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I. Introduction 

Q. Please state your name and position.  1 

A. My name is Doug Kuns.  I am employed by PGE as the Manager, Pricing & Tariffs. 2 

  My name is Ted Drennan.  I am employed by PGE as a Senior Resource Analyst, 3 

Integrated Resource Planning. 4 

Q. What is the purpose of this testimony?  5 

A. Our testimony addresses the determination of the resource sufficiency period for avoided 6 

cost calculations and the issues identified in the UM 1396 Issues List.  The issues list is 7 

shown on Exhibit 101.  In this testimony, we provide a framework for a resource sufficiency 8 

period in avoided costs and a practical resource sufficiency period determination.  The 9 

avoided costs are used as the basis for setting the prices at which PGE will purchase energy 10 

delivered by Qualifying Facilities (QFs). 11 

Q. Did PGE previously file testimony pertaining to resource sufficiency in another 12 

docket?  13 

A. Yes.  With respect to the resource sufficiency and deficiency determination for computing 14 

avoided cost prices, PGE filed in UM 1129, Phase 1, rebuttal testimony (UM 15 

1129/PGE/300, Kuns-Drennan/15,16) examining when the resource sufficiency period 16 

should end and the deficiency period begin.  An excerpt of this testimony is included as 17 

Exhibit 102.   18 

  In PGE’s UM 1129 testimony cited above, the central consideration for avoided costs is 19 

developing a reasonable estimate of avoidable costs as a result of QF power supply being 20 

added to the PGE system.  Avoided cost pricing is a key to achieving a balance between the 21 

costs to utility customers associated with purchases of power from QFs and the incentives to 22 
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QFs to develop projects that are economic sources of power.  For avoided costs pricing, the 1 

resource sufficiency and deficiency determination differentiates the year-by-year avoided 2 

costs into the two resource-need based timeframes that the Commission has directed utilities 3 

to use for avoided costs.  The testimony also supports looking to the utility’s Integrated 4 

Resource Plan (IRP) as the appropriate analysis of the utility’s loads, resources and the 5 

sufficiency period. 6 

Q. Please summarize your proposed resource sufficiency period determination conclusion.  7 

A. Consistent with the Commission-directed methodology to set avoided cost-based QF power 8 

purchase prices, PGE believes a resource sufficiency period is necessary to present an 9 

appropriate year-by-year projection of avoided costs.  The requirement for a resource 10 

sufficiency period, the basis to determine the period and options for the determination of the 11 

resource sufficiency period are addressed in our following testimony.  In summary: 12 

  1.  A resource sufficiency period is necessary.  The Commission has maintained that 13 

utility avoided costs should reflect a utility’s resource position in order to more accurately 14 

present avoided cost price signals to potential QFs.  Order No. 05-584, page 26, the utility’s 15 

avoidable costs may vary depending on whether the avoided costs appropriately reflect 16 

short-term supply changes or reflect the longer-term changes in resources resulting from QF 17 

supply.  18 

  2.  The Commission has, through the development of the avoided cost methodology 19 

approved in UM 1129, established a process designed to encourage QF development 20 

through a number of practical avoided cost-based pricing and contracting simplifications.  21 

The determination of a resource sufficiency period for avoided costs should also reflect a 22 

practical approach to reflecting the avoidable costs.  For the resource sufficiency period, a 23 
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market-based avoided cost reflects the power cost impact of QF deliveries in the near-term.  1 

The combined cycle combustion turbine (CCCT) is the basis for longer-term (in the resource 2 

“deficiency” period) avoided costs.  A CCCT is both an appropriate and practical reflection 3 

of the need for additional reliable, economic, baseload power supply.  PGE continues to 4 

support this approach. 5 

  Resource sufficiency determinations have the potential to become an overly complex 6 

and controversial process; however, much of the complexity revolves around loads, 7 

resources and load/resource balances.  These technical analyses are addressed very 8 

thoroughly in PGE’s IRP.  PGE supports the IRP as the basis for determining a resource 9 

sufficiency period.  The IRP is updated regularly which assures that the basis for each 10 

resource sufficiency period is also updated.  Independent resource planning for QF avoided 11 

cost purposes only is necessary and would be burdensome. 12 

  3.  An appropriate resource sufficiency period determination will balance interests of 13 

both QF and utility customers.  QFs will receive appropriate price signals allowing for 14 

development to occur at the appropriate times that is economic relative to the utility’s other 15 

supply options.  The Commission has through the UM 1129 docket developed a 16 

straightforward approach for utility pricing and contracting for QF power.  Several 17 

Commission decisions in UM 1129 are grounded in the existence of a resource sufficiency 18 

period.  For example, an issue regarding QF construction delays was resolved by the 19 

Commission in Order No. 05-584, page 47, by considering the utility’s resource position.  A 20 

resource sufficiency period recognizes that risk to the utility if a QF does not deliver 21 

expected amounts of energy is less when it is resource sufficient.  QF standard contract 22 

terms would need to be revised if no resource sufficiency period is applicable because the 23 
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availability of QF power is more critical because the utility is in the resource deficiency 1 

period. 2 

  4.  Avoided cost prices during a resource sufficiency period will be market-based 3 

prices; however during the resource sufficiency period avoided costs could be higher or 4 

lower than an equivalent CCCT price.  The resource sufficiency period determination needs 5 

to be based on the IRP as the reference point of when new long-term baseload resources are 6 

needed.  While the IRP may or may not call explicitly to use a CCCT as the avoided long-7 

term resource (as required by the avoided cost process), the timing of resource additions in 8 

the IRP provides the date that the resource sufficiency period will end.  The typical resource 9 

sufficiency is expected to be the 48 to 54 month typical construction cycle of a CCCT.  This 10 

is a reasonable proxy for a resource sufficiency period.  11 

Q. How is the remainder of your testimony organized?  12 

A. In the following section we address each of the UM 1396 Issues List items. 13 
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II. Resource Sufficiency Period Determination Issues 

Q. Please address Issue 1: 1 

 How are periods defined? 2 

• If a resource sufficiency period is established, how often and for what reasons 3 

should the sufficiency determination be revisited? 4 

A. For PGE, the resource sufficiency and deficiency periods are best defined by reference to the 5 

Company’s IRP.  The Company considers the time period between the effective date of an 6 

updated avoided cost filing and the date that the IRP indicates baseload resource (the CCCT) 7 

additions are necessary as the resource sufficiency period.  The resource deficiency period is 8 

the period that starts on the date that the new resource additions are assumed to be in-9 

service.  Notwithstanding this definition, we believe that some degree of flexibility is 10 

necessary in developing avoided costs that (1) yield avoided cost prices that reflect both lead 11 

times for construction or acquisition of resources and the need for new supply and (2) are 12 

practical to apply while reasonably reflecting the power supply costs that are avoidable.  13 

  The resource sufficiency period is revisited every two years in conjunction with PGE’s 14 

Avoided Cost filing.  PGE believes that the standard two year update cycle allows QF’s 15 

certainty of pricing for a period of time.  More frequent updates to the resource sufficiency 16 

period could trigger changes to the avoided costs that would serve to add confusion to the 17 

avoided cost and QF development process.   18 

Q. Please address Issue 2:  What is the definition of resource sufficiency/deficiency for 19 

avoided cost purposes? 20 

• In what ways does resource sufficiency and deficiency differ from load/resource 21 

balance determinations? 22 
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A. Our response to Issue 1 provides the working definition for resource sufficiency:  the time 1 

period between the effective date of an updated avoided cost filing and the date that the IRP 2 

indicates baseload resource additions are necessary.  Similarly, the resource deficiency 3 

period starts at the date that the resource sufficiency period ends.   4 

  For PGE, resource sufficiency means that the potential avoidable costs for the 5 

sufficiency period are based on avoiding market power purchases.  In PGE’s current avoided 6 

costs, (as set out in PGE’s Schedule 201) the Company is resource-sufficient through 2011.  7 

In 2012, the Company’s avoided costs prices are based on the CCCT costs.  This approach is 8 

consistent with the Commission’s direction regarding resource position:  9 

“The calculation of avoided costs when a utility is in a resource deficient 10 

position should reflect longer term resource decisions that are subject to 11 

deferral or avoidance due to QF power purchases.”  Order No. 05-584, page 12 

26. 13 

  Resource sufficiency period determination is not a question of whether the utility is 14 

undertaking generation plant construction or even whether the utility is purchasing 15 

wholesale market power to supply load.  The resource sufficiency period must reflect 16 

avoidable costs.  The IRP’s assessment of when new base load resource supply should be 17 

added as an economic supply option is the most reliable indicator for the sufficiency period.  18 

This assures consistency with Commission’s statement: 19 

“This Commission’s goal is to encourage the economically efficient 20 

development of QFs, while protecting ratepayers by ensuring that utilities 21 

incur costs no greater than they would have incurred in lieu of purchasing 22 

QF power (avoided costs).”  Order No. 07-360, page 1. 23 
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  Today and for the foreseeable future, PGE can expect to purchase significant amounts 1 

of energy to economically meet load.  Further, PGE is also engaged in constructing 2 

additional resources such as wind turbines.  Neither the power purchases nor the new 3 

generating facility construction means that today or for the next several years that the 4 

Company is or will be resource-deficient relative to serving load. 5 

  PGE’s Annual Power Cost Update filing illustrates this fact.  The annual power cost 6 

update includes projected costs for power purchases to serve load as well the variable costs 7 

of generating facilities for the next calendar year; the filing does not include capital costs for 8 

new resources.  This year, on April 1, 2009, PGE filed the initial power costs update to serve 9 

forecasted loads during 2010.  Clearly the power cost update shows how the Company will 10 

meet the forecast load requirements in 2010.  If a new QF enters into a standard QF contract 11 

with PGE today and begins to deliver power on January 1, 2010, the avoided costs in 2010 12 

should reflect the market prices, similar to the market prices assumptions used for our 13 

annual power cost update.  New CCCT costs are not avoided or avoidable in the 2010 time-14 

frame.  Consistent with avoided market power purchases, PGE’s current avoided costs (as 15 

set in Schedule 201) reflect CCCT costs beginning in 2012. 16 

  By extension, avoidable costs for subsequent years are also market-based until the IRP 17 

indicates baseload additions are economic.  The resource sufficiency period extends until the 18 

CCCT would otherwise be placed in service.  19 

  Issue 2 further asks:  In what ways does resource sufficiency and deficiency differ from 20 

load/resource balance determinations?  Resource sufficiency and deficiency are avoided 21 

cost-related terms that describe the impact QF power will have on the utility’s power supply 22 

costs.  The load/resource balance determined in the IRP is a comparison of market purchases 23 
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generation resource output (energy and/or capacity) and forecast loads to be served by the 1 

utility.  Determination of PGE’s load/resource balance requires evaluation of a variety of 2 

forecasting assumptions including normal or critical hydro, and normal or extreme weather 3 

in order to produce a meaningful view of a utility’s resource position.  The assumptions and 4 

analysis for a load/resource balance assessment are thoroughly addressed and vetted in the 5 

IRP. 6 

  PGE’s 2007 filed IRP set out 2012 as the target date for the acquisition of new energy 7 

and capacity resources.  The date reflects the time that additional longer-term resources are 8 

economically added to the system and includes the effects of energy efficiency and other 9 

demand-side contributions to meeting loads.  Exhibit 103 is an excerpt from the 2007 filed 10 

IRP showing the 2012 need for resource additions in the context of a summary of the IRP 11 

resource needs analysis. 12 

Q. Please address Issue 3: What loads were used to compute the load forecast?  13 

• Are load forecasts up to date?  14 

• Are forecasts different that are used for the utilities Integrated Resource Plan 15 

(IRP), if so, how?  16 

• Is the load forecasting methodology currently used by utilities accurately 17 

forecasting loads? 18 

A. PGE’s long-term load forecast is developed within the IRP and reflects customers load 19 

requirements.  For avoided cost purposes, the IRP load forecast is used to determine the 20 

resource sufficiency period.  The IRP is subject to public review by interested parties as well 21 

as the Commission.  In broad terms, the load forecast estimates the utility’s retail loads over 22 
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the time frame needed for the particular analysis.  For example, for IRP purposes, the load 1 

forecast estimates retail loads (that PGE will serve) for a minimum of 20 years. 2 

  Forecasts are normally updated throughout the IRP process in order to provide and 3 

incorporate any impacts of load changes on the resource plan. 4 

  With regard to the issue: “Is the load forecasting methodology currently used by utilities 5 

accurately forecasting loads,” PGE believes the forecasts are reasonable (and as noted are 6 

subject to public review).  In Docket UM 1056 pertaining to the guidelines for IRP’s, the 7 

Commission requires that utilities consider uncertainty and risk in the IRP planning process.  8 

This suggests that the IRP process goes beyond a simple test of “accuracy” of the load 9 

forecast to consider additional sources of risk and uncertainty in its planning (see Order 10 

07-002, Guideline 1b.)  In the past, the Commission has also looked beyond the utility to 11 

other forecasts e.g., the NWPPC forecast, to test the “reasonableness” of particular load 12 

forecasts.   13 

Q. Please address Issue 4:  Is it appropriate to determine resource sufficiency for avoided 14 

cost filings in a different manner than is used to determine resource needs for the IRP 15 

planning process?  16 

• How is the IRP load and resource determination (forecast) relevant to the 17 

avoided cost sufficiency determination? 18 

A. Fundamentally, the utility’s IRP is the planning tool used by PGE to determine resource 19 

needs in the future and is the basis for a resource sufficiency period determination.  The 20 

IRP’s findings are detailed enough to allow useful information about resource needs timing 21 

to be applied in the avoided cost analysis.  We recognize that incorporating the IRP findings 22 

into avoided cost resource sufficiency determination process may require modest 23 
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adjustments; nevertheless, the IRP’s resource needs finding is the basis for establishing a 1 

sufficiency period.  Therefore, the resource sufficiency period should not be different than 2 

what is determined through the IRP process.   3 

  We believe that the issue of resource sufficiency period determination as discussed here 4 

illustrates that there is potential for complexity and controversy to emerge from an avoided 5 

cost resource planning process that is not grounded in IRP results.  In UM 1129 the 6 

Commission addressed many issues associated with avoided cost-based pricing for QF 7 

power with a practical and balanced resolution designed to encourage QFs to develop 8 

economic projects.   9 

  The Commission’s practical approach to setting out avoided costs suggests use of a 10 

simplified and balanced requirement to use a CCCT as the avoidable long-term resource.  11 

For example, the Commission required simplified processes for a QF to either directly enter 12 

into a standard QF contracts or negotiate QF contracts.  QFs with less than 10 MW of 13 

capacity have a variety of standardized pricing options available.  QFs may also enter into 14 

power sale contracts with the utility for any term up to 20 years.  The range of options and 15 

limited requirements for delivery obligations demonstrate the Commission’s objective to 16 

moderate potentially complex and costly analysis with solutions that reasonably establish 17 

avoided costs.  The avoided cost process should not become unnecessarily complicated 18 

solely to address the resource sufficiency period determination. 19 

  In the interest of simplifying the resource sufficiency determination, the Commission 20 

should consider directing utilities to set the resource sufficiency period at the length of time 21 

typically needed to plan and construct the avoided CCCT baseload resource.  A presumptive 22 

resources sufficiency period of 48 to 54 month based on a CCCT construction cycle is a 23 
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reasonable basis for setting the start of a resource deficiency period.  Although unlikely 1 

given planning and construction times for new resources, if IRP indicated that the addition 2 

of long-term or baseload resources will deviate by more than a year from the presumed 48 to 3 

54 month sufficiency, avoided costs assumptions about resource sufficiency and deficiency 4 

can be adjusted.  Further, this assures that avoided costs consistently reflect the 5 

determination of avoided costs reflecting avoided costs both in the near-term and long-term.  6 

A potential QF may enter into a power sale contract based on avoided costs filings in effect 7 

at the time the QF enters into the contract.  This provides the appropriate price signals to 8 

QFs for timing project development. 9 

Q. Please address Issue 5:  Must a utility be both capacity and energy deficient to be in a 10 

position of resource deficiency?  11 

• Can a utility that is chronically short on capacity and continuously building 12 

capacity be considered resource sufficient? 13 

A. The Commission has directed that utilities use a CCCT as the avoidable resource for the 14 

resource deficiency period.  For avoided cost purposes, the deficiency period timing is 15 

properly related to the point in time when the addition of a baseload resource to the utility 16 

resource portfolio is identified in the IRP. 17 

  The Commission also addressed the reality that utility market power purchases are 18 

made over a period time as a part of the utility’s power supply acquisition process.  The 19 

Commission has stated:  20 

“Although a utility may acquire market resources as demand gradually builds, 21 

at some point the increase in demand warrants the utility making plans to 22 

build or acquire long-term generation resources.  At that point, calculation of 23 
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avoided costs should reflect the potential deferral or avoidance of such 1 

generation resources.”   Order No. 05-584, page 27 2 

 Clearly, the Commission established that avoided costs need to differentiate between 3 

resource sufficiency and deficiency periods and that power purchases were not evidence of 4 

resource deficiency.  For the Commission to establish otherwise, it would have to assume 5 

that resource adequacy would require utilities to always be in a resource surplus.   6 

  Alternative approaches to avoided costs such as a capacity deficiency standard as the 7 

measure of resource sufficiency/deficiency would not reflect avoidable costs and would be 8 

equivalent to a utility being resource long all the time to be considered resource sufficient.  9 

Utilities typically would not build resources to this standard; the IRP process develops the 10 

comprehensive plan from which a sufficiency period can be determined.  11 

Q. Please address Issue 6: How should resource energy and capacities be determined?  12 

• How should a utility forecast QF capacity, and how does QF capacity factor in to 13 

the determination of the utilities resource position for the purposes of avoided 14 

cost calculations? 15 

• Should capacity forecasts impact the sufficiency/deficiency calculations? 16 

A. Resource energy and capacity should be determined in the context of PGE’s IRP filing.  See 17 

response to question 2b. 18 

  PGE does not explicitly forecast QF capacity in the IRP.  Once a QF is online, its 19 

impact on PGE’s resource position will be reflected in the energy supply portfolio as 20 

appropriate for subsequent IRP’s.  For nonfirm resources, such as wind or solar, PGE has 21 

proposed using 5% of nameplate capacity as capacity value.  The NWPCC uses a similar 22 

value. 23 
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  The QF capacity factor is not relevant for avoided costs purposes since the utility is 1 

required to pay firm energy prices for energy delivered (net output) by the QF under a 2 

standard QF contract. 3 

Q. Please address Issue 7: What resources go into the determination of 4 

sufficiency/deficiency?  5 

• Is it appropriate to include short-term firm purchases in base load capacity 6 

when calculating resource sufficiency?  7 

• Should only existing resources be included in determining the resource position?  8 

• Should the choice of the type of avoided cost resource affect the determination of 9 

resource sufficiency?  10 

• Is resource sufficiency and deficiency applicable only to firm supply resources?  11 

• How does the Oregon Renewable Portfolio Standard (RPS) factor in to the 12 

determination of resource sufficiency? 13 

A. The portfolio of generating resources included in the utility’s IRP are the appropriate 14 

resources for serving the IRP forecast loads (Issue 3 is the equivalent question from the load 15 

forecast side).  16 

  From an avoided cost-based pricing perspective, short-term term purchases are clearly a 17 

part of the available resource supply portfolio.  Similarly, existing resources and planned 18 

and under-construction generation additions are considered in the IRP.  The IRP considers 19 

both existing resources and forecasted resources in determining its resource position.   20 

  Issue 7 also asks, “Should the choice of the type of avoided cost resource affect the 21 

determination of resource sufficiency?”  We note that the type of avoided resource does not 22 

affect the determination of a resource sufficiency period determination.  The resource 23 
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sufficiency period is determined by forecasted load growth as a part of the IRP.  Further, the 1 

Commission has already determined that a CCCT is the avoided long-term resource. 2 

  Similarly, the issue, “Is resource sufficiency and deficiency applicable only to firm 3 

supply resources,” should be addressed in the IRP findings.  The IRP process requires a 4 

thorough consideration of resource needs and supply options (including firm and non-firm 5 

options) along with the economic impacts. The Commission requires that the IRP process 6 

consider uncertainty and risks in the planning process to better identify the economical 7 

resource portfolios.   8 

  The Oregon Renewable Portfolio Standard (RPS) requirements are a critical factor in 9 

the IRP process.  The RPS standards will help guide future resource selections.  We do not 10 

know if or how the RPS would affect the resource sufficiency period determination.  In the 11 

future, however, for the next few years, we believe that Commissions choice of a CCCT as 12 

representative of avoided long-term resources is appropriate. 13 

Q. Please address Issue 8:  How do multiple jurisdictional utilities calculate resource 14 

sufficiency? 15 

A. This question does not apply to PGE. 16 

Q. Please address ICNU’s addition to the issue list, Issue 1: Should the utilities’ avoided 17 

cost filings be differentiated based on their resource position?   18 

A. Yes.  A utility’s avoided costs must reflect the resource position as determined from the IRP.  19 

The Commission is clear that the utility resource position affects the determination of the 20 

resource sufficiency period.  Resource sufficiency or deficiency periods established by the 21 

IRP carry forward to a utility’s avoided cost filing.  We note that avoided cost filings by 22 

different utilities may be different with respect to the resource sufficiency and deficiency 23 
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periods, but practically, the differences in resource sufficiency periods may be small due to 1 

similar construction times for a CCCT.   2 

Q. Please address ICNU’s Issue 2: Do the utilities avoided costs methodologies accurately 3 

forecast their resources position?  4 

A. As previously discussed, resource sufficiency or deficiency periods established from the IRP 5 

provide a well-documented basis to assure that a utility’s avoided costs are consistent with 6 

the utility’s resource position.  We do not believe that a parallel or a non-IRP load planning 7 

process for determining avoided costs is necessary or advisable.   8 

Q. Please address ICNU’s Issue 3: Are the utilities acquiring resources greater than 9 

50MW while they are considered resource sufficient?  10 

A. Yes.  Utilities may well be actively acquiring new resources in order to meet the 11 

requirements of Oregon’s Renewable Portfolio Standard and resource needs.  These 12 

resources, in aggregate, may well exceed 50MW nameplate capacity.  The central 13 

determination is what costs are avoidable as a result of QF power deliveries.  The avoided 14 

cost methodology consistent with the Commission’s overall findings and directives in UM 15 

1129 support a resource sufficiency period.  16 

Q. In summary you believe most of the issues related to resource sufficiency/deficiency 17 

can be resolved through the IRP process.  Is this correct?  18 

A. Yes.  The IRP process is a thorough, well-vetted process that all stakeholders may 19 

participate in.  This process examines the utility loads, resources, and forecasts.  This is 20 

where the utility makes long-term supply decisions.  As such it is the proper vehicle for 21 

determining a utility’s resource sufficiency period. 22 
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Q. If the Commission were to simplify the resource sufficiency determination should it be 1 

consistent with the avoided resource?  2 

A. Yes.  The Commission has chosen a CCCT as the avoided resource, any simplification of 3 

the sufficiency determination should reflect the time to permit and build a CCCT.  We 4 

believe an appropriate proxy for this period is 48 to 54 months. 5 
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III. Qualifications 

Q. Ms. Kuns, please describe your qualifications. 1 

A. I graduated from Linfield College in 1973 with a Bachelor of Arts in Economics.  I received 2 

a Master in Business Administration degree from Claremont Graduate School. 3 

  In 1979, I joined PGE in the Rates and Regulatory Affairs Department and have held 4 

various positions in the regulatory, marketing, and planning areas.  My current position is 5 

Manager of Pricing and Tariffs. 6 

Q. Mr. Drennan, please describe your qualifications. 7 

A.  I received a Bachelor of Science in Economics from the University of Wyoming in August 8 

1995. I also completed the coursework for a Master of Science in Regulatory Economics. 9 

From 1999 to 2001, I worked for the Iowa Department of Justice – Office of Consumer 10 

Advocate, as a Utility Analyst.  Between 2001 and 2002 I worked for two energy consulting 11 

firms: Energy Resource Consulting, based in Denver, as a Supervising Economist, and EES 12 

Consulting, based in Seattle, as a Senior Analyst. In 2002, I joined PGE in the Rates and 13 

Regulatory Department.  I have held various positions in the planning, marketing, and 14 

regulatory areas.  My current position is a Senior Resource Analyst in the Integrated 15 

Resource Planning department. 16 

Q.  Does this conclude your testimony?  17 

A. Yes. 18 
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