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)

Proposals for Capacity Resources.

l. INTRODUCTION

The Industrial Customers of Northwest Utilities (“ICNU”) submitssthe
comments regarding Portland General Electric Company’s (“PGE” dCibrapany”) draft
request for proposal (“RFP”) for capacity resources. The RFP wilsbhedso fulfill the
capacity resource actions identified by PGE in its 2009 Integrated RescamogIRP”). PGE
is planning to acquire approximately 200 megawatts (“MW”) of capacity ressuasad the
Company has included a 200 MW benchmark resource located at its existingeRtwiavd site.

ICNU recommends that the Oregon Public Utility Commission (“OPUGHher
“Commission”) either reject PGE’s RFP, or require the Company to makiicagt revisions
and corrections to better ensure that the competitive bidding processastiéid party
independent power producers. Without making a number of changes, ICNU is concerned that
the RFP will be biased in favor of PGE’s self-build benchmark resource, and poteesalt in
PGE building a more expensive resource to meet its future load growth. 1GNEVi@wved an
early draft of the comments being filed by the Northwest and IntermourdaierProducers

Coalition (“NIPPC”), and as more fully explained in these comments, ICHlkests that the
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Commission satisfactorily resolve NIPPC’s concerns to ensure antamhust RFP. It would
be preferable for PGE not to issue an RFP, than for the Company to issue an RFP wloere onl
resource has a realistic opportunity to be selected as the winning bid.
. COMMENTS

1. The RFP Appears to Be Biased in Favor of PGE’s Benchmark Resource

PGE’s RFP includes a number of provisions that may bias the final resource
selection in favor of the Company’s self-build benchmark option. The goal of thesR¥-Rave
an understandable and fair competitive bidding process that minimizes thésugltyurce

costs. _Re an Investigation Regarding Competitive Bidddaogket No. UM 1182, Order No. 06-

446 at 2 (Aug. 10, 2006). The competitive bidding rules are also designed to reducgsa utilit
bias toward building its own resources rather than entering into purchase posesn@qgis or

purchasing resources from third parties. Re an Investigation RegBeliftgmance Based

Ratemaking MechanismBocket No. UM 1276, Order No. 11-001 at 6 (Jan. 3, 2011).

Ultimately, ratepayers will be harmed if PGE does not take all reasorits &0 ensure that
the most cost-effective and reliable resource is selected in its RFP.

ICNU understands that PGE’s self-build benchmark is based on the PGE'’s
existing transmission plans, which include PGE’s planned Trojan transmissidingirveould be

used to bring the benchmark resource to load. PGE Draft RFP_at 21; R®&EEt No. UE

215, PGE/1500, Kuns-Cody/5. Ratepayers are funding the transmission line, whicbultiiire
PGE’s benchmark resource not needing to acquire transmission rights to fpamsfeto load.
Despite ratepayer funding of this line, PGE does not appear to be willinguoiatlependent
third parties to build at PGE’s site. In addition, bidders need to acquire their ossmisaion,
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which must include dynamic transfer or real time ties to PGE’s syst&h. DPaft RFP at 12,
21. ICNU understands that NIPPC is raising concerns that PGE’s resfrictgarding dynamic
transfer may make it difficult to prove that such services have been acquitesltbme bids are
submitted. NIPPC Comments at 13-15. Essentially, PGE appears to have cahatriREP
that is biased in favor of its resource because the benchmark’s transmigsmndsd free by
ratepayers, but independent power bidders must make specific other arrangehiehts)ay
not be possible under PGE'’s schedule.

ICNU recommends that the Commission remedy these specific problems by:

e Allowing third parties to submit bids at PGE’s Port Westward site;

e Allocating the costs of the Trojan to Horizon transmission line to any bid atsFR&E
Westward site; and

e Ensuring that bids at other locations provide the necessary transmission guabamtees
modifying the RFP to require PGE to take all steps to assist third partiesuimimdpt
dynamic transfer or other transmission services. The availability of dgrmiemsfer
should not be weighed or become a factor until after a bid has been selected t® the RF
short-list.

2. Other Potential Biases in PGE’s RFP

A. Gas Scheduling and Storage

PGE'’s proposed RFP also includes a requirement that bidders provide intra-day

scheduling of gas supplies. PGE Draft RFP at 18. ICNU is aware thaCNifieends to raise
the concern that this may prevent typical tolling arrangements, and thatdayt gas
scheduling and gas storage is limited and/or not available in the Northwe&tC KiBnments at
15-16. ICNU does not take a position regarding NIPPC'’s specific statemgautding the
availability of gas products in the Northwest market, but recommends that E§# hicls with
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standard commercial terms regarding gas scheduling and storage. FKPESkRdrIld not include
onerous gas scheduling and/or storage requirements that effectivelgtghenceparties from
submitting competing bids.
B. Technology Types

NIPPC is raising a concern that PGE’s RFP may exclude certamdf/genple
cycle combustion turbines. NIPPC Comments at 17-18. Specifically, the RFFxchadee
“frame units.” Id. ICNU does not take a position regarding the viability of any technology, but
requests that PGE modify the RFP to allow all viable technologies. In d¢neative, ICNU
requests that PGE be required to explain why any specific excludewlegy is not viable and
appropriate.

C. Debt Imputation

PGE plans to use debt imputation to develop the final short list of resources in this
RFP. ICNU’s consistent position is that the issue of credit rating debtatigutor utility
purchase power agreements should be addressed in general rate proceedings@ftFRot t
process. The Commission appears to agree with this view, finding in the receotdarah the
utility self bias proceeding that:

with regard to the debt imputation issue, we allow the utiliies

raise the impact on this practice on credit ratings and earitings

individual rate proceedings. We believe that this issue is more

appropriately addressed in the context of an overall examination of

a utility’s cost of capital.

Docket No. UM 1276, Order No. 01-001 at 6. Thus, PGE should not use debt imputation when

evaluating resources in this RFP.
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3. Bidders Should Be Able Submit Bids in Both this RFP and PGE’Baseload
Resource RFP

PGE is also planning on issuing a baseload RFP for 300-500 MWs of baseload
resources to meet future load growth. NIPPC has requested that PGE adjustsith&dtie to
allow bidders to use the economies of scale to bid into both RFPs. NIPPC Letter tAfRiGE
14, 2011). NIPPC claims that this will result in more competitive bids, which could tosty
to ratepayers. IdICNU has not been provided PGE’s response to this request nor any specific
reasons why the RFPs cannot overlap. NIPPC’s request seems reasonablkey &snentosts
for bidders to participate in the RFPs, result in lower bids, and could result in eatespayngs.
Absent a compelling justification by PGE, ICNU recommends that the @ssiom modify the
RFPs to allow bidders to submit simultaneous bids into both RFPs.

4. Other Issues

NIPPC is raising a number of other issues regarding the schedule andimgques
clarification of certain aspects of the RFP. ICNU is not taking a position omidseges at this
time, but will review PGE’s and Staff's reply comments on these issuedJ t€¢rves the right
to make recommendations on these issues in later comments.

[l.  CONCLUSION

PGE’s RFP appears to be significantly biased in favor of the Company’s self
build benchmark resource. The Commission should either reject PGE’s proposed RFP, or
require that PGE make changes to ensure that independent third parties are abjlatwfai

effectively participate in the RFP. Ratepayers will be harmed if P@debithe competitive
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bidding process to unfairly benefit its own self-build benchmark resource, or atberwi

unnecessarily harm or exclude reliable and low cost alternative respiices.

DATED this 22nd day of June, 2011.
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bidding process to unfairly benefit its own self-build benchmark resource, or atberwi
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DATED this 22nd day of June, 2011.
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June 22, 2011
Via Electronic and US Mail
Public Utility Commission
Attn: Filing Center
550 Capitol St. NE #215

P.O. Box 2148
Salem OR 97308-2148

Re:  Inthe Matter of PORTLAND GENERAL ELECTRIC Application to
Open Docket for Request for Proposals for Capacity Resources
Docket No. UM 1535
Dear Filing Center:
Enclosed please find the original and five (5) copies of the Comments on the Final
Draft of the RFP on behalf of the Industrial Customers of Northwest Utilities in the above-
referenced docket.
Thank you for your assistance.

Sincerely,

/sl Sarah A. Kohler
Sarah A. Kohler
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