Cleantech Law Partners, PC
6228 SW Hood Ave.
| f Portland, OR 97239

Cleantech Law Partners 541.270.6001

March 18, 2013
Oregon Public Utility Commission
Attention: Filing Center
550 Capitol Street NE, #215
PO Box 2148
Salem OR 97308-2148
E-mail: PUCfilingcenter@state.or.us
Re:  Docket UM 1610—Investigation into Qualifying Facility Contracting and Pricing
Attention Filing Center:
Enclosed for filing in UM 1610 are an original and five (5) copies of

Direct Testimony of Small Business Utility Advocates:
SBUA 100 Testimony of Greg Price

This document is being filed by electronic mail with the Filing Center. Hard copies will
be sent via US Mail. An extra copy of this cover letter is enclosed. Please date stamp the
extra copy and return it to me in the envelope provided.

This document is being served upon the UM 1610 service list.

Sincerely,

Diane Henkels, CLP
Counsel for SBUA

Enclosure

Cc: UM 1610 Service list (by e-mail)

www.CleantechLawPartners.com
SAN FRANCISCO | PORTLAND | NEW YORK | BOSTON



Cleantech Law Partners, PC
6228 SW Hood Ave.

Portland, OR 97239
541.270.6001

Cleantech Law Partners
CERTIFICATE OF FILING SERVICE
| hereby certify that on March 18, 2013, | served a copy of SBUA’s Direct Testimony upon
the persons named in the UM 1610 Service list by electronic mail only as all parties have waived

service.

Oregon Dockets

PacifiCorp, dba Pacific Power
825 NE Multhomah St, Ste 2000
Portland OR 97232
oregondockets@pacificorp.com

RNP Dockets

Renewable Northwest Project
421 SW 6TH Ave., Ste. 1125
Portland OR 97204
dockets@rnp.org

Paul Ackerman

Exelon Business Services Company
100 Constellation Way, Ste 500C
Baltimore, MD 21202
Paul.ackerman@-constellation.com

Gregory M. Adams

Richardson & O'Leary

PO Box 7218

Boise ID 83702
greg@richardsonandoleary.com

Brittany Andrus

Public Utility Commission of Oregon
PO Box 2148

Salem OR 97308-2148
Brittany.andrus@state.or.us

James Birkelund, President

Small Business Utilities Advocates
548 Market St. Ste 11200

San Francisco, CA 94104
james@uitilityadvocates.org

Peter Blood

VP Origination & Portfolio Mgmt
Columbia Energy Partners LLC

317 Columbia St.

Vancouver WA 98660
pblood@columbiaenergypartners.com

Regulatory Dockets

Idaho Power Company
PO Box 70

Boise ID 83707-0070
dockets@idahopower.com

Citizen Utility Board
Citizens Utility Board

610 SW Broadway, Ste 400
Portland OR 97205
dockets@oregoncub.org

Northwest Energy Systems Company
LLC

Daren Anderson

1800 NE 8TH ST., STE 320

Bellevue WA 98004-1600
da@thenescogroup.com

Stephanie Andrus

Oregon Department of Justice
Business Activities Section
1162 Court St NE

Salem OR 97301-4096
Stephanie.andrus@state.or.us

Adam Bless

Public Utilities Commission of Oregon
PO Box 2148

Salem OR 97308
adam.bless@state.or.us

Kacia Brockman

Oregon Department of Energy
Energy Policy Analyst

625 Marion St NE

Salem OR 97301
kacia.brockman@state.or.us

www.CleantechLawPartners.com
SAN FRANCISCO | PORTLAND | NEW YORK | BOSTON



Cleantech Law Par’fners

Annala, Carey, Baker et al

Will H. Carey

PO Box 325

Hood River OR 97031
wcarey@hoodriverattorneys.com

R. Bryce Dalley

Pacific Power

825 NE Multhomah St., Ste 2000
Portland OR 97232
bryce.dalley@pacificorp.com

Megan Walseth Decker
Renewable Northwest Project
421 SW 6TH Ave #1125
Portland OR 97204-1629
megan@rnp.org

Lloyd Fery

11022 Rainwater Lane SE
Aumsville OR 97325
dlchain@wvi.com

J. Richard George

Portland General Electric Company
121 SW Salem ST 1WTC1301
Portland OR 97204
richard.george@pgn.com

Robert Jenks

Executive Director

Citizens Utility Board

610 SW Broadway, Ste 400
Portland OR 97205
bob@oregoncub.org

Matt Krumenauer

Oregon Department of Energy
Senior Policy Analyst

625 Marion St NE

Salem OR 97301
matt.krumenauer@state.or.us

6228 SW Hood Ave.
Portland, OR 97239
541.270.6001

Randy Dahlgren

Portland General Electric
121 SW Salmon St - IWTC0702
Portland OR 97204
pge.opuc.filings@pgn.com
Melinda Davison

Davison Van Cleve PC
333 SW Taylor St Ste 400
Portland OR 97204
mjd@dvclaw.com
mail@dvc.law.com

Bill Eddie

One Energy Renewables

206 NE 28TH Ave

Portland OR 97232
bill@oneenergyrenewables.com

Renee M. France

Senior Assistant Attorney General
Natural Resources Section

1162 Court St NE

Salem OR 97301-4096
renee.m.france@doj.state.or.us

John Harvey

Exelon Wind

4601 Westorn Pkwy. #300
West Des Moine, IA 50266
John.harvey@exeloncorp.com

Kenneth Kaufmann
Lovinger Kaufmann LLC
825 NE Multnomah Ste 925
Portland OR 97232-2150
kaufmann@lklaw.com

David A. Lokting

Stoll Berne

209 SW Oak Street, Ste 500
Portland OR 97204
dlokting@stollberne.com

www.CleantechLawPartners.com
SAN FRANCISCO | PORTLAND | NEW YORK | BOSTON

Cleantech Law Partners, PC


mailto:bob@oregoncub.org�

Cleantech Law Par’fners

Richard Lorenz

Cable Huston Benedict Haagensen &

Lloyd LLP

1001 SW Fifth Avenue, Ste 2000
Portland, OR 97204-1136
rlorenz@cablehuston.com

John Lowe

Renewable Energy Coalition
12050 SW Tremont St

Portland OR 97225-5430
jravensandmarcos@yahoo.com

Mike McArthur

Executive Director

Association of Oregon Counties
PO Box 12729

Salem OR 97309
mmcarthur@aocweb.org

Glenn Montgomery

Oregon Solar Energy Industries
Association

PO Box 14927

Portland OR 97293
glenn@oseia.org

Kathleen Newman

Oregonians for Renewable Energy
Policy

1553 NE Greensword Dr

Hillsboro OR 97214
Kathleenoipl@frontier.com;
k.a.newman@frontier.com

Elaine Prause

Energy Trust of Oregon

421 SW Oak ST #300

Portland OR 97204-1817
elaine.prause@energytrust.org

Lisa F. Rackner

McDowell Rackner & Gibson PC
419 SW 11TH AVE., STE 400
Portland OR 97205
dockets@mecd-law.com

6228 SW Hood Ave.
Portland, OR 97239
541.270.6001

Jeffrey S Lovinger

Lovinger Kaufmann LLC
825 NE Multhomah Ste 925
Portland OR 97232-2150
lovinger@Iklaw.com

Adam Lowney

McDowell Rackner & Gibson PC
419 SW 11TH Ave, Ste 400
Portland OR 97205
adam@mcd-law.com

G. Catriona McCracken
Legal Counsel/Staff Attorney
Citizens Utility Board

610 SW Broadway, STE 400
Portland OR 97205
catriona@oregoncub.org

Thomas Nelson

Attorney at Law

PO Box 1211

Welches OR 97067-1211
nelson@thnelson.com

Mark Pete Pengilly

Oregonians for Renewable Energy
Policy

PO BOX 10221

Portland OR 97296
mpengilly@gmail.com

Greg Price

PMB 634

11124 NE Halsey
Portland, OR 97220

Peter J. Richardson

Richardson & O'Leary PLLC

PO Box 7218

Boise ID 83702
peter@richardsonandoleary.com

www.CleantechLawPartners.com
SAN FRANCISCO | PORTLAND | NEW YORK | BOSTON

Cleantech Law Partners, PC



Cleantech Law Parfners

Toni Roush, Roush Hydro Inc.
366 E Water

Stayton OR 97383
tmroush@wvi.com

Donald W. Schoenbeck

Regulatory & Cogeneration Services,
Inc.

900 Washington St. Ste 780
Vancouver WA 98660-3455
dws@r-c-s-inc.com

David Tooze

City of Portland Bureau of Planning &
Sustainability

1900 SW 4TH Ste 7100

Portland, OR 97201
david.tooze@Portlandoregon.gov

S. Bradley Van Cleve
Davison Van Cleve PC

333 SW TAYLOR - STE 400
PORTLAND OR 97204
bvc@dvclaw.com

Mary Wiencke

Pacific Power

825 NE Multnomah St., Ste 1800
Portland OR 97232-2149
mary.wiencke@pacificorp.com

Cleantech Law Partners, PC
6228 SW Hood Ave.

Portland, OR 97239
541.270.6001

Irion A. Sanger

Attorney

Davison Van Cleve PC
333 SW Taylor - Ste 400
Portland OR 97204
ias@dvclaw.com

John W. Stephens

Esler Stephens & Buckley

888 SW Fifth Ave Ste 700
Portland OR 97204-2021
stephens@eslerstephens.com;
mec@eslerstephens.com

John Volkman

General Counsel

Energy Trust of Oregon

421 SW Oak St #300

Portland OR 97204
john.volkman@energytrust.org

Donovan E. Walker

Idaho Power Company
PO BOX 70

BOISE ID 83707-0070
dwalker@idahopower.com

Dated: March 18, 2013.

Diane Henkels, Attorney at Law
Cleantech Law Partners, PC
Attorneys for SBUA

www.CleantechLawPartners.com
SAN FRANCISCO | PORTLAND | NEW YORK | BOSTON



UM 1610 Investigation into Qualifying Facility
Contracting and Pricing

Small Business Utility Advocates

Response Testimony of Gregory Price

March 18, 2013



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

SBUA/100
Price/l

1. Introduction and Summary

Q: Please state your full name, occupation, and describe your background for this
testimony.
A: My name is Gregory Price. | am State Policy Director for the Distributed Wind Energy
Association (DWEA). DWEA is acollaborative group comprised of manufacturers, distributors,
project developers, dedlers, installers, and advocates, whose primary mission is to promote and
foster all aspects of the American distributed wind energy industry.

| am also Sales Manager North Americafor EWT Americas (“"EWT”). EWT isaglobal
designer and manufacturer of direct drive wind turbines. The company has an extensive product
line, an engineering department covering all relevant disciplines, and a dedicated service and
maintenance organization. EWT delivers single turbines as well as wind farms on aturn-key
basis. The company offers a broad range of direct drive turbines ranging from 250kW to 3aMW.
Q: Please describe your Education and Qualifications for this testimony.
A: | have been working in the wind energy industry for over adecade. | have worked with
manufacturers, developers, distributors, governmental agencies, businesses, and homeowners
across the country and internationally to provide wind energy solutions. | have experiencein
turbine and tower design, training, financial modeling, production forecasting, and sales and
marketing. | hold a master of business administration degree from Portland State University,
concentrating on international business development and policy. | am a founding member of
Oregon Small Wind Energy Association, and was the organization’ s first executive director. | am
also the founder of New Roots Energy, a consulting company providing services to the wind
energy industry. | am also a part-time professor at Graduate School of Business at Portland State

University.
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Q: What is the purpose of your testimony?
A: To provide support to and help assure afair market for small businesses working in the
distributed renewable energy market sector and their related projects.
Q: Please summarize your testimony:
A: My testimony will describe the small business sector of the Oregon economy, how it

relates to renewabl e energy generation in the state, why the federal Public Utility Regulatory
Policies Act of 1978 (“PURPA”) and the Oregon PURPA statute and rules are important to small
business, why athreshold of 10 MW should be maintained, and | will respond to observations
concerning the characterization of entities that develop PURPA wind energy projects.
2. Small business in Oregon and PURPA

Q: What is a small business in Oregon?
A. Small businesses are referred to differently in different State of Oregon sources, but
generaly signify businesses with a certain number of employees. For example, ORS 183.310,
the Oregon Administrative Procedures Act, Section (10) defines“Small business’ as“a
corporation, partnership, sole proprietorship or other legal entity formed for the purpose of
making a profit, which is independently owned and operated from all other businesses and which
has 50 or fewer employees.” Asused in the Oregon Small Business Development Act of 1983,
“small business” means a business having 100 or fewer employees. ORS 285B.123(2).

In March 2012, more than half of the private-sector firmsin Oregon had fewer than five

employees, and firms with fewer than 20 employees accounted for 89 percent of all Oregon
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firms.* By comparison, firms with 250 employees or more represented less than one percent of
the total number of firms but employed about 36 percent of Oregon workers.?

Q: What proportion of utility rate payers are small businesses?

A: It isdifficult to know exactly, however, of the 1,400,277 customers of OPUC regulated
utilities® , commercia and industrial customers of OPUC regulated utilities number 195,803,
according to 2011 OPUC statistics.* Many if not the vast mgjority of those commercial and
industrial customers are likely to be small businesses.

Q: What is the relation between distributed wind energy and small business?

A: Distributed wind, commonly referred to as small and community wind, is the use of wind
turbines at homes, farms, businesses, and public facilities to off-set all or a portion of on-site
energy consumption. The distributed sector of wind and other forms of renewable energy,
includes project developers, genera contractors, distributors, manufacturers, engineers,
electricians, small and rural businesses, farms, and residential home owners, and local
governments.

Q: Where in Oregon is the impact of distributed wind energy experienced most?

A: Generdly, Oregon’s better wind resourcesis located in rural parts of the state so the
impact of the distributed wind industry is felt as much or morein rural Oregon than in the urban
areas. Oregon’'srura areais much larger than its urban area, and most of the resources for other
renewable energy generation are located in rural Oregon. First quarter statistics for 2010

indicate that smaller firms play a crucial role in the economies of rural counties throughout the

' Oregon Labor Market Information System 2012
Qttp:llwww.qual ityinfo.org/olmigj/ArticleReader?itemid=00008504
Id.

® http://www.oregon.gov/puc/docs/statbook2011.pdf p. 9
* http://www.oregon.gov/puc/docs/statbook2011.pdf p. 19
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state.® In Oregon's non-metro areas, the smallest firms (1-9 employees) account for 24 percent
of payroll employment compared to just 15 percent for the metro areas. Largefirmsare
concentrated in metro areas.
Q: What is the significance of this docket to small business in Oregon?
A: Decisions made in this docket will impact the ability of small businessesto participatein
Oregon'’s clean energy economy. Clean technologies and wood and forest products are key
industry sectorsidentified as focus areas and pressing needs by the Small Business Advisory
Council in a2009-2010 Action Plan, and funding and regulatory issues were identified as
barriers.®. High priorities within the small business community therefore include supporting
small renewable energy companies that facilitate the development of clean technologies.
Distributed generation can help reduce overhead costs for businesses by reducing their
electric consumption and/or utility bill. Distributed generation also creates local jobs and fosters
business opportunity and growth for small businesses. All distributed generation projects require
local skilled labor, equipment, resources, and small business to support and create successful
development of distributed projects, which isvital to the fiscal health of rural Oregon.
Additionally, one of the strongest market driver in Oregon is the Energy Trust of Oregon, which
isonly located in investor-owned utility service territory, and often not available to projectsin
rural Oregon where there is good wind resource, or to projects above 100kW, but below 10MW
that still need these financial incentivesto be viable. The perspective of small business concerns
are multifaceted and include the goal of maintaining just and reasonable electricity rates. Small
Business Utility Advocates believes rate concerns should be tempered with strong support for

developing clean technol ogies and small-scal e distributed generation businesses.

® http://www.qualityinfo.org/ol misj/ArticleReader 7itemi d=00006573#seg0002

® http://www.oregon4biz.com/SBA Council/ActionPlan.pdf pp 5-6
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3. Project Eligibility
Q: What is a reasonable size demarcation for projects eligible for standard offer
contracts?
A: Maintaining the cap at 10MW would be the most reasonable since thisis a clear
demarcation from larger non-PURPA projects. It isimportant to note that projects under 10MW
have significant barriersto overcome. Many of which are uncertainties that cannot be quantified
or modeled given that many of these variables are unknown and are risky since devel opers and
investors have to spend very large amounts of money before they can even determine if their
project isfeasible. Not knowing what your risks are or how significant they may be in advance
stifles what little market opportunity thereis, and puts arisk premium on smaller projectsthat is
not only unreasonable, but also unnecessary and debilitating. Most investors and financiers are
not interested in financing smaller projects, especially projects below 10MW. Trying to finding
financial partners and investors for projectsis already difficult to finance without having a
standard offer or knowing in advance the terms and agreements in the contract. Uncertainty
regarding whether you can get afair rate for production prevents projects from even getting off
the ground. These projects have to leverage tax equity and other incentives to be viable given
their relatively small economy of scale, and this viability becomes more difficult to achieve as
the projects get smaller and the relative legal, financing costs, including contract negotiation, and
other linear costs, increase. Y et these smaller projects can be the ones that create the most local
value to the community where the projects are located. A National Renewable Laboratory
Report indicates the higher rate of return to communities of smaller wind projects. If we are

create additional and unnecessary market barriers such as lowering the standard rate size
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eigibility threshold, we will shut out an entire market segment that should be growing and
bringing value and benefits to the local regions and businesses that need it the most.
Q: It has been stated that PURPA project developers are more sophisticated and better
funded now than in the past. Do you agree with this statement?
A: | disagree with this statement. Many of the smaller QF s have a hard time finding
financing, are not able to leverage the tax equity needed to make many of these projects work,
and have large upfront risks and investment requirements just to determine feasibility that can
stop many of these projects before they begin. Many of these are very simple, relatively
unsophisticated projects relative to large utility scale wind farms and simply do not have alarge
enough economy of scale needed to absorb numerous devel opment costs that are required of
much larger projects. The smaller QF s are unnecessarily burdened by these costs, the less likely
they will have any probability of success. Negotiating on an equal footing through the processis
difficult for small energy generators, or related businesses. Small businesses and renewable
energy generators, for example, typically do not have the time and financial resources to
participate directly in the regulatory processes impacting these projects, which presents a danger
that their interests will not be adequately represented.

4. Mechanical Availability Guarantee (“MAG”)
Q: What is a reasonable MAG for small wind projects?
A. The industry standard provided by manufacturer’ s maintenance service agreementsis
usually 95%, but thisis different than the agreement within a PPA, and there is no exact industry
standard. What is important to take into consideration is that as projects get smaller, especially
under 10MW, the relative cost of service and maintenance is much higher, and the cost of

unreasonably high expectations for aMAG is also much higher while doing little to create
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significant value in regards to less |oss as aresult of higher mechanical availability. Both parties
are almost always mutually invested in the operation and availability of the turbine, and
unexpected down time or lower availability would aready negatively impact the opposing party
to the IOU with in a PPA. Further penalization resulting from MAG requirements that are too
high transfers more liability and uncertainty to the other party while holding them to an
unreasonable standard. If thereisahigher MAG it isonly reasonable that the additional value of
greater availability, certainty, and reduced liability be reflected in the rate or standard offer
provided. For many manufacturers or operations and maintenance companies that offer
Maintenance and Service Guarantees that come with MAG, the cost of that service contract
increases along with higher MAG, and/or longer terms. That cost and risk have to be recovered
and generdly it would be with the cost of the contract. For thisreason it would reasonable that
for ahigher MAG additional valueis offered with in the PPA, either in the form of higher rates
paid for power produced or more amenable terms for the renewable energy generator.

5. Conclusion:
Are there any other issues you would like to address?
No.

Does this conclude your testimony?

> o » O

Yes.
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