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Oregon Public Utility Commission
550 Capitol Street NE, Ste 215
Salem, OR 97301-2551

Attn:  Filing Center

RE: UM 1182 Northwest and Intermountain Power Producers Coalition’s Request for
ALJ Certification

PacifiCorp, d.b.a. Pacific Power (Company), respectfully submits this letter with regards to the
June 14, 2012 Northwest and Intermountain Power Producers Coalition (NIPPC) request
(Request) that Administrative Law Judge (ALJ) Traci Kirkpatrick certify the ALJ’s May 30,
2012 Ruling (ALJ Ruling) for consideration and disposition by the Public Utility Commission of
Oregon (Commission). For the reasons set forth below, the Company requests that the
Commission decline to consider the ALJ Ruling.

In Order No. 11-011, the Commission directed parties to determine an analytic framework and
methodologies to better evaluate and compare utility ownership of resources to the purchase of
power (PPA) from independent power producers (IPPs). After identifying twelve potential
comparative risks and advantages (items), the parties agreed that a limited number of items
should be selected to address initially; however, the parties could not agree on which items to
address. Therefore, parties to this docket filed individual recommendations regarding the limited
number of items to address first. The ALJ Ruling, which adopts the recommendation made by
Commission Staff, selects three items for consideration: 1) cost over - and under-runs; 2)
counterparty risk; and 3) heat rate degradation. The ALJ Ruling is reasonable and considers the

individual recommendations filed by all parties. The Company supports Staff’s recommendation

and the ALJ Ruling.

In its Request, NIPPC submits that good cause exists for the entire Commission’s consideration
of the issues presented. The basis for NIPPC’s Request appears to be its interpretation that the
Commission’s clear intent in re-opening UM 1182 was to only consider quantitative
enhancements to the competitive bidding guidelines that reduce utilities” self-build bias in
Oregon Request for Proposals (RFP).! Therefore, NIPPC suggests that the Commission remove
counter party risk, which it assumes will increase a self-build bias, from the list of items to be
addressed in phase 2 of this docket and replace it with wind capacity factors, which it assumes
will decrease a self-build bias’.

" NIPPC Request at 2.

> NIPPC recommends that the independent evaluator should reduce the capacity factor for proposed utility-owned
wind generation projects by 15% when comparing utility-owned projects against IPP bids. Presumably, the
adjustment would apply to any alternative, from an IPP bid or otherwise, that would result in utility ownership.
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Counterparty risk is a subject that goes far beyond NIPPC’s simplistic representation and is
among the most important items considered when entering into commercial transactions.
Counterparty risk requires all parties to a commercial transaction to strike a balance between cost
and risk, the outcome of which can directly impact customers. It is for these reasons and more
that multiple parties filed comments suggesting that counterparty risk be among the top three
items considered.

The Company respectfully requests that the Commission decline to consider the ALJ Ruling
because NIPPC has not established good cause for such Commission action. The directive in
Order No. 11-011 was for parties to better “evaluate and compare™ utility ownership and power
purchased from IPPs. NIPPC simply does not follow that the Commission’s stated “concern”
about the existence of a self-build bias should be construed as a directive to create an analytic
framework and comparative methodology that is intentionally biased in favor of IPP contracts.
If the Commission’s intent was specifically to reduce a self-build bias regardless of risk to
customers, rather than to explore ways to evaluate resource options that balance cost and risk to
customers, it would have specifically indicated as such. The Company has participated in
numerous workshops with the parties, including discussions with Commission Staff, and does
not believe that the analytic framework and comparative methodology developed was intended
by the Commission to be designed to reduce an assumed (yet not proven) self-build bias by
introducing bias in favor of certain types of bids.

NIPPC’s argument also contradicts well established principles of fairness and transparency in the
Commission’s competitive bidding guidelines and the need within any competitive bidding
process to balance the cost and risk of all alternatives, including the ability to compare the risk to
customers of one IPP PPA versus another IPP PPA. Inherently, not all IPPs have the same credit
risk profile or will agree to the same credit protections for the benefit of customers. The purpose
of the developing an analytic framework should be to fairly evaluate comparative risks that
ultimately lead to improved resource assessments and decision-making. This would be better
aligned with the interests of customers and the Commission’s competitive bidding guidelines.
Due to this and the foregoing, the ALJ Ruling is consistent with the principles and directives set
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forth in Order No. 11-011 and Commission consideration is not warranted.

NIPPC’s Request should also be rejected because it incorrectly assumes that, following the
consideration of three initial items, no additional items will need to be considered.> However,
the ALJ Ruling clearly indicates that the three items identified in Staff’s recommendation, as
reflected in the ALJ Ruling, is a reasonable starting point. Additional items, including wind
capacity factors or other factors associated with other types of power supply, may be addressed
in subsequent phases in this docket. Because the arguments raised by NIPPC are likely to
ultimately be considered by the Commission in this docket, good cause does not exist for the
Commission to consider them now under the auspices of an ALJ certification.

Furthermore, NIPPC’s assumptions and conclusions regarding wind capacity factors and their
effect on the analytic framework and comparative methodology are premature. In some
instances, NIPPC’s conclusions are based on facts which the Company disputes or believes are
inaccurate. The Company is interested in rebutting these facts and correcting the record.
Therefore, the Company respectfully requests that if the Commission intends to consider the ALJ

* NIPPC Request at 4.



Oregon Public Utility Commission
June 21, 2012
Page 3

Ruling, it allow all parties to this docket to respond to the facts presented and conclusions drawn
in NIPPC’s Request. Allowing this would enable the Commission to respond to the Request
based on a full record from all parties rather than assertions made by only one party.

Please direct any informal inquiries to Bryce Dalley, Director, Regulatory Affairs & Revenue
Requirement, at (503) 813-6389.

Sincerely,
Wl ®

William R. Griffith

Vice President, Regulation

Enclosures

cc: Service Listin UM 1182
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Docket UM 1182, on the date indicated below by email and/or US Mail, addressed to
said parties at his or her last-known address(es) indicated below.

Janet L. Prewitt (W) (C)
Department of Justice

1162 Court St. NE

Salem, OR 97301-4096
Janet.prewitt@doj.state.or.us

Vijay A. Satyal (W) (C)
Oregon Department of Energy
625 Marion St. NE

Salem, OR 97301

Viiay.a.satyal@state.or.us

David J. Meyer (W)

Avista Corporation

P.O. Box 3727

Spokane, WA 99220-3727
David.meyer@avistacorp.com

Michael Parvinen (W)
Cascade Natural Gas

8113 W. Grandridge Blvd.
Kennewick, WA 99336
cngeregulatory@cenge.com

Gordon Feighner (W) (C)
Citizens’ Utility Board of Oregon
610 SW Broadway, Suite 308
Portland, OR 97205

G. Catriona McCracken (W) (C)
Citizens’ Utility Board of Oregon
610 SW Broadway, Suite 308
Portland, OR 97205
catriona@oregoncub.org

S. Bradley Van Cleve (W) (C)
Davison Van Cleve PC

333 SW Taylor, Sutie 400
Portland, OR 97204
Mail@dvelaw.com

Matt Hale (W) (C)

Oregon Department of Energy
625 Marion St. NE

Salem, OR 97301
Matt.hale(@state.or.us

Ann L. Fisher (W)

AF Legal & Consulting Services
P.O. Box 25302

Portland, OR 97298-0302
ann(@annfisherlaw.com

Patrick Ehrbar (W)

Avista Corporation

P.O. Box 3727

Spokane, WA 99220-3727
Patrick.ehrbar@avistacorp.com

Dennis Haider (W)
Cascade Natural Gas

8113 W. Grandridge Blvd.
Kennewick, WA 99336
Dennis.haider@mdu.com

Robert Jenks (W) (C)

Citizens’ Utility Board of Oregon
610 SW Broadway, Suite 308
Portland, OR 97205
Bob(@oregoncub.org

Irion A. Sanger (W) (C)
Davison Van Cleve

333 SW Taylor, Suite 40000
Portland, OR 97204
Mail@dvelaw.com

John W. Stephens (W)

Esler Stephens & Buckley
888 SW Fifth Ave., Suite 700
Portland, OR 97204-2021
stephens@eslerstephens.com
mec(@eslerstphens.com




Christa Bearry (W) (C)
Idaho Power Company
P.O.Box 70

Boise, ID 83707-0070
cbearrv@idahopower.com

Lisa Rackner (W) (C)
McDowell & Associates PC
520 SW Sixty Ave., Suite 830
Portland, OR 97204
dockets@mecd-law.com

Alex Miller (W)

Northwest Natural Gas Company
220 NW 2™ Ave.

Portland, OR 97209

Alex. miller@nwnatural.com

Robert D. Kahn (W)

NW Independent Power Producers
1117 Minor Ave., Suite 300
Seattle, WA 98101
rkahn(@nippe.org
rkahn(@rdkco.com

Natalie Hocken (W)

PacifiCorp

825 NE Multnomah, Suite 2000
Portland, OR 97232
Natalie.hocken@pacificorp.com

Patrick Hager (W) (C)

Portland General Electric

121 SW Salmon St., IWTC0702
Portland, OR 97204
Pge.opue.filings@pgn.com

Stefan Brown (W) (C)

Portland General Electric

121 SW Salmon St., IWTC1711
Portland, OR 97204
stefan.brown@pgn.com

Steve Schue (W) (C)

Oregon Public Utility Commission
P.O. Box 2148

Salem, OR 97308
steve.schue(@state.or.us

Lisa D. Nordstrom (W) (C)
Idaho Power Company
P.O.Box 70

Boise, ID 83707-0070
Lnordstrom@idahopower.com

David E. Hamilton (W)

Norris & Stevens

621 SW Morrison St., Suite 800
Portland, OR 97205-3825
davidh@norrstev.com

Wendy Gerlitz (W)
NW Energy Coalition
1205 SE Flavel
Portland, OR 97202
Wendy@nwenergy.org

Mary Wiencke (W)(C)

Pacific Power

825 NE Multnomah, Suite 1800
Portland, OR 97232
mary.wiencke@pacificorp.com

Oregon Dockets (W)

PacifiCorp

825 NE Multnomah, Suite 2000
Portland, OR 97232
Oregondockets@pacificorp.com

V. Denise Saunders (W) (C)
Portland General Electric

121 SW Salmon St., IWTC1301
Portland, OR 97204
Denise.saunders@pgn.com

William A. Monsen (W) (C)
1814 Franklin St. Suite 720
Oakland, CA 94612
Wam@mrwassoc.com

Michael T. Weirich (W) (C)
Department of Justice

Regulated Utility & Business Section

1162 Court St. NE
Salem, OR 97301-4096
Michael. weirch@doj.state.or.us




Megan Walseth Decker (W) Gregory M. Adams (W) (C)

Renewable Northwest Project Richardson & O’Leary

917 SW Oak, Suite 303 P.O.Box 7218

Portland, OR 97205 Boise, ID 83702
megan(@rnp.org oregl@richardsonandoleary.com

DATED: June 21, 2012

Carrie Meyer z
Coordinator, Regulatory Operations



