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DISPOSITION: 2016 IRP ACKNOWLEDGED WITH MODIFICATIONS AND
EXCEPTION

This order memorializes our decision made at the August 8, 2017 Public Meeting
concerning Portland General Electric Company’s (PGE) 2016 Integrated Resource Plan
(IRP). We acknowledge all but one of the action items proposed in PGE’s revised action
plan, with modifications to several others. Appendix A to this order lists the
acknowledged action items and modifications.

We do not acknowledge PGE’s action item to issue a request for proposals (RFP) for
175 average megawatts (MWa) of new renewable energy resources. We agree to allow
PGE the opportunity to file a revised action plan regarding renewable resource
procurement and present that to the Commission.

I. INTRODUCTION

This IRP review played host to a complex and dynamic conversation about PGE’s
resource strategy during a time of significant change in electricity market conditions,
environmental and energy policy, and customer engagement. In various ways, this
conversation stretched the boundaries of our accustomed IRP process. We appreciate the
robust engagement of PGE, Staff, intervenors, and interested members of the public,
which gave us a broad context for considering PGE’s IRP. Over the course of this
process, PGE conducted supplemental analysis, updated inputs with more current data,
and made several adjustments to its plan, including reducing its projected capacity need
and committing to pursuing bilateral negotiations with existing regional generation
resources.
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The purpose of the IRP process is to provide the utility with the input and opinion of
stakeholders and the Commission based on the reasonableness of the plan presented by
the utility in its IRP filing. Our acknowledgment decision provides PGE with guidance
to consider in making resource investment decisions that, ultimately, rest firmly with the
company.’

We take seriously our role in informing PGE’s direction, but also reinforce that we do not
control PGE’s resource decisions and that risks associated with such actions must be
properly balanced between shareholders and customers. Our commitment is to provide
well-considered feedback on the resource strategy reflected in the IRP and give fair
regulatory treatment to resource decisions that the company ultimately makes.

In this time of significant change and uncertainty within the electric utility industry and
markets we expect utility resource plans to reflect actions that manage risk and
uncertainty, balance the interests of present and future customers, and allow for course
corrections as industry evolution comes into greater focus. The major action items that
emerged from PGE’s IRP process, and that we acknowledge here, are consistent with that
philosophy. For example, rather than committing to a new, large natural gas resource to
meet its capacity need, PGE’s revised capacity action item commits it to first fully
consider lower-cost, lower-risk opportunities through short- to medium-term contracts
with the existing regional infrastructure. At the same time, PGE will seek to reduce its
long-term capacity need by engaging its customers to achieve high levels of energy
efficiency and demand response.

PGE did not persuade us, however, that its action item to pursue an RFP for 175 MWa of
new renewable energy resources by 2020 was a least-cost, least-risk action to achieve the
50 percent renewable energy target that Oregon’s Renewable Portfolio Standard (RPS)
requires the company to achieve by 2040.> We recognize that incrementally adding
renewable energy resources over time may be a reasonable operational and cost-risk
mitigating strategy to achieve this major system transformation. We also believe that
near-term action to address long-term renewable energy obligations may be appropriate,
provided that more attention is paid to balancing short- and long-term tradeoffs and to
mitigating long-term risks. Based on the information and analysis provided in this
docket, we conclude that PGE did not sufficiently demonstrate that the long-term cost

! See In the Marter of the Investigation into Leasi-Cost Planning for Resource Acguisitions by Energy
Utilities in Oregon, Docket No. UM 180, Order No. 89-507 at 6 (Apr 20, 1989) (explaining, “The
Commission does not intend to usurp the role of utility decision-maker. Utility management will retain full
responsibility for making decisions and for accepting the consequences of the decisions. Thus, the utilities
will retain their autonomy while having the benefit of the information and opinien contributed by the public
and the Commission * * %™,

2 ORS 469A.005 through 469A.210 (establishing stair-step RPS requirements for PGE of 20 percent in
2020, 27 percent in 2023, 35 percent in 2030, 45 percent in 2035, and 50 percent in 2040).



ORDER NO. ﬁ? 388

savings it identified from near-term action were adequately balanced with the short-term
rate impacts and long-term risks. Even so, we recognize that expiring tax incentives
represent a time-limited opportunity that could significantly benefit customers. Since the
company must act soon to capture the full value of the expiring tax incentives, we offer
PGE the opportunity to present a revised action item for our consideration. In developing
this revised action item, PGE should more fully consider short-term impacts and long-
term risks, including renewable resource portfolio diversity and alignment with near-term
system needs, strategies for avoiding or mitigating front-loaded rate impacts, resource
sizing that maintains long-term optionality, and other considerations raised in this order
and parties™ comments.

II. IRP PROCESS

We require regulated energy utilities to prepare and file IRPs within two years of
acknowledgment of the utility’s last plan.> The IRP is a road map for providing reliable
and least cost and least risk electric service to the utility’s customers, consistent with state
and federal energy policies, while addressing, and planning for, uncertainties. The
primary outcome of the process is the selection of a portfolio of resources with the best
combination of expected costs and associated risks and uncertainties for the utility and its
customers. After selecting a best cost/risk portfolio, the utility develops a proposed
“Action Plan” of resource activities to undertake over the next two to four years to
implement the plan.

Qur IRP guidelines provide procedural and substantive requirements for utilities to meet
in developing their IRPs.* Consistent with our guidelines, a utility’s IRP must include the
following key components:

. Identification of capacity and energy needs to bridge the gap between
expected loads and resources

. Identification and estimated costs of all supply-side and demand-side
resource options

. Construction of a representative set of resource portfolios

. Evaluation of the performance of the candidate portfolios over the range
of identified risks and uncertainties

) Selection of a portfolio that represents the best combination of cost and

risk for the utility and its customers

¥ OAR 860-027-0400(3).

* See In the Matter of Investigation into Integrated Resource Planning, Docket No. UM 1056, Order

No. 07-002 (Jan §, 2007} and Order No. 07-047 {(Feb 9, 2007) (adopting 13 IRP Guidelines); /n the Matter
of Investigation into the Treatment of CO; Risk in the Integrated Resource Planning Process, Docket No.
UM 1302, Order No. 08-339 (Jun 30, 2008) (refining Guideline 8 addressing environmental costs).
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J Creation of an Action Plan that is consistent with the Jong-run public
interest as expressed in Oregon and federal energy policies

In our guidelines, we instruct utilities to use at least a 20-year planning horizon for
analyzing resource choices and to account for end effects. To evaluate the cost
implications of various portfolios, we direct utilities to use net present value of revenue
requirement (NPVRR) as the key. cost metric.

In reviewing an IRP, we examine the resource activities in the Action Plan and determine
whether to acknowledge them based on the reasonableness of those actions, given the
information available at the time. Our decision to acknowledge or not acknowledge an
action item does not constitute ratemaking. The question of whether a specific
investment made by a utility in its planning process was prudent will be fairly examined
in the subsequent rate proceeding. Acknowledgment, or non-acknowledgment, of an IRP
is a relevant but not exclusive consideration in our subsequent examination of whether
the utility’s resource investment is prudent and should be recovered from customers.

. PGE’s2016 IRP
A. Process

After PGE filed its IRP in November 2016, we adopted a procedural schedule. This
schedule allowed numerous opportunities for submission of written comments from Staff
and intervenors, and to obtain feedback from PGE.> We also solicited informal
comments from the general public and held a Public Comment Hearing in Portland,
Oregon.

Staff filed its final recommendations on July 27, 2017; Staff’s report is attached for
reference as Appendix B. PGE filed a response to Staff’s report that includes a final,
revised Action Plan for acknowledgment.® We made our decision at our August 8, 2017
Public Meeting.

3 Staff, Oregon Citizens’ Utility Board (CUB), Industrial Customers of Northwest Utilities (ICNU), Sierra
Club, National Grid, Renewable Northwest (RNW), Oregon Department of Energy (ODOE), Northwest
Energy Coalition INWEC), Northwest and Intermountain Power Producers Coalition (NIPPC), and Ed
Averill on behalf of the Northwest Climate Methane Task Force. The Renewable Energy Coalition
{Coalition) also filed a petition to intervene, which was not ruled upon befere our August 8, 2017 decision.
5 PGE Response to Staff Report (Aug 4, 2017).
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B. Projected Capacity Resource Need

PGE requests that we acknowledge a projected 2021 capacity need of 561 megawatts
(MW), 240 MW of which must be dispatchable. This assumes procurement of 175 MWa
of new wind resources consistent with PGE’s proposed Action Plan.

In its initial IRP filing, PGE proposed to issue one or more RFPs to acquire up to

850 MW of capacity, including 375 to 550 MW of long-term annual dispatchable
resources and up to 400 MW of term-limited annual (or seasonal equivalent) capacity
resources. To evaluate resource adequacy, PGE used Energy & Environmental
Economics’ (E3) RECAP model, with inputs assuming a long-term average load growth
of 1.2 percent per year and 2020 retirement of its coal-fired operations at the Boardman
generating facility. To assess its flexible capacity needs, PGE used E3’s REFLEX
model, which suggested that at 25 percent RPS approximately 400 MW of dispatchable
resources will be required to avoid significant real-time imbalances on the system.

In its April 2017 update, PGE reduced its projected capacity need to account for re-
negotiation of a large hydroelectric project contract, updates to its resource mix to include
new proposed solar qualifying facilities added in accordance with the Public Utility
Regulatory Policies Act of 1978 (PURPA),” and use of the updated load forecast in
PGE’s rate case in docket UE 319.

C. Projected Renewable Energy Resource Need

PGE proposes to procure 175 MWa of incremental long-term qualifying resources by
2020 to address a projected RPS compliance shortfall in 2029.

PGE uses Renewable Energy Certificates (RECs) to meet the annual requirements of
Oregon’s RPS. RECs, 1ssued per megawatt-hour of qualifying generation produced, may
be either bundled with energy or unbundled, where the REC and energy are exchanged
separately.® PGE’s current RPS obligation is 15 percent of annual retail sales; this
increases to 20 percent in 2020, with further increases every five years to arrive at a

50 percent obligation in 2040. PGE’s proposed long-run RPS compliance strategy
includes reliance on banked RECs (saving RECs produced in one year to retire in a later
year), maintaining a “minimum REC bank™ to cover one- to two-years’ worth of event
risks, and procuring additional RPS-eligible renewable energy resources.

716 USC § 2601, et seq.
¥ Use of unbundled RECs is limited to 20 percent of the RPS requirement; this limit does not apply to
RECs issued for generation in Oregon by a PURPA. qualifying facility. ORS 469A.145.



ORDER NO. ﬁ? . 86

PGE states that the timing of its proposed near-term acquisition is intended to capture the
maximum value of the Production Tax Credit (PTC),” which is available for resources
that satisfy safe harbor requirements by year-end 2016 and comply with the assumed
construction period. PGE estimates that this acquisition will allow it to hold its minimum
REC bank level through 2040. PGE concludes that, under all of the futures it explored to
quantify risk, near-term RPS procurement capturing the full value of the PTC is lower
cost than adopting a delayed or “just in time” approach that would address the RPS need
closer to when a REC shortfall is projected to occur.

In its initial IRP filing, PGE established 2025 as the last year it could fully comply with
the RPS using existing resources and its accumulated REC bank without additional RPS-
qualifying additions. PGE extended this projection in its April 2017 update by four years
to 2029 to incorporate the addition of RECs from contracts with PURPA qualifying
facilities executed through December 2016 and a reduced RPS obligation from use of the
lower load forecast in docket UE 319.

D. Selection of Preferred Portfolio

PGE identifies “Efficient Capacity 2021” as the best cost/risk portfolio of energy
resources under the assumptions used in its IRP analysis. This portfolio includes
deployment of energy efficiency, demand response, conservation voltage reduction, and
dispatchable standby generation. It also includes the addition of 515 MW of renewable
energy resources (modeled as Pacific Northwest Wind), 370 MW of generic capacity
(modeled as a simple-cycle natural gas-fired frame combustion turbine (frame CT)), and
389 MW of efficient capacity (modeled as a combined-cycle natural gas-fired
combustion turbine (CCCT)).

In developing its IRP, PGE first designed 21 portfolios testing combinations of energy
resources including “generic capacity,” “efficient capacity,” wind, solar, biomass,
geothermal, and demand-side actions. PGE modeled “generic capacity” as the cost and
heat rate characteristics of a frame CT, and “efficient capacity” as a CCCT. PGE
explains these generic resources are intended to represent any resource that can provide
similar cost and performance characteristics.

PGE then identified ten portfolios for further analysis. Using a 34-year planning horizon,
PGE evaluated each portfolio under 23 potential futures using combinations of low,
medium, and high scenarios for variables of natural gas prices, carbon prices, and load
growth. PGE scored and ranked each portfolio based on NPVRR in the reference case
and based on PGE’s evaluation of rigk in “severity,” “variability,” and “durability™

926 USC § 45 (establishing a per-kilowatt-hour tax credit for electricity generated by qualified energy
resources and sold by the taxpayer to an unrelated person during the taxable year).
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scenarios. Using the total combined cost and risk score, PGE narrowed its choices to
four portfolios: RPS Wind 2018, Wind 2018, Wind 2018 Long, and Efficient Capacity
2021, ultimately selecting Efficient Capacity 2021 as the top portfolio.

E. Proposed Action Plan

To acquire the resources in its preferred portfolio, PGE proposes demand-side
management through further acquisitions of energy efficiency and demand response, and
expansion of its conservation voltage reduction program. PGE proposes supply-side
actions of issuing RFPs for RPS-compliant resources and capacity resources, and further
acquisitions of dispatchable standby generation. PGE also plans to submit a proposal for
the development of energy storage systems consistent with 2015 House Bill 2193.1
Finally, PGE identifies several enabling studies to inform its next IRP.

IV.  DISCUSSION
A. Proposed Action Items
1 Acquire 135 MWa of Cost-Effective Energy Efficiency

PGE proposes to add, from 2017 through 2020, 135 MWa (176 MW) of energy
efficiency savings. PGE states that it continues to work collaboratively with the Energy
Trust of Oregon (Energy Trust) to assure sufficient funding for the acquisition of all cost-
effective energy efficiency, subject to consumer adoption constraints. PGE states that
actions taken during the two- to four-year Action Plan window will support continued
cost-effective acquisitions beyond 2020.

a. Comments

Staff, CUB, NWEC, and Sierra Club comment that PGE should plan for higher energy
efficiency targets. They caution that PGE’s IRP likely suffers from under-accounting of
available energy efficiency projections, especially in the longer timeframe where
technological developments 15 to 30 years in the future may exceed current expectations.
Staff notes that, 2016 Senate Bill 1547 provides utilities a clear signal that energy
efficiency should serve as a priority resource in resource acquisition plans.!! Staff
recommends that we acknowledge this action item with certain modifications.

NWEC also raises concern about interruptions to energy efficiency incentives for large
customers during the Action Plan horizon due to large user energy efficiency funding

1% Oregon Laws 2015, Chapter 312, Sections 1-4 (requiring subject electric companies to submit proposals
to develop energy storage systems and to procure authorized projects by 2020).

I Oregon Laws 2016, Chapter 28, Section 19 (directing electric companies serving customers in Oregon to
plan for and pursue all available energy efficiency resources that are cost effective, reliable, and feasible).



ORDERNO. § ? ~BOB

caps at the Energy Trust. NWEC cautions that failing to acquire the least-cost resource is
not in the best interest of customers.

b. Resolution

We acknowledge PGE’s action item of acquiring 135 MWa of energy efficiency with the
following modifications:

(D Changes to 2021 capacity need must use the Energy Trust’s most recent
forecast data;

(2) PGE will provide an update on the Energy Trust’s activities and progress
on the large customer funding issue in 1ts IRP update in 2018; and

(3)  PGE will make available the Energy Trust’s energy efficiency forecast
data and provide an explanation of their model in the company’s next IRP.

In making this decision, we highlight two points. First, historically, energy efficiency has
continued to grow and outpace the Energy Trust’s long-term energy efficiency
projections, including PGE IRP targets. We expect the company, between now and the
next IRP or the company’s next sizing of long-term supply resources, to better identify
the steps it must take to convert more aggressive reach goals into real demand-side
resources. We further expect the company to incorporate a stretch goal for efficiency
savings that it can be comfortable with in its resource decisions. In making rate decisions
concerning long-term resources, these higher levels of energy efficiency savings will be
increasingly relevant considerations.

Second, we recognize parties’ concern that caps on funding for large user energy
efficiency may prevent Energy Trust and PGE from acquiring all cost-effective
conservation, the least-cost resource. We continue to encourage PGE to work with all
applicable parties to attempt to resolve the large customer program funding barriers.

2, Acquire 77 MW (winter) and 69 MW (summer) of Demand Response

PGE proposes to expand its demand response resources, targeting an aggregate capacity
addition of 77 MW (winter) and 69 MW (summer) through 2020. PGE states it plans to
implement a diverse set of programs that target residential, commercial, and industrial
customers. To establish these demand response targets, PGE used a demand response
potential study developed by The Brattle Group in 2015.

a. Comments

Staff, CUB, NWEC, and ODOE comment that these targets are too conservative. They
believe that even more of PGE’s capacity needs can be met with demand response assets,
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with the beneficial effect of further reducing the need for long-term investments in large,
new generation.

Staff raises concern that PGE is “stuck™ in a demand response pilot cycle and that the
company does not yet consider demand response to be a full-scale resource. Staff
recommends that we acknowledge this action item but make clear that PGE’s proposed
targets are minimum acquisition amounts. Staff offers a series of actions that it believes
will help PGE enhance its demand response planning, accelerate the pilot-to-resource
cycle, and drive market maturity.

b. Resolution

We acknowledge PGE’s action item of acquiring 77 MW (winter) and 69 MW (summer)
of demand response with the following modifications:

(1}  Through 2020, acquire at least 77 MW (winter) and 69 MW (summer) of
new demand response resource as a floor, while working to reach the
demand response high case targets of 162 MW (summer) and 191 MW
(winter);

(2) hire a third party to conduct a study for demand response specific to
PGE’s service territory with results in time to inform PGE’s subsequent
IRP;

(3) work with Staff to establish, manage, and support a “Demand Response
Review Committee” to assist in the development and success of PGE’s
demand response activities including review of PGE’s proposals for
demand response programs; and

(4)  within nine months (of August 8, 2017), present multiple viable demand
response test bed sites to the Demand Response Review Committee, and
by July 1, 2019, establish a demand response test bed.

As with our decision regarding energy efficiency, we highlight the importance of these
demand-side resources as a means to reduce the need for additional supply-side
resources. We view the time between now and PGE’s next IRP—and before we are
asked to acknowledge any significant long-term supply-side capacity addition—to be a
critical opportunity for PGE to more aggressively develop demand response as a resource
to address its capacity needs.

3. Deploy 1 MWa of Conservation Voltage Reduction

PGE proposes to pursue programmatic conservation voltage reduction deployment,
targeting minimum energy savings of 1 MWa through 2020. Conservation voltage
reduction is a means of lowering consumer power demand by operating distribution
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feeders within the lower portion of the acceptable voltage bandwidth. To enable this
conversion, PGE proposes to pursue smart meter voltage data bandwidth expansion and
data analytics research and development efforts to support system-wide expansion of a
dynamic conservation voltage reduction program.

a. Comments

Staff finds the proposed action item generally acceptable (no other party provides a
position). Moving forward, Staff suggests that PGE describe the flexibility of its
conservation voltage reduction program in greater detail including an analysis of the
distribution feeders on which conservation voltage reduction has been deployed. Staff
proposes that PGE report on this program in its Smart Grid docket (UM 1657).

b. Resolution

We acknowledge PGE’s action item of deploying 1 MWa of conservation voltage
reduction through 2020 as described in its 2016 IRP. We direct PGE to report in docket
UM 1657 on its conservation voltage reduction program. This report should include an
analysis of the distribution feeders on which conservation voltage reduction technology
has been deployed.

4. Issue RFP for 175 MWa of New Renewable Energy Resources

PGE proposes to issue an RFP for approximately 175 MWa of new renewable energy
resources by 2020. This is equivalent to 515 MW of Pacific Northwest wind—the
resource PGE modeled in most portfolios.

PGE’s analysis determines it has a time-limited opportunity to maximize the available
PTC, worth $23 per megawatt-hour for projects started in 2016, but diminishing annually
through 2020, when it phases out completely. Based on its 34-year analysis, PGE
concludes that adding 175 MWa of 100 percent PTC-eligible wind resources by 2020
results in a $173 million reduction in NPVRR relative to waiting to add renewable
resources until its REC bank exhausts in 2029.12

Responding to stakeholder comments, PGE conducted supplemental analysis including
sensitivities such as more rapidly declining technology costs, zero load growth, zero
minimum REC bank, and a shorter NPVRR planning horizon. PGE states that, consistent
with the IRP guidelines, it took into account the near-term financial impact on existing
customers through use of a discount rate to weight costs incurred at different times.

12 In reply comments, PGE provided supplemental analysis testing the impact of a 20-year planning
horizon. PGE determined that early RPS action resulted in NPVRR savings even over that shorter
timeframe. PGE Reply Comments at 22-23 (Mar 31, 2017).

10
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PGE emphasizes that, in addition to reducing RPS compliance costs, new renewable
resources would provide immediate benefits to existing customers. From an operational
level, new resources would add capacity and energy to PGE’s system. More broadly,
PGE highlights, bringing new physical resources on line instead of using banked RECs
achieves more carbon emission reductions, as supported by customers commenting in this
docket and consistent with Oregon state policy.

PGE clarifies that renewable resources other than Pacific Northwest wind, both physical
and REC-based, would be considered in the RFP. PGE expects that issuing an RFP while
the PTC and the Investment Tax Credit (ITC) for solar resources are still at high value
will drive down the price of all resources bidding into the RFP for selection.

Finally, PGE responds to questions of whether this type of action item is properly within
the scope of the IRP process. PGE concludes that nothing in Guideline 4, which
describes the components of the IRP, limits the identification of need or the construction
and evaluation of portfolios to considerations solely within the two- to four-year Action
Plan window. PGE interprets Guideline 1.d, which requires that the Action Plan “[b]e
consistent with the long-run public interest as expressed in Oregon and federal energy
policies,” to instruct it to plan within the IRP for any needs that arise due to state policies
such as the RPS. PGE cautions that overly focusing on near-term need is inconsistent
with the IRP’s intended function as a long-term planning instrument.

a Comments
(1} Parties Supporting Early Procurement

NIPPC, NWEC, ODOE, RNW, Sierra Club, and many members of the public comment
generally in support of early procurement of RPS resources. NWEC, RNW, and Sierra
Club encourage PGE to pursue even greater amounts of renewable energy resources than
the proposed 175 MWa to more fully capture the potential NPVRR savings.

These parties find PGE’s economic analysis substantiates the findings in its IRP. They
suggest that many unique risks and uncertainties favor early action to procure significant
amounts of renewable resources—including missed opportunities to secure high quality
renewable sites and the practical and operational considerations in meeting the
company’s steadily increasing RPS obligation. Like PGE, they emphasize that renewable
resources provide immediate capacity and energy value to the utility’s system—and add
that the RFP process may uncover renewable resources of even higher capacity value.

They highlight that their members, and many members of the public and elected officials
from communities that PGE serves, commented strongly in support of carbon emission
reduction and the expedited transition to greater reliance on renewable energy.

11
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Finally, they conclude like PGE that our IRP guidelines and past practices do not limit
resource acquisitions to addressing near-term needs. They urge that a core value of the
IRP is to ensure that resource decision-making reflects long-term considerations.

Further, they argue that, even if a near-term need were a prerequisite for acknowledgment
of a near-term IRP action, the proposed renewable action item would meet this standard
because resources procured through the RFP would coninibute to PGE’s 1dentified near-
term capacity need as well as its longer-term RPS compliance need.

(2) Parties Opposing Early Procurement

Staff, CUB, and ICNU conclude that PGE has not demonstrated that its renewable action
item will lead to the best combination of cost and risk for customers. They raise one or
more of the following concerns:

First, Staff, in particular, asserts that acknowledgment of a near-term action to satisfy a
long-term need—in this case, a need for RECs for RPS compliance in 2029 or later—is
inconsistent with our IRP guidelines and past practices. Staff concludes that, taken
together, IRP Guidelines 4.1 and 1.c require that utilities include in their Action Plans
resource activities that must be undertaken to meet system needs occurring in the two- to
four-year Action Plan period, with analysis of the impacts of those resource activities
over a long-term horizon.® Staff states that the Commission has consistently applied the
guidelines so that Action Plans, which address near-term identified needs, are informed
by the IRP’s analysis of long-term uncertainties. Staff notes that it found no instance in
past IRPs where we allowed a long-term need to exclusively or primarily drive resource
procurement in the Action Plan window without a near-term need for the resource.

Second, even if our guidelines and practices are not determinative, these parties caution
against acknowledging a near-term resource action based on the economic analysis of
meeting a long-term need. They reason, with the projected need more than a decade
away, any claimed economic benefit is necessarily based on assumptions and highly
uncertain. They consider PGE’s proposal a speculative economic hedge against a
regulatory requirement—in a landscape where both the economics and the regulatory
landscape are likely to change. The effectiveness of this hedge, they explain, could be
impacted by the emergence of new resource opportunities, re-extension of the PTC,
changes to the RPS, availability of economic transmission from Montana or Wyoming,
grid paradigm changes resulting in load loss, restructuring of the Bonneville Power
Administration, PGE reaching the statutory cost cap of four percent of revenue

13 Guideline 4.n requires “[a]n action plan with resource activities the utility intends to undertake over the
next two to four years to acquire the identified resources;” and Guideline 1.c instructs, “The planning
horizon for analyzing resource choices should be at least 20 years and account for end effects.”

12
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requirement,'* and numerous other events. Further, they note, even the date of the long-
term need is a projection. This projection shifted out four years to 2029 during the time
of this IRP review and is based on debatable assumptions that PGE will purchase no
unbundled RECs and maintain a minimum REC bank.

ICNU provides independent analysis suggesting that an early-action RPS strategy is
costlier for customers than a just-in-time strategy. ICNU estimates that PGE’s proposed
action item would result in increased costs of $336.5 million, on a NPVRR basis over the
20-year period 2018 to 2037.1°

Finally, Staff, CUB, and ICNU caution that this request unfairly shifts out-year RPS
compliance costs to current customers. The projected savings, they warn, are merely
illusory to existing customers, who would incur a cost to pay for a resource that they do
not currently need—so that future customers’ needs can be met at a lower cost. They
state that increasing rates to pay for a resource not yet needed is contrary to regulatory
principles that customers should pay for the costs that are necessary to serve their load.
They believe this is particularly true for a resource that, while it provides capacity and
energy to customers in the near-term, is selected through an analysis that has been
oriented toward minimizing the costs of meeting a long-term regulatory need.

b. Resolution

PGE’s proposal to acquire 175 MWa of new renewable energy resources in the near-term
to reduce the long-term cost of meeting a future RPS compliance need acutely highlights
a current challenge in long-term utility resource planning. New legislative mandates to
incorporate higher levels of renewable resources are adding new considerations to PGE’s
resource planning strategies. Moreover, unique attributes of renewable resources,
including available tax credits and changes within the electricity markets, present
conflicting considerations as to the timing of these resource acquisitions.

Recent changes to Oregon’s RPS have increased the scope and complexity of PGE’s
long-term resource planning. In addition to considering operational needs, PGE must
also ensure that 50 percent of its load is served by renewable resources by 2040. This
represents a system transformation that will require PGE to incorporate a significant
amount of new resources and adapt to a fundamentally different resource portfolio over a
relatively short period. To accomplish this in a manner that best protects customers, PGE

* ORS 469A.100(1) provides that “[e]lectric utilities are not required to comply with a renewable portfolio
standard during a compliance year to the extent that the incremental cost of compliance, the cost of
unbundled renewable energy certificates and the cost of alternative compliance payments under

ORS 469A.180 exceeds four percent of the utility’s annual revenue requirement for the compliance year.”
ISICNU Final Comments Attachment B at 12 (May 12, 2017). Mr. Mullins further calculates that, even if
unbundled RECs are not considered, the early action portfolic still costs customers $30.7 million on an
NPVRR basis. Id.

13
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must plan to harmonize these operational and regulatory needs in a least-cost and least-
risk manner. Using renewable resources to meet near-term capacity and energy needs
can allow PGE to gradually gain experience with higher levels of variable resources, and
can also reduce the likelihood that RPS requirements will force resource additions at
times not otherwise needed to serve load.

Adding to this increased complexity are competing factors affecting the timing of
resource acquisition. On one hand, the unique attributes of renewable resources may
favor earlier action than would be required for traditional resource investments.
Significant tax incentives available today, but rapidly diminishing in value, may make
renewable resources less costly today than in the future. Moreover, because the value of
renewable resources is location-dependent, particularly for wind resources, sites with
favorable resource regimes, transmission access, and permitting conditions may become
increasingly constrained and drive up future resource costs.

On the other hand, delaying resource additions can minimize near-term rate impacts,
avoid overcommitting to resources if future utility load is smaller than expected, and
maintain optionality in future resource selection to take advantage of new market
opportunities and technological advances. Cost-competitive renewable and flexible
capacity resource choices may emerge that are more diverse and scalable, potentially
allowing utilities to consider smaller resources with fewer long-term risks than larger
resources. These evolving conditions create a greater need for PGE to consider the
tradeoffs between long-term cost savings and the risk-mitigation benefits of retaining
optionality.

Our IRP guidelines and policies continue to provide the necessary framework to address
these new challenges. The focus remains on determining a utility resource need, and then
- evaluating potential utility actions to meet that need in a least-cost and least-risk manner.
In reviewing an Action Plan, we will continue to look to see how individual action items
fit into a comprehensive integrated strategy for meeting customer needs and whether the
risks are appropriately shared between ratepayers and shareholders.

How utilities characterize need and assess risk and uncertainty within their IRPs and how
we integrate that analysis into our review, however, must evolve. Traditional resource
strategies, and the Commission’s past treatment of such strategies, may have less
relevance as utilities undergo system transformation in a time of evolving regulatory
change, rapid technological advancements, increasing customer options, and market
uncertainty. In this time of transition, we challenge utilities and stakeholders not to view
our IRP guidelines as pre-established checklists but rather to proactively adapt their
assessment of risk and uncertainty as industry evolution comes into greater focus.
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PGE met this challenge in planning for its capacity needs. As discussed above, PGE
responded to concerns about the risks and uncertainties of acquiring a new, large natural
gas resource by further exploring short- and medium-term contracts with existing
hydropower resources and other generators in the region. PGE fell short of this
challenge, however, with regard to its renewable resource action item as its analysis did
not evolve to respond to Staff and intervenors’ concerns with the balance of near- and
long-term tradeoffs and the assessment of long-term risks. In justifying such near-term
action, PGE’s strategy should have considered, among other things, how renewable
resources could contribute most cost-competitively to near-term capacity and energy
needs, the role PURPA qualifying facility additions will play in RPS compliance, and the
proper sizing of resource investments to balance near-term opportunities to minimize
future compliance costs with preservation of optionality through retaining RPS headroom
to fill with future technological advances and opportunities.

Without a clear demonstration of how the projected long-term economic benefits were
balanced with short-term impacts and long-term risks, we are unable to conclude that
acting now, in the manner that PGE proposes, to take advantage of the economic
opportunity is a least-cost and least-risk approach to meeting PGE’s RPS need.

PGE primarily justified the size, timing, and expected technology characteristics of its
proposed acquisition on the basis of projected long-term RPS compliance savings. In
estimating these savings, PGE relied more heavily than usual on long-term analysis.
PGE used a 34-year NPVRR, rather than the traditional 20-year period, and compared a
near-term resource investment to a future resource investment. Further, when Staff and
intervenors raised concern with the equity of short-term rate impacts and long-term
benefits, PGE fell back on traditional IRP principles of discount rate and NVPRR rather
than considering other approaches to balance these considerations. The absence of a

clear imperative to act in the near-term made engagement on these issues critical to our
decision.

In addition, PGE’s sizing of the 175 MWa resource addition was not well explained and
justified, except on the basis that projected NPVRR benefits increased with the size of the
resource, up to a point. PGE did not adjust the sizing even in light of a high number of
new PURPA qualifying facility contracts and requests for contracts (though PGE did
extend its expected REC shortfall date by four years). Nor did PGE include smaller wind
resources in the proposed portfolios it analyzed, or explain how the RFP would be able to
select a smaller resource (if cost-competitive) to retain headroom to capture future
technological advancements, customer choice options, and changes in load growth.
Throughout, PGE’s renewable energy proposal looked like a wind benchmark resource
sized to meet 20 percent of its incremental need to reach the 50 percent RPS requirement
in 2040. A greater showing of how the proposed resource action aligns with current
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capacity needs, how PGE can mitigate short-term rate impacts, and how long-term
optionality can be maintained, was lacking in PGE’s analysis.

Although we do not acknowledge the action item as proposed, we recognize that expiring
tax incentives, particularly the PTC, represent a time-limited opportunity that could
benefit PGE’s customers. Since the company must act soon to realize the full value of
these incentives, we encourage PGE to work with Staff and other parties to prepare and
submit for our consideration a revised Action Plan for renewable resource acquisition that
addresses the concerns noted in this order.

5. Pursue Bilateral Negotiations; Issue All-Source RFP for Any
Remaining Capacity Needs

In its initial IRP filing, PGE projected an 819 MW capacity need in 2021, after taking
into account its proposed demand- and supply-side action items and accounting for
imports and executed PURPA qualifying facility contracts for facilities not yet online.
PGE proposed to issue one or more RFPs to acquire up to 850 MW of capacity, and
consider a mix of annual and seasonal resources. PGE noted that it may also enter into
short- and medium-term contracts to maintain resource adequacy during any gap between
when capacity 1s first needed and the time it takes for resources to be acquired through an
RFP. In reply comments filed in March 2017, PGE clarified that it assumed the loss of
two expiring hydro contracts in this projection.

As the IRP process continued, PGE updated its capacity projections and adjusted its
procurement strategy. PGE successfully renewed one expiring contract (the Wells
hydroelectric project) and reports it is negotiating renewal of the other (Portland hydro
projects). PGE states it is systematically pursuing bilateral negotiations with other
generation resources in the region, particularly existing hydro capacity. PGE estimates
that volumes of 100 to 400 MW are available from multiple sellers, generally for five to
15 years. PGE explains that, with hydro resources typically unwilling to bid into
competitive solicitations, it plans to submit any executed contracts for our review along
with a request for waiver of our Competitive Bidding Guidelines.!® PGE states it will not
move forward with the RFP if it obtains sufficient capacity through bilateral negotiations.
Still, it requests acknowledgement of the proposed RFP to ensure it is positioned to act
quickly should it be unable to contract sufficient capacity.

PGE proposes the following revised set of action items to procure needed capacity:

Acknowledge a capacity need of 561 MW, 240 MW of which must be
dispatchable, in 2021. Procure capacity via bilateral negotiations and filing of

18 PGE filed an Application for Waiver of the Competitive Bidding Guidelines on August 25, 2017. This
matter is docketed as UM 1892,

16



ORDER NO. @? 386

waiver of Competitive Bidding Guidelines. Issue all-source RFP for any capacity
needs (including dispatchable capacity) that may remain unfilled after completing
bilateral negotiation process

a. Comments

Staff and intervenors comment that PGE did not properly consider short- to medium-term
resources and recommend that PGE pursue bilateral negotiations to secure existing
capacity resources, especially hydro generation, ahead of any capacity RFP. They
question whether PGE properly compared different resource options and suggest that
PGE’s use of proxy resources is too generic to accomplish the intended purpose of the
IRP. Although they generally agree that PGI’s analysis demonstrates some mid-term
capacity need, they question whether PGE truly needs the all-source RFP it proposes.

Staff recommends the following sequential approach to meet customers’ capacity needs:

(1)  Complete bilateral negotiations and report to Commission;

2) complete market study;

3) re-run models and develop new preferred portfolio using data from
bilateral contracts, market study, and any other analyses; and

4 issue an RIFP for specific short- to medium-term resources.

PGE responds with specific concerns about the last three conditions. Regarding a market
study, PGE explains that the current bilateral negotiations are essentially a market study.
To developing a new preferred portfolio, PGE explains this would be a very time-
consuming undertaking and not a matter of simply updating inputs. Finally, to a limited
REP, PGE responds that current bilateral negotiations already encompass the bulk of the
short- to medium-term availability. PGE states that requiring it to follow these extensive
negotiations with the recommended limited RFP would be repetitive and cost valuable
time. PGE cautions that, with all these intermediary steps, if it were to ultimately find
itself capacity short and needing the all-source RFP, it would be left with an abbreviated
timeline, which could limit its procurement options.

b. Resolution

We acknowledge PGE’s capacity need of 561 MW, 240 MW of which must be
dispatchable, in 2021. With regard to procuring resources to meet this capacity need, we
acknowledge the following modified sequential approach:

(1)  Complete bilateral negotiations, with periodic updates to Staff as to status
of negotiations and progress toward completing negotiations of key terms
and conditions;
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(2) concurrently, work with Staff and stakeholders to scope and launch a
regional market study of potentially available resources to be run in
parallel with the company’s efforts to complete the bilateral negotiations;
and

(3)  report to the Commission, within four months (of August 8, 2017), the
results of the bilateral negotiations and the need for: (a) completing the
market study; (b) re-running models and developing a new preferred
portfolio using data from the bilateral contracts, the market study, and any
other new analyses; and (c) issuing an initial RFP for specific short- to
medium-term resources before proceeding with an all-source RFP.

We agree with parties that short- to medium-term contracts provide optionality in the face
of tremendous uncertainty in the energy market and could help PGE avoid committing
customer dollars to irreversible, long-term resource decisions that may not be the least-
cost path. We adopt this measured approach in an effort to balance the time required to
complete bilateral negotiations (PGE estimates three to four months), Staff and
intervenors’ concerns about fully exploring the market and developing the in-depth
perspective that was lacking at the beginning of this IRP, and PGE’s interest in being
positioned to act quickly to procure capacity if negotiations fall short.

We will evaluate the continued need for the market study, new preferred portfolio, and
limited RFP when PGE presents its report on the results of the bilateral negotiations.

6. Acquire 16 MW of Dispatchable Standby Generation

PGE proposes to pursue expansion of dispatchable standby generation by 16 MW to meet
standby capacity needs (non-spin). Through its dispatchable standby generation program,
PGE contracts for the use of customers’ standby generators when the local region has a
need for critical power. PGE proposes to also pursue actions, such as customer site
development and contract negotiations, to achieve additional annual standby targets, if
needed beyond 2020. We adopt Staff’s recommendation to acknowledge this action item.

7. Submit Storage Proposal in Accordance with House Bill 2193

PGE proposes to submit, in accordance with 2015 House Bill 2193, one or more
proposals to the Commission by January 1, 2018, for developing a project that includes
one or more energy storage systems that have the capacity to store at least five megawatt-
hours of energy. We adopt Staff’s recommendation to acknowledge this action item.
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8. Perform Enabling Studies to Inform Next IRP

Based on the recommendations of Staff and stakeholders we require the following studies
to inform PGE’s next IRP:

. Treatment of Market Capacity

. Flexible Capacity and Curtailment Metrics
. Customer Insights

. De-carbonization

. Accessing Resources from Montana

. Load Forecasting Improvements

. Risks Associated with Direct Access

We do not adopt the additional studies suggested by ODOE, as we find these already
required in other contexts.

B. Additional Requirements or Recommendations for PGE’s Next IRP

Based on recommendations made by Staff and other parties, we adopt the following
requirements for PGE’s next IRP:

Load Conduct ongoing workshops, including consideration of probabilistic forecasts,
Forecasting | with interested stakeholders to improve PGE’s forecasts.

Conduct out-of-sample testing and select models based on these results.

Include a technical appendix that describes forecast methodology and contains
a list of the forecast modeling assumptions (and explanations) and the model
specifications (equations).

Portfolio Hold workshops with interested parties to develop a simple and clear set of
Ranking and | portfolio scoring metrics, with a focus on using only metrics that have a clear
Scoring interpretation and robust discussions on the appropriate way to incorporate
Metrics short- and medium-term options and the relative importance of high-cost

versus low-cost outcomes.”’

Distribution | Work with Staff and other parties to advance distributed energy resource

System forecasting and distributed energy resource representation in the IRP process.

Planning Work with Staff to define a proposal for opening a distribution systemn

planning investigation.

Transmission | Hold a workshop to explore the issue of transmission and the potential access
to higher capacity wind resources in Montana and Wyoming.

17 We direct Staff to report back to the Commission periodically on the status and outcome of these
workshops.
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C. Impact on PURPA Avoeided Cost Prices

In its final reply comments, PGE requests that we provide clear guidance on how our
determinations in this docket impact its avoided cost prices. In its report for the
August 8, 2017 Public Meeting, Staff offered a position on how it would interpret the
175 MWa renewable energy resource and its impact on PGE’s renewable deficiency
period, were it acknowledged.

Staff clarified orally at the August 8, 2017 Public Meeting that it is not requesting a
decision at this time from the Commission. The Coalition and NIPPC commented that
our typical practice is to have a utility update its avoided cost pricing within 30 days of
our IRP decision, and then use that separate process for any price changes. They
cautioned against changing policy on an ad hoc basis in a utility-specific proceeding.

We find it premature to make a decision around PURPA avoided cost pricing and reserve
our decision for our review of PGE’s update that follows this IRP decision. We
recognize the avoided cost process is linked to the IRP process, but we believe it should
remain separate.'®

V. PGE’s 2013 IRP

We acknowledged PGE’s last IRP in Order No. 14-415, with certain revisions and
additional requirements.'® In our prior order, we required PGE to hold several workshops
and conduct certain studies and research to inform its next IRP. We agree with Staff that
PGE has adequately complied with these requests and directives.

Staff recommends we direct PGE to carry forward certain studies. We agree these
studies continue to be relevant and useful. We direct PGE to complete the following in
developing its next IRP:

. Continue to evaluate non-physical compliance with Oregon’s RPS
. Continue activities to test and assess the technical and economic viability
of converting the Boardman generating facility to a biomass facility

In its continued evaluation of non-physical compliance with the RPS, we direct PGE to
demonstrate it has followed industry best practices for incorporating unbundled REC

18 PGE filed updated avoided cost prices on August 18, 2017. We addressed this filing at our

September 12, 2017 Public Meeting, where we adopted a 2021 deficiency period for nonrenewable avoided
cost prices and a 2025 deficiency period for renewable avoided cost prices. In the Matter of Portland
General Electric Company, Application to Update Schedule 201 Qualifying Facility Information, Docket
No. UM 1728, Order No. 17-347 (Sep 14, 2017) (directing PGE to file a revised schedule for Staff
compliance review).

Y In the Matter of Portland General Electric Company, 2013 Integrated Resource Plan, Docket No. L.C 56,
Order No. 14-415 (Dec 2, 2014).
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market projections into its least-cost, least-risk RPS compliance strategy. With respect to
its Boardman activities, we direct PGE to include analysis of the value of continuing

customer investment in this study and to explore opportunities to partner with third
parties to share costs.

VI. ORDER
IT IS ORDERED that:

1. The Integrated Resource Plan filed by Portland General Electric Company
is acknowledged with modifications and exception consistent with the
terms of this order and the attached Appendix A.

2 PGE is directed to provide us with a status update, within 60 days of our

August 8, 2017 decision, reporting on its development of a revised Action
Plan for renewable energy resource acquisition.

Made, entered, and effective 0CT 0 92017
e L — ' S~
%M/\A /L/JZU( o ;+€fA[/'? /? 7 %/c%x
Lisa D. Hardie Stephen M. Bloom
Chair Commissioner

gan W. Deckér
ommissioner

.21



ORDER NO. 1‘% ~B8E

Appendix A
Acknowledged Action Items with Modifications

Action Item — Acquire 135 MWa of cost-effective energy efficiency.
Modifications:

(1) Changes to 2021 capacity need must use the Energy Trust’s most recent forecast data;

(2) PGE will provide an update on the Energy Trust’s activities and progress on the large
customer funding issue in its IRP update in 2018; and

(3) PGE will make available the Energy Trust’s energy efficiency forecast data and provide
an explanation of their model in the company’s next IRP.

Action Item — Acquire 77 MW (winter) and 69 MW (summer) demand response.
Modifications:

(1) Through 2020, acquire at least 77 MW (winter) and 69 MW (summer) of new demand
response resource as a floor, while working to reach the demand response high case
targets of 162 MW (summer) and 191 MW (winter);

(2) hire a third party to conduct a study for demand response specific to PGE’s service
territory with results in time to inform PGE’s subsequent IRP;

(3) work with Staff to establish, manage, and support a “Demand Response Review
Committee™ to assist in the development and success of PGE’s demand response
activities including review of PGE’s proposals for demand response programs; and

(4) within nine months (of August 8, 2017), present multiple viable demand response test
bed sites to the Demand Response Review Committee, and by July 1, 2019, establish a
demand response test bed.

Action Item — Deploy 1 MWa of conservation voltage reduction through 2020.

Action Item — Acknowledge capacity needs of 561 MW, 240 MW of which must be
dispatchable, in 2021. Procure capacity via bilateral negotiations and filing of waiver of
Competitive Bidding Guidelines. Issue all-source RFP for any capacity needs (including
dispatchable capacity) that may remain unfilled after completing bilateral negotiations.

Modifications:

(1) Complete bilateral negotiations, with periodic updates to Staff as to status of negotiations
and progress toward completing negotiations of key terms and conditions;

(2) concurrently, work with Staff and stakeholders to scope and launch a regional market
study of potentially available resources to be run in parallel with the company’s efforts to
complete the bilateral negotiations; and

APPENDIX A
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(3) report to the Commission, within four months (of August 8, 2017), the results of the
bilateral negotiations and the need for: (a) completing the market study; (b) re-running
models and developing a new preferred portfolio using data from the bilateral contracts,
the market study, and any other new analyses; and (¢) issuing an initial RFP for specific
short- to medium-term resources before proceeding with an all-source RFP.

Action Item — Acquire 16 MW of dispatchable standby generation.
Action Item — Submit storage proposal in accordance with House Bill 2193, by January 1, 2018.
Action Item — Perform enabling studies to inform next IRP.

(1) Flexible Capacity and Curtailment Metrics
(2) Customer Insights

(3) De-carbonization

(4) Risks Associated with Direct Access

Modifications: Perform the following additional studies.

(3) Treatment of Market Capacity
(6) Accessing Resources from Montana
(7) Load Forecasting Improvements

Additional Requirements or Recommendations for PGE’s Next IRP

Load Conduct ongoing workshops, including consideration of probabilistic forecasts, with
Forecasting | interested stakeholders to improve PGE’s forecasts.

Conduct out-of-sample testing and select models based on these results.

Include a technical appendix that describes forecast methodology and contains a list
of the forecast modeling assumptions (and explanations) and the model
specifications (equations).

Portfolio Hold workshops with interested parties to develop a simple and clear set of portfolio
Ranking and | scoring metrics, with a focus on using only metrics that have a clear interpretation
Scoring and robust discussions on the appropriate way to incorporate short- and medium-
Metrics term options and the relative importance of high-cost versus low-cost outcomes.

Distribution | Work with Staff and other parties to advance distributed energy resource forecasting

System and distributed energy resource representation in the IRP process.

Planning Work with Staff to define a proposal for opening a distribution system planning

investigation.

Transmission | Hold a workshop to explore the issue of transmission and the potential access to
higher capacity wind resources in Montana and Wyoming.
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{TEM NO. 1

PUBLIC UTILITY COMMISSION OF OREGON
STAFF REPORT
PUBLIC MEETING DATE: August 8, 2017

Upon Commission’s
REGULAR X CONSENT EFFECTIVE DATE Approval

DATE: July 27, 2017
TO:; Public Utility Commission

FROM: JP Batmale "%

v

'\.."’1"‘__ isf'r\‘
THRQUGH: Jason Eisdorfer and John Crider

SUBJECT: PORTLAND GENERAL ELECTRIC: (Docket No. LG 66)
Acknowledgement of 2016 Integrated Resource Plan

STAFF RECOMMENDATION:

Staff recommends the Commission acknowledge in part and decline to acknowledge in part
Pertland General Electric's {PGE or Company) 2016 Integrated Resource Plan. Staff
recommends certain actions and additional requirements for inclusion in an IRP update.

SUMMARY OF STAFF RECOMMENDED ACTIONS:

Staff's recommendation as o each Action ltem is provided below. The Action liems are
discussed in further detall throughout this report. Staff's complete recommendation as to each
Action |tem can also be found in the box at the end of each Action Item seclion. Additional
recommendaticns are included in the cverview as well.

2013 IRP ACTION PLAN RECOMMENDATIONS
> ORDER NO. 14-415 (LC 58} ' 8
1. Compliance with Commission ordered requirements from previous IRP

Recommendation: Staff finds PGE in compliance with Order No. 14-415, Staff
recommends the Commission direct PGE fo complete the following in its next IRP:

= Continué to evaluate non-physical compliange with Oregori’s RPS.

»  Continue activities to test and assess the technical and economic viability of
converiing Boardman ic a biomass faciity.

APPENDIX B
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2016 IRP AGTION PLAN RECOMMENDATIONS
> DEMAND SIDE ACTIONS 10
1. Energy Efficiency (EE) — 135 MWa cost-effective EE from 2017 through 2020
Recommendation; Acknowledge sukject {o following modifications;

a. Changes to 2021 capacity need must use Energy Trust’s most recent
forscast data.

b. PGE io provide an update on Energy Trust's activities and pregress on the
Large Customer funding issue In its annual IRP update in 2018.

¢. PGE io make available Energy Trust’'s EE forecast data and provids an
explanation of PGE’s model in fis nexdt IRP.

2. Demand Response (DR} — 77 MW (Winter) and 69 MW {Summer) through 2020
of DR rescurces 13

Recommendation: Acknowledge subject fo the following modifications:

a. Acquire 77 MW {winter) and 69 MW (summer) as minimumi levels of DR and
establish 182 MW {summer} and 191MW (winter) as reach goals.

b. Launch studies on DR and consider DR commitiee.

c. ldentify potential DR test beds within nine months of a Comnmission order in
this docket and establish a DR test bed no tater than July 1, 2018.

3. Conservation Voltage Reduction (CVR} — CVR targeting minimum energy
savings of 1 MWa through 2020

Recommendation: Acknowledge with the requirement to conduct analysis and
reporting.

» SUPPLY SIDE ACTIONS 17
1. Renewable Resources - Issue RFP{s) for 175 MWa New Renewables
Recommendation: Noi Acknowledge.

2. Capacity Resources ~ Issue RFP(s) for up to 415 MW of Dispaichable Capacity
and 400 MW of Flexible Capacify Rescurces for 2021 Capacity Need

Recommendation, Acknowledge subjedi to following modifications being fully met
prior to issuing an All Source RFP for any remaining capacity need:

a.  Complete bilateral negotiations and report o Commission.
b. Complete market sfudy.

APPENDIX B
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¢. Re-run models and develop new preferred portfolio using data from
bilateral contracts, market study and any other analyses,

d. Issue an RFP for specific short- to medium-termn resources.

3. Standby Resources -- 16 MV expansion of Dispatchable Sfandby Generation
(DSG):

Recommendaifon: Acknowledge.

> INTEGRATION ACTIONS 38
1. Energy Storage — Submit Storage Proposal per HB 2133 by Jan. 1, 2018

Recommendafion: Acknowledge.

> ENABLING STUDIES FOR NEXT IRP | 39
1. Treatment of Markel Capacity

2. Flexible Capacily and Curtailment Metrics
Custorner Insights

De-carbonization

Accessing Resources from Montana
Load Forecasting Improvements

N oo e A e

Study Risks Associated with Direct Access

> ADDITIONAL RECOMMENDATIONS/GENERAL IRFP COMMENTS 40
1. Load Forecast

Portfolio Ranking and Scoring Metrics
Distribution System Planning
Transmission

Bilateral Contracts

PURPA. Avoided Cost

I O
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DISCUSSION:

lssue

Whether the Commission should acknowiedge PGE’s 206 Integrated Resource Plan {IRP),
acknowledge specific pertions of the IRP with orwithout cerfain conditions, or decline to
acknowledge thetRP. _

ADnEicabIe'R_u[e or Law

The Comiiission adopfed least-cost pianning as the preferred approach te utflity rescurce
planning in 4289.7 In 2007, the Commission updated ifs existing least-cost planning principles
and established a comprehensive set of “IRP Guidelines® io govern the IRP process. The IRP
Guidelines found in Order Nos. 07-002 (corrected by 07-C47) and 12-013 clarify the procedurs!
steps and substantive analysis required cf Oregon's regulated utilities in order for the
Commission to consider acknowledgement of a utfity’s resource plan.®

The IRP Guidelines and Commission rules require a ulility o file an IRP with a planning horizon
of at least 20 years within two years of its previous IRP acknowledgment order, or as ctherwise .
directed by the Commission.® Further, the IRP musi alsc include an “Action Plan” with resource
activities that the ulility intends to take over the next iwo to four years.* The utility’s IRF should
satisfy the IRP. Guidelinas and Commission rules for its determination of future long-term
resource-ieeds, lis analysis of the expected costs and associated risks of the altsmaiives
reviewad tomeet its fuiure resource needs, and its near-term Action Plan to achieve the IRP
goal of selecting the "portiolio of resources with the best combination of expecied costs and
associated risks and uncertainties for the utilify and its customers.™ This is often referred {o as
the "least cost/least risk portfolio.” '

The Gommission teviews the ufility’s plan for adherence to the procedural and substantive IRP
Guidelines and generally acknowledges the overall plan if it is reasonabie based on the
information available at the time.® However, the Commission explains: “We may also dacline to
acknowledge specific aciion items if we guestion whether the uiifity’s proposed resource
decision presents tha least cost and risk oplien for its customers.” :

Also applicable 1o review of PGE's 2016 IRP is whether it complies with all of the Commission
requirements in its previously gcknowledged IRP. For example, PGE’s 2013 IRP (LG 56) was

T Order No. 89-507.
2 Order Nos, 07-002 and 07-047. Additional refinements to the process have been adopied: See Order No, 06-338

(IRP Guideline 8 was later refined to specify how uiilities should treat carbon dioxide {£02) risk In their [RP analysis);
QOrder No. 12-013 (guideline added directing uiilities to evaiuate their naed and supply of flexible capadity in IRP
flings).

3 Crder No. 07-002 {Guidelines 1{c) and 3(2)} and OAR 860-027-0400,

4 Order No, 14-415 2t 3.

§ Order No. 07-002 at 1-2.

S/d at1 '

7 id,
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acknowledged in Order No. 14-415, but the Commission required several activilies, in addition
to routine rescurce planning work, for PGE to undertake and include i is 20186 IRP filing.

" Thus, in addifion to IRP Guideline compliance, Siaff reviews whether PGE has complied with
the Commissicn's arder in LG 686,

Analysis

Frocedural History

Prior to filing the IRP, PGE held several public worksheps.® After filing the IRP on

November 15, 2016, PGE held two public workshops. On January 24, 2017, Staff and eight of
the infervening parties filed opening somments, followed by a Commissicner workshop on
February 16, 2017. 1In March, PGE was granted an extension fo the procedural schedule, and
filed its reply commenis on March 31, 2017. On April 13, 2017, PGE filed an update {o its reply
cominents adjusting its projected 2021 capacity need from 819 MW to 581 MW, On May 12,
2017, Staff and interveners filled their final commenis.

This IRP process was marked by a high level of public involvement and interest. The
Commission has received over 7,000 calls, written comments, and/or letters regarding PGE’s
IRP and Action Plan in the eight months since the IRP was filed. [t should be noted that
throughout the IRP process, PGE has actively encouraged all stakeholders and the pubfic fo
provide comments and 1o pariicipate. Generally the comments fell into the follewing categories:

» Disagreement with PGE’s proposal to acquire or build upwards of 850 MW of new
natural gas facilities fo fill the Company’s 2021 capacity shortfall.

»  Encouragemert to PGE o meet future energy and capacity needs through the
development of renewable generation and snabling technology such as batteries.

= Encouragement to PGE to develop a different long-term plan that would betier batance
meseting customers’ electricity heeds while alsc reducing the Company’s greenhouse
gas footprint as quickly as possible.

Additionally, the Commission received letfers filed as officlal comments from:

»  (Oregon To rrefaction: provided an update of the posﬁwe tachhicel resulte and nexi steps
for the biomass pilot at Boardman. -

» Columbia Riverkeepers, Oregon Physicians for Social Responsibility, and 350PDX:
these groups filed joint comments. They requested an investigation into PGE’s safely
record at Cariy and for the Commission to follow PGE’s reguest ta Oregon Depariment
of Environmental Quality to emit higher levels of Volatile Organic Gompounds (VOG) af

" Carty. The request for investigations was referred to Commission Staff working on the
curent PGE rate case, UE 318,

»  Oregon Lawyers for Good Government: recommanded not acknowledging the IRP due
to several percelved flaws in the IRP analysis.

8 For more information please see the PGE IRP website: bips:/wwy, porilandgeneral. comfouncampany/ensray-
shrategviresource-planning/infeqrated-resource-nlanning
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Given the high level of public interest, the Commission held a special public comment hearing
on May 15, 2017, in downtown Portland for the general public to provide comments about
PGE’s 20116 IRP direcily to Commissioners. More than two hundred people atiended this
meefing in Poriland, with about 95 atfendess speaking at the meeting. The sentiment at the
public meeting generally did not support PGE’s [RP as it was currently written.®

On Junhe 23, 2017, PGE filed its fihal reply comments.

A second commissioner workshop was held on July 11, 2017, Staff files this Staff report in
advance of the August 8, 2017 Regular Public Meeting on PGE's 2016 IRP.

Framework for Decision-making

IRF Pﬂmese and Principles

Since 1986, the Commission has utilized Jeast-cost planning as the preferred approach {o uiility
resource planning.’® “The Commission’s infegrated resource planning process remains a vital
tool for engagement in a coliaborative dialog with utilities over their planned resource
investments and-sirategic direction. Staff agrees with PGE thai the four underlying slements of
the Commission’s JRP planning have withstood the test of time."" The Commission’s four
substanitve elements of 9'least-cost plan are:

1. Alyesourcesmust be evaluated on a cansistent and comparable basis.

2. Uncertainty must be congidered.

3. The primary goalis least cost o the utility and ifs ratepayers, consistent with the long-
run public interest. '

" 4. The plan must be consistent with Oregon’s energy policy.®?

Additionally, identifying the energy or capacity need io safely and reliably provide electricity
service to customers is g fundamental preiminary step to the planning precess. Resource
planning is the determination of what particular resocurce, or mix of resources, can best meet
that energy or capacity need at lesst cost and least risk to the utility's custorners. Four basic
steps are fo: (1) Determine the resource need, (2) Develop multiple rescurce portfolios,

(3) Develop muliple future scenarios, (4) Select the portfolio with the best combination of costs
and risk to meet profected customer load.

¢ See Sickenger, Ted. "Ratepayers and aciivists insist PGE teject nalural gas,” Oregonian, May 17, 2017,
httpivww, oregontive.com/businass/index.ssti2017/05/regulators and pge gef an earfhiml

0 Order No. 07-002, p. 1

" PGE Final Reply Gomments, filed June, 23, 2017, p.5.

2 Order Ne. 07-002, p.2 '
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The Commission says it best:

“The primary function of the IRP process is to evaluate the company’s load and
resource balance for a 20-year planning horizon, and to ideniify the proper
additional resources that might be necessary fo provide refiable service fo the
expested load

The IRP porifolic selection process has heen carsfully designed to achisve this desired resuli.
The IRP Guidelines require very specific portfolio modeling of all sizes and technolegies of
resources in a host of probabilisiic fufures. Out of these fuiures, the top performing pottfolios
rise fo the top—ihe least cost and least risk opticns for mesting the future energy load in order
tc provide refiable electricity service fo customers. Therefore, after ideniifying the Preferred
Partfolio, the utility knows what fypes of resources to acquire in the guaniities necessary to
satisfy the projected future customer load.

Foliowing the integrated planning process, a utility may conduct a competitive request for
proposal (RFP) process to proecure parficular resources consistent with the IRP. By conirast,
the RFF process is a wholly distinct process with different purposes and different functions.
Netably, i is a significantly shorter process, with very limited stakeholder input and oversight as
compared to the IRP, and is designed to select the already-determined resocurce(s).

In sum, the 20-year ouflook and two- fo four-year Action Plan are integral components of
resource planning in Oregon. Nevertheless, the IRP process is flexible in that it demands an
annual update and a new IRP filing every two years In order i¢ take new information inte
account, This heips to bulld confidence that appropriate Action tems are being taken as future
uncertainiies bacome less uncertain, and forecasting is not a gamble bui rather is an
increasingly reliable projestion.

Interpretation of IRP Guidelines ‘

PGE expressed concern in its Final Comments that some of Staff's asserfions were based on
misinterpretations of the IRP Guidelines and particular Commission orders. Regarding
Guidelines 1 and 4(n}, PGE stated that Staff's assertions directly imply that "the ufility must
bring the identifled resource onlfine during the two- to four-year action plan window.”™ Staff did
not asserf, nor imply sueh a conclusion. Staff was frying to explain that the Guidelines reguire a
uiflity to include in is two- to-four-year Action Plan the resource activities it plans io take to meet
system needs, with analysis of the impagats of those decisions pver the long-term horizon. -
Additionally, Staff asserted that the Action Plan addresses nearterm identified needs.

13 Order No. 14-415 af 3 {emphasis added).
1086, PGE Final Reply Comments at 8.
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Compliance with IRP Guidelines

Elements of PGE’s 2616 {RP do not comply with the IRP Guidelines,

Although PGE's 2016 1RF and Action Plan generally follow the Commission’s IRP guidelines,
the IRP suffers from several important infirmities. In pa_rticular, Staff found that PGE’s proposed

2018 IRP did not:

1. Consider and avaluate all known resources for meeiing joad. For example, this is
evidenced by bilateral negotiations launched in Q1 2017 at the request of the
Commissioners, stzkeholders, and Staff, subsequent to the filing of the IRP. (Ses
Guideline 1.a)

2. Compare different rescurce in-service dates, durations and technologies in its pdrtfo!ic
risk modeling. Instead, PGE used generic proxy rescurces in iis modalling.” (Ses
Guideline 1.a)

3. Select a portfolio of resources with the bast combination of expecied costs and
associated risks and unceriainffes. This Guideline reflects a fundamentai principle of
resource planning in Oregon. PGE did naot select a porifolio of resources with the best
combination of expected costs and associated risks. Rather, PGE’s use of generic
proxy resources resulted in an Action Plan itemn that refies on an all-source RFP. As a
resulf, the Campany may end up with any number of resources fo be combined oufside
of the IRP process which will form the portfolio of resources to meet the IRP’s stafed
needs. In short, the Company is substituiing the RFP process for the IRP process (See
Guideline 1.c).

Infervening parties in LC 68 also found that aspects of PGE's filed IRP did not meet the
Commission guidelines. These critiques range from not evaluating and comparing specific
resources in the IRP to not properly considering risk and unceriginiy. However, the adopfion of
Staff's recommendad modifications for this IRP and cerfain Aclion Plan items wilt serve 1o
remedy the compliance deficiencies.

Compliance with Commission Requirements in LG 56, Order No. 14-415

PGE’s 2016 IRP is in compliance with Order No. 14-415.

In addition to the IRP guidelines, Order No.14-415 contained additional action items for PGE to
complete as part of its 2016 [RP.8

in sum, Order No. 14-415 required PGE to:

15 Please sae PGE IRP Reply Comments March 31, 2017, page 72, enthe use of proxy rescurce capaciiies instead
of cantracts of various durafion and for noi modeling hydro resources.
® Order No., 14-415, Appendix A, 1-2.
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= Hold a series of workshops with stakehoiders {and one Commissioner workshop) fo
develop a range of mulfiple portfolios for meeting incremental capacity and energy
needs that included specified elemenis, and workshops.on load forecast methodology.

»  Analyze shutdown scensrios for Colsirip.
* Include a portfofic level analysis of CVR in the 2016 [RF.

= Conduct a comprehensive analysis of flexible resource opticns and of analysis of jeining
the EIM.

= Develop and evaluaie muitiple RPS compliance strategies.

Staff determined that the additional aclion items from Order No. 14-415 were etthar enfirely
addressed or addressed sufficienily enough in PGE’s 2016 IRP that PGE is in compliance with
the Commission order. Other stakeholders in LG 66 made no note of PGE missing any action
iterns from Order No. 14-415. However, there are iwo items Staff would fike to coniinue as part
of PGE’s next IRP, '

ORDER No. 14-415 COMPLIANCE RECOMMENDATION
Staff recommends the Commission find PGE in compliance with Order No. 14-415. Staff also
recommends that the Commission continue {o direct PGE fo complete the following for its next
IRP as they could be valuable:

= Continue to evaluate non-physical compliance with Oregon’s RPS.

= Continde activities io test and assess the technical and economic viabkility of converting
Boardman to a bicmass facility.

Action Plan Discussion

The remainder of this report explores PGE'’s proposed Action [tems, shares the positions of
stekeholders and the Company, and provides Staff's recommendation on each item. The chart
below summarizes PGE's final Action Plan ftemns. (Afiachment A cifers a compatison of PGE’s
original action plan to the final action plan fems below).
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T S
Demand Sids

Energy Efficiency (EE). Acquire 135 MWa
Actions :

Demand Response {DR): Acguire 77 MW {winter) and BQ'MW (summer)

Conservation Voliage Reduction {CVR):
Deploy 1 MWa

Expand AM!

Conduct R&D around analytics
Develop expansion plan

Supply Side Actions | New Renewables: the addition of 175 MWa of new renewablas
(equivalent to 516 MW nameplate of new wind resources)

't New Dispaichable Capacity: ~561 MWV of new capacity through all
source RFP {comprised of 240-415 MW of Dispatchable Capacity due fo
renewed hydro contract and ~400 MW of Seasonal Capacity)

DSG: 16 MW .
Hydro Confracts: PGE re-acquired ~135 MW from renewed contract at
Wells.

Bllateral Negotiations: PGE continuing bilateral negotiations with several
hydro and thermal capacity resource owners that could potentialty
satisfy its 2021 capacity nesd.

Infegration Submit Storage Proposal, per HB 2193, by 1/1/2018

Enabling Studies Treatment of Market Capacity
Flexible Capacity & Curiailment
Customer Insighis
Added several new studiss and explorations based on stakehalder
comments for the next [RP. They are:

= Decarbonization

= Accessing resources from Montana

* Load forecasting improvements

«  Siudy risks associated with Direct Access
Benehmark Carty Unit 2 — Not considering, buf open fo benchmark proposals
Resources Carty Unit 3 — Nof considering, but open to benchmark proposais
Renewables — No determination. Not requesting acknowledgement.

Storage — No determination. Devaloping site for RFP later.'®

7 PGE IRP Final Reply Comments at 34. *In any eveni, he Company has not requesied acknowledgement of a

benchmark resource,”
18 1d,
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Staff Analysis
DEMAND SIDE ACTIONS
Qverview

PGE has proposed three Demand 8Side Action Hems in its 2016 IRP. By 2021 PGE plans to:
= DS #f Energy Efficiency (EE): Acquire 135 MWa of energy efficiency.

» DS #2 Demand Response (DR): Acquire 77 MW of winter and 69 MW of summer
demand response rascurces,

« DS #3 Conservation Valfage Reduction (CVR): Implement several conservation
voltage reduction (CVR) initiatives. .

DS #1. Energy Efficiency (EE) Action ftem
QOverview

The IRP farget levels of EE were developed In conjunction with the Energy Trust of Oregon
{(Energy Trust) through the year 2034. For the Action Plan time herizon, i was determined that
~135 MWWa of new cost-effective EE should be acquired in PGE’s Preferred Portfolio. PGE
used Energy Trust data to explore achieving higher levels of EE in some its other porifolios, but
found that porifolios with higher levels of EE did not perform as well and therefore did not select
them.

Parties’ Positions

Ciizens Utllity Board (CUB)

CUB's comments on EE focused on the conclusion that if is impossible for PGE and Energy
Trust to accurately forecast future EE savings given the current pace of technology changes.
CUB also noted in thelr opening comments that Energy Trust’s annual savings coniinually over-
achieve relaiive fo their near- and long-term projections.

Morihwest Energy Coalifion (NWEC)

NWEC argues that the benefits of EE in reducing the risks and costs associated with RPS
compliance and capacity needs are much greater relative to EE's overall costs and thus should
be pursued more vigorously.®® NWEC raises two concerns about EE in this IRP. First, NWEC
assertis that the EE forecasiing methodology underrepresents the potential contribution of cost-
effective EE ic PGE's near~ and lang-term energy and capacity needs,® Second, NWEG is
concermed about interrupiions fo EE incentives for large customers during the IRP Acfion Plan
fime horlzon.*"

19 See the Initial Comments of the NWEC, January 24, 2017
“ Jee boih the Inifial Gomments of the NWEC, January 24, 2017 and Final Comments of NWEC, May 12, 2047
21 Zee hoth the Initial Comments of the NWEG, January 24, 2017 and Finat Comments of NWEC, May 12, 2017
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Sierra Club
Sierra Ciub asserts that three flaws in Energy Trust’'s forecasts lead to PGE underestimating the

potential amount of cost-effective EE in this IRP: unrealistically declining savings over time;
overstating costs for al} achievable savings; and the avoided costs for EE are tco fow.

PGE’s Posttion
PGE relies on Energy Trust to ideniify and secure its EE. The 135 MWa of cost-effective EE

originally propesed in the IRP Action Plan remained unchanged through the somment period.
PGE stated that i could not adopt NWEC's suggested approach to befter capture savings from
technology development because it was too speculstive, PGE asserts the components of EE's
avoided costs are set appropriate levels and thus EE’s avoided cost is not too low. PGE agrees
with NWEC’s concem that the Energy Trust may not be able to acquire all cost-effective EE
from large customers due to spending limits imposed by SB 838, PGE admits this may pose
chalienges but has nof become an issue yet Further, PGE’s analysis of Energy Trust's 2026
IRP data led them fo believe that large customer funding limitations only impacted 0.5 percent of
Ensrgy Trust’s forecasted savings.

Staff Positionn and Recommendation
Staff finds that the proposed level of EE in PGE’s Action Plan reflects a commitment to cest-

effective EE. Staff also agrees wih the positions expressed by some of the parties. Staff notes
that with the passage of SB 1547, the importance of EE as a resource was further clarified. The
jaw indicates that EE should serve as a priority resource in the resource acquisition plans for
any invesior owned utflity.? This sends a dear signal regarding the work to secure all cost-
gffective EE and influences the recommendaiions Staff makes.

With regard to stakeholder comments, Staff makes the following observations:

» [ncorporating latest EE forecast into IRP: Staff maintains ifs position that the most up-to-
date EE forecast should be incorperated into the IRP. Other rescurces have been
added into the |RP analysis since i was flied In November, including Wells Hydro, a new
load forecast, and renewable QF capacity.

» Improved EE forecast: Staff agrees with the stakeholder comments that Energy Trust
has historically overachieved its savings relafive {o its IRP forecasis. In laie 2016, as
part of Energy Trust’s budget review, Staff and Energy Trust management identified EE
forecasting as an arez for improvement.  Energy Trust has embarked on a multi-year
plan to improve Its forecasting methodology, including the improved incorporation: of new
technology Into EE forecasts. Staff will work with Energy Trust and stakeholders over
the next several vears to help improve ifs ferecasting methodology.

»  Changing EE avoided costs/better understanding of cost and risk impacts of EE: Staff
finds the arguments made by Sierra Club and NWEC regarding the value of EE worth

22 See section 19 of SB 1547 which spacifies a loading order to utifily resource acquisiiion with EE and DR being
prionfized prior to the acguisition of any new generation resources. .
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exploring. Staff feels an exploration of EE avoided cost methodology, data inplits,
processes and integration into the IRP should be conducted by OPUC Staff prior to the
next iRF.

Large cusiomer funding: Staff agress that NWEC was rightly concerned about this issue inits
comments, Energy Trust just announced at iis July 2017 Gonservation Advisory Councit
meeting that in 2016 it passed the threshold 7or large customer funding in PGE’s senvice
territery. The risk to savings goals and cost-effectiveness during the Action Plan timeframe
warrants increased monitoring for market disruptions. To this end, Energy Trust has begun
exploring incremental steps fo fake in 2018 and 2618 to bring large customer Incentive spending
beiow the threshold agread to in 2007, Additionally, Staff notes that any “fix” to this issue would
necessitate the coliaboration of many stakeholders and possibly even require Jegislation. For
this IRP, Staff recommends that PGE provide a full update on Energy Trust's activities and
progress on Large Customer funding In ifs annual [RP update in 2018,

In conclusion, Staff finds that the anaiysis supplied by Energy Trust fo PGE for their 2016 [RP is
consistent with their past methodology znd works for this IRP. Siaff agress ihat some of the
observations and criticisms from stakeholders are worth exploring prior to the next IRP.

Deraand Side Action DS #1. Energy Efficiency (EE) Recommendation
Siaff recommends thaf the Commission acknowledge PGE's action Eem of acquiring 135 MWa
of EE through the Action Plan fimeframe with the following medifications:

» Changes fo 2021 capacily need must use Energy Trust's most recert forecast data.

= Provide an update on Energy Trust's aclivities and progress on the Large Customer
funding issue in its annual IRP update in 2018.

»  PGE will make available Energy Trust's EE forecast data and provide an explanation of
their modei in the next IRP.

DS #2. Demand Response (DR}

Overview )

PGE has expressed a willingness to work with Siaff to implement its ideas to accelerate -
the pace of DR deployment beyond the amount identified in ifs Acticn Pian timeframe.
Staff recommends acknowledgement of the DR Action Fem with medifications. Most
notably, Staff recommends that PGE’s proposed levels of DR in this Action ltem serve
as a floor with more aggressive reach targets.

- APPENDIX B
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Parties’ Positions

ODOE
ODOE is supportive of Staff's position “to more aggressively develop and acquire demand
response assets fo address the company’s capacity needs,”

NWEC

NWEC also finds that PGE's demand response proposal should be viewed as a floor,
specifically: “The 63-77 MW range should be seen as a low floar, and reassessment of potentia!
in promising DR segments should commence as soon as possible so that this target can be
pushed significantly upward.”

CUB
Likewise, CUB supports early aggressive action to procure demand response.®

PGE’s Fosition

In their Final Comments, PGE indicates appreciation for Staff's proposal of & Demand
Response Test Bed, highlighting that such a concept could help stakeholders understand PGE’s
challenges.® Additionally, PGE stggests including other Distributed Energy Resources and
moving the fopic of the Demand Response Test Bed to PGE’s Smart Grid reports” because the
“IRP process identifies resource need and evaluaies supply-and-demand side opfions io mest
long term needs.™® Lastly, PGE suggests that it can move beyond the current IRP farget of
77 I regulatory challenges could be addressed.

Staff Position and Recormmendation :

PGE's position above reinforces Staff's concemn that PGE does not currently consider demand
rasponse to be a resource; rather, it is still in research stages. To PGE's point about including
all DER resources in a test bad, Staff feels that the system, market, and data awareness is not
robust encugh for inclusion of all DER. The purpose behind Staff's proposal of the Demand
Response Test Bed s to rapidly accelsrate the development of viable demand response
programs and demonsirate its ability fo function as a resource. Within this test bed, Staif
anticipates already established DERSs that can be used to understand the interaction of DERs
and DR. To address PGE's concem over cost effectiveness and cost recovery, Staff has
shared with stakeholders that it is considering requesting fo cpen a proceeding to explore both
fems. In the interim, Staff offers recommendations to bagin work on the Demand Responss
Test Bed, development of demand response planning, and resource development.

2 Oregon Department of Energy, 1.C 68 Final Comments, page 5. See also Oregan Departiment of Energy Opening
Commenis pages 2-3.

24 Northwest Energy Coalition, L.C 65 Initial Comments, page 5. See also Northwest Energy Coalition Final
Comments, page 4. =

5 Se CUB LC 85 Final Gomments, page 6.

% pEE’s Final Commenis LG 66 page 41.

Z PEE's Final Commenis |.C 66 pages 41 — 42.

B pGE’s Final Commenis LG 88 page 42.
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Staff recommends the Commission acknowledge PGE's Action ltem for Demand Response with
modifications. Currently, PGE’s recommended Action ltem pursues only 77MW of winter
demand response and 62 MW of summer demand response through 2021, Staff and other
parties feel this planhed scquisition is conservative at best. Given the analyses produced in this
proceeding and PGE’s siated need for capacity in the short term, Staff recomimends the
Commission requirs PGE to meet 77MW (winter) and 69 MW (summer) demand response
megawatts as a floor, with g reach goal of meeting PGE’s own Demand Respense High Case
of 162 MW {summer) and 191V (winter). Staif acknowledges the challenges this reach goal
presents, Reach goals were used to great effect with Energy Trust when they first began
operation. Staff is confident that by working constructively with PGE, Staff and PGE can
address the barriers, risks, and caoncems highlighted by PGE in thelr Final Comments. Bslow
Staff outfines the necessary activities to move beyond the currently proposed 77MVW (winter)
BOMW {summer) demand response fargets,

»  Studies on Demand Response Potentizl — IRP Plapning

To address ihe issues regarding demand response potential, Staff recommends
PGE hire a third parly to conduct a study for demand response specific to PGE's
service territory with results In fime to Inform PGE’s subsequent IRPs. Staff
recommends PGE conduct such studies for each IRP cycle.

Additionally, Staff recommends basing the practice and mathodology of
assessment of technical and achievable cost effective demand response on the
energy sfficiency assessment work done by the Energy Trust of Oregon and the
Northwest Power and Planning Coungil.

Staff recommends PGE submit a draft of its Demand Response Potential study
te the Demand Response Review Committes for additional guidance.

= Demand Response Review Commitiee

Staff recommends the Commission establish a Demand Response Review -
Committee {o assist in the development and success of PGE's demand response
activities. The Comimiitee could include representatives from organizations such
as CUB, ETO, NEEA, 1CNU, SmarGrid Northwest, the Northwest Power and
Conservation Ceuncil Staff, the Pacific Northwest National Laboratery, and the
Commission Staff. All programs PGE proposes would be reviewed by the
Comrmittee.

* Demand Response Test Bed

Staff recommends that the Commission direct PGE o idendify mulfiple
geographically defined communities, target multiple customer segments, and
consider current infrastructure capabilities, costs, potential penetration levels,
and availability of other distributed energy resources as candidates for a Demand
Response Test Bed. PGE should identify numercus sites and rank them by
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capability, cpportunity, and cest. PGE should complete a draft of this effort within
nine months of the Gommission’s order oh the 2016 IRP, the results of which
would be reported to Staff who would work with PGE to prepare a proposal for
filing. Staff's final commeants on May 12, 2017 offer addiional considerations for

PGE.*

Demand Side Action DS #2. Demand Response {DR) Recommendation

Staff recommends that the Commission acknowledge, with modifications, PGE’s Aclion ftem 1o
acguire 77 MW (winter) and 69 MW (summer) of demand response Btafi recommends the

following modifications:
= Direct PGE to acquire at least ?TMW (winter) and 89 VY (summer) of demand
response as a floor, while working fo reach the demand response high case targets of
162 MWV (summer} and 181MW {(winter) as outlined in PGE's iRP.
= | aunch the studies on demand response and astablish a Demand Response Review
Committes,
= [irect PGE, within nine months of & Commission order in this docket, fo identify multiple

viable dermand response test bed sites, present a draft of their findings fo the Demand
Response Review Committee and establish a Demand Response Testbed no later ’fhan

July 1, 2018.%

DS #3. Conservafion Voitage Reduction (CVR)
Staff supports PGE’s proposed CVR injtiatives and recommends acknowledgemeri,

Overview
PGE proposed several CVR adlivities that target a minimum of 1 Mv\fa of energy savings and

the expansion of the OVR program through 2020, The acfivities include smart metsr voltage
data bandwidth expansion and data analyiics R&D.

Parties’ Positions, and Staffs Position and Recommendation

Only Staff provided any position on PGE’s proposed CVR activities in the IRP. Generally, Staff
found the proposal acceptable but would still like to see PGE describe the flexibility in its CVR
program in far more detail moving forward. Specifically, PGE should provide an analysis on
those distribution feeders which CVR has been deployed. PGE provided no response to this in
gither set of its Reply Commenis.

2 Final Staff Comments at page XX
% See Affachment A of Staif's Final Reply Comments in LC 66, dated May 12, 2017.
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Demand Side Action DS #3. CVR Recommendation

Staff recommends that the Commission acknowiedge PGE’s CVR Action liems as proposed in
fis 2016 IRP. PGE should report on its CVR program in the Smart Grid docket and offer an
analysis of those distribution feeders on which CVR technology has been deployed.

SUPPLY SIDE ACTION ITEMS

Overview
PGE proposes three Supply Side {88) Action liems in its final 2016 IRP:

= 38 #1- Renewable Resources: Acguire 175 MiWa of new renewable energy
{equivalent io 515 MW nameplate of new wind resources) through an Early RFS
Procurement RFP (Early RPS RFP) issuad soon after dectsion on iRP
acknowledgement.

» 88 #2 - Capacily Resources: Acquire upwards of 561 MW of new capacity {comprised
of 240-415 MW of Dispatchable Capacity due to renewed hydro contracts and ~400 MW
of S=ascnal Capacity; threugh an A Source RFP issued soon after decision on IRP
acknowledgement.®!

x S8 ES- Siandby Resources: Acguire18 MW of Digpaichable Standby Generation
(DSGL

Far the purpese of providing background for the Supply Side final Action liems, Staff notes three
svents that occurred after PGE's IRP was fited in November 2016 that resulted in a reduction {o
PGE's origingl projested 2021 capacity need and projecied 2028 Renewable Energy Certificate
(REC) regulatory compliance need:

*  PGE was able to successfully re-negotiate its Wells hydro contraci in Q1 2017. This
reduced the Company's remaining capacity need by ~138 MW,

»  PGE recognized ihe addition of over 300 MW of solar qualified facilities to its resource
mix. This reduced the Company’s remaining capaciy need by another 52 MVY.

x  PGE updated its near-term load forecast so that the 20186 IRP load forecast matched the
lower load forecast used in PGE's rate case (UE 318). The foad forecast revision further
reduced PGE’s remaining capacity need by an estimated 71 MV.

¥ See LC 68, PGE IRP Reply Comments, p. 52 and PGE's Apsl 13, 2017, Letter Updaiing Figure 5, p. 2.
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Figure 1 — Revised Capacity Shortfall Graphic*®
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These above-mentionad events had two noteworthy impacts on the 2016 IRP. First, they
reduced PGE’s 2021 remaining capacily need to ~581 MW. Second, they extended PGE's
need for Renewable Energy Certificates (RECs) for Renewable Porifolio Standard (RPS)
compliance an additional four years into the fufure, from 2025 to 2028, Nonetheless, all of the
Action ltems in PGE’s IRP remain largely unchanged. Most notably and concerming to Staff,
PGE still coniinues to seek two categories of large resource acquisitions, one of which is for the
primary purpose of meeting a distant regulatory compliance need, not a near-term actual energy
or capacity need.

S8 #1. Acquire 175 allW Renewable Resources — Early RPS RFP Action Ifem

Overview

PGE's action plan states that: "PGE intends 1o issue one or more Requests for Proposals for
approximately 175 MWa of bundled RPS compliant renewable resources, and/or unbundled
Renewable Energy Cerifficates (REC), with a preference for msximizing available incentives for
the benefits of customers,”® As described in detail in the IRP, the referenced “available
incentives” refer to Production Tax Credits (PTCs).®

%2 See Aprit 13, 2017 [elter from PGE; revision to Figure 8 in PGE's March 31, 2017 IRP Reply Comments.
% Bee p. 343 of IRP
% PGE's Reply Comments at 13.
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Descripfion of the Proposed Resource and Need

In its Action Plah, PGE proposes a renewable resource acquisition primarily to meet its 2029
RPS compliance requiremsnt, but also to provide energy and capacity benefits. PGE elected io
medel g wind resource for the proposed renewable resource RFP and discusses the PTC
acquisition in depth in its IRP. PGE dees note however that the RFP may praduce & different
renswable resource(s):

“For example, the top-ranked porifolio — Efficient Capacily 2021 — includes the
addition of 515 MW of "PNW Wind” renewable resources in 2018. The
discussion of renewable resources in Chapter 7, Supply Oplions, details the
assumed characteristics of a PNW Wind resource sited in the Oregon region with
" an average wind speed af the 80-meter hub height of 6.8 mefers per second,
with an estimaled capacily factor of 34 percent, and technology modsled by
GE 2.0-116 turbines, This does nof mean that a rescurce acquisition will be
fimited to only this spedific location, technology fyoe, or timing. in fact the
acquisifion process wifl encourage proposals from diverse Jocatfons (Oregon,
Washingfon, Jdaho, Montana, efc.) and from alf RPS compliant resources (wind,
solar, geothermal, biomass, incrementaf hydro, efc.). Resources can be new or
sxisting, physical or REC-based, PGE-owned or contracted. PGE will require
each proposal io describe its key afiribufes and how i meels the needs identified
by the IRP.™

In reply commenis, PGE's explains that its RPS compliance need for physical resouwrces has
been moved oui to year 2029, primarily due to updaied forecasts and the recent execution of
QF contracts.® PGE offers modeling demoenstraiing that the Early RPS RFP Action presents
the Jowest cost scenatio for customers, with NPVRR benefits,¥ and allows PGE’s minimum
REC bank levels to be held through 2040, PGE provides evidence indicating that a number of
circumstances, including the unigue nature of Oregon’s RPS banking provisions and the
imminent expiration of the PTC make the acquisition of & near{erm renewable energy resourcs,
sven one designed to meet a 2029 need, the lowast-cost, lowest risk option for customers.

“The Company fested resource procurement fiming, size, and fechnology. PGE
also explored additional strafegies in its Reply Commenits. These analyses
identified that, under all of the futures explored within the 2016 IRP to guaniiy
risk, nearterm RPS proourement that captures the value of the PTC is lower cost
than adopting a delayed or “just in ime” RPS procurement sirategy."®

Through ifs long-term analysis, PGE contends that the Company has clearly demonstrated
substaniial ratepayer value to the Early RPS RFP Action — vaiues that are superiorio a
traditional “just-in-time” approach that by contrast would meet an RPS need closer io when the
regulatory nead getually arises.

3% Sze p. 341 of IRP

% PGE's Reply Cemments at 18,
¥ id,

# PGE’s Reply Comments at 13,
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Pariies’ Position

Sierra Club
Sierra Club takes the position that PGE’s methodology produces lower-cost wind portfolios that

PGE has improperly dismissed.® Sierra Club also notes that wind subsides will lapse in the
near term, thus the Commission should encourage PGE fo issue a renewable REP

ODOE
QDOE supports the prioritization of carpon-free resources, including renewable energy. '

CUB

CUB acknowledges that PGE may have demonsirated economic savings assaciated with
renewable resource procurement, but is froubled by the fact that PGE plans to procure such.
resources well in advance of any actual need.** For CUB, intergenerationa! inequity is an
important issue because “current customers will see rates increase to pay for a resource that is
not neaded for sevaral years,™® CLUB is also concerned that PGE's proposal will Emit future
_options to pursue renewable resources that may be mere cost-effective, or have superfor
system benefits,*

ICNU
ICNU also opposes early action on several grounds. First, ICNU relies on evidence provided by

its expert showing thet PGE's proposed early action is costlier than alternatives.® Second,
[CNU argues that PGE’s early action approach represents highly risky and unnecessary
hedging.* Third, ICNU asserts that the purported benefits of early action are outweighed by
substantial risk.*” Fourth, ICNU argues that the use of unbundled RECs by PGE could eliminate
tha 2029 need for the early action resource.® Finally, ICNU asseris that the early action RFP

will increase power cests.®

NWEC
NWEC supports early renewables as a [east cost, least risk strafegy, and takes the position that

a larger commitment to renewable resources may represent a lower cost strategy in the fong
term.%°

2 siepra Glub Final Comments on PGE's 2016 Integrated Resource Plan, p.8.
4 {d, p.13.

41 QDOE Finat Comments, p.5.
42 GUB Firal Comments, p.5.
21d. pb.

44 d.

45 ICNU Finat Comments p.5.
B id pb.

47 1d. pS.

414, p.11.

“1d, pia.

5 NWEC final Commentis, p. 5
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RNW

RNW believes that PGE selected the wrong portfolio~that a larger renewable resource
commitment presents the clear feast cost and least risk selection.’! Because of the NPVYRR
results, RNW argues that PGE should explore procurement opportunities from 175MWa up to
300MWa, and that PGE’s vagus concemns regarding integration and operaticnal issues are not
consistent with PGE’s YWind 2018 Long porifolio.®

NIPPC

NIFPPC finds PGE has demonstrated a nearterm renewable need, exacerbated in part by the
expiring PTC.® NIPPC siates that PGE's benchmark resource presents a geographic diversity
danger.®

Edward Averit
Edward Averill presents comments highlighiing the Importance of clean renewable energy
supporied by storage resources,*

Nafional Grid

National Grid objects to PGE's position that large-scale storage is noi to be considered as part
of the RPS benchmark bid % National Grid contends that large-scale storage could provide
numerous benefits to PGE’s system in conjunction with PGE's planned early aclion renewable
RFP, particularly with regard o capacity.¥

Staif's Position

Staff recommends that the Commission not acknowledas the Early RPS RFP Action Iem,

Siaff first notes that PGE’s data and analysis production efforis for the Eatly RPS RFP Action
[tem have been very helpful and much sppreciated by the pariies. Siaff commends PGE for its
responsivensss, theroughness,; and for the quality of the information PGE has provided
throughout this process to Staff and stakeholders. Evaluating the long-term merits of a major
resource is challenging, particularly where the need for the resource is not immediate or near-
ferm, but while there are some legitimate factors that could suppert early acquisition. PGE has
addressed this complicated analysis as well as could be expected considering difficuities
presented with forecasis twelve yvears into the fulure.

PGE has responded to Staff and stakeholder requests, with regard fo just the RPS focused
poriion of the IRP, by compleiing the following: shortening the analysis fimeframe to 20 years,
sonducting analysis using a revised minimum REC bank sirategy, estimating vaiue if COD was
pushed out for 2017 wind o 2020, analyzing RPS sizing, and analyzing the value of PTC

51 Final Comments of Renewable Northwest, p.4.
214 p.5.
:aNothwest and Infermountain Power Producers Cealition’s Final Comments, p.2.
4 i,
% Edward Averiff Public Comment for docket LCBB, PGE iRP, p.1.
:: National Grid's Fina] Commenis in Response fo PGE's Reply Comments, p.1.
Id. p.3.4,
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carryforward. All of these requests were completed while PGE managed many other
simultaneous responsiblilities associated with the broader IRP.

PGE argues that this wealth of analysis supports PGE’s central argument in favor of
acknowledgement that *._.under all of the fuiures explored within the 2018 IRP to quantify risk,
near-term RPS procurement that capiures the value of the PTG is lowsr cost than adopting a
delayed or just in time’ RPS procurement strategy.™?

PGE presented evidence that the opportunity fo capiure the value associated with the Early
RPS RFP Action is uniquely ime-limited because the PTCs currently present significant
gconomic value, which may soon evaporate with the nonrenewal of the federal tax credit.
Further, PGE argues that capturing the PTC value for customers aligns with Oregen’s RPS that
incentivizes early action.®®

PGE asserts that ifs extensive analysis of future scenarios, technology cost and development
projections, and their long-term analysis support the conclusion that Early RPS RFP Action is
the lowest-cost, flowsst risk option for the long term; and that significant projecied long-term cost
savings justifies Early Action despite the comresponding risks of that resuil,

In final reply comments, Staff noted that PGE justified the Early RPS RFP Action because their
analysis resulted in $173 million in NPVRR value over the life of the asset which represents
“less than one percent of the preferred portfolio NPVRR." I However, in final reply comments,
PGE argues that Staff's NPVRR analysis is too narrow, and that the appropriate vajue is

6-7 percent of NPVRR:

“The NPVRR associated with RPS and Generic Capacity additions between
20318 and 2040 in the Delay Portfolio described in PGE’s Reply Comments is
$2,595 million. The $173 million savings associated with near-term RPS action’
therefore represents a 8.7% cost reduction relalive to the cost of resowrce
actions between 2018 and 2040 in the Delay Porifclio. B

As argued by PGE, the analysis, assumptions and data claim a fong-term overafl cost reduction
of 8.7 percent between the Early RPS Action and the Delay Portfolio. Siaff would fike to clarify
two things. First, Staff's assertion about the averall NFVRR benefit of less than one percent was
simply one way fo put the $173M benefits of a nearly $1B investment into context with the
overall size of the prefemred pertfolic’s total NVPRR. # was not to comipars purifolios and is just
one of many possible ways by which to provide same context for the results provided.

Second, PGE continues te miss a more fundamental point. Claiming one porifolio better
represenis the best combination of costs and risks - or cost reduction in this case — when both
porifolios are based upen the same premise of a nesd over ten years info the futiure —~is a
somawhat meaningless exercise. No maiter how much data and analysis is provided,
projections of future conditions, laws, fechnology, prices and other determinative factors over

% pGE's Reply Comments at 3.
L
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iwelve years into the fulure cannot be known today with any degree of cerizinty such that it
justifies such a significant investiment. PGE's Eardy RPS Action proposal is flawed begauss the
analysis is based upon the unquantifiable: the economic, techtiological, and system condifions -
of the years 2029-2040 and beyond.

PGE asks the Commissicn {0 acknowledge a resource action based upeon the unguaniifiable:
the econcmic, technological, and system conditions of the years 2029-2040 and beyond. The
Commission has been put in this difficult position because PGE’s piroposal deviates from one of
the basic tenanis of the IRP process—ithat proposed major resource acguisitions are
acknowledged to meet quantifiable nearderm needs.

= Farly RPS RFP Action Upends Proven IRP Planning Principles that Reduce Risk to
Cusfomers

PGE's proposed Early RPS RFP Action runs counter fo IRP planning cencepts of managing
risk, uncerainty, and nesd. The PUC’s IRP process is designed {o manage risk by
incorperating severai key components. Thess Include process components, such as
stakeholder workshops and wiitten comment pericds, and rigorous substantive analysis that
serve fo minimize both cost and risk to Oregen ratepayers though stakeholder questioning and
analysis.

The least-cost, least-risk principles that the Commission applies to resource acguisition hinge
on the primary question of system need, whether for reliability or compliance. Absenta
demonsirated need for a resource by the uiility, the Commissicn has recognized that the least-
risk aind ofien least-cost plan is to not acquire new resourcss.

From the point of view of system analysis, risk is Imited and managed by sxamining a wide
range of porifolios and through the use of stochastic medeling. The rationale underpinning this
approach is the understanding that analyzing a wide variety of candidate portfolios under a wide
range of possible unknown but probabilistic futures allows insight into the relative risk profiles
represanted by different approaches fo meeting the utility's system needs.

The IRP guidelines require ufilifies to perform a long-range planning analysis of at least twenty
years and use that long range plan to develop a near-ferm (24 year} Action Plan that embodies
the near-term actions necessary to move the utllity further down its long range plan. The reason
the Cemmission directs the development of both the lohg-range IRP and the near term Aclion
Plan is to mitigaie risk and fo protect ratepayers from possible harm because the abiity to
accurately forecast future conditions and outcomes diminishes the farther out into the future a
projection goes. Afthough the Commission has recognized that long-ferm planning is the
essential context for shorter term resource decisions, since the promulgation of the IRP
guidelines the Comrmission has not allowed long-term planning ic exclusively or primarily drive
resource procurement in the near-tenmt when there fs no near-term need for the resowrce 50

€0 See Attachment 8.
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The Commission has concepiually agreed with the parties about the difference between risk
and uncertainty. For example, parties argued thaf "probabilities that differeni outcomes will
occur can be reasonably assigned for a risk, but nol for an uncertainty” and the Commission
agreed with that concept. ¥ In other words, near-term risk can be bounded and assigned a
probability of occurring, while uncerfainty cannotf.

PGE's Early RS Action resource need is so far info the future that risk siops being reasonably
calculeble and uncertainty is dominani. By conirasi, the Commission and utiliy ufilization of
Fust-indime” acquisiion—where resources are brought onfine as they are needed and informed
by the broader context of a long-term plan—illustraies the rationale undsrpinning near-term
needs being addressed through the Action Plan. The “jusi-in-fime” procurement approach is
well-established because risk can be assessed and understood best in the contexi of
customers’ near term-needs; wheraas uncertainty is inherently unquantifiable, PGE’s proposed
Early RPS RFP Acticn does not it this framework; PGE is asking the Commission to
acknowledge a resource action today based upon characteristics and future outcomes that are

inherantly uncertain.
PGE believes that # has accounted for risks:

"PGE has accounted for risks within the IRP. For example: Staff's concaem
regarding renewsble production risk is addressed with both a low Variable
Energy Resource (VER) output future and the minimum REC bank analysis;
resource diversity, is discussed in detail in Chapter § of the [RP and is hot
precluded by the Action Plan; and qualifying facility (QF) confract growth, is
avaluated in PGE’s Reply Comments and will be updated prior to issuing a
renewables RFP. PGE addresses Staff's concems related {o solar cost
reductions.” 52

PGE appears to be conflating risk and uncerfainty. The long-ferm factors that PGE has
quantified are still highly uncertain; accordingly they do not provide an adequaie basis fora
decision to commit to a major resource. These distant projections do not represent actionable
information sufficient to commit ratepayer funds today for a need that only begins in 2028, and
could and could change batween now and 2028,

With such a distant need, many unguantifiable factors could become determinative, any one of
which could alter the economic case for Early RPS RFP Action before the need for the action
emerges. This pufs PGE and the Commission in the impossible position of identifying these
structural, unquantifiable factors and attempting to understand their future development. For
example, in PGE's Final Reply Comments the Company states:

"Specifically, with regard to the risk of changes to RPS legislation, PGE believes
. that Oregon’s legislative history, RPS frends in cther states, and the recent
resolutions adopted by the City of Portland and Multhemah County to meet 100%

81 Order No. 07002 at 5,
82 pGE's Final Reply Commenis at 14.
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of electricity demand with clean and renswabls resources by 2035 ali suggest the
Company's clean and renewable cbligations, relafive to the current RPS
legislation, are much more likely to increase than decrease in the future,”s

Political forecasts or forecasts of future legislative outcomes become crucially importani when
planning fo commit today for major resources not needed until far into the future. This
undersceres the importance of basing major resource decisfons on near term needs; where the
factors that could impact a decision are at least more limifed, and more subjectfoan
assessment of risk. An IRP process where future political and legisiative factors become
impertant subjects of investigaticn and essential analysis is by its nature steeped in unceriainty,
rather than risk. : :

PGE argues that the JRP process should not be so rigid as to eliminate the capturing of near-

term opporiunities that are not refated fo nesd. However, taking action foday in the midst of

. unceriainty, could preciude future aconomic opperiunity thai is real a2nd quantijfiable. PGE
gtates that;

"Staff and ICNU ralse concerns grounded in speculation abouf the condinued
evoluiion of the uiility industry, the effects of which are unknown andfor
unquaniifiable in advance. Thase include: distributed resource planning; material
changes to the RPS law; the development of new unforeseen technologies; and
the fundamental restruchuring of BPA. Potential industry changes are not unigue
to this IRP. The industry will continue to evolve and long-term planning will need
to proceed in the face of unquantifiable unceriainties. Consistent with the {RP
Guldeiines and Commission precedent, i is reasonable and prudent ic confinue
to make planning decisions based on the best available infarmation and to be
ready to take advantage of additional opportunities to reduce costs in the future
should such opportunities arise.”™*

PGE's “best avaitable information” in the case of RPS Early Aciion is not ugeful to defermining
economic cpportunity, because i is entirely dependent upon the highly uncertain conditions of
the distant future. nvesting today in a resource that is not needed will probably displace future,
nearierm need based economic opportunities that we cannot know today, but as PGE notes
are likely to occur, In PGE’s effort fo capture an uncertain opporunity today, some fulure, beiter
understood opportunity would be fereciosed.

Because the Early RPS RFP Action is so uncertain given the 2028 time frame, # cannot be
sufficlently analyzed as to risk. As the nesd becomes closer to the present, the uncertainty
about certain risk events begins to [ift and risk can be quantitatively analyzed and the best least
cost, least risk actions will becorne more clear. Past Commission decisions since the
promulgation of the IRP guidelines are consistent with this view.® In sum, making a significant
resource procurement decision outside of the context of near-term need arlificially limits the real

82 PGE's Final Reply Comiments at 15,
84 PGE Final Reply Comments 14-15.
& Ses Attachment B.
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data and information necessary to make an informed decision and results in g significant
unceriainfy regarding the least cost, least risk action for ratepayers.

o Early RPS RFP Action Violates Infergenerational Equity Principfes

Commissicn approval of PGE's Action Plan that contains the currently designied Early RPS RFP
Action has significant impfications for ratepayer infergenerational equity. The ratemaking
principle of infergenerational equity explains that the period of cost recovery of an investment
should correspond to the fime it is in use and serving the custerners paying for i, said another
way, benefits from the new resource investment should acerue o the same set of ratepayers
that are assigned the cost of the new resource. In the context of Early RPS RFP Action, this
principle is viclated because current ratepayers will be assigned the cost of the new resource
investments but the primary benefits (REC compliance)} will accrue to fuiure ratepayers.

Recognizing the imparfance of this principle In meintaining just and reascnable rates across
generations, the Commission does not generally acknowledge resouirce acquisitions for
purposes that fie oulside near-term needs.* Staff concludes the same treatmant is justified for
the Early RPS RFP Action (wind) proposal,

o The Early RPS RFP Action Hedges Against An Uncertain Need and Effeciively
Forgoes Alternative Opportunities That Are Least-Cost Least-Risk fo Ratepavers

Staff agrees with PGE that its proposed 178 MWa acquisition of renewable resources that
would result from the Early RPS RFP Action would coniribute to some of the Company's future
capacity need, but the parrative support found in PGE’s IRP and subseqguent comments indicate
the Early RP8 RFP Action ie proposed for the purpose of satisfying the 2028 RPS regulatory
reqguirement. As a result, Staff finds this Action ltem to be a bundled REC hedge thal places
substantial burdens on ratepayers in several ways.

First, by acquiting the resources today o mest the anticipated 2028 regulatory compliance
requirement, PGE is locking in RPS compliance at today’s costs which may not be lower than
future costs. Second, by acquiring a physical assst before it is needed and relying on forecasts
to produce the net present-value revenue requirement, PGE assumes that the characteristics of
the wholesale erergy and REC markets are predistable and dependable for the next 12 years,
but Staff does not agree with that this is a reasonzable assumption. The uncertainty for both the
future cost of bundled RECs and the wholesale market value for RECs increase the further out
the forecast goes.

Third, the uncertainty in this proposed Action ltem is not only arcund cost—but if alse implicates
forgone or lost benefits fo customers— PGE’s proposed Action item, if pursued foday, could
very well eliminate future options that would have provided Jower costs for bundled compliance
due to technological advancements or market forces. Furthermore, committing to resource
acquisificn prematurely can aiso preclude the future acquisition of advantageous resources

8 Cornmission Order No. 12-082, Docket No, LC 52, 3/9/12 (proposal fram PacifiCorp that the Commission rejected).
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which become available due fo transmission opportunities, depressed wholesale market prices,
and other evolving factors. In shori, one serious consequences of faking early aciion, especially
of the magnifude proposed by PGE (rearly §1 Billion}, is that it precludes future potential action.
that could be highly beneficial to ratepayers.

Fourth, PGE's RPS obligation is a function of refail lcad and its need to fulfill the RPS is pariially
offset by the level of PURPA confracts (which deliver RECs). Both of these factors will change
the uliimaie RPS need in 2029 in ways that cannoi be known at the present {ime.

Fifth, the possibility that Oregon's RPS is altered within the 12-year window is possible. [n the
last ten years, the Oregon regulatory landscape has moved from no RPS obligation in 2608, to
7 target set by ORS 469a, and recently by SB 1547 o a comnpliance targst of 80 percent by
2040. Future legislative actions or inevitable markef forces may result in a reality in which
renewable rescurces are the economic choice in a rescurce planning environment. There could
be a fulurs in which an RPS is no longer needed because renewable resources become the first
choice as least cost least risk resources. In fact, PacifiCorp’s 2618 IRP refiects this premise—
mandated renswable resource acguisition could be unnscassary in the future due to simple
economic decision-making where renewsble energy is the lowest-cost, lowest-risk energy or
capacity resource.

Indeed, cther policies or regulatory changes could evolve in the intervening years altering the
retationship beiween the ulility and its customers concerning the development of generation
assets,

In sum, PGE's Early RPS RFP Action should not be acknowledged because if assigns the risk
of the proposed bundied REC hedge entirely to ratepayers, substantially before RPS action is
neeaded,

885 #1. Early RPS RFP Acfion o Issue RFPis) for 175 MWa New Renewables
Recommendation

Staff recommends that the Commission not acknowledge PGE’s Action fo issue RFP{s) for 175
MWa New Renewables. .

. 88 #2. Issue RFP{s} for up to 415 MW of Dispaichable Capacity and 400 MW of
Flexible Capacity Resources for 2021 Capacity Need '
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Overview

PGE's Action Plan seeks fo issue an RFP dispatchable capacily betwean 240 to 415 Mwy.%%#
PGE's 2021 capacity need was revised down in April 2017 from 819 MW to 561 MW due fc
securing the capacity contribution of the recently signed Wells hydreelectric project contract and

other factors.®

 The proposed RFP for dispatchable capactty is PGE'’s primary supply side action. If is designed
to fill the Company’s 2021 cagacity need and to meeat a portion of PGE's flexible capacity
requirements. @ PGE's annuai flexible capacily need was nof revised downward by the re-
signing of the Wells hydroelectric project. PGE claims its overail flexible capacity remains at
approxdmately 400 MW because i must be able fo accommodate the increase in pensiration of
variable energy resources in the future.”

Pursuani o IRP Guideline 13 (regtirements for Resourse Acquisition), PGE identified a general,
all source RFP (All Source RFP) as the acquisition strategy o secure their dispatchable
capacify resource.”2 % Specifically, PGE proposes fo:

. .. fssue an RFP to procure the renewable and capacity resource attributes
identifiad irt the IRF Action Plan by speciying the eleclric and environmental

. characteristics described in the IRF. There are a number of lechnologias with
suich affributes that would be eligible fo submif proposals fo meet PGE’s need.
The Commission and stakeholders would, consistent with the Cormmission’s RFP
Guidelines, review the RFF design in the REF docket. PGE beligves this
approach is consistent with the IRF/RFF structure adopled by the
Comimission in #s IRP and RFP Gujidelines.”™

Notably divergent from past practice, PGE will select those least-cost, leasirisk resources that
most closely match the performance and environmental charaderistics of what was modeled as
a capacity resource in the IRP, but not based on any specific resource pet se as is the

customary practice.”™

Parties’ Positions :
There were many comments on PGE’s All Source RFP action item {o mest its capacity need.
Most parties’ comments could be generalized into four categories:

- PGE did not properly consider shori- to medium-term rescurces;
- The IRP is not specific enough about the parficular resource needed;

§7 PGE JRP Final Reply Comments af 28

58 Far & full definftion of dispatchable resources, pleass see PGE 2018 IRF af 146.

89 See descripfion and Figure 1, at 7 and 8; source: PGE Update to 3/31/17 Reply Commenis.
T0PGE 2016 IRP at 343,

71 PGE 2016 IRP at 171 and 344

2 07-002, Guideline 13.a at 22.

78 See LC 68 PGE Reply Comments at 13, for 2 concise description of the RFP sirategy

74 See LC 66 PGE Reply Comments at 8.

- ™ See LC 66 PGE Reply Comments at @ March 31, 2017,
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- Decisions by PGE in is analysis partially drive the 2021 capacity need;

- The above deficiencies in analysis can be remedied by sequencing events prior fo the
proposed RFP.

Staff finds that PGE’s analysis demonstrated some mid-term capacify need. What PGE does
not do is specify g portfolio of least-cost, lowest-risk resource(s) to mest iis 2021 capacity need.
By using proxy resourcas and genefic capeacity, only certain characieristics of the potential
portfalio of rescurces were idantified by PGE in the 2015 IRP.

Severaf perties, including Sierra Club, CUB, and ICNU, expressed concern that the IRF only
identified the desired performance and environmental characteristics of a capacity resource,
rather than z spedific rescurce #salf, therefore, the IRF did not comply with Cormmission
guidelines, Specifically Sierra Club stated:

Insiead of selecting & specific sef of resources fo acquire, PGE claims that i wilf
procure an unspecified mix of rescurces with the goaf of achieving renewable
porifolio standard (RPS) compliance and resource adaguacy. This fack of
specificity is simply not accepitable in a long-ferm planning cass. PGE Is
obligated to produce an IRP that evaluates "all known resources” and fests
*arious operating characteristics, resource fypes, fuels and scurces, fand]
fechnologies.” In this IRP, however, PGE has merely geslured af evaluating
actual resources with realistic costs and performance dafa.”

As summarized below, several parties also sfated that the IRP did not properly consider short-
to medium-term resources. They noted that shori- to medium-ferm contracis provided optionality
in the face of fremendous unceriainty in the energy market and could help PGE aveid
committing of ratepayer dollars fo irreversible, long-term resource decisions that very well may
not be the least cost paih in only a few years, and Is certainly not the least risk path today.

NIPPC
NIPPC said that the IRP failed fo provide sufficient information regarding the costs, benefiis,
and risks assodigted with different types of capacity resources.

CUB

CUB believes that PGE should first issue an RFP for sherter term resources prior to issuing an
RFP for a 30-year resource, specifically proposing that Commission acknowledgement of an
RFP for a long-term resource shouid Include a reguirement that the Company first issue an RFP
for resource commitments between 2 and 15 years in length.

ICNU :

ICNU agrees that the Company is likely to have a capacity need in 2021 but that the amount of
the need is highly depehdent on market access which, in [CNU's and other Parties’ opinfons,
has not been adequately addressed. ICNU recommends the Commission deciine fo

& See Sierra Club, Inifisl Comments af 3
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acknowledge the RFP for capacity until the Company can demonstrate (2) the extent to which i
can rely on the market to meet its remaining capacity nseds and (b} that the remaining capacity
need must be met with dispatchable capacity as opposed fo other sources of capaciy.

Sierra Club
Sierra Club fakes the positon that PGE should explore shorter term commiiments to fulfill any

near-term capacity need given that the 2021 capacity need originally proposed by PGE has
already decreased since the IRP was first filed. This measured approach would preserve
optionality over the long ferm, as opposed to commiiting our energy futurs to significant long
tarm resources.

Natiopal Grid

Natichal Grid said that short- and medium-term market purchases can serve as an effective
bridge to an environmentally-friendly Jong-term solution, and that it believes that closed loop
pumped storage has the ability to meet ali of PGE’s system needs for flexibifify.

NWEC

NWEC recommended that the Commission cond;tfon acknowledgement on a precise
sequencing of procurement actions starting with bitateral negotiations of hydro, then an RFP for
up fo 300 MWa of renewables, and then an RFP for demand side resources. After thess thres
actions are completed, the analysis of system capacity need should then be refreshed with 2l

naw system assumptions.

RNW
RNW supporis the approach of PGE first pursuing bilateral hydro contracts, and then issuing a

renewable resource RFP with (1) hydro bilateral confracts, and then {2) thermal bilateral
contracts in order to meet PGE’s remalning capacily needs.

PGE's Posilion

PGE plans to address fis 2021 capacity need through an All Source RFP. Rather than select a
specific resource, the All Source RFP will instead state the performance and environmental
characteristics any potential resources must meet to be selected. PGE found that given “the
stmilarity of the results across portfolios... it is not appropriate to constrain the fypes or quantiies
of future rescurce procurement to the exact resources modeled in the preferred partfelio.”””

Many parfles expressed concerns about this approach and that the IRP is not specific enough in
identifying the type of resource to be selected in the RFP, PGE expiains that as long as the
resources acquired through the RFP has the performance atlributes identified in their preferred
portfolio, Efficient Capacity 2021, than PGE is following the tenants of Least-Cost planning.”
PGE stands behind its posifion that i designed the 20186 Action Plan to be flexible in rescurce

procurement:

T PGE IRP at 344.
78 PGE Reply Comments at 7.
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The Action Plan mainfains flexibiity in the fypes of technologies that can be
acquired under an RFP, but provides specificily as to the eleciric and
environmental aliribites that will be sought in an RFF. PGE has not prejudged
the technclogies that might be acquired under the RFP, but has provided
guidance in the Acfion Plan as {o the nature of the resource need and the elsctric
and environmental characteristics that are necessary o meet the need.™

And further,

The IRP Guidelines require only the identification of an action plan with rescurce
activities that the uiility infends fo fake over the next fwo o four years and a proposed
acquisition strategy for each resource in its action pian. PGE has gone beyond the
reguirements of the Guidelines by providing additional speciiicity about the resources i
will segk in the RFP%

As to the recommendation by pariies to consider short- to medium-term resources, PGE states
that it attempted to model and include such resources 1o the exient possible. However, the
challenges related to cosi struciure, duration and other terms made modeiling too difficult.*
Further, PGE characterized the use of shorierthan-life resources for evaluationinthe IRP in a
genetic manner to be speculative and inappropriate, and was reflective of the “free rider”
thinking that lead to the Western energy crisis of 2000 ¥ 32

To address claims by the parties that cerfain changes made In this IRP, such as
madelling limifed or zero access to the market during the peak or adopiing a new
planning reserve margin methodolegy, increased PGE's capacily needs, PGE asseris
that all of these changes were done to improve the planning for least-cost, least risk

" resources and reliability done through the IRP. For example, PGE explains that
switching to a new methodology for determining planning reserves margins was
hecessary given concerns raised by stakeholders in 2013 sbout assessing the capaciy
contribution of higher jevel of variable resources.®

Finalty, PGE expressed concem regarding several parties' recommendation as to the

sequencing and completion of specific events prior to issuing an All Source RFP. However, in
June, PGE stated that it would atternpt meet its 2021 capacity needs by acquiring resources
through bilateral negotiations and, if needed, an RFP process, while mamizaining a prudent
exposure to the spot market.® Neveriheless, because PGE is unsure of the oufcome and fiming -
of the bilateral negotiations and any other RFP {e.g., NWEC's renewable RFP for capagity),

PGE also states that it wanis 1o file the All Source RFP right away. That way if the Company is

78 PGE Reply Comments at 8

8 DGE Final Reply Comments at 34
¥ PGE Reply Comments at 76.

82 PGE Reply Commentis at 78-78
% PGE Final Reply Comments at 26
¥ PGE Reply Comments at 41

8 PGE Final Reply Comments af 28
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not able to oblain sufficient capacity through the bilateral negoiiations in order fo mest
customer’s capacity needs in 2021 i can already have the All Source RFP underway.®

Staff's Pasition and Recommendalions

o PGE has a capacily need in 2021 that will likely require additional generation;
however, Staff recommends that addfifonal actions must be faken prior to issuance
of an Alf Source RFP

Despite concemns raised by siakeholders regarding the methodology behind PGE’s 2021
capacity need, Siaff acknowledges that PGE, in all likefhood, has a capacify need of upwards of
560 MWW, PGE has been clear that if bilaferal negotiations result in additional dispatchable
capacity, PGE will reduce thelr remaining, annual, dispatchable capacity need and will update
the Commission in a report.¥ To this end Staff appreciates how PGE prioritized its resourcs
acquisition approach in its June cormiments.®

Staff notes that there could be another event that further impacts PGE’s capacily need.
According fo filings in UM 1854, PGE now has over 417 MWV of solar power now in queue from
proposed PURPA qualified facilities (QF). [ffully implemented, these projects would represent a-
near-term doubling of the coniracted QF solar power currenily in PGE's portfolio.*® The exact
impact on PGE's remaining capacity needs from these projects cannot be determined at this
time. Staff understands that they will likely reduce PGE’s overall capacity need. Staff notes that
PGE has motionad the Commission for Inferim relief from confraciing with many of these new,
proposed Solar QF projects.®

o Staff finds that PGE's approach in nof naming a specific resource does not meet the
minimum requiremerits set forih in the IRP guidelines.

Staff finds that PGE’s approach of nat specifying a resource—but rather a set of
characteristics—might mest the technical wording of the IRP Guidelines 4.e., 4.h, 4.1 and 4.1,
but this approach improperly shifts portfolio development frem the IRP process o the RFP
process. Siaff finds PGE’s assurance that the RFP will support a bread range cf resources and
be "designed so that the portfolio effects between Incremental resources can be determined,” to
he froubling as PGE could not produce this analysis in ihe IRP modeling precess, except for
farge resources like naiural gas plants.” Moreover, such an approach ultimately denies the
Commissian the ability to determine ¥ an RFP-procured porifolio of resources presented the
best combination of cost and risk to ratepayers because the Preferred Porifalio that was
selected in the IRP process has no specified resources to procure in the RFP. The first major
step in resource planning is skippad n this scenario. In effect, acknowledgment of such a broad

8 PGE Final Reply Commenis 2t 28.
2: PGE Final Reply Comments at 27,
id
8 See UM 1854, PGE's Motion for Protective Order, 7113/17.
%0 See UM 1854, PGE seeks to changs the PURPA standard pricing eligibility cap for solar QFs and {o lower the
standard price for solar QFs.
¥ PGE [RP at 344.
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range of resource cholces becomes rather meaningless, as any set of acquired resources might
qualify as least costfieast risk for ratemaking purposes without any assurance that that set
meets the standard.

Furiher, the Commission has expressed that the guidelines “incorporate what we minimally
expect from an IRP. .We urge the uiilities to provide more, rather than less information.”™? From
Staff's perspective, the IRP’s suggested approach o the All Source RFP presents less, rather
than more, informaticn.

o The IRF’s All Source RFP rests on three key assumplions thaf do nof hold water
under examination.

Staff finds the following implicit assumptions must be corect in order for the All Source RFP to
restll In a porifolio of resources that best balances costs and risks:

= The IRP considerad all known resources;

= A large, representative sample of the available resources in the region will compete In
the RFP; and ' '

» PGE has the tools and information to properiy assess and compare different resources.

These assumptions have not been met given the analysis and tools presented by PGE. The
IRP Guidelines direct utiliies to consider all known resources for meeting need.®® &taff
recognizes that PGE was relatively thorough in much of its' IRP analysis and in response ic
somments, but all known resources were not considered in the IRP analysis based on the
folowing.

First, the breadth and depih of parties wiling fo engage in bilateral hegotiations with PGE for
both hydro and thermal resources Indicates thaf the IRP did not sufficiently explors these
existing resources {i.e., the market) during portfolio development

Second, PGE maintains that i has an incomplete picture of the markef. To address this; PGE
plans to launch a full study of the market affer the All Source RFP is issued and complefed.
Staff and other staksholders continue to find this timing backward.® An RFP will not provide a
complete picture of the markeiplace, but only insights into the services, costs, terms and
conditions associated with those resources that choose fo participate in the RFP. By way of
exampie, data not found in this IRP or revealed explicitly in an RFP but that can be found in a
comprehensive market siudy that would materially impact the consideration of resources
includes:

x  The depth and costs of resources, especially during peak hours at COB and Mid-C;

214 P12
%8 Order No. 07-002, p. 2.
54 CUR Opening Comments af 7.
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= The impact of surplus renewakle energy from California and how to best plan and
operale resources around it
Regional utility resource and energy surplus/deficiencies in a given vear;
Reserve requirements and best balancing intermitient resources within the CAISO EIM.

Therefore, parforming the market study, for a need arising in 2021, prior to issuing an All Source
RPF makss practical sense.

Third, multiple parties stated that the IRP does not adequately consider the use of short- or
medium-term coniracts io meet the Company’s needs. Staff suggested that PGE provide a
portfolio-like analysis of at least ohe such strategy. Further, at the February 2017 IRFP
woerkshop, each of the Commissioners asked questions about the lack of shori- fo medium-derm

resources in the IRP analysis.

In short, PGE stated that it could not fully consider resources of various duration in the [RP and
that it would be more appropriate to do so in the RFP.% This position direcily contradicts a
finding from the Commission in Order No. 07-002 when it adopted the IRP guidelines:

The Coalltion responds that the duration of a rescurce is important during IRP
evaluation, as resources with shorter lead times and fenure provide optionality . .
. Staff Agrees and nofes the bensfits of markef purchasss demonstrated in
PacificCorp’s last IRP . . . We conclude that the lead-time and duration of a
resource is Imporiant and should be examined during the IRF process, Such
analysis wilf help the utility fo determine the value of maintaining flexibility versus
committing fo fong-ferm resources.”

PGE admitiedly experienced difficulty analyzing and comparing resources of various duration in
the 2016 IRP. Thus, PGE limited the modelling of resourca duration in the IRP to between

25 and 35 years.”” Conseguently, the IRP could not have propetly assessed short- to medium-
duration contracts because they are less than PGE’s modeled durations between 25 and 35
years, Unforfunately, PGE provides little discussion of the comparative risks between resources

of various duration.

PGE’s lack of consideration of shori- to medium-term resources throughout the IRP process,
sspecially given the number of comments and the value placed on considering these assets in
tha IRP guidelines, confiicts with the conclusion that PGE considered all known resources in
their analysis.

o An All Source RFF for capacity based on this IRP favors acquisifion of new, long-
duration, thermal resources which fias the consequence of committing ratepayer doflars
fo a 30 year resource.

% PGE Reply Comments at 72,
% Order No. D7-002 at 4,
F PGE IRP at 212,
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PGE lists several generation tachnologies eligible to bid into its planned capacity RFP.%®
Eiigible, dispatchable generation, ltke biomass, energy storage, and geothermal, are not
competitive accarding fo the IRP.*® The conly dispatchable generation technology that could
hypothetically compete with natural gas on cost is hydro generation. However, as PGE pointed
out in both 2014 and in 2017, hydro resources will not bid inte an RFP.® Thus, while PGE
asserts that its proposed All Scurce RFF would be open to all eligible resources, in reality, the
All Source RFP process would anly surface natural gas generation as a possibly cornpetitive
resource,

Further, PGE doas not know exacily when the bilateral negotiations for hydro and thermal
resources will be completed, " There is a likelfhood that the RFP would close prior to
resolufion of the bilateral negations.

Based on the concerns regarding PGE's analysis discussed above, new, long-duration
dispatchable generation resources have an Implicit advantage given (1) the approach and
avajlable {fools used to create the IRF and (2) the ease with which daia on long-duraiion,
dispatchable generation resources i inio PGE's IRP approach and fnols. To remedy this
deficiency, Staff maintains that any acquistiion of capacity should first consider short- to
medium- {erm resources.

In sum, without a diferent procurement approach to determine the availability, costs, and risks
of hydrc resources and a different set of fools and/or analysis for resources of short- fo medium-
duraiion, PGE will be unable to explain how selected resources appropriately balance cost and
sk relative fo other resources. {Sese requiremenis of Guideline 1.c).

Further, it is reasonable o expect that the All Source capacity RFF process will result in
procurement of a hew, long-duration, natural gas facility if other actions are not taken prior fo
this preposed RFP. | Staff was confident that the information necessary to determine wheather
a new, long-duraticn, natural gas facility was actually least-cosi/least-risk relative to the known
alternatives available it would not be opposed to such a facility. However, such information is
not currenily available in the IRP.

o The Commission's IRP guideiines vaiue maintaining flexibiy relalive fo commitiing fo
fong-term resources.

As stated previously, the IRP structure and the past practices of the Gommission work together
to place a premium on “Just-in-time” decision making. This practice serves ratepayers well in
that it defers large, resource and capital intensive decisions untit they are necessary to provide
electricify service to customers.’™? The concept of optionality implies that all available and

%% PGE Reply Comments at 9.

5 PGE IRP at 212, 313, 752.

106 PEE Reply Commenis at 12,

01 PGE Final Reply Gomraents at 20.
2 Order No, §7-002 af 4
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relevant options are known and compared against each ofher prior fo a resource acquisition
decision. 1%

While PGE admittedly has a capacity need in 2021, the analysis and chosen resource
procurement pathway serves to limit the opfions available for evaluation and comparison.
Maving from the current IRP 1o an All Source RFP without intermediate actions effectively
deprives the Commission of the information necessary, and confidence in the undetlying
analysis, to assess the reasonableness of the resources selected for PGE's preferred porticlio.
Parties to this docket confinue to point to the high degree of uncertainty in regional markets and
rapid technolegical developmentis as reasons for why, at this point in iime, PGE should censider
commitments that are shorter than the life of a long-term resource.

Throughout the process, PGE has also stated that the benefits of term-limiled contracts are
“dependent on speculation” and are not “riskless.”% Specifically that the parties’ arguments in
favor of shorter-erm confracts “rely on speculation that fulure resource cost and risk
characteristics will be favorable relative to resources available today.”"" This argument is the
sonverse of the premise PGE relies on—ihai foday’s resaurces have cost and risk
characteristics lower than the resources available in the future. However, the important
difference between the two is that PGE’s speculation results in committing ratepayer dollars fo a
resource lasting 30 years for a need that is still four years out and could be filled by alternative
less cost and less risk eplions that have still not been fully explored. Staff's approach is
consistent with the Commission’s direciive to protect ratepayers and ensure that reliable
electricity service is provided to them at least cost and least risk.

o Staffs suggested sequence of events prior fo issuing an AlFSource REP compensates
for deficiencies in the 2016 IRP and PGF's decision to uiilize an RFP for selecting LC/LR

resoturces rather than the IRP fself.

PGE has stated that the data on the costs and characteristics of new, natural gas generation
facilities Is robust and well established.'® Conducting ongoing, least cost, least risk
comparisons of the data PGE receives as it moves through the bilateral negofiafions, market
study and the RFP for shori- to medium- term dispatchable resources to what is known about
the naw resources like the GE 7F.05 simple cycle combustion turbine is not difficuit to
accomplish and more importantly, affords PGE the abilily to make a reasonable determination
as to resource selection prior to issuance of an All Source RFP.

103 id.
104 PGE Fing) Comments at 31.
195 PGE Final Gomments at 31.
198 Soures,
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S8 #2, Issue RFP(s) Tor up to 415 MW of Dispatchable Capacity and 400 MW of Flexible
Capacity Resources Recommendation

Staff recommends that the Commission acknowledge PGE's 2021 capacity nead of up fo
S81MW, but decline to acknowledge the issuance of an All Socurce RFP to fill the rernaining
capacily need untll the following actions have been completed in the order listed below:

1. Complete bilateral hegoiiations and report to Commission.

2. Complete markei study.

3. Re-run medels and develop new preferred portfolio using data from bilateral coniracts,
market study and any other analyses.

4. lssue an REP for specific short- fo medium-term resources.

S5 #3. Standby Resources Action ltem

Overview
PGE proposes to acquire 16 MW Dispatchable Standby Generation (DSG). “PGE will pursue
expansicn of Dispatchable Standby Generaiion (DSG) by 16 MW fo meet standby capacity
nesds {non-spin). PGE will also pursue actions {such as customer site development and
contract negotiations) to achieve additional annual standby targets, if needed beyond 2020.7197

Farties’ Positicn
No patfies oppose PGE’s Standby Resources Action Item.

PGE Position

PGE’s DSG program partners with commercial and indushial customers with 2 nead for
emergency, standby generation greater than 250kW. Typically, these are diesel generator
resources. DSG rescurces are used to help meet non-spinning resetve reguirements; PGE
identifies a benefit from the fact that generators are located throughout PGE’s service territory
and that they reduce risks associated with transmission and fuel supply.*®®

. Staff Position and Recommendation
Staff recognizes the value of the Company’s DSG program and encourages PGE fo mainiain
this program as a pari of its resocurce strategy.

197 See PGE |RP at 344,
108 Spe PGE IRP at {94,
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Supply Side Action 88 #3, Standby Resources Recommendation

Staff recommends that the Cammission acknowledge PGE’s Supply Side Action Hem fo obtain
a 16 MWV expansion of DSG.

INTEGRATION ACTIONS

IA #1. Energy Storage

Overview
Pursuant to House Bill 2183, and nat later than January 1, 2018 PGE will submit one or more

proposals to the Gommission for developing a project that includes one or more energy storage
systems that have the capacity fo store at least 5 MVWH of energy.

Partias’ Positions

MNational Grid commentad that it was concerned that PGE was no lohger pursuing an energy
storage benchmark resource. CUB commented that PGE was not aggressively pursuing energy
storage beyond what is required in HB 2193 nor forecasting its broader adoption in the IRP,
despite a nurnber of system peaking and operational benefits.'®

PGE’s Position .

PGE stafes that it has not made a determination to remove energy storage from any potential
RFP but has chosen not fo submit energy storage bid for a "sife spedific, self-build opiion.™ PGE
also states in the IRP and in its reply commerits that it put substantial effort into modeling
energy storage resources as a resourca in its |RP portfolios. PGE stated that successfully
integrating storage into the IRP portfolios and models represented a large technical hurdle and
opted not fo do so in this {RP. PGE Is also developing an evaluation framewark for energy
storage procurement decisions and identifying analytic nesds for future resource decisions.

Staff Position and Recommendation

Under UM 1751 the Commission addressed PGE’s compliance with HB 2193's mandate for a
minimum amount of energy storage in place by January 1, 2020.'% Staif notes that PGE's
difficulty in modeling energy storage for this IRP is problematic such that PGE was unable to
utilize them as resources when developing porifolios fo model in the IRP.

We appreciate PGE’s commitment to coniinue engaging stakeholders on this issue of modeling
and valuing energy storage applications from both its own planning sxercises and those by
other utilities. Forthe next IRP, Siaff recommends that the Commission direct PGE to
incorporate storage as resource options within IRP modeling, including distribution level storage
opperiunities. The utilities recently submitted draft system evaluations in the Commission’s
current storage dockets. These evaluations show greatfer value can be exiracted from a storage
resource when it cah serve the most use cases. Often this means sifing the resources onthe

188 See GUR Opaning Comments, January 24, 2017, pgs. 2 ~10.
0 See UM 17571, Order No. 17-118, Issued March 22, 2017,
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distribution system. This should not howsver negaie the responsibiliiy of the IRP team from
also considering supply side storage such as pumped hydro. Stalf recognizes thai as currently
constructed PGE's IRP model may not be able to incorporate storage as g resource because
too offen a storage resource’s vapacity is foo small fo reach the modeling threshold. However,
short comings in medeling should not be an excuse o not thoroughly consider a new promising
resource, PGE's drafi system evaluation presents a promising pathway to mode! the value of
energy storage resources. As this approach become more refined and the uliily has greater
confidence in its accuracy we suspect the uiifity and iis modeling will view storage as more
valuable therefore a more viable investment. Staff foresees an update to this pofential
evaluation siudy as being a key source for medeling assumptions for energy storage in the nexd
IRP. :

A #1. Energy Sforage Recommendation

Staff recommends that the Commission acknowledge the ensrgy storage'action itery of
acquiring energy storage to meet HB 2193’s 2020 mandate and direct PGE to incorporate
energy storage as resource options within the next iRP.

ENABLING STUDIES
ES #1. Enabling Studies to inform next IRP
Overview .
PGE proposed the following enabling studies te inform the next IRP:
= Treatment of Market Capacity
= Flexible Capacity and Curtaiiment Metrics
*  Customer Insights

PGE alsc noted in their reply comments issues they would be studying with stakeholders or
launching a study of.

= De-carbonization

= Accessing resources from Montana

= Load forecasting improvements

»  Siudy risks associated with Direct Access
Partfes’ Position

[k addifion to the studies identified above, ODCE requested that PGE launch two additional
studies. First, PGE should launch a study to evaluate the costs and benefits of joining the
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Wesiermn ISO. ODCE also requested that PGE [aunch a study to evaluste the location-specific
bensefits to PGE’s frahsmission and disiribution system through the strategic deployment of
distributed energy resources. NWEC saw the nead for a comprehensive market study.
Otherwise, there were no other party commenis on this fopic.

PGE’s Position . ,
PGE did not say they were opposed to any of the studies suggested above. They did caution
that a market study would be inferior to an RFF and that it should take place after the RFP is

complete. !

Staff Position and Recarmmendation _

All of the proposed studies, and those recommended by Staff, support PGE in developing a
stronger IRP. Staff appreciates ODOE's suggested studies as they are timely and could impact
important near-term decisions by PGE. Staff believes that ODOFE's reference io the VWestern

IS0 is meant to refer io CAISO.

ES #1. Enabling Studies Recommendation

Staff recommends thal the Commission acknowledge PGE conducting alt of the studies
proposed by PGE, ODOE and Staff.

GENERAL IRP RECOMMENDATIONS

G #1, Load Forecast

Overview

PGE forecasts that about 80 MW of its 2021 capacity need is due to growth: in load between
2017 and 2021. PGE forecasis that its load will grow faster after 2021, when PGE forecasts
load growth of 1.2 percent per year from 2022 to 2050. Broken out by secior, PGE forecasis
long-term growth of 0.8 parcent per year for residential loads, 0.9 percent per year for
commercial loads, and 2.6 percent per year for industrial [cads, PGE also considers a “high
growth” scenario of 1.7 percent annual growth and a "low growth” scenario of 0.8 percent
annual growth. In s Reply Comments, PGE revised its capacity need down by 71 MW due fo
reductions in its load forecast made after filing the IRP.

11t PGE's Final Reply Comments at 32,
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Pariias’ Position

ICNU

ICNU points out that ecohomic forecasts for Oregen have decelerated from the forecasts used
by PGE in developing its IRP and ICNU recommended that PGE update is forecast fo include
current Cregon Office of Economic Analysis (OEA) data.

cus

CUR nctes that PGE does not include explicit adjusiments to historicai loads to account for
community solat, customer-sited solar, or the potential for acceleration in adoption rates of
custormer-sited solat.

PGE's Position

PGE justifies ¥s load forecast methodology and outcornes based on the use of estimated
“historical” relationships between economic variables and energy deliveries that PGE siates are
*structural” and “fundamental.”*? PGE aisc defends its methods based on a review of its
methodology by a third-party consuliant, and based en economic and populafion forecasts for
Cregon, PGE stales that Portland “is a relafively unigue area for economic growth compared {o
the rest of the US*IT®

PGE states that the revised OEA daia shows “oniy minor changes io the trajectory of economic
inputs.”'* PGE states that frends in customer-sited solar are already embedded in historical
load data. '

Siaff Posiiion and Recommendation

PGE's current load forecast should not serve as the basis for long-ferm investments in new
generating resources. ’

Staff has a variely of concerns with PGE's load forecast and has stated so consistently
throughout the IRP process. Staff is primarily concerned that PGE has not given sufficlent
consideration in this IRP fo the possibility that load may not malerialize as PGE forecaste. PGE
presents “high” and "low” growth cases that are derived from an ad-hoc method that lacks
statistical justification, as opposed to using sither a formal statistical method or a set of
assumed circumstances that comprise each scenario. Staff suggested that PGE construct a

95 percent confidence interval for ifs forecast. PGE did hot provide prohabilities for its high/low
cases, nor did PGE provide a probability associaled with its expeciation that ifs load will fall
within these “jaws.” Staif noted that, since the release of PGE’s forecast in its 2013 IRP, PGE’s
monthly energy deliveries have fallen outside of its forecast jaws more often than net.

12 BGE Reply Cominents at 30-31.
V2 PGE Final Comments af 35,
"3 PGE Reply Comments at 32.
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Staff fllusirated its concerns with PGE’s approach using regional comparisons and noted that
the growth that PGE forecasts greatiy exceeds the growth expscted by the other Pacific
Northwest utidities who serve larger urhan areas (L.e., Puget Sound Energy and Seatile City
Light). PGE's "low" growth case is higher than even the mid-range forecasts for both of these
utilifies. PGE siates that these ulilifies are not reasonable comparisons for PGE becatise the
industrial growth in PGE’s service termifory is not likely fo be similar o the industrial growth in
Seaftle City Light’s or PSE's territory. Staff remains very uncertain about PGE's industrial
growth and growth rate overall and finds the distinction posed by PGE misses the larger point
that Staff is concerned that PGE presents ifs load growing so much while nearly all ofher utilities
"in the region are not experiencing the same level of growth.

Staff also expressed consams abouf increasing evidence that economic growth no tonger
translates intc growth in electricity demand the way it has in the past. PGE does not consider
this issue in this IRP, and instead maintains that its models include variables representing
“undamental drivers of growth in PGE’s service terrifory.” However, the [RP did not consider
whether the relationships between the assumed "fundamental” drivers and load has changed
over time, despite clear evidence that it has, PGE's long-tetm forecast takes these
*fundamental” relationships as a given: and usses the assumpiions that the relaticnship between
economic growth and load is linear, consiant, and will be the same in the future as it was in the
1980s and 1990s. PGE did not explain these assumptions in its IRP. Staff is concemed thai
this does not satisfy IRP Guideline 4.b's requirement to explain major assumptions in the load
forecast. Staff suggested that PGE consider model specifications o examine this issue by de-
trending certain variables further. Contrary to PGE's stance that Siaff has not made exprass
recommendations for modef specifications, Staff specifically suggested de-trending GDP,
energy defiveries, and any other variables exhibiting ime {rends.™®

Staff's concemns are not alleviated by PGE's statement that its methods are “consistent with
industry siandards.”""® It is well known that utilifies have incentives for over-building and thus
over-forecasting, and the indusiry in general has a history of overforecasiing eleciric loads.
Staff notes that this is a separate issue from its cancerns with PGE's *high® and "low” growth

SCENAaros.

Finally, Staff is concerned that the shortcemings in PGE’s load forecast have caused problems
int other parts of the IRP. This is because PGE’s portfolios are construcied based on
assumptions that precluds the possibility that PGE may experience growth that does not
accelerate as PGE predicts, but instead remains closer to the growth rates recently experienced
by PGE and anticipated by Seattle City Light and PSE.

18 PGE Final Comments, page 37.
116 PGE Final Comments, page 35.

APPENDIX B
Page 42 of 59




ORDER NO.

17 386

Lces
July 27, 2017
Page 43

General Recommendation 1 —~ Load Foregast Recommendation
Staff recommends that the Commission direct PGE to:

Develop probabilistic load forecasts.

x  Conduct ongoing warkshops with interested stakeholders fo continually improve PGE’s
forecasts.

*  Conduct cut-of-sample testing and select models based on these results.

* Include a technical appendix in fufure IRPs that describes foracast methodology and
confains a bullefed list of the forecast modeling assumptions (and explanations) and the
model specifications (equations).

These suggestions are consistent with the findings in the 2015 study of utility load forecastmc
commissioned by NARUC,1Y7

G #2. Portfolio Ranking & Scoring Meirics

Overview

PGE deveioped 21 portfolios and ranked ten of them in its IRP portfolic rankings using a
weighted system of scoring metiics. The mesttics include one cost metric (weighted at

50 parceni) and three other scoring metrics intended 1o reveal the risk associated with each
portiolio (each weighted at 16.7 percent). PGE's preferred pertfolio ks “Efficient Gapacity 2021°
though the top four portfolios ranked very similarly.

Parties’ Position

Sierra Club :

Sierra Club stated that PGE s portfolio methodology is “unorthodox” and that PGE’s scoring
metrics are “deeply flawed.""*® Sierra Club also stated that it Is not common practice for a uility
fo treat 3 proxy resource a3 an aclionable resource option. Sierra Club recornmends that PGE
“conduct capacity expansion modeling of its system in order to optimize resource selection
rather than rely on pre-determined portiolios.”

NIPPC

NIPPC stated that PGE “failed to adeguately evaluate how different flexible resource opltions
meet ifs capacity need” and that therefore the IRP does not provide a “proper foundation for
subsequent RFPs. "% NIPPC also stated that "gas-fired gensration, biomass-fired generation,

M7 Hong, T. and Shahidehpour, M. (2015) "Load Forecasting Case Study” Eastern Interconnection States’ Plarming
Coundll and the Nationat Association of Regulatory Utility Commissionera.

12 Siarra Club, Final Comments, page 5.

"2 NIPPC Final Comments at 5.
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or pumped storage should be consadered as preferred opticns™? to meet PGE's generic
capacity requirements,

iCNU
ICNU stated that PGE’s portfolios do not sufficiently consider the use of market transactions.

NWEGC
NWEC siated that the top portfolios are too closely ranked for PGE to select a single preferred

portfolio, that PGE's portfolio rankings inappropriately excluded certain portfolios, and that the
IRP favors "natural gas resources by underrepresanting other resource opfions.™?t

RNW
RNW stated that PGE "did not satisfactorily address stakeholder concerns regarding porifolio
scoring™? and that PGE’s “risk scoring metrics Jead to an inaccurate selection of the preferred

portfolic,” %3
PGE's Position

PGE stated that the porifolios it considered in its rankings represent a "wide range” of opfions
and that its use of proxy resources for evaiuating portfolios is “consistent with commeon industry
practice.”™® PGE presented a sensitivity analysis of its scoring system in its Reply Commentis
which does not reveal major changes in the ranking ouicomes, [sading PGE {o state that “the
conclusions made in the IRP are robust {o the scoring recommendations mads by parfies.”®
PGE alsc stated that the “economic value of shorter-than-ife” resource options "sannet he
evaiuated in a generic way within an IRP” because they are “highly sensitive to contract pricing
and ferrms, "%

Staff Position and Recommendafion

PGE'’s porffolio ranking is ambiguous, likely because PGE's scoring metrics are flawed.

Muttiple parties, including Sierra Club, NWEC, and RNW, have expressad concerns with the
scoring metrics that PGE used o rank its portfolios. Siaif agrees with these parties that the
Durability metric in parficular is unnecessary, lacks clear quantifative meaning, and unduly
influences the portfolio rankings. Staff, along with Sierra Club and NWEC, recommended
removing the Durability metric. Likewise, Sierra Club and RNW nhoied that removal of the
Durahility metric changes the preferred portfolio. PGE acknowledged that the Durability metric
relies on “arbitrary definiicns” and is "nof comparable on a consistent basis with other sost and

12 NIPPC Final Comments at 4.

12t NWEC Finzal Comments at 2.

122 RNW Final Comments af 1.

23 RNW Final Comments at 4.

124 PGE Reply Comments at 73 and 86.
125 PGE Reply Comments at 100.

128 PGE Reply Comments at 75.
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risk ealculations.”? However, PGE maintains that the Durablity metric provides “insight” that is
“not capfured by cther risk metrics,”?® Siaif stated that there are alternative ways o capture this
informafion that would be more accepiable than the Durability metric.'#®

Staff shares concerns expressed by NWEC, RNW, and Sierra Club that small changes In
assumptions or scering weights change the rankings of the top four porifolios. Staif and Sierra

~ Club also noted the metrics are vulnerable to distortionary effects. PGE acknowledged that
these distortionary effects impact the relative performance of portfolios.*® However, PGE
conducted sensitivity analysis of ifs porifolio rankings and states that, in confrast to observations
made by other parties, the selection ¢f the preferred porfiotio is nof influahced by the concerns
raised by these pariies.

Staff and Sierra Club also expressed concemns that PGE’s projected load levels do not influence
the portfclic rankings, which indicates problams with portiolio construction, the ranking sysiern,
the load scenarios, or some combination of the three. Siaff also nofes that because the high/low
load cases have no influence on portfolic selection, these cases are essentially meaningless for
the entire [RP procass.

Geneéral Recommendafion G #2. Porifolic Ranking & Scoring Mefrics Recommendation

Staff recommends that the Commission not acknowledge PGE's preferred portiolic and not
acknowledge PGE's portfolio ranking system. Staff also recommends that the Commission
direct PGE o hold workshops with interested parties {o develop & simple and clear set of
porifoiio scoring metrics for use In fuiure |RPs, with a focus on using only metrics that have &
clear interpretation and robust discussions on the appropriate way to incorporate shori- and
medium-term options and the relative importance of high-cost versus low-cost outcomes.

G #3. Distribution System Planninyg

Overview

Although PGE does not oifer an Action Plan item to specifically address Distribution System
Planning {DSP), the combination of PGE’s projections for dernand- and supply-side resources
that are located on PGE's distribufion system define how PGE is considering distributed energy
resources (DERs) in iong-ferm planning for #s system. Although the 2018 IRP includes
discussion of many DERSs, it falls shott of providing insight info how PGE views the disiribution
system as a resource fiself and how PGE can plan 1o use the distribulion system as a resource
to help meet tofal system nseds, and localized needs, cost effectively in the future.

&7 PGE Reply Gomments =t 102.
28 PGE Reply Comments at 102,
129 Staff Injtial Commanie af 28-30, ang Staff Final Comments o 35.
120 RGE Reply Comments at 103.
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Staff raised fwo primary concerns during the IRP process;

1. Current utifity distribution planning processes may not be transparant enough, nor
sufficiently linked to regulatory distribution planning processes and specific dockets™™ to
provide comprehensive review and engagement by the Gommission and stakeholders;
and

2. The current representation of DERs in PGE’s IRP may underrepresent the polential
contribution of DERs to the utility’s system, increasing the risk cof showing an inflated
resource need in the IRP.

To address these concers, Staff proposed requesting that a new process for disiribution
system planning be opened after consultation with stakeholders.

Parties’ Posifion

RNW provided enthusiastic support for Staff's intent to investigate, define, and poterdially
implement Distribution System Plans. RNW agress that DSPs could help maximize the value of
additional DERs due io their abifity to provide greater understanding of location values of these
resources and recommends that the Commission consider adopting DSPs in the near future. 2

PGE's Posiiion :

In both their initial and final comments, PGE was supportive of increasing efforis o align its
ptanning process and the regulafory process and suggestions fo improve assessment of DERs
in future IRPs.1*® PGE is willing to work with Staff on defining a process for distribution system
planning end agrees that a Steff requast fo open an investigation into DSP might be the

appropriate first step.'®

Staff Posfiicn and Recommendation
in its final comments, Staff identified several potentiat benefifs o undertaking some form of DSP

process 1o address the above noted arsas of concern. The benefits include:

= Creation of a comprehensive, transparent plan for distribution level investments. This
plan and the process in developing i would provide a framework for meaningful
regulatory review, connecting and streamlining disparate processes and result in
superior regulatory guidance regarding utility investment strategies. Creation of this
framework would allow the pariies to consfruct preveniative measures that sddress
concerns sturrounding data, consumer profection, and ofther complex issues that should
be addressed early on in the process to avoid complications in the future.

21 [ncludes investigations related to energy storage, Smart Grid Reports, voluniary produds, resource value of solar,
demand response, and energy efficiency among ofhers.

32 RNVY final commenis at 16,

133 PGE initial comments af 116.

3¢ PGE final comments at 43.
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r  Establishment of clear links behween ulility distribution system planning and IRP
planning would establish the distribution system iself as a ressurce option o meet bulk
sysiem needs.

= Enable intentional locational pianning for DERs, by capiuring locational valus of
resources and oplimizing use of existing resources, io reduce sysfem cosis,

Winimize the cosis and risks of uncocrdinated growth and investmeant. Comprehensive
DSP planning could help minimize risks of investing in grid improvements that may not
be compatible with other investmenis, supporting a leasi-regrets investmeant sirategy.

In sum, opening an investigation {o estahblish a process for DSP that captures these benefits is
the next logical step. Although DSF could bs an extensive undertaking with muitiple facets,
Steff has identfied specific areas of improvement related to PGE’s representation of DERS in its
IRP models thaf can be incorporated in PGE's 2018 IRP. These specific areas include:

= Explicit inkage of external distribuied genherafion penetration forecast siudy resulfs
within IRP assumptions; A
» Creation of a range of DER peneiration scenarics based on market analysis; and

= Alignment of all major assumptlions that are used to drive DER growth with those used
in'the IRP. '

advance DER forecasting and DER representation in the IRP process fo be included in the 2019

General G #3. Distribufion System Planning Recommendation

Staff recommends that the Commission direst PGE to work with Staff and other parties to

IRP. in addition, the Gommission should anticipate PGEs participation in working with Staff to
define = proposal for opening a distribution system planning process.

G #4, Transmission

Cverview s

PGE did nof consider a specific transmission Action liem in this IRP. All porifclics incorporated
transmission costs in their IRP modeiling.

Parties’ Position

Miost of the stakeholder comments on transmission were related fo the Montana wind resource.
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Slerra Club and NWEC
Slerra Club and NWEG generally felf the transmission costs for portfolios with Montana wind
would preciude PGE from choosing portfolios with a need for new transmission.

JCNU
ICNU felt that PGE was justified in defaying RPS action in the near-term fo acguire 3 Montaha

wind resource at a later date. ICNU also asserted that PGE’s fransmission capacity at COB and
Mid-C should aliow it indlude market fransactions in s porifolios 3¢

NIPPC

NIPPC asserted that the IRP failed o put forth a fransmission plan in this IRP and did not
analyze PGE converting iis BPA fransmission service to BPA’s network service. NIPPC also
felt that PGE was reserving sighificant amounts of transmission, making it difficult for

independent power praducers to sell power to PGE.

PGE’s Posifion

PGE saw no reason why a Montana wind project could not bid info an RFP for renewable
resources and thal PGE's esfimates of transmission costs for comparison purposes should have
no bearing on bid competitiveness.'® PGE did conduct an additional analysis of potential costs
for existing versus naw transmission fo address parties concerns. PGE notes that asquiring
fransmission now for Montana wind in the fuiure is highly speculative.’¥ PGE also expressed
that NIPPC's suggsstion fo converi Es BPA service {¢ Network Integrated Transmission Service
(NITS) was impractical on many levels. ™

Staff's Position and Recommendation

Staff asked for more “high-level” information on the Montana wind option and its associated
fransmission constrainisfoptions. Staff agreed with several stakeholders that transmission
opporiunities allowing access to higher capacity wind resources in Montana and Wyoming
should be explerad. Staff appreciatad the suggestion puf forth by NWEC and taken up by PGE
o convene a working group or hold a workshop on this issue before the next IRP. This
approach by PGE satisfies Staff's concerns.

With regarding to PGE converfing its current transmission service to NITS, while the concept
may have merit in the fufure, PGE’s arguments against NITS in this IRF were strong and
compelling; therefore, Sfaff recommends no further acifon on this issue at this fime,

35 3 Mullins on behalf of ICNU, Final Comments af 33,
138 pGE Reply Comments at 111.

187 pGE Reply Commenis at 113.

138 jq.
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G #5. Bilateral Confracts

Ovenview

in PGE's 2013 IRP, the Company sought to renew existing hydro contracts outside of the RFP
process, essentizlly through bilateral negotiations. ™ Staff supported the Company’s
proposal.**® By the 2016 IRP howsver, PGE had not renswed these existing hydro confracis,
and further modeled all of the hydro contracts as expiring in the IRP. PGE explained this
approach was warranted because renewal was highly speculative and made the assumption
that renawa! would preclude PGE from getting the best deal possible.**! Many parties
(discussed below), Staff, and the Commigsioners encouraged PGE to explore immediate
opportunities o acquire regional hydro capacity. !4

PGE complied with this request and found there was, “...available capacity in the region for sale
o meet the capacity need identified in PGE's Action Plan.”# By the time of filing of its reply
comments on March 31, 2017, PGE had bagun bilateral contract negofiaiions with regional
generators. The exact amounts and terms and condifions associated with each negotiation are
not known. PGE will be evaluating all bilateral resources against each other to promote the
selecfion of a least cost, least risk resource.®™ The fiming of when this will be complete is
unclear, but i will be after Siaff files this Staff Report and iikely after the Commission decision
on IRP acknowledgement.

Parfies’ Position

Many pariies encouraged PGE ic pursue bilateral negotiations o secure capacity resources. All
were focused on securing hydro generation ahead of an All Source Capacity RFP. These
parties included Staff, CUB, Slerra Club, NWEC, ODOE, and RNW. Sierra Club and CUR both
expressed some reservations about significant new capacity being exempted from the
competitive RFP process as i further ercdes transparency and accountability in the least cost,
least risk avaluation process inthe IRP. RNW produced a helpful NPVRR analysis and
subsequent procurement prioritization that included the bilateral confracts showing that
addiional hydro could effectively be modelled in 2 portfclio analysis. 1%°

. PGE's Position
In the Company's final reply comments they propose to meet customers’ capacity needs by

acquiring resources through bilateral negotiations first and then if needed through an RFP
process. If PGE is able {o successfully negotiate term shests, i will then seek approval from the

% PGE 2013 IRP af 52.

W3] C 56 Staff Acknowledgment Memo at 8.

41 PGE Reply Comments at 81.

142 Cornmissicner comments are found in audio of Commission Workshop on 2/16/2017.
142 PGE Reply Comments at 12,

¥4 PGE Final Reply Comments af 28.

45 RNW Final Comments, Bf2/17.
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Commission for waiver of the Competitive Bidding Guidefines sc that it can complets the
transactions outside of gn RFP.™®

Staff's Posifion

The bilateral negotiations are a positive developrment. Staff commends PGE for the work it has
done on this matter and for their consideration of stakeholder concerns on this maiter. From the
information provided, the bilateral resources might have the capability o meet PGE’s 2021
resource capacily need.

However, Staff notes that PGE could likely have done this work as part of its research priorto
filing the 20116 IRP. As was demonstrated by RNW, Staff suspects PGE could have constructed
several porifolios with increased hydro and/or resources of various duration with this information
in order fo present a fuller picture of available least cosi, least risk rasaurces for preferred

portfolio consideration.

I Staff's recommendation on Supply Side Action ltem #2, Staff modified acknowledgement of
the capacity acquisition fo require the completion of bilateral negotiations and other actions prior
ic PGE's proposed, All Source RFP being released. Therefore, Staff does not believe any
further action need be taken on this lssue as it is addressed by S5 #2,

'G- 6 —~ PURPA Avoided Costs

Overview
In Order No. 14-058 the Commission adjusted the methedology to caloulating avoided cosis and

the timing of avoided cost filings.
Parties’ Position

[CNU

With regards to PGE's Early RPS RFP and acquiring wind in 2017 to be operational in 2020,
ICNU felf that requiring customers fo pay for a resource they do not need based on speculative
tong-term benefiis will harm cusiomers by requiring them fo pay more than necessary for power

from QFs. ¥

PGE’s Pasiiion .
PGE requested that the Commissicn provide PGE with clear guidance on updates to the

Company’s avolded costs. In their IRP identified a first major action for capacity in 2021. The
first major action for RPS compliance is in 2028, unless the Commission acknowiedges the
Early RPS RFP. Then the first major action for RPS compliance is in 2021 with ancther major
action needed in 2030.48

148 PGE Final Reply Comiments at 28.
7 [GNU Final Comments af 18.
48 PGE Final Reply Comiments at 45.
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Staff's Position

Cregon’s method of calculaling standard avoided cost prices available fo eligible Qualifying
Fadilifies under PURPA reliss on the IRP as a starfing point. The vear of the first major
resource acquisition in the most recently acknowledged IRP sefs the demarcation of
"sufficiency” and "deficiency” and therefora the period during which the QF recelves
compensation based on the aveided resourse rather than on market prices. “Major rescurce” is
defined o be the same as in the competitive bidding guidelines: a generation resource of

100 MV or greafer and five years or longer. This standard has applied fo both renawable and
nonreneable resources.

- Steff is recommending that the Commission recognize PGE’s 2021 capacity heed and
acknowledge an action ilem with conditians that PGE follow a specific order of actions to fill the
need. If the Commission were to acknowledge this resource action, the nonrenswable
deficiency period would begin in 2021,

Regarding the new maijor renewable installation, Staff is recommsnding that the Commission
not acknowledge the 2020 new wind resource based on the dominant reasoning that PGE does
not have a need for new renewable resourcas unfil 2029, §ihe Commission chooses not to
acknowledge this 2020 action, Staff recommends that the renewable deficiency date be 2029
and the proxy renewsable rescurce cost from the IRP be used for the price.

However, in the event that the Commission does acknowledge PGE’s early RPS action, it still
should not be used to determine the renewable deficiency period. This posifion is based on the
key factor that PGE has ne actual need for this resource in 2020. Traditionally, IRPs have been
centered on the least cost/least risk porffolio of resources needed to serve foad. With the
advent of the RPS, an addiional compliance need was created. Neither of these "needs” apply
to this 2020 resource action. The goal of seiting avoided costs for GFs is that ratepayers are
“indiffersnt” to whethet the utility purchases cuiput from a QF or meets energy and capacity
needs through a portfolio of exisiing and planned resources that is least cost and least risk. If
this resource action receives acknowledgement and is used to set the renewable deficiency
date, ratepayers may not be compensaling QFs at a raie that is commensurate with least cost
and least risk.

Conclusion

Staif appretiates the thorcugh participation of all perfies and commenters to this docket as
well as the Company. Staff's specific recommendations as to Guideline compliance, Order
No.14-415 compliance, sach Action ltemn, and General Recommendations for PGE’s 2016 [RP
are found at the beginning of this report and in the boxes throughout the report.
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PROPGSED COMMISSION MOTION:

Acknowledge in pari and decline fo acknowledge in part Portland General Electric’s (PGE or
Company) 2018 Integrated Resource Plan. Staff recommends certain actions and additional
" reguirements for inclysion in an IRP update.

LG 66 PGE 2016 Integrated Resourze Plan
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ATTACHMENT A
IRP Action Pfan Overview and Comparison

e

Demand Energy Efficiency (EE}: Same
Actions Acquire 135 MWa
Demand Response (DR): *Revision™
Acguire 77 MW of winter and Enable DR beyond PGE's current
69 MWV of summer targets. Scope and define DR test bed.
Launch a DR review commities.
Conservation Voltage Same
Reduction (CVR):
Deploy 1 MWa :
CVR: Same
Expand AM!
CVER: Same
Conduct R&D around analytics
CVR: Same
Develop expansion plan
Supply New Renewsables: **Revision™
Side 175 MWa through deployment | Added 52 MW of renewable capacity
of ~515 MWV of new wind from Qualified Facility {QF) contracts,

reducing capacity need and pushing
out REC need {0 2029. This did not
impact plan io acquire 175 MiWwa of
naw renewable resources {Jikely wind).

*Revision™
New Capacity Need: New Capacity Nead:
~850 MWV ~561 MW
New capacity should be New capacity should ke comprised of

comprised of 375 - 550 MW of | 240 - 415 MW of dispatchable capacily
dispatchable capagcity and ~400 | due to renewed hydro contract and ~
MW of seasonal capacity 400 MW of Seasonal Capacity™®

DS8G: 16 My Same

149 See LT 68, PGE IRP Reply Cormments, p. 52 and PGE's Aptil 13, 2017, Letter Updafing Figure 5, p, 2,
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inal.Revisions toAction
**Revision**

rHydr{) Contracts: Hydro Contracts:
= ( MW unless contracts
renewed PGE acquired ~135 MW from renewed

hydro contract at Wells facility.

In addition, PGE s engaged In bilaieral
negotiations for potentially mare hydro
capacif(y. {See helow}

NEW*
Bilateral Negotiations:

Beginning in Q1 2017, PGE entsrad
into bilateral negotiations with several
hydro capacity resource oswners and
thermal resource owners of unspecified
size and contract duration. A single
resource or mulfiple resources may be
selected {o hefp fil PGE's 2021
capacity nead. PGE will file waiver from
the RFP process in sarly August for
upwards of three resources with
capacity products that are competitively
priced. PGE will update its 2021
capacity need should any negotiation
become a coniract; most likely not until
‘ December,

Integration | Submit Storage Preposal, per Same

HB 2193, by 1/1/2018

Enabling Market Capacity Same
Studies Flexible Capacity & Curlaiiment | Same
Customer Insights Sane

*Revision™

Added several new siudies and
explorations based on stakeholder
comments for the naxt IRP.
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A iOnginaliAction | FinalRevisions o
Resource | One or more than one RFPs for | **Revision™
Acquisition | new resources Will still issue Al Resource RFP but will
notify OPUC of bilateral negotiation
status prior to issuing.’®® PGE also
committed to updating its 2021

capacity need If if I impacted by any
successiul negoliztions.

Wil still issue an Farly RPS RFF to

acquire the 175 MWa of wind or some

other renewaples.

Benchmark | Carty Unit 2 — Not considering; | Same

Resources | but open ic benchmark
' proposals

Carty Unit 3 — Not considering;, | Same

but open to benchmark

proposals

Renewables — Exploring **Revision™

benchmark opportunities in No determination. Not requesting

RFP. acknowiedgement. 1%

Storage — Exploring benchmark | **Revision™

opportunities in RFP. No longer considering. Deaveloping site

for REP |ater'?

150 See LG 68, PGE IRP Reply Commenis at 12,
151 PGE IRP Final Reply Comments at 34. “In any event, the Company has not requested acknowledgemeni of a

benchmark resotree.”
152 jd‘
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ATTACHWENT B
Post- Guideline New Major Resource Acknowledgement Table for IRPs

L.C42/2007/2008 § 2,000 MW of Renewable Company Resources added
» Resources by 2013, including | projected g starting 2007 for
PecifiCorp 400 MW on-line by year-end | capacity deficit need beginning in
2007, system wide 2010; 3 years

beginning 2010. ahead of start of
Need met in part nead.

by rernewable
resources. "The
PacifiCorp deficits Resources

prioric 2011 10 acknowledged in
2012 will be met by § 5408 2or need in

addiﬁonal 2010: 2 years
renewab16{3= shead of start of
demand side need.

programs, and

rmarket purchases.”

(P.61 of 2007 IRP)

LC43/2007/2008 | 323 MWz of Renswable Company Resources
Resources by 2012. projecteda acknowledged in
PGE capacity need 2008 for need
requiring new starting m 2011, 3
supply as 2012, years ahead of siari
Company of nesd.
proiecied a

regulatory need for
naw renewzable
energy stariing in
2011 (p.2and 6
of Order 08-246)
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1 G47/2008/2010 | 393 MW of wind resources Company Resources added
-~ omiing by year-end 2010. {Of | projecied the starfing 2010 for
PacifiCorp 1,400 MW of renewables by sysfern becoming | need beginning In
(2{?_09"2018 ' 2018) (p. 3 Order No. 10-088) | energy short in 2011, 2012: 1 years
gction plan) 2012, and capacily | ghead of need
short in 2011. (p. capacity need, 2
17 Order No. 10- years ahead of
066) energy need,
Resources
acknowledged in
2010 for nead in
2011, 2012 1-2
years ahead of start
of nesd.
1.C48/2000- 122 MWa of renewables Regulatory nesd of | Resourcss
2010/20110 needed tc be in service by 15% RPS acknowledged in
SGE 2014 {IRP at 328) requiremsant by 2010 for need

2015,

starting in 2015: 4
years ahead of
need,

Resources to be
operafing 1 year
ahead of need.
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LC50/2009/2010

Idaho Power

300 MW CCCT online 2012
Wind up to 150 MW online
2012

Capacity short in
2013, Energy short
in 2614 (p.4 Order
No. 10-382)

Resources added
starting 2012 for
need beginning In
2013: 1 year ahead
of need.

Resources
acknowledged in
2010 for need
starting in 2013: 3
years ghead of
need.

LC52/2011/2012

PacifiCorp

2012 RFP for
peaking/intermediafe/baselioad
rescurces by the summaer
20158

Capacity need In
2011, growing
annually after that.
{p.3 of Crder 12-
082)

Resources added
starting 2015 for
need beginning in
2011: 4 year after
stari of need.

Resources
acknowledged in
2012 for need
starting in 2011; 1
vears affer start of
need.

LC53/2011/2012

Idaho Power

None

N/A

N/A
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LC568/2013/2014 | No major supply side N/A N/A
resources. “In its evaluation,
PGE PGE found that its load and
resources are balanced
through 2019. Accordingly, the
company concludes that it
requires no hew major
resource acquisitions in the
current 2013-2017 Action Plan
time horizon.” {p.3 Order No.
14-415)
LCa7/2013/2014 | No new major resources. NIA N/A
» Note: Severai SCRs
PecifiCorp proposed, Nothing
acknowjadged
1L058/2013/2014 | None Company asserfed 1 N/A
i capacity deficit
Idaho Power starting in 2618
1.C62/2015/2016 | None N/A N/A
PacifiCorp )
1.C63/2015/2016 | None N/A N/A
Idaho Power

APPENDIX B
Page 59 of 59




