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A. My name is Hui Shu, my business address is 825 N.E. Multnomah, Suite 600, 3

Portland, Oregon 97232, and my present position is Manager of Net Power Costs.

Q. Briefly describe your education and business experience. 5

A. I received an undergraduate degree in Electrical Engineering and finished training 6

in the program for Master in Business Administration from University of 

Shanghai for Science and Technology.  I received a PhD degree in Systems 

Science with a focus on Econometrics from Portland State University.  I have 

worked for PacifiCorp since 1992 and have held positions in the commercial and 

trading and regulatory areas.  I accepted my current position in February 2008. 

Q. Please describe your current duties. 

A. I am responsible for the coordination and preparation of net power costs and 

related analyses used in retail price filings.  In addition, I represent the Company 

on various net power cost related proceedings with the six state regulatory 

commissions to whose jurisdiction the Company is subject. 

Q. What is the purpose of your testimony? 17

A. The purpose of my testimony is to address the Company’s Advice Filing No. 09-

012, revising standard rates in Schedule 37 for avoided cost purchases from 

Qualifying Facilities of 10,000 kW or less (“Filing”).  The Filing is attached as 

PPL/101.  Specifically, I describe the process utilized by the Company to 

determine avoided costs and its consistency with the methodology for determining 
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avoided costs as set forth in Public Utility Commission of Oregon 

(“Commission”) Order No. 05-584 (Docket UM 1129).  

Q. Please summarize your testimony. 

A. In Docket UM 1129, the Commission decided key issues related to the price paid 

to qualifying facilities (“QFs”), including the adoption of the Commission Staff’s 

recommendation that PacifiCorp apply the methodology historically used in 

Oregon to calculate avoided costs.  The investigation under Docket UM 1442 is 

intended to address the sole issue of whether the Filing complies with the 

methodologies and calculations required by Order No. 05-584. See UM 1442 and 

UM 1443 Prehearing Conference Memorandum (issued September 17, 2009).

My testimony demonstrates that the Company followed the calculations and 

methodologies set forth in Order No. 05-584.    

Q. Please explain your understanding of the methodology approved by the 

Commission in Order No. 05-584 for determining avoided costs.

A. I understand that in Order No. 05-584, the Commission reaffirmed that the 

calculation of avoided costs requires differentiation between when a utility is in a 

resource deficiency period and in a resource sufficiency period.  Furthermore, the 

Commission reaffirmed the use of the historical methodology used in Oregon by 

PacifiCorp to calculate avoided cost rates during periods of resource deficiency.

Under this method, avoided cost rates when PacifiCorp is in a resource deficient 

period are to reflect the variable and fixed costs (all-in costs) of a combined cycle 

combustion turbine (“CCCT”).  When PacifiCorp is in a resource sufficient 

position, avoided costs are to be valued based on monthly on- and off-peak 
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forward market prices as of the avoided cost filing. See Order No. 05-584 at 27-

28.
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Q. First, how are periods of resource sufficiency versus deficiency defined? 

A. I am aware that the methodology to define periods of resource sufficiency and 

deficiency is the subject of an on-going Commission proceeding in UM 1396.  

With a Commission decision outstanding in that docket, the Company used the 

same methodology to define the resource sufficiency and deficiency periods as 

used in its previous avoided cost filings.  The load and resource balance as 

determined by the Company’s GRID model, which is used to calculate the net 

power costs in various rate proceedings, shows that the Company is energy 

sufficient through 2013 and deficient beginning 2014.

Q. Please describe in more detail how the Company determined when it was 

resource sufficient or deficient for purposes of developing the avoided costs 

in the Filing.   

A. The starting point for determining when the Company is resource sufficient or 

deficient (meaning the Company requires the addition of a new base load 

resource) is the load and resource balance.  The load requirement includes the 

Company’s retail load, and long-term and short-term firm wholesale sales 

contracts that the Company has entered into as of the time of the study.  The 

resources include the Company owned generation resources, and the long-term 

and short-term firm wholesale purchases contracts that the Company has entered 

into as of the time of the study.  From the amount of the resources, the reserves 

are subtracted, which are required by the North American Electric Reliability 
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Corporation (“NERC”) and Western Electricity Coordinating Council (“WECC”) 

for reliability purposes.  Table 1 of the Filing (PPL/101, Shu/15) presents the 

Company’s load and resource balance and indicates an energy surplus from 2009 

through 2013 and then an energy deficit of 158 average megawatts (“aMW”) in 

2014.

Q. Next, how did the Company calculate the avoided costs for the sufficiency 

period?

A.  As required by the Commission, avoided energy costs for the period of resource 

sufficiency are based on market prices of the incremental transactions as the result 

of the additional energy from the QF during periods of sufficiency.  That is, for 

the sufficiency period in the Filing (2009 through 2013), market prices are based 

on the Company’s most recent official forward price curve, which is June 2009, 

and are weighted by market transactions required to support the addition of an 

assumed 50 aMW Oregon QF.  To calculate the weighting, two production cost 

studies were prepared.  The only difference between the two studies is an assumed 

50 aMW, zero cost resource.  System balancing sales energy and purchases 

energy were extracted from both studies, and a delta in energy between the two 

studies was calculated.  The delta energy by market hubs (California Oregon 

Border, Palo Verde and Mid Columbia) was used to weigh the Company’s market 

price forecast of the June 2009 official forward price curve by on-peak and off-

peak by month.  Table 2 of the Filing (PPL/101, Shu/16) shows the results of this 

calculation. 
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Q. Lastly, how did the Company calculate the avoided costs for the deficiency 

period?
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A. As required by the Commission, avoided energy costs are based on the fixed and 

variable costs of a CCCT during periods of deficiency.  The Filing shows a 

resource deficiency period for 2014 and beyond.  Since CCCTs are built as base 

load units that provide both energy and capacity, it is appropriate to split the fixed 

costs of this unit into energy and capacity components.  The fixed costs of a 

simple cycle combined combustion turbine (“SCCT”), which is usually acquired 

as a capacity resource, defines the portion of the fixed costs of the CCCT that are 

assigned to capacity.  Fixed costs associated with the construction of a CCCT that 

are in excess of the SCCT costs are assigned to energy and are added to the 

variable production (fuel) costs of the CCCT to determine the total avoided 

energy costs.  Table 3 of the Filing shows the capitalized energy costs (PPL/101, 

Shu/17).  The fuel costs of the CCCT define the avoided variable energy costs, 

which are based on natural gas price forecasts for the Company’s official forward 

price curve in June 2009.  Table 4 of the Filing shows the CCCT fuel costs, the 

addition of capitalized energy costs at an assumed 51.5 percent capacity factor of 

the CCCT and the total avoided energy costs (PPL/101, Shu/18).  The costs and 

characteristics of the CCCT and SCCT are from the Company’s 2008 IRP studies, 

which contains the latest information available to the Company.
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Q. Do you believe that the process utilized by the Company to determine 

avoided costs for the Filing is consistent with the methodology for 

determining avoided costs adopted by the Commission? 

A. Yes.  The process used by the Company in this proceeding is identical to the 

process used by the Company to implement Order No. 05-584 in its July 2007 

avoided cost filing with the Commission. That filing was approved by the 

Commission as being consistent with Order No. 05-584.  In this filing, the 

Company only updated its inputs to the avoided cost calculations.

Q. Is this process and methodology consistent with how the Company calculated 

avoided costs in the past? 

A.  Yes.  The Company has not changed the methodology since its last avoided cost 

filing in July 2007. 

Q. Does this conclude your testimony? 

A. Yes. 
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