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Portland General Electric Company
121 SW Salmon Street ® Portland, Oregon 97204

October 23, 2009
Via Electronic Filing and U.S. Mail

Oregon Public Utility Commission
Attention: Filing Center

550 Capitol Street NE, #215

PO Box 2148

Salem OR 97308-2148

Re: UM 1396 — INVESTIGATION INTO DETERMINATION OF RESOURCE
SUFFICIENCY PURSUANT TO ORDER NO. 06-538

Attention Filing Center:
Enclosed for filing in UM 1396 are an original and five copies of:

Reply Comments of Portland General Electric Company Regarding the September 29, 2009
Proposed Decision Outline.

This document is being filed by electronic mail with the Filing Center. An extra copy of the
cover letter is enclosed. Please date stamp the extra copy and return to me in the envelope
provided. This document is being served upon the UM 1396 and the UM 1129 service lists.

Thank you in advance for your assistance.
Sincerely,
“Richard George
Assistant General Counsel

JRG:smc
ce: Service List-UM 1396, UM 1129
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BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON
UM 1396

In the Matter of )

)
PUBLIC UTILITY COMMISSION OF ) REPLY COMMENTS OF
OREGON ) PORTLAND GENERAL

) ELECTRIC COMPANY

) REGARDING
Investigation into Determination of Resources ) SEPTEMBER 29, 2009
Sufficiency, Pursuant to Order No. 06-538 ) PROPOSED DECISION

) OUTLINE

PGE offers the following comments in reply to the October 15 comments made
by parties in UM 1396. Parties’ comments focus on the “Decision Outline” circulated by
Judge Power.

We note that all parties who commented on the Decision Outline identified issues
pertaining to the resource sufficiency/deficiency and avoided cost calculation
methodology that warrant further investigation. For instance, while generally supporting
the Decision Outline procedures and methodologies, Staff states (regarding the process of
updating avoided cost based on an RFP), “Staff believes that parties will need to work
through a number of issues before this approach can be implemented.” Staff Comments
at 2. Staff makes similar statements regarding other issues. In addition, Renewable
Energy Coalition suggests opening a separate docket and states, “REC is concerned that
limiting the reopening of UM 1396 to initial and reply comments will not provide for an
adequate opportunity to consider the complex nature and implementing details of these

matters.” Comments of Renewable Energy Coalition at 5-6. In their comments,
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PacifiCorp and Idaho Power state that, “...a full evidentiary record would be essential to
a full investigation of the proposal. Prior to developing a full evidentiary record on this
proposal, however, the parties would need more direction from the Commission on the
framework proposed by the Commission and more specificity on the proposals in the
Decision Outline.” Initial Comments of PacifiCorp and Idaho Power at 2. PGE supports
the particular approach outlined by PacifiCorp and Idaho Power.

Staff comments support the Decision Outline’s provision to allow renewable QFs
to choose among CCCT or renewable resource avoided cost streams. Staff Comments at
5. PGE is concerned that the concept of selectable avoided cost options is inconsistent
with the requirement that QFs receive avoided costs based on various factors including
availability and dispatchability. The principle of avoided costs means that the power
supplied by a QF allows the utility to avoid certain costs. A QF with specific power
supply characteristics should not be subject to or allowed to shop for avoided cost prices
that do not match its power supply commitments. The Commission must consider and
determine whether giving QFs this choice is a violation of PURPA. We also point out
that these avoided cost pricing options may significantly increase the complexity of the
avoided cost process.

Parties also need to be aware of the clear link between the start of the deficiency
period and the basis for avoided costs established during the deficiency period. Staff
appears to disregard this link; for example, “Staff also recommends that the Commission
limit the offering of RPS-eligible avoided cost rates to utilities that have not achieved the
RPS target for 2025.” Staff Comments at 3. Establishing a limit is desirable. However,

if the start of the deficiency period is determined by a CCCT as a major resource
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addition, then it does not make sense to use avoided cost pricing based on an RPS-
eligible resource. The utility may be in such a position that it does not need additional
RPS resources for some years to come. As PGE established in the previous comments,
there should be a direct relationship between the resource used to determine the start of
the deficiency period, and the avoided cost calculation in the deficiency period.

ICNU proposes a change to the Decision Outline such that “The resource
sufficiency prices for all QFs should be based on a weighted average of the resources the
utilities are actually planning to build or acquire during this time period.” Initial Comments
of ICNU at 9. This proposal appears to ignore the fact that QF prices are the avoided costs to
the utility. The market price of energy is the appropriate incremental cost to the utility during
the sufficiency period.

ICNU also suggests using the cost of the peaker resource in the case where the
peaking resource is the next major resource acquisition. The problem with this
suggestion is that QFs may not actually provide capacity. In most cases, the utility does
not have the ability to dispatch power from the QF, as PacifiCorp and Idaho Power
pointed out. Initial Comments of PacifiCorp and Idaho Power at 7. PGE agrees that the
record needs to be more fully developed on this issue.

ICNU suggests another problematic modification to the Decision Outline;
specifically, “ICNU supports the ability to update avoided costs with information available
from RFPs and market conditions if certain limitations are imposed upon the utilities ability
to unilaterally update their avoided costs. If the avoided costs are updated, utilities should
only be allowed to update their avoided costs at well established specific times. Non-utility
parties (including Staff), in contrast, should have the ability to request that avoided costs be

updated at different times in response to information obtained in an RFP or significant market
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changes.” Initial Comments of ICNU at 14. There are two major problems with this
suggestion. First, the utility cannot unilaterally update avoided costs. It can file proposed
avoided costs, but the Commission approves them. Second, it is inequitable to suggest that
other parties can request that avoided costs be updated at any time, while utilities have no
ability to updated avoided costs, except at scheduled times. It is noteworthy that the utilities
do not have a history of filing revisions to avoided costs outside of the regularly scheduled
intervals.

Finally, both ICNU and Biomass One propose decreasing the threshold for the
definition of a major resource acquisition. However, as proposed in the Decision Outline,
the definition of a major resource acquisition would come from the competitive bidding
rules. PGE disagrees with ICNU and Biomass One on this issue and supports the
definition from the competitive bidding rules, which is better aligned with the Integrated
Resource Plan (IRP).

Throughout this process, PGE has supported the use of the IRP as the reference
point for the resource sufficiency and deficiency period determination. The IRP process
is subject to public vetting and extensive Commission review. The IRP should be the
basis to determine resource sufficiency and deficiency, regardless of the specific method
used.

PGE has the same observations and questions regarding the Decision Outline that

 comments. The Decision Outline offers much more

were established in our October 15
complicated procedures than those established in UM 1129. It also reopens the
methodology for the calculation of avoided costs. There are additional issues to consider

with regard to the calculation of avoided cost. PGE would support holding a workshop to

clarify the goals and objectives of the Decision Outline and perhaps establish an issues
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1 list. Subsequently, a prehearing conference with dates and activities would enable parties

2 to vet the issues proposed in the Decision Outline.

DATED this 23rd day of OCTOBER, 2009

Respectfully Submitted,

. Richard George, OSB # 974691
Assistant General Counsel

Portland General Electric Company
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CERTIFICATE OF SERVICE

I hereby certify that I have this day caused Portland General Electric Company’s Reply
Comments in docket UM 1396, to be served by electronic mail to those parties whose email
addresses appear on the attached service list and UM 1129 service list, and by First Class US
Mail, postage prepaid and properly addressed, to those parties on the attached service list who

have not waived paper service.

Dated at Portland, Oregon, this 23rd day of October, 20009.

q.wl:)chard George

1stant General Counsel, OSB # 974691
Portland General Electric Company

121 SW Salmon St. IWTC 1301
Portland, OR 97204

Telephone: (503) 464-7611

Facsimile: (503)464-2200
richard.eeorge@pgn.com
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