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Re:  Docket UM 2032 — Joint Utilities’ Revised Direct Testimony

Dear Judge Kirkpatrick:

Idaho Power Company, PacifiCorp, dba Pacific Power, and Portland General Electric
Company (Joint Utilities) are filing this Revised Direct Testimony to implement your Ruling
issued on October 7, 2020, regarding the Motion to Strike by the Northwest and Intermountain
Power Producers Coalition and Community Renewable Energy Association (Interconnection
Customer Coalition).

In your Ruling, which granted in part and denied in part the Motion to Strike, you
articulated two key principles. Specifically, you concluded that:

1. Testimony that individually interprets the law and applies the law to specific facts is
not admissible. !

2. Testimony that discusses policy and law in the context of policy recommendations—
without interpreting or applying the law to specific facts or making legal conclusions—
is admissible.?

With these principles in mind, the Joint Utilities are refiling their Direct Testimony (Joint
Utilities/100-200) with revisions that implement your Ruling. The Joint Utilities have made
changes to either (a) strike entirely the sections noted in your Ruling as contravening the above
guiding principles, or (b) revise the noted sections to bring them into compliance with your Ruling.

' ALJ Ruling, Motion to Strike Granted in Part and Denied in Part at 8 (Oct. 7, 2020) (“ALJ Ruling”).
2 ALJ Ruling at 12.
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The latter category of revisions is necessary to preserve the logic and flow of the testimony where
ideas are introduced in stricken portions, but then built on in subsequent Q and A’s. Accordingly,
there are a number of cases where the Ruling struck certain statements of what the law requires,
and the Joint Utilities propose to substitute a statement of their recommended policy. For instance,
the Ruling struck the following sentence:

“Current Commission policy is consistent with PURPA, state regulatory policy,
and Oregon law.”

The Joint Utilities understand the ALJ’s direction to remove this statement of law.
However, to preserve the flow of the affected section, the Joint Utilities revised that to read:

The Joint Utilities recommend that current Commission policy regarding the
allocation of QF interconnection costs be maintained.

In other cases, the Joint Utilities substituted a statement of what the law requires with a
statement of what their own practices are. For instance, the Ruling struck the following sentence:

“PURPA mandates a very specific arrangement: Under PURPA, a directly
interconnected QF arranges for its interconnection with the utility’s system; the
utility is then required by PURPA to make transmission service arrangements to
deliver the power from the QF’s point of delivery to the utility’s load using firm
transmission service.”*

Again, the Joint Utilities understand the direction to remove the statement of the law in the
above sentence. However, to retain the general subject matter, which is important to the logic of
the testimony, the Joint Utilities revised that passage as follows:

In the Joint Utilities’ implementation of PURPA, a directly interconnected QF
arranges for its interconnection with the utility’s system, the utility is then required
to make transmission service arrangements to deliver the power from the QF'’s
point of delivery to the utility’s load using firm transmission service.

Finally, the Joint Utilities have made several revisions that are essentially non-substantive
but required to maintain the coherence of the testimony once the stricken language has been
removed. For instance, in the following sentence, the Ruling strikes the highlighted clause:

“Aside from the practical fact that QFs are used to serve retail load, which counsels
for obtaining firm network transmission service to manage delivery to that load,

3 ALJ Ruling at 11.
4 ALJ Ruling at 9.



October 19, 2020
Page 3

FERC has made clear that a QF’s output must be delivered using firm transmission
service, and that QF output cannot be curtailed except in system emergencies.”>

The Joint Utilities understand the direction to remove the clause noted above. However,
without further editing, the result is an incomplete and nonsensical sentence. For that reason, the
Joint Utilities removed the words “aside from the practical fact that” from the front of that
sentence, so that the following sentence remains.

QFs are used to serve retail load, which counsels for obtaining firm network
transmission service to manage delivery to that load.

To explain all of their revisions to the testimony, the Joint Utilities are providing redlined
copies of the Revised Direct Testimony (Joint Utilities/100-200) with explanatory comments as
an attachment to this filing. In the attachment, the highlighted portions represent the sections that
the Joint Utilities understand you intended to strike, and the redlines represent the Joint Utilities’
proposed changes. The Joint Utilities are also filing clean copies of the Revised Testimony for the
record.

Respectfully submitted,

Lisa Rackner

Adam Lowney

Jordan Schoonover

McDowell Rackner Gibson PC
419 SW 11" Avenue, Suite 400
Portland, OR 97205
dockets@mrg-law.com

Donald Light
Portland General Electric Company

Carla Scarsella
PacifiCorp, dba Pacific Power

Donovan Walker
Idaho Power Company

Attorneys for Portland General Electric Company,
PacifiCorp, dba Pacific Power, and Idaho Power
Company

> ALJ Ruling at 10.
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Please state your names, business addresses, and present positions.

My name is Richard A. Vail. My business address is 825 NE Multnomah, Suite 1600,
Portland, Oregon 97232. My present position is Vice President of Transmission at
PacifiCorp d/b/a Pacific Power (PacifiCorp). I am responsible for the transmission system
planning, customer generator interconnection requests and transmission service requests,
regional transmission initiatives, asset management, capital budgeting for transmission,
and administration of the Company’s Open Access Transmission Tariff (“OATT”).

My name is Kris Bremer. My business address is 825 NE Multnomah, Suite 1600,
Portland, Oregon 97232. My present position is Director of Generation Interconnection
and Transmission Project Management at PacifiCorp. I am responsible for customer
generator interconnection requests and delivery of transmission capital projects.

My name is Shaun Foster. My business address is 121 SW Salmon Street, 3 World
Trade Center, Mailstop 0409, Portland, OR 97204. My current position at Portland General
Electric Company (PGE) is Senior Transmission and Market Services Analyst.

My name is Sean Larson. My business address is 121 SW Salmon Street, 3 World
Trade Center, Mailstop 0503, Portland, OR 97204. My current position at PGE is Senior
Transmission Planning Engineer.

My name is Jared Ellsworth. My business address is 1221 West Idaho Street, Boise,
Idaho 83702. 1 am employed by Idaho Power Company (Idaho Power) as the
Transmission, Distribution & Resource Planning Director for the Planning, Engineering

and Construction Department.

UM 2032 - Joint Utilities’ Direct Testimony
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I. QUALIFICATIONS

Mr. Vail, please describe your educational background and professional experience.
I have a Bachelor of Science Degree with Honors in Electrical Engineering with a focus in
electric power systems from Portland State University. I have been Vice President of
Transmission for PacifiCorp since December 2012. Prior to my current position in
Transmission, I was director of asset management since 2007. Prior to that position I had
management responsibility for a number of organizations in the Company’s asset
management group including capital planning, maintenance policy, maintenance planning,
and investment planning since joining the company in 2001.

Mr. Bremer, please describe your educational background and professional
experience.

I have a Bachelor of Science in Business Administration from Warner Pacific College. 1
have had management responsibility of customer generator interconnection requests since
2014. T have been employed by PacifiCorp since 2004.

Mr. Foster, please describe your educational background and professional experience.
Ijoined PGE in 2007, working first as a Customer Service Representative before becoming
an Interconnections Coordinator in the Customer Generation Interconnection Group in
2009. In 2016, I joined PGE’s Transmission and Reliability Services Group, where I work
as a Senior Transmission and Market Services Analyst. I am responsible for ensuring
compliance with PGE’s OATT as it pertains to interconnection requests, transmission
service requests, local and regional transmission planning, coordination with other regional
transmission providers, and other analysis. I have also served as PGE’s representative on

the Energy Trust of Oregon’s Renewable Energy Advisory Council. I continue to represent

UM 2032 - Joint Utilities’ Direct Testimony
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PGE on the Western Electricity Coordinating Council (WECC) Reliability Assessment
Committee, as well as on NorthernGrid’s Enrolled Party and States Committee and
Member Committee, which I co-chair.

Mr. Larson, please describe your educational background and professional
experience.

I received a Bachelor of Science in Electrical Engineering from Portland State University.
I then worked for PacifiCorp for two years as an Associate Engineer responsible for
Overhead Distribution Standards. 1 joined PGE in 2011, and worked first as an
Underground Distribution Standards Engineer, before becoming a Transmission and
Distribution Planning Engineer in 2013. As a Transmission and Distribution Planning
Engineer, I have studied Large Generator Interconnection Requests, transmission service
requests, and total transfer capability, and I have implemented transmission, substation,
and distribution projects for PGE’s customers.

Mr. Ellsworth, please describe your educational background and professional
experience.

In 2004, 1T was hired as a Distribution Planning engineer in Idaho Power’s Delivery
Planning department. In 2007, I moved into the System Planning department, where my
principal responsibilities included planning for bulk high-voltage transmission and
substation projects, generation interconnection projects, and NERC reliability compliance
standards. I transitioned into the Transmission Policy & Development group with a similar
role, and in 2013, I spent a year cross-training with Idaho Power’s Load Serving Operations
group. In 2014, I was promoted to Engineering Leader of the Transmission Policy &

Development department and assumed leadership of the System Planning group in 2018.

UM 2032 - Joint Utilities’ Direct Testimony
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In early 2020, I was promoted into my current role as the Transmission, Distribution and
Resource Planning Director. I am currently responsible for the planning of Idaho Power’s
wires and resources to continue to provide customers with cost-effective and reliable

electrical service.

II. PURPOSE AND SUMMARY OF TESTIMONY

Please describe the issues list adopted by the Administrative Law Judge (ALJ).
On May 22, 2020, the ALJ adopted the following issue list in this docket:

1. Who should be required to pay for Network Upgrades necessary to interconnect the
QF to the host utility?

2. Should on-system QFs be required to interconnect to the host utility with Network
Resource Interconnection (NRIS) or should QFs have the option to interconnect with
Energy Resource Interconnection Service (ERIS) or an interconnection service
similar to ERIS?

What is the purpose of your testimony?

Our testimony describes the generation interconnection landscape in Oregon and defines
Network Upgrades, the subject of this docket. We describe: (1) how transmission providers
process requests for interconnection service differently under Oregon generator
interconnection policies (with a foundation in the Public Utility Regulatory Policies Act of
1978 (PURPA) and state law) than under Federal Energy Regulatory Commission (FERC)
interconnection policies driven by the Federal Power Act (FPA); (2) the difference between
ERIS and NRIS; and (3) how a Qualifying Facility’s (QF) siting choice drives the costs of
Network Upgrades associated with both types of interconnection service. We also explain
why NRIS is the only appropriate interconnection service type for Qualifying Facilities
directly interconnecting with the purchasing utility under PURPA, and how allocating costs

of both ER- and NR-driven Network Upgrades to QFs is necessary to maintain customer

UM 2032 - Joint Utilities’ Direct Testimony
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indifference to the purchase of QF power.

Are there other witnesses providing testimony in this docket?

Yes. Mr. Michael G. Wilding, Mr. Robert MacFarlane, and Ms. Alison Williams (Joint
Utilities’ Regulatory Witnesses) will provide testimony explaining why the Commission’s
current QF interconnection policies are consistent with both PURPA’s customer
indifference standard and the Public Utility Commission of Oregon’s (Commission) duty
to oversee retail rates.

Please summarize your testimony.

The primary issue raised in this docket is who should pay for Network Upgrades
necessitated by a QF’s interconnection. Interconnection-driven Network Upgrades are
upgrades on the utility’s transmission system at or beyond the QF’s point of
interconnection. They can be subdivided into two types: non-deliverability-related
Network Upgrades associated primarily with ERIS and deliverability-related Network
Upgrades associated primarily with NRIS.

The extent of Network Upgrades triggered by both NRIS and ERIS—and the
associated costs—are driven by a QF’s siting choice. The Commission’s current policies
allocate the costs of QF-driven Network Upgrades to the QFs that cause them—a policy
that the Joint Utilities support. Moreover, these policies are critical to ensure the
economically efficient development of QFs.

With respect to the question of whether QFs should be permitted to obtain ERIS
rather than NRIS, the Commission must consider whether this proposal would be
inconsistent with PURPA’s unique operational mandates—its must-take requirement,

which includes a prohibition on the curtailment of QF power (outside of emergency

UM 2032 - Joint Utilities’ Direct Testimony
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conditions), and its mandate that 100 percent of a QF’s output be delivered to load on firm
transmission. Absent some additional action by the Commission, allowing a QF to obtain
ERIS would remove the financial incentive for the economically efficient development of
QF power and would shift costs to retail customers.! The Joint Utilities believe that the
Commission’s current QF policies are not only consistent with cost-causation, they are also

critical for ensuring the economically efficient development of QF generation in Oregon.

OVERVIEW OF OREGON QF INTERCONNECTION LANDSCAPE AND THE
SCOPE OF THIS DOCKET

What is the purpose of this section of your testimony?

This section provides a brief overview of the Commission’s current interconnection rules
and defines the terminology applicable to a discussion of generator interconnection policy.
The Commission’s interconnection landscape is somewhat complicated, and
interconnection terminology is often inconsistently used. This section is intended to clarify
the terminology used throughout this testimony and to provide context for the discussion

of QF Network Upgrade costs that follows.

OVERVIEW OF OREGON’S LARGE QF INTERCONNECTION POLICIES

Please describe the scope of Oregon’s large QF interconnection policies.
Oregon’s large QF interconnection policies apply to QFs larger than 20 megawatts (MW)
interconnecting with a utility’s transmission or distribution system. These policies are

based on FERC’s Large Generator Interconnection Procedures (LGIP) and Large Generator

! See, e.g., In the Matter of Pub. Util. Comm’n of Oregon Staff Investigation Relating to Elec. Util.
Purchases from Qualifying Facilities, Docket UM 1149, Order No. 05-584 at 1 (May 13, 2005) ( “This
Commission's goal has been to encourage the economically efficient development of these qualifying
facilities (QFs), while protecting ratepayers by ensuring that utilities pay rates equal to that which they
would have incurred in lieu of purchasing QF power.”).

UM 2032 - Joint Utilities’ Direct Testimony
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Interconnection Agreements (LGIA), though the Commission has modified them to
conform with PURPA requirements and Oregon law.?> These conformed documents govern
large QF interconnections and are referred to as the Oregon QF-LGIP and QF-LGIA.

Q. Doesn’t FERC ordinarily have jurisdiction over a generator’s interconnection with a
utility’s transmission system?

A While FERC ordinarily has jurisdiction over a generator’s interconnection with a utility’s
transmission system, we understand that PURPA gives state authorities jurisdiction over
such interconnections so long as the QF is selling all of its output to the directly
interconnected utility.>

Q. How does the QF-LGIP define “Network Upgrades,” the subject of this docket?

The QF-LGIP defines Network Upgrades as,
[T]he additions, modifications, and upgrades to the Transmission Provider’s
Transmission System required at or beyond the point at which the
Interconnection Facilities connect to the Transmission Provider’s

Transmission System to accommodate the interconnection of the Large
Generating Facility to the Transmission Provider’s Transmission System.*

This definition and others in the QF-LGIP are based on the definitions in FERC’s pro forma
LGIP.
Q. The Commission and parties have used the term “deliverability-driven” Network

Upgrades.> What are deliverability-driven Network Upgrades?

2 In re Pub. Util. Comm’n of Oregon Investigation into Interconnection of PURPA Qualifying Facilities
with Nameplate Capacity Larger than 20 Megawatts to a Pub. Utility's Transmission or Distribution
System, Docket UM 1401, Order No. 10-132 (Apr. 7, 2010).

318 C.F.R. § 292.303; 18 C.F.R. § 292.306; Standardization of Generator Interconnection Agreements
and Procedures, 104 FERC 4 61,103, at PP813-814 (July 24, 2003) (Order No. 2003).

4 See Order No. 10-132, Appendix A (“QF-LGIP”) at 11.

3 See, e.g., In the Matter of Pub. Util. Comm’n of Oregon, Community Solar Program Implementation,
Docket UM 1930, Order No. 20-122, Appendix A at 13.

UM 2032 - Joint Utilities’ Direct Testimony
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The term “deliverability-driven Network Upgrades™ is not a term used in the QF-LGIP, but
is a descriptive term intended to identify a specific type of Network Upgrade. Network
Upgrades can be divided into two general categories: First, there are Network Upgrades
that are primarily needed to safely and reliably physically interconnect the generating
resource to the utility’s transmission system. These are identified in an ERIS study.
Second, there are Network Upgrades beyond those identified an ERIS study that are needed
to ensure the aggregate of generation in the area where the generator proposes to
interconnect can be reliably delivered to the aggregate of load on the transmission
provider’s system during peak load conditions. These have been described as
“deliverability-driven” Network Upgrades, or NR Network Upgrades. Later in our
testimony, we will describe the differences between ERIS and NRIS and explain why it is
important to conduct a NR interconnection study to identify the deliverability-driven
Network Upgrades caused by a QF’s interconnection.

Under the Commission’s current policies, who is required to pay for the Network
Upgrades necessary to interconnect a QF to the host utility?

Under the QF-LGIA, a QF is required to pay for all Network Upgrades necessary to
interconnect the QF to the host utility, unless the QF can demonstrate that its Network
Upgrades provide “quantifiable system-wide benefits.”® If the QF makes such a
demonstration, it is relieved of its responsibility to pay for Network Upgrades in the amount
of the demonstrated benefit.’

How does the QF-LGIP define “Interconnection Facilities”?

¢ Order No. 10-132 at 3.
7 Order No. 10-132 at 3.

UM 2032 - Joint Utilities’ Direct Testimony
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A. Interconnection Facilities are facilities and equipment located between the QF generator
and the point of interconnection with a utility’s transmission system. The QF-LGIP’s
definitions mirror the definitions in FERC’s LGIP.®

Q. How does the QF-LGIP define “Distribution Upgrades”?

Distribution Upgrades refer to upgrades to a utility’s distribution system at or beyond the
point of interconnection.® Again, this definition mirrors the definition in FERC’s LGIP.

Q. Who is required to pay for Interconnection Facilities and Distribution Upgrades
under the QF-LGIA?

A. QFs are required to pay for any Interconnection Facilities or Distribution Upgrades

necessary to interconnect the QF to the host utility.

B. OVERVIEW OF OREGON’S SMALL GENERATOR INTERCONNECTION
POLICIES

Please describe the scope of the Commission’s small generator interconnection rules.
The Commission’s small generator interconnection rules, which are contained in OAR
Chapter 860 Division 82, apply to interconnecting generators with a nameplate capacity of
10 MW or less.

Q. Do the Commission’s small generator interconnection rules apply only to QFs?
No. Our understanding is that the Commission’s small generator interconnection rules
apply to any small generator interconnecting with a utility’s system, so long as the

interconnection is not FERC-jurisdictional.'®

8 The QF-LGIP defines both “Interconnection Customer’s Interconnection Facilities” and “Transmission
Provider’s Interconnection Facilities.” A Transmission Provider’s Interconnection Facilities connect to the
Interconnection Customer’s Interconnection Facilities at the “Point of Change of Ownership.” QF-LGIP at
13. The costs of both types of Interconnection Facilities are assigned to the interconnecting generator.

? QF-LGIP at 6.

10 See OAR 860-082-0005(1).

UM 2032 - Joint Utilities’ Direct Testimony
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As a practical matter, what does this mean?

A generator interconnecting with a utility’s distribution system is generally processed
under state rules and policies, whether it is a QF or not. A generator interconnecting with
a utility’s transmission system, however, is processed under the Commission’s rules only
if it is a QF selling all of its output directly to the interconnecting utility. Thus, the
Commission’s small generator interconnection rules apply to all generators up to 10 MW
interconnecting with the utility’s distribution system, and to all QFs up to 10 MW
interconnecting with the utility’s transmission system.

How do the small generator interconnection rules define “Interconnection Facilities”
and “System Upgrades?”!!

“Interconnection Facilities” are the facilities and equipment required by a public utility to
accommodate the interconnection of a small generator facility to the public utility’s
transmission or distribution system and used exclusively for that interconnection.'?
“System Upgrades” are additions or modifications to a public utility’s transmission or
distribution system or to an affected system required to accommodate the interconnection
of a small generator facility.!> System Upgrades can include interconnection-driven
upgrades to a utility’s transmission system, its distribution system, or both.

How does a transmission provider study a small interconnecting generator?

The transmission provider performs small generator interconnection studies to identify

System Upgrades and Interconnection Facilities needed for generator interconnection, as

' The Commission’s small generator interconnection rules do not capitalize these terms; however,

because they are defined terms, and because similar terms in the QF-LGIP are capitalized, these terms

have been capitalized throughout this testimony for consistency.
2 OAR 860-082-0015(16).
3 OAR 860-082-0015(34).

UM 2032 - Joint Utilities’ Direct Testimony
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well as their costs. Depending (primarily) on the size of the generator, the studies are
classified as Tier 1, Tier 2, Tier 3, or Tier 4, per the small generator interconnection rules.
Under the Commission’s small generator interconnection rules, who is required to
pay for the various facilities and upgrades necessary to interconnect the generating
resource to the utility’s system?

Small generators, including QFs, are required to pay for all interconnection costs caused
by their interconnection, both up to and beyond the point of interconnection. This means
that small QFs pay for the cost of Interconnection Facilities and System Upgrades. '*

Are the Commission’s small generator interconnection rules at issue in this docket?
As a general matter, we do not believe so. Our understanding is that the Commission’s
small generator interconnection rules will be addressed in a separate docket, Docket UM
2111, where all interested generators (QF and non-QF) will have an opportunity to
participate.

What interconnection rules apply to QFs with a nameplate capacity between 10 and
20 MW?

At the moment, the Commission has not adopted generally applicable rules or policies that
apply to QFs with a nameplate capacity between 10 and 20 MW. However, as part of
PacifiCorp’s recently approved interconnection queue reform docket, the Commission
directed PacifiCorp to apply the small generator interconnection framework to all QFs that
are 20 MW or less. '

Given the fragmented rules and policies applicable to generators of various sizes,

4 OAR 860-082-0035.
15 In re PacifiCorp, dba Pacific Power, Application for an Order Approving Queue Reform Proposal,
Docket UM 2108, Order No. 20-268, Appendix A at 19 (Aug. 19, 2020).

UM 2032 - Joint Utilities’ Direct Testimony
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what do you understand to be the scope of this docket?

As we understand it, this docket is intended to address the cost allocation of Network
Upgrades, as defined in the QF-LGIP—that is, upgrades to the transmission provider’s
transmission system (as opposed to its distribution system) necessitated by a QF’s
interconnection with the utility’s transmission system or distribution system.

The term “Network Upgrades” is found in the QF-LGIP, but is not used in the
Commission’s small generator interconnection rules. That said, the functional equivalent
of “Network Upgrades,” as they are defined in the QF-LGIP, can sometimes arise with
respect to small generator interconnections. The Joint Utilities recognize that any policy
decision made with respect to “Network Upgrades,” as defined in the QF-LGIP, might
logically flow through to other interconnection-driven upgrades that are the functional
equivalent of Network Upgrades. The types of interconnection-driven upgrades within the
Commission’s various interconnection rules and policies that are either “Network
Upgrades” or their functional equivalent are as follows:

e When a large QF interconnects with the utility’s system and that interconnection
triggers Network Upgrades under the QF-LGIP. These Network Upgrades are
defined by the Commission as “Network Upgrades” and are clearly within the
scope of this docket.

e When a small QF interconnects with the utility’s transmission system (as opposed
to its distribution system), and that interconnection triggers upgrades at or beyond

the point of interconnection.'® Under the Commission’s small generator

16 Under the Commission’s small generator interconnection rules, any small generator interconnecting
with the utility’s system at the transmission level must use the Tier 4 interconnection process. See OAR

UM 2032 - Joint Utilities’ Direct Testimony
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interconnection rules, these upgrades are generally referred to as “system
upgrades”;!” however, they are conceptually the same as Network Upgrades, and
their ultimate policy treatment is presumably within the scope of this docket.

e Finally, when a small QF interconnects with a utility’s distribution system, and that
interconnection triggers upgrades at or beyond the point of interconnection on both
a utility’s distribution system and its transmission system. Only the latter—that is,
upgrades to the utility’s transmission system triggered by a QF interconnection
with the distribution system—are the functional equivalent of “Network Upgrades”
and thus at issue, from a policy perspective, in this docket.

Are upgrades to a utility’s distribution system within the scope of this docket?

No, it is our understanding that they are not.

Q. How would you summarize the Commission’s overall policies related to generator
interconnection?
A. Under the Commission’s generator interconnection policies, all costs driven by a

generator’s interconnection—whether those costs are associated with Interconnection
Facilities, Distribution Upgrades, System Upgrades, or Network Upgrades—are uniformly
assigned to the generator that caused them. This is true for QFs and non-QFs. There is
only one exception: if a large QF can demonstrate that some part of the Network Upgrades

caused by its interconnection provides “quantifiable system-wide benefits,” a portion of

860-082-0045, 0050, 0055 (excluding from Tiers 1-3 any generator interconnecting with a utility’s
transmission line); OAR 860-082-0060 (noting that Tier 4 allows interconnections to a utility’s
transmission line).

17 All upgrades associated with a small generator interconnection that are not “interconnection facilities”
are referred to in the small generator interconnection rules as “system upgrades.” The subset of “system
upgrades” described here are directly analogous to “Network Upgrades” defined in the QF-LGIP.
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the QF’s Network Upgrades may be assigned to retail customers in the amount of the

demonstrated benefit.

Iv. ISSUE I: COST ALLOCATION FOR NETWORK UPGRADES

A. THE QF INTERCONNECTION PROCESS: IDENTIFICATION OF
NETWORK UPGRADES NECESSARY FOR INTERCONNECTION

This docket is about interconnection-driven Network Upgrades caused by a QF’s
request for interconnection service. What is interconnection service?

Interconnection service is the service provided by a transmission provider associated with
interconnecting an interconnection customer’s generating facility to the transmission
provider’s system and enabling it to receive electric energy and capacity from the
generating facility at the point of interconnection. '®

How is interconnection service different from transmission service?

Interconnection service simply allows a generator to connect its generating facility to the
transmission provider’s system so that the generator is eligible to deliver the generating

facility’s output.'’

As we will explain, there are different types of interconnection service
that provide different levels of delivery eligibility, and the proper choice of interconnection
service depends on the intended operational characteristics of the generator.
Interconnection service in and of itself does not convey transmission service.
Transmission service, on the other hand, provides for the actual delivery of the
generator’s power. There are various types of transmission service, as well, that can vary

based on the intended use of the generation.

A generator arranges for its own interconnection service. Who arranges for

18 See QF-LGIP at 9.

¥ 1d.
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transmission service?

Again, it depends on the nature of the transaction. In the non-PURPA context, generators
often arrange for both their own interconnection and transmission service. In other
instances, a generator arranges for interconnection service and a buyer arranges for
transmission service, and the costs associated with the services are addressed in the
agreement between the parties. In the Joint Utilities’ implementation of PURPA, a directly
interconnected QF arranges for its interconnection with the utility’s system; the utility is
then required to make transmission service arrangements to deliver the power from the
QF’s point of delivery to the utility’s load using firm transmission service.

Please explain how Network Upgrades are triggered by a generator’s request for
interconnection service.

When any generator seeks to interconnect with a utility’s transmission or distribution
system, the transmission provider cannot grant that interconnection service until it first
evaluates the interconnecting generator’s impact on the utility’s system (and other Affected
Systems) to determine what physical facilities and upgrades are necessary to permit the
generator to safely and reliably interconnect with the larger grid and to allow the generator
to operate as intended. Upgrades at or beyond the point of interconnection on the utility’s
transmission system are referred to as Network Upgrades, as discussed above.

What types of Network Upgrades might be necessitated by a QF’s interconnection?
New interconnecting generators might require any number of new facilities or upgrades to
existing facilities before a request for interconnection service can be granted. This can
include, for example, the reconductoring of an existing line or the installation of a new line,

breakers, switches, or even substations. As part of the interconnection process, the
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transmission provider will conduct interconnection studies to identify the facilities and
upgrades—including Network Upgrades— necessary to grant the type of interconnection
service requested by the generator.

FERC has developed two types of generator interconnection service: ERIS and
NRIS. The scope of a transmission provider’s interconnection studies, and thus the scope
of the Network Upgrades potentially identified in those studies, depends on the type of
interconnection service requested by the generator.
Please describe the different types of interconnection service.
ERIS is a basic interconnection service, which allows the interconnection customer to
connect its generator to the transmission provider’s transmission system and be eligible to
deliver the generating facility’s electric output using the existing firm or non-firm capacity
of the transmission system on an as-available basis.?® An ER interconnection study
identifies only those facilities and upgrades—including Network Upgrades—necessary to
safely and reliably interconnect the generating resource to the system. We will refer to
these types of Network Upgrades as ER Network Upgrades. ER studies are not intended
to identify Network Upgrades that may be required to ensure the deliverability of the
generator’s output.

NRIS is a more comprehensive interconnection service intended to make an
interconnecting generator eligible to deliver its output to load on a firm basis.?! An NR

interconnection study starts with the same analysis as an ER study, but also includes a

20 See Order No. 2003, Appendix C at 4 (pro forma LGIP) (“Energy Resource Interconnection Service”).
21 See, e.g., Order No. 2003 at P768, P784 (“[T] he study for Network Resource Interconnection Service
identifies the Network Upgrades that are needed to allow the Generating Facility to contribute to meeting
the overall capacity needs of the Control Area or planning region whereas the study for Energy Resource
Interconnection Service does not.”).
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deliverability analysis that identifies the facilities and upgrades—including Network
Upgrades—necessary to allow the aggregate of generation in the area where the
interconnecting generator sited its project to be reliably delivered to the aggregate of load
during peak conditions.??> We will refer to the incremental additional Network Upgrades
identified in an NR study as NR, or “deliverability-driven,” Network Upgrades. NRIS
ensures that the interconnecting generator and other generators in the area can be operated
simultaneously at peak load, and that any output produced above peak load requirements
can be transmitted to another part of the system. Essentially, it ensures the interconnecting
generator’s power can flow during peak load conditions rather than being bottled up.
Securing NRIS thus operates as a prerequisite to allowing a generator to qualify for firm
network transmission service.

What is “firm network transmission service”?

Firm network transmission service (or firm network service) is a type of firm transmission
service used by utilities to integrate, economically dispatch, and regulate current and
planned resources to serve load. Firm network transmission service ensures that power can
be delivered where it is needed to reliably serve retail customers. We describe the firm
transmission service required for QF power delivery in more detail in Section V of our
testimony, in which we address Issue 2.

The term “deliverability analysis” sounds like a transmission term, rather than an
interconnection term. Is it?

No. The presence of a deliverability analysis in an NR interconnection study simply

reflects the fact that the principal purpose of NRIS is to allow a new generator’s power to

22 Order No. 2003, Appendix C at 16 (pro forma LGIP) (3.2.2.2).
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be capable of delivery to the purchasing utility’s load using firm network service on the
transmission provider’s transmission system.>* Importantly, NRIS does not ensure
physical delivery to specific loads or locations, and it does not provide delivery service
rights to specific loads or locations.”* Rather, under FERC’s pro forma OATT,
transmission service requests must be submitted and studied separately from
interconnection service requests, and additional facilities or upgrades (beyond those
identified in the interconnection studies and agreements) could be required for transmission
service to be granted.

Q. What type of interconnection service do the Joint Utilities require an Oregon QF to
obtain?

A. The Joint Utilities require a QF to obtain NRIS. A QF’s interconnection studies will
therefore identify both ER and NR Network Upgrades triggered by the QF’s
interconnection.

Is it appropriate to require a QF to obtain NRIS?

Yes. As we will explain in the second part of our testimony, NRIS is the appropriate
interconnection service for a QF. FERC has held that a purchasing utility must deliver a
QF’s power on firm transmission without curtailment (except in emergency conditions),
meaning that a QF’s interconnection can trigger the need for deliverability-related (NR)

Network Upgrades needed to effectuate that firm delivery.

2 See Standardization of Generator Interconnection Agreements and Procedures, 109 FERC q 61,287,
P69 (Dec. 20, 2004) (Order No. 2003-B) (“The name [Network Resource Interconnection Service] is
suitable given that the principal purpose of the service is to allow the Generating Facility to qualify for
designation as a Network Resource by a Network Customer.”).

24 See, e.g., QF-LGIP at 16, Section 3.2.1.2 (“Network Resource Interconnection Service in and of itself
does not convey any right to deliver electricity to any specific customer or point of delivery.”).
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Are the ER and NR Network Upgrades identified in QF interconnection studies
“necessitated by” a QF’s interconnection?

Yes. ER Network Upgrades needed to safely and reliably accommodate a QF’s physical
interconnection with the utility’s system are obviously upgrades necessitated by the QF’s

interconnection.

THE QF INTERCONNECTION PROCESS: COST DRIVERS FOR NETWORK
UPGRADES

What factors affect the level of Network Upgrades that will be needed to
accommodate a QF’s request for interconnection service?
The cost of a generator’s interconnection can vary dramatically depending on siting, load,
existing transmission system facilities, and existing generation. In some locations on a
utility’s transmission system, the cost of Network Upgrades needed to interconnect a
generating facility can be relatively low; in other locations, the costs of Network Upgrades
needed to interconnect can be significantly higher—tens of millions of dollars or more.

The level of ER Network Upgrades needed to grant a QF’s request for
interconnection service depends on the state of the facilities near the location of the QF’s
point of interconnection and what system modifications are needed to facilitate a safe and
reliable interconnection of the QF to the transmission system. In PacifiCorp’s Oregon
service territory, for example, interconnection studies for various 40 MW solar generating
resources have identified the need for ER Network Upgrades that range from $138,000 for
some generators to as high as $10,200,000 for others.

The level of NR Network Upgrades needed to grant a QF’s request for

interconnection service depends on the amount of existing generation, planned generation,
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load, existing transmission system facilities, and transmission constraint level in the area
of the transmission system in which the request for interconnection service is being made.
In areas with sufficient load to sink additional generation and/or no transmission
constraints to load, the study results may indicate very similar, or exactly the same,
requirements for either type of interconnection service (ER or NR). In other words, in
certain areas, the Network Upgrades needed for NRIS may include very few that are
incremental to those identified for ER. However, in constrained areas that cannot sink
more generation, NRIS may require additional deliverability-related Network Upgrades
beyond the ER Network Upgrades. In some areas of PacifiCorp’s system, NR Network
Upgrades for an interconnecting generator are zero; in other areas, they can be hundreds of
millions of dollars.?

Other factors, such as project size, can play a role in driving the magnitude of
interconnection costs, but the biggest factor affecting the cost of Network Upgrades is the
QF’s siting decision.

If QFs were not required to pay for the Network Upgrades necessitated by their
interconnection, what impact would that have on QFSs’ siting decisions?

If the Commission were to relieve QFs of the obligation to pay for interconnection-driven
Network Upgrades, QFs would have no financial incentive to site in a location where
Network Upgrade costs are minimized. As a result, we would likely see more QFs seeking

to site and develop projects in areas that require significant Network Upgrades to safely

25 Similarly, PGE has transmission and generation facilities that are geographically distant from PGE’s
retail load, and any interconnection request to these distant portions of PGE’s system will likely result in
significant deliverability-related Network Upgrades. For its part, [daho Power has seen a similar range of
NR Network Upgrades depending on where an interconnecting generator sites its project.

UM 2032 - Joint Utilities’ Direct Testimony



10

11

12

13

14

15

16

17

18

19

20

21

Joint Utilities/100
Vail-Bremer-Foster-Larson-Ellsworth/21

physically interconnect the new generator, or to deliver QF power from areas that may be
significantly constrained. Removing QFs’ incentives to make economical siting decisions
would likely increase—perhaps dramatically—the overall cost of transmission system
upgrades needed to interconnect and deliver QF power, and also would shift the cost of
such upgrades from QFs to other utility customers, with significant impacts to retail
customers.

What if a QF were permitted to obtain ERIS instead of NRIS? What impact would
that have on retail customers?

As we explain in more detail in Section V of our testimony, which addresses Issue 2, if a
QF is not required to pay for interconnection-driven NR Network Upgrades, the need for
those upgrades will not go away. The utility will still be required to build the Network
Upgrades needed to ensure the QF power can be reliably delivered to retail customers.
Those costs would be rolled into the utility’s transmission rate base and shared by all users
of the utility’s transmission system through increased transmission rates.

For each of the Joint Utilities, the primary user of the transmission system is the
utility’s merchant or load service function,?® whose transmission rates are paid by its
customers. Over 81 percent of PacifiCorp Transmission’s annual transmission revenue
comes from providing load service to PacifiCorp’s retail customers. Similarly, PGE
Merchant is the primary customer of PGE Transmission, holding approximately 87 percent
of the long-term transmission rights. For Idaho Power, retail customer load service

accounted for 70 percent of long-term transmission rights in 2018. Thus, any Network

26 Jdaho Power’s functional separation is different than PacifiCorp’s and PGE’s in that Idaho Power has a
transmission, merchant, and load service function. For purposes of this testimony, Idaho Power’s load
service function is comparable to PacifiCorp’s and PGE’s merchant functions.
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Upgrade costs that are not paid by QFs would be paid primarily by the utilities’ retail
customers.
In your view, is the Commission’s QF-interconnection Network-Upgrade cost-
allocation policy consistent with PURPA?
Joint Utilities’ Regulatory Witnesses discuss this issue in more detail, but our
understanding is that requiring a QF to pay for the costs of Network Upgrades necessitated
by its interconnection is mandated by PURPA’s customer indifference standard.
Moreover, the Commission’s current policy incentivizes the economically efficient
development of QFs. If Commission policy makes a QF indifferent to the cost of
accommodating its project, there would be no financial incentive for economically efficient
QF development. As a result, the overall level of Network Upgrade costs caused by QFs
and imposed on retail customers might be expected to increase in magnitude—perhaps

significantly.

TREATMENT OF NETWORK UPGRADE COSTS UNDER FERC AND PURPA

Some parties have urged the Commission to adopt FERC’s standard interconnection
policies for QFs’ interconnections. How are FERC-jurisdictional interconnections
processed differently from Oregon QF interconnections?

We are aware of two key differences related to this docket between the processing of
FERC-jurisdictional interconnections and QF interconnections. The first relates to a
generating facility’s choice of interconnection service. When a FERC-jurisdictional
generator seeks interconnection service, that customer is entitled to select either ERIS or
NRIS.

The second relates to cost-allocation for Network Upgrades. For FERC-
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jurisdictional interconnections, the cost of Network Upgrades (ER, NR, or both) are
initially funded by the generator (often called “up-front funding”), but the generator is then
paid back for the cost of Network Upgrades over time once the generator achieves
commercial operation. Specifically, Section 11.4.1 of FERC’s pro forma LGIA states that
once a generating facility is operational, the utility will reimburse the generator for the cost
of its Network Upgrades, ordinarily through receipt of transmission credits. If the
generating facility fai