, let alone indicate an effort to discover the cause of the increase in MATS PM
emissions, or identify an action plan or any other strategy the owners were considering to

reduce MATS PM emissions. This is despite PGE’s notes from the January 2018

216/

This is also in contrast to the August meeting notes, which state that ‘_

»17/

The only indication that MATS PM testing was discussed at the O&O Committee

meetings between the Q1 and Q2 tests are PGE’s notes from the June meeting, which

reference the upcoming Q2 testing and state that_

AWEC/102 at 19-48 (PGE Response to AWEC DR 36).

Id. at 20. PGE also only provided meeting agendas for the January, February, and March meetings, and
minutes for the January and February meetings.

1d. at 26.

Id. at 47.
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_W PGE’s notes do not indicate that it or any other owner

pushed for proactive remedial efforts to minimize emissions and limit the impact to
Colstrip operations.
WHAT DO YOU CONCLUDE FROM THIS INFORMATION?
The WUTC’s conclusions appear to be sound and founded on evidence consistent with
that provided by PGE in this proceeding. If any owner, including PGE, took any action
to minimize or prevent the risk of a MATS PM permit violation that would result in
penalties and shutdown of the plant, there is no evidence of it. Accordingly, I agree with
the WUTC that, like the Washington IOUs, PGE has failed to demonstrate the prudence
of its actions leading up to the 2018 Colstrip outage and, therefore, this outage should be
removed from the four-year average in forecasting the FOR for Colstrip in this case.

Order 10-414 states that:

If the Commission finds that any plant outage in the previous four years

was due to utility imprudence, the FOR(s) for the year(s) of the outage

shall be replaced in the four-year rolling average by the historical average

FOR as determined in step 5 above. Further, for any determination of

imprudence related to an outage occurring during the period of the

historical average, the year(s) of the outage shall not be included in
calculating the historical average FOR.1Y

I recommend the Commission find this outage imprudent and treat 2018 consistent with

Order 10-414.

AWEC/102 at 44 (PGE Response to AWEC DR 36).
Docket No. UM 1355, Order No. 10-414 at 5.
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Q. WHAT IS THE IMPACT OF YOUR RECOMMENDATION?

A. Replacing 2018 with the 20-year historic average reduces the 4-year forced outage rate to
_ percent for Colstrip 3 and 4, respectively. This reduces the NVPC forecast
by $1.1 million.

IHI.PORT WESTWARD COMPLEX GAS SUPPLY
Q. PLEASE SUMMARIZE THIS ISSUE.

A. PGE constrains the dispatch of Beaver in MONET due to gas supply constraints at the
Port Westward complex.2? Beaver’s operation is constrained in every month in
MONET. This reduces Beaver’s ability to serve PGE’s peak loads and to operate when
marginal energy costs are high. PGE invested in Port Westward 2 to support a capacity
shortfall, incurring substantial capital costs. PGE’s insufficient gas supply for the Port
Westward complex renders the Port Westward 2 ineffective. I recommend the
Commission find PGE’s 2021 gas supply decisions for the Port Westward complex
imprudent and that the 2021 NVPC forecast be made assuming no gas constraint for the

Port Westward complex. This reduces the 2021 power cost forecast by $3.4 million.

Q. HOW GREAT IS THE CURTAILMENT OF BEAVER IN MONET?

A. The figure below summarizes the number of hours Beaver is constrained in MONET. On

average Beaver is restricted to run- per day in 2021.2Y Curtailment is most

b
=1
=

AWEC/102 at 4 (PGE Response to AWEC DR 22, part d).
PGE MFR workpaper #M610PUC10-00i-2021 AUT.xlsm sheet “Gas Storage”.

o
=

UE 377 — Opening Testimony of Lance D. Kaufman (REDACTED)



1

10

11

12

13

14

AWEC/100
Kaufman/8

Figure 2: Confidential MONET Dispatch Constraints for Beaver Plant

WHY DOES PGE NOT HAVE SUFFICIENT GAS TO OPERATE THE PORT
WESTWARD COMPLEX AT FULL CAPACITY?

AWEC requested that PGE explain the reason for insufficient gas supply to meet the
increased demand of the Port Westward complex. PGE responded that the 2009 IRP,
which identified the capacity need supporting Port Westward 2, assumed sufficient gas
supply for the project. PGE noted that it models Port Westward 2 at full capacity and did
not explain why there is insufficient gas supply for the Port Westward complex as a
whole, including for Beaver.2%

ARE YOU CHALLENGING THE PRUDENCE OF PORT WESTWARD 2?

No. The Commission has accepted the prudence of Port Westward 2. However, that
prudence appears to rest on the assumption that there is sufficient gas. Port Westward 2
was acquired to add capacity to PGE’s system. However, PGE is serving the gas needs

of Port Westward 2 by reducing the capacity of Beaver. This capacity reduction offsets

AWEC/102 at 3-4 (PGE Response to AWEC DR 22).
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Port Westward 2’s capacity contribution. Customers are paying the full cost of the Port
Westward 2 investment, but do not receive the originally projected benefit because PGE

does not have sufficient gas supply.

Q. IS PGE CURRENTLY ACQUIRING CAPACITY RESOURCES?

A. Yes. PGE supplemented its filing in this case on June 8, 2020 to request inclusion of a
new capacity resource, the Douglas PPA, in the 2021 NVPC forecast.

Q. IS IT POSSIBLE THAT THE COST OF SUPPLYING GAS TO BEAVER
EXCEEDS THE BENEFIT?

A. Yes, it is possible; however that should not be the basis for evaluating prudence of the
gas supply. Prudence of the gas supply should include consideration of the incremental
capacity costs of new capacity resources that PGE is acquiring, such as the Douglas
PPA.2¥ Without the gas constraint, PGE may have been able to avoid acquiring this
incremental capacity, or could have acquired a lower amount of capacity.

Q. ARE THERE OTHER REASONS WHY PGE’S INABILITY TO MAXIMIZE ITS
EXISTING CAPACITY RESOURCES IS CONCERNING?

A. Yes. PGE has raised alarms in several recent dockets about diminishing capacity in the
West and the impact this may have on resource adequacy requirements.2¥ Yet, PGE
itself does not appear to have taken the actions necessary to maximize its existing

resources’ capacity contribution.

23 PGE/300, Seulean — Kim — Batzler/4.
24 See, e.g., Docket UE 258, PGE/100, Sims-Tinker/4:23-8:15; Docket No. UM 2024, PGE Phase 1 Opening
Comments at 4-5 (Mar. 16, 2020).
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HAVE YOU EVALUATED THE COST OF SUPPLYING SUFFICIENT GAS AND
THE CAPITAL COST OF PORT WESTWARD 2 AGAINST THE RELATIVE

BENEFIT OF AVOIDING THE DOUGLAS PPA AND THE INCREMENTAL
NVPC BENEFITS?

No, it did not become apparent to me that PGE was curtailing Beaver due to gas supply
limits until after participating in the PGE AUT workshop on June 5, 2020 and reviewing
PGE’s response to Staff DR 4.2 The full cost of not having sufficient capacity did not
become apparent until PGE filed supplemental testimony on June 8, 2020 requesting cost
recovery for the Douglas PPA. This allowed time for only one round of discovery
requests on the issue. Based on the data available there is sufficient cause to question the
prudence of not supplying Beaver with gas. PGE should bear the burden of
demonstrating that the lack of gas is prudent, particularly considering the late filing of
PGE’s supplemental testimony requesting costs for a capacity resource.

WHAT IS YOUR RECOMMENDATION FOR BEAVER GAS CONSTRAINTS?

I recommend removing the Beaver gas constraints in MONET. This reduces NVPC by
$3.4 million. I also recommend that the effects of actual gas constraints at Beaver be
removed from NVPC in the PCAM by adding a credit equal to the difference between the
Beaver operating cost and the cost of replacement power in hours where PGE constrains

Beaver.

IV.CARTY FORCED OUTAGE RATE
PLEASE SUMMARIZE THIS ISSUE.

PGE models the forced outage rate of Carty using two years of actual outage data and
two years of an “Initial” outage rate. The initial outage rate is - percent. The two

years of actual outages rates are- percent and- percent in 2018 and 2019,

AWEC/102 at 49 (PGE Response to Staff DR 4).
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respectively. PGE states that the initial rate is high to account for infant mortality. Infant
mortality is a term that refers to higher outage rates during the first few “infant” years of
operation for a new plant. However, PGE admits that Carty will be past the infant
mortality stage in the middle of the power cost forecast year because it will have operated
for more than five years.2¢ I recommend replacing PGE’s forced outage rate with an
outage rate calculated using PGE’s 2018 through May 2020 actuals and June 2020
through December 2020 forecasted rate. This results in a forced outage rate of -

percent. My recommendation reduces the 2021 NVPC forecast by $520,000.

Q. PLEASE EXPLAIN HOW PGE NORMALLY FORECASTS GAS FORCED
OUTAGE RATES.

A. PGE normally forecasts gas outage rates using a plant-specific four-year moving average
of the historic equivalent forced outage rate. PGE uses the methodology as a reasonable
predictor of future plant outages. PGE studied alternative approaches to forecasting
forced outages as part of the Commission’s forced outage investigation in Docket No.

UM 1355. PGE found that 3- and 4-year rolling averages produced the lowest forecast

error compared to other years.2/

Q. IS THE FOUR-YEAR ROLLING AVERAGE METHOD INTENDED TO
INCORPORATE HISTORIC ABNORMAL EVENTS INTO FUTURE NVPC
FORECASTS?

A. No. The method was intended to generate an accurate forward-looking forecast of

normalized forced outage rates. PGE stated in Docket No. UM 1355 that it was

appropriate to remove outlying outage events.2®

)
=y
=

AWEC/102 at 15 (PGE Response to AWEC DR 034).
Docket No. UM 1355, PGE/100, Hager - Tinker/13, lines 4 and 5.
Docket No. UM 1355, PGE/100, Hager - Tinker/13.

S}
-
=

)
)
=
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WILL INCLUDING CARTY’S “INFANT MORTALITY” OUTAGE RATE IN

THE 4-YEAR AVERAGE RESULT IN AN ACCURATE AND NORMALIZED
FORECAST OF CARTY’S OUTAGES?

No, PGE admits that Carty is past the infant mortality stage. Using two years of “infant
mortality” outage rates in the 4-year average will result in a forecast that is biased and
high.

WHY DO YOU RECOMMEND USING PGE’S 2018 THROUGH MAY 2020
ACTUALS AND JUNE 2020 THROUGH DECEMBER 2020 FORECASTED
RATE?

PGE also provided a Carty forced outage rate forecast for 2020 in response to AWEC DR
34.2 In Docket No. UM 1355 PGE showed that a 3-year average was as effective as a 4-

year average. PGE’s analysis also showed that a 2-year average was also a good

predictor of forced outages. PGE’s analysis is reproduced below.3?

UM 1355 PGE Analysis of Forced Outage Rate Accuracy

Figure 2
Root Mean Squared Error (RMSE) of the Forced Outage Rate
PGE's Boardman Plant

e e
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Using more recent data over a shorter period will prove more accurate than using a longer

period that includes outlying outages which are not expected in the future.

AWEC/102 at 15-18 (PGE response to AWEC DR 34 Confidential Attachment CARTY
REPORT AVAILABILITY 2020YTD.xlsx).
Docket No. UM 1355, PGE/100, Hager - Tinker/13.
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DOES PGE USE THE INFANT MORTALITY OUTAGE RATES IN
OPERATIONAL (I.LE., NON-AUT) DOCUMENTS?

No. PGE provided an internal forecast of forced outage rate for Carty for 2020 in
response to AWEC DR 34.3Y This forecast did not reflect future infant mortality and was
more consistent with the 2-year historic average.

PLEASE RESTATE YOUR RECOMMENDATION FOR THIS ISSUE.

I recommend replacing PGE’s forced outage rate with an outage rate calculated using
PGE’s 2018 through May 2020 actuals and June 2020 through December 2020 forecasted
rate. This results in a forced outage rate of - percent. My recommendation reduces

the 2021 NVPC forecast by $520,000.

V. EIM BENEFIT

PLEASE SUMMARIZE YOUR CONCERNS WITH PGE’S EIM BENEFIT
ESTIMATION.

PGE has modified its EIM Benefit calculation method in all but one AUT since entering
the EIM. Each variant of PGE’s method has underestimated benefits. PGE’s proposed
changes this year reduce the benefit forecast by $3.8 million relative to what it would be
if PGE continued to use the method PGE proposed in the 2020 AUT.2? PGE’s proposed
methodology has a critical flaw that prevents it from being an accurate and meaningful
model. When this flaw is corrected, PGE’s proposed methodology is consistent with the

2020 AUT, i.e., both methods result in similar predicted benefits.

)
=

AWEC/102 at 15-18 (PGE response to AWEC DR 34 Confidential Attachment CARTY

REPORT AVAILABILITY 2020YTD.xIsx).

AWEC/102 at 5-11 (PGE response to AWEC DR 26 Attachment E (summary sheet)) and PGE/100,
Seulean — Kim — Batzler/10.
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PGE’s proposed model calculates the “market depth” of the EIM market within
any given hour as the hourly average historic increments and decrements within the
month. The critical flaw is that PGE averages increments across all hours within the
month, and decrements across all hours within the month, rather than averaging only
within hours where an actual increment or decrement occurs. This results in a large and
biased underestimate of the depth of the EIM market. I recommend modifying the
market depth calculations to reflect average volumes during periods of increments and
decrements separately.

PLEASE SUMMARIZE PGE’S PAST EIM BENEFIT FORECASTS.

In the 2017 AUT, PGE forecast no EIM benefit due to uncertainty.33’ In the 2018 and
2019 AUTSs, PGE relied on a third-party study to forecast EIM benefits.2¥ In the 2020
AUT PGE proposed using historical values. PGE also introduced an additional benefit,
greenhouse gas revenues, which PGE received since the outset of EIM participation but
did not include in previous forecasts.3¥ In this filing, PGE proposes a sub-hourly dispatch

model to forecast EIM benefits. PGE’s forecast and actual benefits are summarized

below.

PGE Forecast and Actual EIM Benefit

Docket No. UE 308, PGE/400, Niman - Peschka - Hager/20.

Docket No. UE 319, PGE/300, Niman - Peschka - Rodehorst/17; Docket No. UE 335, PGE/300, Niman —
Kim — Batzler/10.

Docket No. UE 359, PGE/100, Niman — Kim — Batzler/10-11.
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PGE consistently under forecasts EIM benefits. This suggests that PGE is overly

conservative when forecasting EIM benefits.

DID PARTIES RAISE CONCERNS WITH PGE’S EIM BENEFIT FORECAST IN
PAST CASES?

Yes, parties noted that PGE’s forecast in previous dockets appeared too low.

WHAT IS YOUR MAIN CONCERN WITH THE 2021 EIM BENEFIT
FORECAST?

PGE developed a model that substantially underestimates EIM benefits. PGE created a
sub-hourly dispatch model to estimate EIM benefits. PGE uses historic EIM transactions
to measure the market depth of this model. The market depth is used to limit the size of
increments and decrements. However, PGE uses the incorrect denominator when
calculating average historic increments and decrements.

WHAT ARE INCREMENTS AND DECREMENTS?

Increments and decrements form the basic operations of the EIM. Increments are market
transactions where PGE is paid to increase generation. Decrements are market
transactions where PGE is paid to reduce generation. PGE calculates the average hourly
size of an increment by dividing total increments in a month by the number of hours in
the month. This underrepresents the average size of an increment because it includes
hours where no increment is made.

CAN YOU GIVE AN EXAMPLE THAT EXPLAINS WHY THIS APPROACH IS
NOT CORRECT?

The market depth measure is intended to measure the average size of a transaction.
Suppose you asked how much gas you purchased in an average transaction last year. The
correct answer is to add all gas purchases over the year and divide by the number of

transactions. The PGE approach is to take total gas purchases over the year and divide by

UE 377 — Opening Testimony of Lance D. Kaufman (REDACTED)



14

15

16

17

18

19

20

21

22

23

AWEC/100
Kaufman/16

8760 hours. PGE’s approach will clearly underrepresent the size of an average
transaction.

WHAT IS PGE’S ARGUMENT TO SUPPORT THEIR APPROACH?

PGE argues that its method is appropriate because it helps to normalize historic
transactions. PGE states:
With respect to the increment and decrement amounts, PGE elected to use
the total number of hours within each month in order to estimate the
reasonable level of transactional volume that PGE could execute under

normal market conditions, and the total number of hours is one approach

for smoothing out the impacts from hours that had non-normal market

conditions.2¥

However, PGE’s rationale is incorrect. PGE is not only smoothing transactions, PGE is
also shrinking transactions. Consider the treatment of forced outages. Historic forced
outages are normalized by averaging the annual outage rate across four years. The
annual outage rate does not include all hours in the year. For example, if a unit has a
planned outage, these hours are not included in the denominator when calculating the
outage rate.

Consider a coal plant that has a three-month planned maintenance outage and a
three-month unplanned outage. PGE’s “all hours of the year” method would result in an
outage rate of 3/12 =25 percent. The correct method, and the method used in this case
for forced outages, excludes the months of planned outages, and results in an outage rate
of 3/9 = 33 percent. In other words, including hours in the denominator that are not

relevant biases the estimate low.

AWEC/102 at 13-14 (PGE response to AWEC DR 27, subpart c).

UE 377 — Opening Testimony of Lance D. Kaufman (REDACTED)
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WHAT IS YOUR RECOMMENDATION FOR THIS ISSUE?

I recommend that historic average increments be calculated by dividing the total
increments within a month by the number of hours in that month that increments were
made. I recommend that historic average decrements be calculated by dividing the total
decrements within a month by the number of hours in that month that decrements were
made. This increases the EIM benefit forecast by $4.6 million.

HOW DOES YOUR METHOD COMPARE TO THE ACTUAL HISTORIC
BENEFIT PROPOSED BY PGE IN UE 359?

The gross EIM benefit of the sub hourly dispatch model, after my adjustment, remains
lower than the historic actual benefit method proposed by PGE in UE 359. The values

are compared in the figure below.

AWEC Proposed EIM Benefit Vs. UE 359 Method

VI. TRANSMISSION SALES REVENUE

PLEASE SUMMARIZE THIS ISSUE.

PGE forecasts _ in transmission revenue for the 2021 NVPC forecast.2” The
figure below compares actual to forecasted transmission revenue from the last 10 years.
There is a clear history of under forecasting transmission resale revenue. I recommend

the Commission use the most recent four-year average transmission revenue.

MFR workpaper #M610PUC10-00i-2021 AUT output.xlsm sheet “PwrCsOut” cell N322.

UE 377 — Opening Testimony of Lance D. Kaufman (REDACTED)
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Figure 6: Confidential Transmission Resale Revenue

Q. HOW DID PGE FORECAST TRANSMISSION RESALE REVENUES IN ITS
INITIAL FILING?

A. In response to AWEC DR 17, PGE states:

For the 2021 NVPC modeling the transmission resale revenue forecast
assumes that PGE has 300 MW of transmission capacity available for
resale for Q1, Q2, and Q4 of 2021 3%

Q. HOW DID PGE FORECAST TRANSMISSION RESALE REVENUES IN
PREVIOUS FILINGS?

A. In response to AWEC DR 17, PGE states:

PGE’s transmission resale forecast for 2021 is similar to PGE’s 2018 and
2019 forecasts. In the 2015 through 2017 NVPC forecasts PGE was
modeling transmission resale revenues based on the long-term
transmission resale agreement with Shell Energy North America, LP
(Shell). The Shell agreement expired in December 2017. PGE did not
model transmission resales in the NVPC forecasts between 2010 and
20142

L

e I

AWEC/102 at 1 (PGE Response to AWEC DR 17).
Id. at 2 (PGE Response to AWEC DR 17).
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HOW DOES PGE EXPLAIN THE DISCREPANCY BETWEEN FORECASTED
AND ACTUAL RESALES?

PGE states that actual resale revenues in Figure 6 above do not account for incremental
costs associated with transmission resale, and that these costs are also not included in the
NVPC forecast. For example:
PGE would pursue transmission resales in the event a plant is placed in
an extended forced outage, if the transmission wasn’t needed for
replacement power. In that case PGE would incur significant costs for
replacement power that would potentially more than outweigh the
transmission resale revenues. Moreover, PGE also incurs costs
associated with short term transmission purchases that are not modeled in
MONET and flow through the PCAM construct.2
DO YOU AGREE THAT ACTUAL TRANSMISSION RESALE VALUES DO

NOT ACCOUNT FOR INCREMENTAL COSTS ASSOCIATED WITH FORCED
OUTAGES?

No. Forced outages are modeled in the AUT through a four-year average of forced
outages. To the extent that the four-year average transmission resale revenue is
associated with additional forced outage costs, these costs are accounted for through the
forced outage mechanism in MONET.

DO YOU AGREE THAT ACTUAL TRANSMISSION RESALE VALUES DO

NOT ACCOUNT FOR SHORT-TERM TRANSMISSION PURCHASES THAT
ARE NOT MODELED IN MONET?

I cannot confirm or deny PGE’s assertion at this time. I requested that PGE provide data
necessary to compare actual transmission resales to forecast transmission resales. This
should have included information about the alleged short-term purchases. PGE did not
provide this information. To the extent that PGE believes it bears costs not included in

the AUT, PGE should propose methodologies to capture such costs.

40/

AWEC/102 at 2 (PGE Response to AWEC DR 17).
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Q. WHAT IS YOUR RECOMMENDATION FOR THIS ISSUE?

A. I recommend the Commission increase transmission net resale revenue forecast by $4.5

million as calculated in the table below. This decreases NVPC by an equal amount.

Figure 7:Transmission Resale Adjustment

VII. BPA TRANSMISSION RIGHTS PURCHASE
Q. PLEASE SUMMARIZE THIS ISSUE.

A. PGE acquired BPA transmission rights in 2015. This transaction involved a large
payment from the previous owners to PGE. The previous owners paid PGE because the
previous owners were not utilizing the rights and were being charged a deferral payment
by BPA. PGE assumed financial responsibility for the deferral payments to BPA in
exchange for the up-front payment by the previous owners. This transaction resulted in
an expected net gain for PGE of $8.1 million dollars, calculated as the upfront payments
from the previous owners less the expected deferral payments to BPA. PGE recorded the
full amount of this gain in 2015 as a credit to net power costs. PGE should have
amortized the net amount over the life of the transmission contracts to match costs with

benefits.

Q. WHAT WAS THE IMPACT OF PGE’S TREATMENT OF THE PAYMENT IN
2015?

A. PGE executed a contract in 2015 that obligated customers to future power cost expense.
As part of this contract PGE experienced an expected $8.1 million gain. The gain was
fully recorded in the 2015 PCAM as a credit to customers; however, due to the PCAM

mechanisms, none of this credit flowed through to customers. The transaction resulted in
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17

18

19

20

21

22

23

24
25

26

27

AWEC/100
Kaufman/21

an $8.1 million dollar windfall for PGE shareholders and a multimillion-dollar
incremental cost to rate payers in the following years.

WHY IS THIS ISSUE BEING RAISED NOW, FIVE YEARS AFTER THE FACT?

PGE informed the Commission about this transaction on June 6, 2016 in its initial filing
for the 2015 PCAM, UE 310. However, PGE provides a very brief description of the
transaction:
Q. Why did you include a credit for BPA wheeling rights?
A. Because PGE acquired and paid for the BPA wheeling rights in 2015, it is
appropriate to reflect the net benefit of these rights in 2015 as a credit to power
costs. For accounting purposes, PGE recorded the payment as a regulatory asset
and will amortize the balance upon taking the transmission service as an offset to
incurred costs. As PGE begins to use the wheeling rights and the regulatory asset
is amortized, we will reverse the accounting amortization entries from applicable
PCAM filings.*"
PGE incorrectly stated “PGE acquired and paid for the BPA wheeling rights in 2015.”
PGE did not pay for the transaction in 2015, PGE was paid for the transaction. Parties to
UE 310 were not presented with a clear explanation about how PGE received a large
payment in 2015, nor that this payment was tied to expense that would occur the
following years.
I am raising this issue now because customers are being asked to pay expenses in
this year’s power costs associated with the wheeling rights, but did not receive any of the

benefits of the 2015 payment to PGE.

WHAT IS CORRECT TREATMENT OF THE NET GAIN FROM THE 2015
TRANSACTION?

The full payment for the transaction should have been recorded as a regulatory liability

and returned to customers proportionately to the expense of the contract. For example, if

-~
i~

UE 310, PGE/100, Tooman-Batzler/8.
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the expenses associated with the contract were evenly spread over the following 10 years,
the gains from the payment should have been evenly spread over the following 10 years

and the unamortized balance of the contract should have reduced PGE’s ratebase.

WHAT IS YOUR RECOMMENDATION FOR THIS ISSUE?

I recommend that the final 2021 NVPC forecast be reduced by the amount that customers
would have received had PGE correctly recorded and amortized this transaction. In
addition, the 2021 PCAM should include a credit of equal amounts. This treatment
should be continued in future AUT and PCAM filings. I need additional data from PGE
to complete the calculations for this adjustment.

ARE YOU RECOMMENDING THAT GAINS THAT SHOULD HAVE FLOWED
THROUGH TO CUSTOMERS IN PREVIOUS YEARS UNDER YOUR
PROPOSED METHODOLOGY BE REFLECTED IN THIS OR FUTURE AUT
PROCEEDINGS?

No, the rule against retroactive ratemaking prevents those gains from flowing through to
customers now. My recommendation only proposes to flow gains through to customers
that should be realized in 2021 and onward.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes.

UE 377 — Opening Testimony of Lance D. Kaufman (REDACTED)
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RESEARCH, CONSULTING, AND ECONOMETRIC ANALYSIS:

e Jester, Gibson & Moore, Denver, CO 2019
Retained as an expert witness for plaintiffs regarding lost earnings in an ADEA wrongful

termination matter.

e Albrechta & Coble, Ltd. Fremont, OH 2019
Retained as an expert witness for plaintiff regarding lost earnings in a race related

wrongful termination matter.

e Conrad Law, PC, Salt Lake City, UT 2019
Retained as an expert witness for Ellis-Hall Consultants, LLC. regarding economic
damages in Ellis-Hall Consultants, LLC. et. al. v. George B. Hofmann IV, United States
District Court, District of Utah, Central Division.

e Davison Van Cleve, PC, Salem, OR 2019
Retained as an expert witness for Alliance of Western Energy Consumers regarding net
variable power cost calculations in PORTLAND GENERAL ELECTRIC COMPANY,
2020 Annual Power Cost Update Tariff Public Utility Commission of Oregon Docket No.

UE 359.
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Retained as expert witness for plaintiff re lost profit in re Robert Belluso D.O. v Trustees
of Charleroi Community Park, PHRC Case No. 201505365, Pennsylvania Human
Relations Commission.

Lowery Parady, LLC, Denver, Colorado, 2017
Analyzed payroll data and calculated unpaid overtime and unpaid hours for plaintiff class
action in re Violeta Solis. et al. v. The Circle Group. LLC. et al.. Case No.
1:16-cv-01329-RBJ, United States District Court, District of Colorado.

Sawaya & Miller Law Firm, Denver, Colorado, 2017
Provided data processing and analysis of employment records.

Financial Scholars Group, Orinda, California, 2017
Provided analysis of risk profile in bundled real estate and personal loans in re Old
Republic Insurance Company v. Countrywide Bank et al., Circuit Court of Cook County,
Illinois, Chancery Division.

Financial Scholars Group, Orinda, California, 2017
Provided consultation and analysis of financial market transactions in preparation of
settlement claims filings in re Laydon v. Mizuho Bank. Ltd.. et al. and Sonterra Capital
Master Fund Ltd.. et al v. UBS AG et al.

Clean Energy Action, Boulder, Colorado, 2016 — 2017
Provided consultation on the appropriate discounting methodology used in energy
resource planning in the Public Service Company of Colorado application for approval of
the 2016 Electric Resource Plan, Proceeding No. 16A-0396E, Public Utilities
Commission of the State of Colorado.

Confidential Client, 2016
Provided analysis and report on the probability that distinct crimes are independent
events based on geographical analysis of crime rates.

Christine Lamb and Kevin James Burns, Denver, Colorado, 2016
Provided data analysis for defendant of the impact of ethnicity on termination decisions
in re Aragon et al v. Home Depot USA. Inc., Case No. 1:15-cv- 00466-MCA-KK, United
States District Court, District of New Mexico.

Steptoe & Johnson LLP, Washington, DC, 2015 — 2016
Programmed analysis of internet traffic data for plaintiffs applying a proprietary
probability model developed to identify and verify accounts responsible for repeated
infringements of asserted copyrights by defendants’ internet subscribers in re BMG
Rights Management (US) LL.C. and Round Hill Music LP v. Cox Enterprises. Inc.. et al.,
Case No. 1:14-cv-1611(LOG/JFA), United States District Court Eastern District of
Virginia, Alexandria Division.

Hagens Berman Sobol Shapiro, LLP, Phoenix, Arizona, 2014 —
Programmed analysis for plaintiffs to calculate unpaid mileage for truck drivers in re
Swift Transportation Co.. Inc., Civil Action No. CV2004-001777, Superior Court of the
State of Arizona, County of Maricopa.

Padilla & Padilla, PLLC, Denver, Colorado, 2014 — 2016
Provided research and analysis for plaintiffs re the impact on minority applicants from
use of the AccuPlacer Test by the City and County of Denver, and estimated damages in

re Marian G. Kemer et al. v. City and County of Denver, Civil Action No.
11-cv-00256-MSK-KMT, United States District Court, District of Colorado.
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U.S. Equal Employment Opportunity Commission, 2013 —
Provided statistical analysis of EEOC filings.

REGULATORY PROCEEDINGS:

Portland General Electric 2016 Annual Power Cost Variance Docket No. UE 329.

PacifiCorp 2016 Power Cost Adjustment Mechanism Docket No. UE 327.

Public Utility Commission of Oregon Staff Investigation into the Treatment of New Facility

Direct Access Charges Docket No. UM 1837

PacifiCorp Oregon Specific Cost Allocation Investigation Docket No. UM 1824.

PacifiCorp 2018 Transition Adjustment Mechanism Docket No. UE 323.

Portland General Electric 2018 General Rate Case Docket No. UE 319.

Avista Corp. 2017 General Rate Case Docket No. UG 325.

Portland General Electric Affiliated Interest Agreement with Portland General Gas Supply

Docket No. UI 376.

Portland General Electric 2017 Automated Update Tariff Docket No. UE 308

PacifiCorp 2017 Transition Adjustment Mechanism Docket No. UE 307

Portland General Electric 2017 Reauthorization of Decoupling Adjustment Docket No. UE

306

Northwest Natural Gas Investigation of WARM Program Docket No. UM 1750.

PacifiCorp Investigation into Multi-Jurisdictional Allocation Issues Docket No. UM 1050.

Idaho Power Company 2015 Power Supply Expense True Up Docket No. UE 305

Homer Electric Association 2015 Depreciation Study U-15-094

Submitted prefiled testimony regarding the depreciation study.

Chugach Electric Association 2015 Rate Case U-15-081

Developed staff position regarding margin calculations.

ENSTAR 2014 Rate Case U-14-111

Submitted prefiled testimony regarding sales forecast.

Alaska Pacific Environmental Services 2014 Rate Case U-14-114/115/116/117/118
Submitted prefiled testimony regarding cost allocations, cost of service, cost of capital,
affiliated interests, and depreciation.

Alaska Waste 2014 Rate Case U-14-104/105/106/107
Submitted prefiled testimony regarding cost of service study, cost of capital, operating
ratio, and affiliated interest real estate contracts.

Fairbanks Natural Gas 2014 Rate Case U-14-102
Submitted prefiled testimony regarding cost of service study and forecasting models.

Avista 2015 Rate Case U-14-104
Submitted analysis supporting OPUC Staff settlement positions regarding Avista’s sales
and load forecast, decoupling mechanisms and interstate cost allocation methodology.
Represented Staff in settlement conferences on November 21, November 26, and
December 4, 2013.

Portland General Electric 2015 Rate Case
Submitted pre-filed opening testimony addressing PGE’s sales forecast, printing and
mailing budget forecast, mailing budget, marginal cost study, line extension policy and
reactive demand charge. Represented OPUC Staff in settlement conferences on May 20,
May 27, and June 12, 2014.
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e Portland General Electric 2014 General Rate Case
Submitted analysis supporting OPUC Staff settlement positions regarding PGE’s sales
and load forecast, revenue decoupling mechanism, and cost of service study. Represented
OPUC Staff in settlement conferences on May 29, June 3, June 6, July 2, and July 9 of
2013. Submitted testimony in support of partial stipulation, pre-filed opening testimony
addressing PGE’s decoupling mechanism, and testimony in support of a second partial
stipulation.

e PacifiCorp 2014 General Electric Rate Case
Submitted analysis supporting OPUC Staff settlement positions regarding PacifiCorp’s
sales and load forecast and cost of service study. Represented Staff in settlement
conferences on June 12 through June 14, 2013.
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June 22, 2020
TO: Jesse O. Gorsuch

Alliance of Western Energy Consumers
FROM: Jaki Ferchland

Manager, Revenue Requirement

PORTLAND GENERAL ELECTRIC
UE 377
PGE Response to AWEC Data Request No. 017
Dated June 8, 2020

Request:

Please refer to the MFR file “#M610PUC10-00i-2021 AUT output.xIsm” Sheet  “PwrCsOut”,
line 322. Please also refer to UE 362 PGE/100, Batzler - Cristea/5 at Table 1.

a.

® o o o

Are transmission resales in Table 1 directly comparable to transmission resales on sheet
“PwrCsOut” of the corresponding years’ net power cost forecast? If no, why not?

Please provide final NVPC forecast MONET output for each year from 2010 to present.
Please provide the actual transmission resales amount for each year from 2010 to present.
Please explain the variance, if any, between forecasts and actuals.

Please include all additional data required to compare forecasted to actual resale revenues
from 2010 to present.

Please explain how transmission resale amounts are forecasted in the 2021 power cost
forecast and identify any differences between the current method and the methods used for
2010 to 2020.

Response:

a.

No. PGE’s transmission resale forecast assumes a fixed amount of transmission capacity
is available to for resale. The modeling is based on an agreement between stipulating
parties in Docket No. UE 262 providing that beginning with its 2015 NVPC filing, PGE
would include a proposed forecast of transmission resale revenue. Consequently, starting
with the 2015 NVPC forecast, PGE has been including transmission resales revenues in
the MONET modeling. For the 2021 NVPC modeling the transmission resale revenue
forecast assumes that PGE has 300 MW of transmission capacity available for resale for
Q1, Q2, and Q4 of 2021. PGE does not assume any transmission available to resale in Q3
due to expected transmission needs for PGE’s load service obligation or PGE’s Market
Sales Obligation (Delivery to the market hub).
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UE 377 PGE Response to AWEC DR 017
June 22, 2020

Page 2

In actual operations PGE does not have a secured long-term transmission resale agreement
and all transmission resales are pursued on a short-term basis (less than one year). Often
this represents an instrument to optimize PGE’s transmission needs to reliably serve our
load and is based on the economics of PGE’s generation plants. For example, PGE would
pursue transmission resales in the event a plant is placed in an extended forced outage, if
the transmission wasn’t needed for replacement power. In that case PGE would incur
significant costs for replacement power that would potentially more than outweigh the
transmission resale revenues. Moreover, PGE also incurs costs associated with short term
transmission purchases that are not modeled in MONET and flow through the PCAM
construct.

Confidential Attachment 017-A provides the NVPC MONET final output for each year
from 2010 to 2020.

Attachment 017-B provides the actual transmission resales reported in PGE’s PCAM
filings.

Please see PGE’s response to part a.

PGE objects to this request on the basis that it is vague and overly broad. Subject to and
without waiving this objection PGE responds as follows:

Please see PGE’s responses to parts a through d. PGE does not have a secured long-term
transmission resale agreement in real operations compared to the AUT assumption that
PGE has a fixed 300 MW transmission available for resale.

PGE’s transmission resale forecast for 2021 is similar to PGE’s 2018 and 2019 forecasts.
In the 2015 through 2017 NVPC forecasts PGE was modeling transmission resale revenues
based on the long-term transmission resale agreement with Shell Energy North America,
LP (Shell). The Shell agreement expired in December 2017. PGE did not model
transmission resales in the NVPC forecasts between 2010 and 2014.

Attachment 017-A is protected information subject to Protective Order No. 20-100.
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June 22, 2020
TO: Jesse O. Gorsuch

Alliance of Western Energy Consumers
FROM: Jaki Ferchland

Manager, Revenue Requirement

PORTLAND GENERAL ELECTRIC
UE 377
PGE Response to AWEC Data Request No. 022
Dated June 8, 2020

Request:

Please refer to PGE’s response to Staff DR 4.

a.

Has PGE been unable to dispatch Port Westward or Beaver at full capacity due to gas
constraints in December or January?

Please provide the hourly generation of Port Westward and Beaver by unit from 2016 to
present.

Please provide the capacity of Port Westward and Beaver.

In the 2021 NVPC forecast, does PGE restrict the dispatch of Port Westward or Beaver
units to reflect gas constraints in December or January? If yes, please indicate where these
constraints appear in the model. If no, why not?

Which IRPs included supported the acquisition of Port Westward 2? Did the modeling in
these IRPs limit the dispatch or gas availability for Port Westward 2? If no, why not? If
yes, why does PGE not have sufficient gas supply to operate Port Westward 2 at full
capacity?

Response:

a.

Yes, at times PGE has limited the Beaver dispatch in December or January to address gas
supply constraints. PGE has not, however, limited the dispatch of Port Westward to
address gas supply constraints. PGE does not specifically track when the Port Westward /
Beaver complex has been unable to dispatch at full capacity due to firm gas supply
constraints. In typical operations, if PGE experienced issues with gas supply PGE would
limit the output of Beaver and fuel first Port Westward and Port Westward 2 (PW2).

PGE has sufficient firm natural gas transportation rights to support the full dispatch
capacity of Port Westward.

For hourly generation from 2016 to 2019 please refer to PGE’s MFRs filed April 15, Vol
11 - Historical Data\Actual Hourly Energy for 2016-2019\Gas Plants. Confidential
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UE 377 PGE Response to AWEC DR 022
June 22, 2020
Page 2

Attachment 022-A provides hourly generation of Port Westward and Beaver from
January 1, 2020 to May 31, 2020.

c. Please refer to cells K606:VV606 (Port Westward) and K604:VV604 (Beaver) on the “PC
Input” worksheet in the MONET model for monthly capacity values.

d. The 2021 NVPC forecast reflects gas constraints for Beaver. The gas storage
optimization in Step Oi estimates the available fuel supply for Beaver based on forecasted
values for total available fuel supply at the Port Westward / Beaver complex, less the
expected fuel demand for Port Westward and Port Westward 2. The 2021 NVPC forecast
does not restrict the dispatch of Port Westward to reflect gas constraints. Please refer to
cells C60:N104 on the “Gas Storage” worksheet in the MONET model for the fuel
calculations.

e. PGE’s 2009 IRP action plan in Docket No. LC 48 identified the need for approximately
200 MW of flexible capacity to fulfill the dual purpose of meeting load during peak
customer demand events as well as providing flexible capacity to follow both load and
wind fluctuations. The ensuing 2012 Request for Proposal resulted in the selection of the
PW2 project as the least cost, least risk bid. With information available at that time,
PGE’s 2009 IRP assumed that PGE’s gas rights on the KB pipeline, future gas pipeline
expansions planned for the area, and the pipeline connection to the Mist gas storage
facility would meet the gas demand at PW2. Therefore, PGE did not limit the dispatch of
PW2 in the 2009 IRP modeling. PGE is not limiting the PW2 dispatch for gas supply
constraints in the current MONET modeling.

Attachment 022-A is protected information subject to Protective Order No. 20-100.
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June 22, 2020

TO: Jesse O. Gorsuch

Alliance of Western Energy Consumers
FROM: Jaki Ferchland

Manager, Revenue Requirement

PORTLAND GENERAL ELECTRIC
UE 377
PGE Response to AWEC Data Request No. 026
Dated June 8, 2020

Request:

Please refer #M610PUC10-00d-2021 AUT output.xIsm cells F2096 to F2100.

a. Do the referenced cells provide the 2020 AUT EIM benefit estimates, or the 2021 AUT
EIM benefit calculated using the 2020 AUT methodology but with updated values?

b. Please provide all workpapers used to calculate the 2020 AUT EIM benefit.

c. Please provide the 2021 AUT EIM benefit calculated using the 2020 AUT methodology
but with updated values. Please include all workpapers, including but not limited to
workpapers aggregating EIM transactions from the real-time level.

d. Please provide the actual GHG revenues by month from PGE’s start of participation in
EIM to present. Please include all workpapers, including but not limited to workpapers
aggregating EIM transactions from the real-time level.

e. Please provide historic EIM sub-hourly dispatch benefits by month from PGE’s start of
participation in EIM to present. Please include all workpapers, including but not limited to
workpapers aggregating EIM transactions from the real-time level.

f. If PGE declines to provide any part of this request, please provide the data necessary to
make such calculations.

Response:

a. Cells F2096 to F2100 are the 2020 AUT EIM benefits that PGE submitted as part of its net
variable power cost filing in OPUC Docket No. UE 359. They are not 2021 AUT EIM
benefits.

b. Attachments 026-A through 026-D contain the workpapers submitted as part of PGE’s

Minimum Filing Requirements in OPUC Docket No. UE 359.
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Attachment 026-A summarizes the benefit data, which is identified in part a of this
response.

Attachment 026-B includes PGE’s measurement of 2018 sub-hourly dispatch actuals with
bid cost recovery included. See PGE’s response to OPUC Data Request No. 070 for
additional discussion on Bid Cost Recovery.

Attachment 026-C includes PGE’s measurement of 2018 hydro GHG revenue that was
used as the basis for the GHG benefit forecast.

Attachment 026-D includes PGE’s measurement of grid management charges in 2018.

c. PGE objects to this request on the basis that it requires is overly broad, unduly burdensome,
and requires new analysis. Without waiving and notwithstanding this objection PGE
responds as follows:

Attachment 026-E provides a calculation of 2021 EIM benefit using the approach PGE
utilized for its forecast of 2020 EIM benefits. Attachment 026-E includes a result with
gross bid cost recovery dollars included in the calculation and a result with gross bid cost
recovery dollars excluded. The result with gross bid cost recovery dollars included is
consistent with the approach PGE utilized for its forecast of 2020 benefits (i.e., PGE
included gross bid cost recovery dollars CAISO paid to PGE participating resources).
However, allowing bid cost recovery dollars from 2019 to contribute to the creation of a
2021 EIM benefit forecast is unsuitable for several reasons. These reasons include:

1. PGE’s participating resources received bid cost recovery dollars during the first
quarter of 2019 that are not representative of the existing CAISO real-time market.
During the first quarter of 2019, CAISO initiated a market software change that
was impacting unit commitment logic in a manner that resulted in bid cost recovery
dollars being assigned to PGE’s participating resources. CAISO resolved the error
in its unit commitment logic in March 2019, and the assignment of bid cost recovery
dollars to PGE’s participating resources was also reduced. PGE described the
details of this impact in OPUC Docket No. UE 359.1

2. Bid Cost Recovery dollars received by PGE’s participating resources can be offset
by the Bid Cost Recovery charges PGE’s EIM Entity is required to pay to CAISO.
The EIM Entity is charged Bid Cost Recovery dollars, because PGE is often an
importer in the EIM and importers bear the cost of the Bid Cost Recovery dollars
paid to the resources committed by the market but not made whole by energy prices.
See also PGE’s Response to OPUC Data Request No. 98.

Since the use of bid cost recovery dollars is not appropriate for use in 2021 benefit
forecasting, PGE included a second calculation with bid cost recovery dollars excluded in
Attachment 026-E. See also PGE’s response to OPUC Data Request No. 070.

Finally, PGE notes that its proposal in the 2020 AUT to use PGE’s measurement of 2018
actual EIM benefits as a basis for forecasting 2020 benefits relied on the fact that the
calendar year benefits were similar to normalized benefits produced from previous
modeling efforts (which relied on production cost modeling). However, as PGE also

! See PGE Exhibit 400, pages 13 and 14.
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emphasized in OPUC Docket No. UE 359, its use of prior calendar year benefit
measurements (i.e., dollars saved) will be an inappropriate basis for forecasting future
dollars saved if the calendar year includes extraordinary (i.e., ‘non-normal’) events. PGE’s
calendar year 2019 benefit measurement includes extraordinary events.

See PGE’s Response to OPUC Data Request No. 076 for GHG revenues by month.
Attachment 026-F provides revenue data at an interval level, but the data will differ slightly
from the results reported in OPUC Data Request No. 076, because the interval level data
is rounded when it is retrieved from PGE’s PCI software.

See PGE’s Response to OPUC DR 70 for sub-hourly dispatch savings by month.
Workpapers used to calculate the sub-hourly dispatch savings by month include:

2020: Attachment 026-G includes the calculation of PGE’s 2020 sub-hourly dispatch
benefit by month with and without bid cost recovery dollars assigned to participating
resources. The data is from January 1, 2020 through March 31, 2020. Attachment 026-H
includes real-time level data from January 1, 2020 through March 31, 2020.

2019: Attachment 026-1 includes the calculation of PGE’s 2019 sub-hourly dispatch by
month with and without bid cost recovery dollars assigned to participating resources.
Attachment 026-J includes real-time level data from January 1, 2019 through December
31, 20109.

2018: See PGE’s Response to AWEC DR 33 for 2018 real-time interval data.

2017: PGE does not have October 1, 2017 through December 31, 2017 data in a format
comparable to data in 2018 and later, because prior to January 1, 2018 PGE’s benefit
estimation analysis was not fully integrated into its current software analytics tools.

In Attachments 026-H and 026-J the detail for thermal resources includes:
1. Base Schedule (MWh)

FMM Incr (MWh)

RTD Incr (MWh)

UIE Incr (MWh)

FMM EN Rev

RTD EN Rev

RTD UIE Rev

BCR

In Attachments 026-H and 026-J the detail for hydro resources includes:

Base Schedule (MWh)

FMM Incr (MWh)

RTD Incr (MWh)

UIE Incr (MWh)

L N o g bk~ DN

M w e
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10. P&L (Profit and Loss)

5
6
7.
8
9

FMM EN Rev
RTD EN Rev
UIE Rev
BCR

Cost

AWEC/102
Kaufman/8

Throughout the year, PGE completed its benefit measurements after CAISO’s T+12
settlement activity was complete for the relevant trading month. Since that time, T+55
settlement activity has been processed and results reported in Attachments 026-G and 026-
I will not precisely match the real-time transaction level detail provided in this response.

f. See parts a through e
Attachments 026-B, 026-C, 026-D, 026-F, and 026-G through 026-J are protected information

subject to Protective Order No. 20-100.
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Provided in Electronic Format

PGE’s Calculation of 2021 EIM Benefit Using the 2020 AUT
EIM Benefit Forecast Method



Bid Cost Recovery Included

1 Western EIM Gross Benefit
2 Settlement Charges

3 Net EIM Benefit

4 Hydro GHG Benefit

Total Gross Benefit
Total Net Benefit

Bid Cost Recovery Excluded

1 Western EIM Gross Benefit
2 Settlement Charges

3 Net EIM Benefit

4 Hydro GHG Benefit

Total Gross Benefit
Total Net Benefit

AWEC DR 026 Request

AWEC/102
Kaufman/10

Notes Escalator

2019 $ Actual sourced from Attachment 026-1
2021 $ escalates 2019 $ Actual by 2.5 percent
2019 $ Actual sourced from 2019 GMC Charges
2021 $ escalates 2019 $ Actual by 2.5 percent

2019 $is 2019 Hydro FMM Revenue
2021 $ reduces 2019 $ Actual by 50% for quantity reduction and escalates by 7.5% for inflation and real GHG price escalation

2019 $ Actuals Result for Part C
$8,981,619 $9,436,314
($1,024,744) ($1,076,622)
$7,956,875 $8,359,692
$2,476,217 $1,430,789
$11,457,836 $10,867,102
$10,433,091 $9,790,480
AWEC DR 026 Request
2019 $ Actuals Result for Part C
$6,310,449 $6,629,916
($1,024,744) ($1,076,622)
$5,285,705 $5,553,294
$2,476,217 $1,430,789
$8,786,666 $8,060,704
$7,761,921 $6,984,082

Notes Escalator

2019 $ Actual sourced from Attachment 026-1
2021 $ escalates 2019 $ Actual by 2.5 percent
2019 $ Actual sourced from 2019 GMC Charges
2021 $ escalates 2019 $ Actual by 2.5 percent

2019 $ is 2019 Hydro FMM Revenue
2021 $ reduces 2019 $ Actual by 50% for quantity reduction and escalates by 7.5% for inflation and real GHG price escalation



AWEC/102
Kaufman/11

PositionName San Feb Mar May Sun ur Aug Sep. ot Nov Dec Total
[Bre1_s_soAromaN 522,666 515,324 1$8,362) 5305 50 $7,815 $31,252 $58,134 156,395) $12,552 53,863 $137,154
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June 22, 2020

TO: Jesse O. Gorsuch

Alliance of Western Energy Consumers
FROM: Jaki Ferchland

Manager, Revenue Requirement

PORTLAND GENERAL ELECTRIC
UE 377
PGE Response to AWEC Data Request No. 027
Dated June 8, 2020

Request:

Please refer to #FINAL_Hydro Limit Summary.xIsx, sheet Hydro_Pivo, columns G and H.

a. Do these values represent the hourly limit for hydro resource EIM dispatches in PGE’s

EIM benefit model? If no, what are these values used for in the EIM benefit model?

Please explain why PGE believes these values represent the appropriate hourly limit for
limit for hydro resource EIM dispatches in PGE’s EIM benefit model.

Please explain why the average increment and decrement amounts are calculated using the
total number of hours within each month, rather than the total number of hours in the month
with increments and the total number of hours within each month with decrements.

Response:

a. No, not predominantly. The purchase (i.e., “Dec”) limits are predominantly transactional

volumes where PGE is using its base schedule and bids to purchase energy from the EIM
during the hour (instead of the real-time market prior to the balancing hour). That is, Dec
limits are effectively capturing trading activity PGE implements without impacting PGE’s
intended hydro dispatch. With respect to sales (i.e., “Inc”) limits, it is more often the case
that a hydro dispatch would support the sale. Therefore, the Inc limit will effectively
represent EIM dispatches. In part b of this response, PGE explains why “EIM dispatch” is
a small part of the hourly limit.

PGE discussed its method for attaining value from hydro resources in its technical
workshop presentation on June 5, 2020. The presentation materials are included in PGE’s
Response to AWEC Data Request No. 32. Slide 9 of the presentation provides an example
of using hydro base schedules and bids as a method to purchase energy in the EIM. In the
example, the predominant benefit driver is CAISO “re-scheduling” the resource from 125
MW to 25 MW in the fifteen-minute market. This “re-scheduling” is effectively
transactional purchase volume that PGE is implementing through EIM scheduling and
bidding. PGE has identified a need to purchase energy and is electing to purchase the
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energy via the EIM during the hour instead of through the bilateral real-time market prior
to the hour. In other words, PGE’s intended dispatch (i.e., desired operating level) for the
hydro resource based on its resource planning and optimization prior to the operating hour
was 25 MW. Instead of purchasing 100 MW bilaterally prior to the trading hour, the real-
time trader elected to purchase the energy via the EIM through their use of the hydro base
schedule and accompanying bids.

Because the predominant EIM benefit driver associated with hydro is the base schedule as
a trading tool, not EIM dispatch, the limits are the appropriate limits for assessing the value
hydro resources provide via EIM. If PGE limited the hydro volumes to dispatches (i.e.,
deviations from the planned operating level prior to the operating hour communicated via
base schedules and bids), the hydro limits, particularly for purchase volume, would be
much smaller. PGE also notes that under the current method, MONET hydro energy
generation does not recalibrate each hour based on EIM dispatches. Therefore, there is
likely a small increase in power costs not accounted for in the current MONET / EIM
benefit construct. However, since hydro sales that result from EIM dispatch are less
frequent and lower in magnitude, PGE believes the simplification is reasonable as part of
its effort to more closely align NVPC forecasts resulting from MONET and EIM
assumptions.

As is the case with many MONET inputs and the AUT/PCAM construct, PGE seeks to
establish a NVPC forecast based on a set of conditions and assumptions that does not
overweight real-world conditions that deviate from the MONET/AUT construct of
‘normal’ operating conditions.

With respect to the increment and decrement amounts, PGE elected to use the total number
of hours within each month in order to estimate the reasonable level of transactional
volume that PGE could execute under normal market conditions, and the total number of
hours is one approach for smoothing out the impacts from hours that had non-normal
market conditions.

As the question in part c. suggests, there are other approaches. PGE notes that if only the
total number of hours in the month with increments (or decrements) is used, the value may
be more susceptible to events in historical data that do not represent ‘normal’ operating
conditions. For example, included in PGE’s Q1 2019 operating data are the market impacts
from the Enbridge gas pipeline explosion as well as unexpected cold weather and below
normal hydro during February 2019 that caused Mid-C prices to clear considerably above
expectations in the AUT forecast. This was a time period where PGE’s hydro trading
methods in the EIM were used extensively in ‘non-normal’ conditions, because it could
purchase more economically in the EIM (relative to the real-time bilateral market). In other
words, PGE had a higher decremental (“Dec”) volume than PGE would expect under
normal market conditions. If PGE established the decrement average using only decrement
hours during the ‘non-normal’ conditions, it would likely over-predict usage in future
years.

Table 1 compares the hydro decrement limit in PGE’s initial filing to the method identified
by AWEC in part c. of this response. If the 2019 data was used to predict hydro decrement
volumes in 2020, AWEC’s method would have over-predicted decremental trading (based
only on the averages of hours when decremental trading occurred) in every month. PGE’s
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method would have more closely aligned with the 2020 results based on the alternative
method identified in part c. Employing the approach identified by AWEC in part ¢ of DR
027 would likely require the use of multiple years of data or an identification and removal
of outlier data impacting both incremental and decremental limits in order to more
reasonably represent ‘normal’ market conditions.

Finally, PGE notes that while its use of all hours in a month places downward pressure on
the average, PGE also places upward pressure on the average through its use of 5-minute
data instead of a net hourly value. For example, if a hydro resource decreased 5 MW from
its base schedule during the first 5-minute interval and increased 5 MW from its base
schedule during the second 5-minute interval, PGE’s method includes the 5SMW in its
hydro limit calculation for both “Inc” and “Dec” directions, where the hourly aggregated
value would have shown 0 MW in the limits calculation. The 0 MW result from a net
hourly value is more closely aligned with the bi-lateral trading timeline where decisions to
buy or sell are for a forward hour, not a 5-minute to 5-minute basis. Attachment 027-A
provides the analysis that informs the hydro decrease limits reflected in the table below.

Table 1 - Hydro Decrease Limit
2019 2019 2020
PGE Initial Filing AWEC DR 27 AWEC DR 27
Method Method
Jan 87.31 MW 133.64 MW 104.12 MW
Feb 119.51 MW 166.36 MW 110.08 MW
Mar 91.90 MW 143.83 MW 114.84 MW

Attachment 027-A is protected information subject to Protective Order No. 20-100.
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TO: Jesse O. Gorsuch

Alliance of Western Energy Consumers
FROM: Jaki Ferchland

Manager, Revenue Requirement

PORTLAND GENERAL ELECTRIC
UE 377
PGE Response to AWEC Data Request No. 034
Dated June 9, 2020

Request:

Please refer to MFRs (confidential)\\VVol 3 - Thermal\Thermal Forced Outage\Carty\Data 2019.
Please provide this data for 2016, 2017, and 2020.

a.

Please clarify what infant mortality is.

b. Does PGE expect Carty to continue experiencing infant mortality issues in 2021

operations? If no, why is the value in the referenced file included in the 2021 AUT
forecast?

c. Please refer to Docket No. UE 1355 PGE/100 Hager - Tinker/14 at lines 4 to 7. Please
provide all materials from each of the referenced sources regarding Carty or similar unit
outage rates.

Response:
Confidential Attachment 034-A provides Carty availability reports for 2016, 2017, and January to
May of 2020.

a. “Infant mortality” is a slang term used in the industry to describe the premature failure of

equipment and parts. This occurs when a series of new parts and equipment are
simultaneously installed in a new plant during construction, and a certain percentage of
them fail at a faster rate than planned. Often during the first few years of operation, there
are some parts and equipment that will fail faster than the normal population of parts,
typically due to manufacturing faults. After the initial 3 to 5 years, plants are often thought
to have passed through the “infant mortality” of parts period, and then proceed into a period
of normal forced outage rates for similarly designed plants with similar ages of equipment.

In July 2021 Carty will have been operational for 5 years and will be out of the “infant
mortality” period. The value is referenced in the supporting data for 2021 modeling
because the Carty forced outage rate forecast uses 2016 and 2017 initial forced outage rate
estimates that include the infant mortality assumption.
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c. The UM 1355 citation referenced by AWEC is specific to PGE’s Port Westward plant.
PGE does not have similar materials related to Carty. As noted in UM 1355 PGE/100
Hager-Tinker/14, lines 15-16, the methodology applied to develop an estimate forced
outage rate for the first years of Port Westward operations is not necessarily applied to all
new gas facilities.

As noted in the MFRs, to develop the forced outage rate estimate for MONET modeling
when Carty was added to PGE’s resource portfolio in the 2016 general rate case, PGE
relied on discussions with PGE’s Generation Projects and also reviewed NERC data for
similarly sized Combined Cycle Combustion Turbine gas plants that were built recently.
Please see these supporting materials in PGE’s April 15 MFRs, Vol 3 - Thermal\Thermal
Forced Outage\Carty.

Attachment 034-A is protected information subject to Protective Order No. 20-100.
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Provided in Electronic Format
Protected Information Subject to Protective Order 20-100

Carty Availability Reports
2016, 2017, and January-May 2020



Page 18 of Exhibit AWEC/102 contains Protected Information Subject to Order No. 20-100 and
has been redacted in its entirety.
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TO: Jesse O. Gorsuch

Alliance of Western Energy Consumers
FROM: Jaki Ferchland

Manager, Revenue Requirement

PORTLAND GENERAL ELECTRIC
UE 377
PGE Response to AWEC Data Request No. 036
Dated June 9, 2020

Request:

Please refer to WUTC Docket No. UE-190882 - Final Order 05. If the response to DR 35 is no,
please provide the following:

a. The tests and communications related to the tests referenced in Par. 28, 33, 36, as well as
any other tests performed by Talen related to MATS PM.

b. Agenda, notes, presentations and all other data and documents related to the meetings
referenced in Par. 29.

c. All communications referenced in Par. 30, 32, 34,

d. The root cause analysis and all related documents and communications identified in Par.
ar.

e. The O&O committee meeting minutes, attendee list, presentations, handouts, and all other
materials related to Colstrip Owner and Operator committee meetings in 2018.

f.  All communication between PGE and Talen related to Colstrip MATS compliance in 2018.

g. All actions taken by PGE in 2018 related to Colstrip MATS compliance and oversight of
Talen.

Response:

PGE objects to this request on the basis that it is overly broad and unduly burdensome. Subject to
and without waiving its objection PGE responds as follows:

Pursuant to a telephone and email communication, AWEC modified the data request to ask the
following:

a.

Confirm that Q1 2018 PM MATS testing for Colstrip showed a site-wide emissions rate of
0.030 Ib/MMBtu. Also confirm that this represents the limit for the site. If PGE does not
confirm these statements, please explain and provide all relevant documentation.
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b.

Provide agenda, meeting minutes, presentations related to MATS PM testing, and any PGE
notes related to MATS PM testing from the February 21, March 21, April 15, May 16, and
June 20 committee meetings.

AWEC withdrew this part.

The root cause analysis and all related documents and communications identified in Par.
37.

AWEC withdrew this part.

Referring to paragraph 30 of WUTC Final Order 05, does PGE agree that the statements
in this paragraph are accurate? If not, please explain what PGE believes is inaccurate and
provide supporting documentation. If yes, please provide any communications PGE made
to Talen in response to Talen’s communications that it expected Colstrip to pass its Q2
MATS PM testing.

PGE responds as follows:

a.

PGE confirms that the 0.030 Ib/MMBtu emission rate is the emissions limit for the Colstrip
site. Attachment 036-A provides the Colstrip 2018 MATS 1% Semi-Annual Report. The
Q1 2018 PM MATS testing results for all Colstrip Units are provided in Appendix D,
starting on page 11. As reflected in Appendix D of the report, the Q1 2018 PM MATS
testing resulted in an emission rate range from 0.021Ib/MMBtu to 0.035 Ib/MMBtu for
Colstrip Units 1 through 4. Given the emission rates reported for each unit, the site-wide
average emission rate for the Q1 2018 PM MATS testing appears to have been at 0.029
Ib/MMBtu.

Attachment 036-B provides meeting agendas and PGE notes from 2018 Colstrip owners
meetings. Due to personnel retirement and turn-over, PGE was not able to locate the notes
for the February 21, 2018 Colstrip owners meeting. Should PGE locate the February 21,
2018 notes, we will supplement the response to this data request and provide them as soon
as possible.

N/A

Attachment 036-C provides the root cause analysis report. Please see PGE’s response to
AWEC Data Request No. 035, Attachment 035-A, which provides PGE’s request that the
plant operator and co-owners have an independent third-party facilitation of the Root Cause
Analysis.

N/A

AWEPC refers to the following paragraph in WUTC Docket No. UE-190882, Final Order
05:

“At times from February 14, 2018, to June 27, 2018, including at the O&O Committee
Meetings between February 21 and June 20, 2018, Talen communicated to the Companies
its expectation and recurring recommendation that Colstrip would pass its second
quarterly (Q2) MATS PM Testing. This expectation was based upon observations of the
CAM Plan’s alternative and indicators and their historic correlation with PM emissions
levels.”
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PGE cannot confirm the statements in the paragraph are accurate. PGE’s notes from the
Colstrip Units 3 and 4 owners meetings that took place between January and May, 2018
do not show any discussions that would confirm the statement. However, as noted above
in part b, due to personnel retirement and turn-over PGE was not able to locate
communications that would include PGE’s notes from the February 21, 2018 owners
meeting. According to PGE’s notes provided in Attachment 036-B, the MATS testing
was first discussed during the meeting that took place on June 20, 2018. During that
meeting PGE requested that the plant operator ensure the accuracy of the testing and raised
the coal quality issue.

Attachments 036-A through 036-C are protected information subject to Protective Order No. 20-
100.
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Attachment 036-B
Provided in Electronic Format
Protected Information Subject to Protective Order 20-100

2018 Colstrip Owners Meeting Notes



Pages 23-48 of Exhibit AWEC/102 contain Protected Information Subject to Order No. 20-100
and have been redacted in their entirety.
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TO: Sabrinna Soldavini
Public Utility Commission of Oregon

FROM: Jaki Ferchland
Manager, Revenue Requirement

PORTLAND GENERAL ELECTRIC
UE 377
PGE Response to OPUC Data Request No. 004
Dated May 14, 2020

Request:

Please refer to PGE/100, Seulean — Kim — Batzler/22, which state “MONET does not assume any
availability of non-firm delivered gas from December to February.”

a. Does PGE confirm this assumption matches with actual operations? That is, historically, has
non-firm gas been delivered to the PW/Beaver complex in December through February?

b. Please provide the amount of non-firm gas delivered to the PW/Beaver complex, by month in
the years 2017, 2018, and 2019.

Response:

a. Yes, PGE’s assumption matches with actual operations. PGE does not assume non-firm
delivered gas is available to supply at the PW/Beaver complex from December to February
because historically PGE had very limited purchases of non-firm delivered gas in that
period .

b. Attachment 004-A provides the requested information. As reflected in Attachment 004-A,
the non-firm gas purchased in the period December to February for the years 2017 to 2019
is only approximately 1.8% of total non-firm gas delivered at the PW/Beaver complex from
January 1, 2017 to December 31, 2019.

Attachment 004-A is protected information subject to Protective Order No. 20-100.





