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The Community Renewable Energy Association (“CREA”) respectfully submits this 

Response Brief in Phase 1 of this docket pursuant to Administrative Law Judge Kirkpatrick’s 

scheduling order dated October 5, 2011.  CREA respectfully requests that the Public Utility 

Commission of Oregon (“Commission” or “OPUC”) hold that no violation of the Public Utility 

Regulatory Policies Act of 1978 (“PURPA”) or Oregon law occurs when PacifiCorp must pay 

for third-party transmission to move Schedule 37 qualifying facility (“QF”) output from the point 

of delivery to PacifiCorp load.  CREA respectfully requests that the Commission reject 

PacifiCorp’s Advice No. 11-011 because Schedule 37 does not systematically require PacifiCorp 

to pay above the full avoided costs.  Alternatively, if the Commission determines to pursue this 

investigation further, CREA respectfully requests that the Commission develop mechanisms to 

compensate Schedule 37 QFs for PacifiCorp’s avoided interconnection and transmission costs to 

prevent PacifiCorp from compensating Schedule 37 QFs for less than PacifiCorp’s full avoided 

costs. 
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I.  PROCEDURAL BACKGROUND 
 

 On June 27, 2011, PacifiCorp filed Advice No. 11-011 seeking to revise Schedule 37. 

PacifiCorp’s revised Schedule 37 would require a QF to pay the cost of any third- party 

transmission required to move QF output from the QF’s point of delivery to PacifiCorp load.  

PacifiCorp’s proposed Schedule 37 would invalidate the contract of any QF who refused to pay 

for such third-party transmission and was unable to reach another arrangement suitable to 

PacifiCorp within 15 days of PacifiCorp identifying the “load pocket” problem.  The 

Commission held a series of public meetings addressing PacifiCorp’s request and its impact on 

individual QFs seeking contracts, and in Order No. 11-341 suspended Advice No. 11-011, 

effective August 18, 2011.  The Commission opened Docket No. UE 235 to investigate the tariff 

revisions proposed by PacifiCorp.  On October 5, 2011, Administrative Law Judge Kirkpatrick 

established a scope and briefing schedule for Phase 1 of the investigation. 

 In Phase 1, the Commission will consider whether PURPA is violated if PacifiCorp is 

required to purchase QF output at Schedule 37 rates and is required to pay for third-party 

transmission to move the output of the QF from the point of delivery to PacifiCorp load. The 

October 5 Ruling directs the parties to address three Questions Presented (set forth below), to 

identify any reliance on stipulated facts or issues, and to address the need for a second phase of 

the investigation.  

II.  PARTIES’ QUESTIONS PRESENTED AND SHORT ANSWERS 
 

1.  Is PURPA violated if PacifiCorp is required to pay Schedule 37 prices and 
PacifiCorp must also pay for third-party transmission to move QF output from the point of 
delivery to PacifiCorp load? 
 
Short Answer: No. PacifiCorp’s assumed alternatives to Schedule 37 QF energy and 
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capacity are market purchases and a natural gas fired combined cycle combustion turbine plant.  

Incremental increases in acquisition of energy and capacity from either of those QF alternatives 

would likely require acquisition of costly third-party transmission or costly upgrades to 

PacifiCorp’s own transmission system to move power to PacifiCorp’s disparate load pockets.  

That some similarly situated Schedule 37 QFs may also require PacifiCorp to acquire third-party 

transmission to move output to load does not violate PURPA.  Further, Schedule 37 QFs do not 

ever receive compensation for transmission costs Schedule 37 QFs enable PacifiCorp to avoid 

individually or in the aggregate.  The Commission would be well within its wide degree of 

discretion to conclude that the existing Schedule 37 properly implements PURPA by not 

adjusting avoided cost rates up or down for third-party and Company-owned transmission costs 

and benefits. 

2.  Is PURPA violated if PacifiCorp is required to pay Schedule 37 prices and 
PacifiCorp must also pay for third-party transmission to move QF output from the point of 
delivery to PacifiCorp load; and the cost to purchase third-party transmission service to 
move QF output to PacifiCorp load is not, in aggregate, offset by savings in third-party 
transmission service costs created by other Schedule 37 QFs? 
 
Short Answer:   Not necessarily.  The question assumes that, in the aggregate, Schedule 37 

QFs do not provide offsetting transmission benefits associated with PacifiCorp’s existing use of 

its existing transmission resources.  Even assuming no benefit to existing transmission 

arrangements, incremental QF capacity defers the need for non-QF market purchases and gas 

plant additions and the incremental transmission costs needed to move those non-QF sources to 

load.  Schedule 37 QFs receive no compensation through avoided cost rates for those actual 

avoided transmission costs.  A PURPA violation would only occur if PacifiCorp were incurring 

no additional transmission costs to bring incremental additions of market purchases and gas plant 
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output to load, and the cost to purchase third-party transmission service to move QF output to 

PacifiCorp load is not, in aggregate, offset by savings in third-party transmission service costs 

created by other Schedule 37 QFs. 

3.  Is PURPA violated if PacifiCorp is required to pay Schedule 37 prices and 
PacifiCorp must also pay for third-party transmission to move QF output from the point of 
delivery to PacifiCorp load; and the cost to purchase third-party transmission service to 
move QF output to PacifiCorp load is, in aggregate, offset by savings in third-party 
transmission service costs created by other Schedule 37 QFs? 
 
Short Answer:  No.  Under the facts assumed in the question, Schedule 37 QFs in the 

aggregate provide PacifiCorp with transmission benefits in use of its existing transmission 

arrangements which offset the additional incremental third-party transmission costs imposed by 

some Schedule 37 QFs.  In addition, under applicable Commission orders, Schedule 37 QFs do 

not receive compensation for actual avoided transmission costs associated with PacifiCorp’s 

deferred need to acquire or build additional transmission for incremental additions of its non-QF 

alternative resources.  Thus, the Commission’s adoption of Advise No. 11-011 would violate 

PURPA because Schedule 37 rates alone would provide less than the full avoided costs. 

III.  MATERIAL FACTS 

 PacifiCorp included a list of material facts in its opening brief.  CREA’s response to 

PacifiCorp’s alleged facts are set forth below (in italics with PacifiCorp’s footnotes omitted). 

Also, CREA sets forth additional material facts below, as noted: 

A. PacifiCorp’s Alleged Material Facts with CREA’s Objections Noted 

1.  PacifiCorp has an obligation under PURPA to purchase net output from QFs at 
its avoided cost.  
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 CREA agrees with the general statement of the law.  The complete statement of 
the law is that PacifiCorp has an obligation under PURPA to purchase net output from 
QFs at its full avoided costs.1

 
   

2.  Avoided cost is the cost that PacifiCorp would pay to acquire the net output from 
another source, if it did not purchase such output from the QF.  
 
 CREA agrees. 
 
3.  Power purchase agreements that have the effect of requiring PacifiCorp to pay 
more than its full avoided cost for QF output violate PURPA and are therefore void ab 
initio.  
 
 CREA disagrees that this conclusion of law is a fact.  CREA also disagrees with 
the misleading and incomplete legal conclusion.  QF contracts are not subject to later 
revision or invalidation after the time of execution, even if the actual avoided costs at the 
time of delivery differ from the rates calculated at the time of contracting.2

 
 

4.  PacifiCorp’s Oregon Tariff Schedule 37 and associated standard power purchase 
agreements set forth the terms, conditions, and pricing for PacifiCorp’s purchases in 
Oregon of net output from QFs with capacity of 10 MW or less. 
 
 CREA agrees. 
 
5.  The standard avoided cost rates established by Schedule 37 are intended to reflect 
PacifiCorp’s full avoided cost to purchase output from QFs with nameplate capacity of 
10 MW or less.  
 
 CREA agrees in part.  CREA does not agree that Schedule 37 rates reflect 
PacifiCorp’s full avoided cost rates, as explained below. 
 
6.  The rates set forth in Schedule 37 do not take into account either (a) net costs of 
third-party transmission during excess generation events; or (b) net costs of curtailment 
during excess generation events. 
 

                                                 
1  See American Paper Institute, Inc. v. FERC, 461 U.S. 402, 413, 417-18, 103 S.Ct. 1921, 1928, 1930 
(1983). 
2  New York State Electric & Gas Corp., 71 FERC ¶ 61,027, at pp. 24-26 (1995) (distinguishing Conn. Light 
& Power Co., 70 FERC 61,012 (1995)); see also, e.g., Freehold Cogeneration Assoc., L.P. v. Bd. of Regulatory 
Commnrs. of State of N.J., 44 F.3d 1178, 1192-93 (3rd Cir. 1995); Independent Energy Producers Assn., Inc. v. 
Calif. Pub. Utilities Commn., 36 F.3d 848, 858 (9th Cir. 1994); Jersey Central Power and Light Co., 73 FERC 
61,092, pp. 12-13 (1995).  
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 CREA disagrees.  Although there is no line item in Schedule 37 or the rate 
calculation to reduce the amount paid to QFs for such events, Schedule 37 rates can be 
read to take such events into account without reducing rates as suggested by PacifiCorp.3

 
 

7.  PacifiCorp’s system consists of multiple load areas-some large, some small--each 
interconnected with other PacifiCorp load areas by the high-voltage transmission system. 
Some of the interconnecting transmission paths are controlled by third parties such as 
the Bonneville Power Administration (“BPA”). PacifiCorp refers to areas that are served 
by third-party controlled transmission and have small load relative to local generation as 
“load-constrained areas”. 
 
 CREA agrees.   
 
8.  When generation, including generation from one or more Schedule 37 QFs, 
exceeds the load served by PacifiCorp in a load-constrained area, PacifiCorp must 
curtail generation or purchase point-to-point transmission service from a third party (to 
move some excess generation to other PacifiCorp load outside the load constrained 
area), or both. PacifiCorp refers to this circumstance as an “excess generation 
condition”. 
 
 CREA disagrees.  PacifiCorp’s list fails to include all possible opportunities. 
Other opportunities may include, on individual cases, coordination of QF outages with 
expected light load periods.  Also, in certain circumstances, QFs could agree to delay the 
online date of a new Schedule 37 QF until after completion of a planned transmission 
upgrade solving the “excess generation condition,” if PacifiCorp were to make the QF 
aware of that option.  In addition, “excess generation” can be sold or exchanged with 
other parties. 
 
9.  The cost of third-party transmission needed to make full use of QF net output 
depends upon the volume of net output transmitted and the transmission rates set forth in 
the third-party transmission agreement. 
 
 CREA disagrees.  There are several other factors involved in the cost of third-
party transmission “needed to make full use of QF net output,” including the success or 
failure of efforts to reduce such over-generation events as listed in CREA’s supplement 
to PacifiCorp’s Material Fact No. 8. 

                                                 
3  See 18 C.F.R. 292.304(e) (2) (iii), (iv) (describing factors to consider in setting QF rates, including QF 
contract provisions and ability to coordinate QF outages usefully with the utility’s system); PacifiCorp Schedule 37 
Standard Contract, § 6.4 (requiring, “Seller shall exercise its best efforts to notify PacifiCorp of planned outages at 
least ninety (90) days prior, and shall reasonably accommodate PacifiCorp’s request, if any, to reschedule such 
planned outage in order to accommodate PacifiCorp’s need for Facility operation”), available online at 
http://www.pacificorp.com/content/dam/pacificorp/doc/Energy_Sources/Customer_Generation/Company_Qualified
_Facility_Program_4.pdf. Also, as discussed below, PacifiCorp incurs transmission costs for its own incremental 
additions of non-QF generation, and therefore no reduction to avoided cost rates is necessary when QFs also impose 
incremental transmission costs. 

http://www.pacificorp.com/content/dam/pacificorp/doc/Energy_Sources/Customer_Generation/Company_Qualified_Facility_Program_4.pdf�
http://www.pacificorp.com/content/dam/pacificorp/doc/Energy_Sources/Customer_Generation/Company_Qualified_Facility_Program_4.pdf�
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10.  Third-party transmission agreements applicable to the Parties Questions 
Presented are: (a) the General Transfer Agreement between Bonneville Power 
Administration and PacifiCorp (BPA Contract No. DE-MS79-828P90049) dated May 4, 
1982 (the “BPA GTA”); and point-to-point transmission service agreements pursuant to 
(b) the Bonneville Power Administration's Open Access Transmission Tariff (“BPA 
OATT”); (c) the Portland General Electric Open Access Transmission Tariff (“PGE 
OATT”); and (d) the Idaho Power Company Open Access Transmission Tariff (“Idaho 
Power OATT”).   
 
 CREA disagrees.  PacifiCorp’s list of relevant transmission agreements is 
incomplete.  Every transmission agreement PacifiCorp uses to move its own generation 
and market purchases to its disparate service areas in its East and West control area is 
potentially relevant to this proceeding.  Without extensive discovery and factual inquiry, 
it would be impossible for any party other than PacifiCorp to identify the universe of 
potential transmission paths, agreements, and planned upgrades through which QF 
generation enables PacifiCorp to avoid transmission costs. 
 
11.  A copy of the relevant portions of the BPA GTA is attached as Attachment A. 
 
 CREA disagrees.  PacifiCorp has not provided the parties with the entire 
agreement, and it is therefore not possible to agree that all relevant portions are attached.  
 
12.  Copies of Attachment A-Form of Service Agreement for Firm Point-to-Point 
Transmission Service for BPA, PGE, and Idaho Power are attached as Attachment B, 
Attachment C, and Attachment D, respectively. 
 
 CREA agrees, without conceding that these are the only relevant portions of the 
applicable transmission providers’ OATTs.  
 
13.  When a QF delivers into a load-constrained area, prudent utility practice 
requires that PacifiCorp maintain transmission services into the load-constrained area 
(or local resources, if any) sufficient to serve the load-constrained area’s full 
requirements when the QF is unavailable. 
 
 CREA disagrees.  PacifiCorp has provided no evidence that prudent electric 
practice requires PacifiCorp to maintain transmission service into load constrained areas 
for the full capacity of all QFs delivering to the load pocket, or any evidence of any 
efforts to limit its expenses in this regard.   
 
14.  If PacifiCorp uses OATT transmission service to import energy into a load 
constrained area, QF deliveries to the load-constrained area do not reduce the cost of 
such service (there is no third-party transmission savings) because PacifiCorp pays the 
same whether or not it uses the OATT service.  
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 CREA disagrees.  PacifiCorp has not established that it must hold firm point to 
point OATT transmission rights for the entire year for the entire capacity of the QF.  Mr. 
Bruce Griswold’s affidavit does not address possible use of non-firm point to point 
transmission where excess transmission capacity exists, or possible use of conditional 
firm or more flexible Network Transmission rights to reduce the expense with which 
PacifiCorp is concerned.  Nor does Mr. Griswold’s affidavit establish that direct 
assignment of all costs to the QF is warranted because the firm transmission rights would 
sit idle and not be used by PacifiCorp for any other purpose when not needed for QF 
output.4

 
   

15.  If PacifiCorp uses BPA GTA transmission service to serve a load-constrained 
area, QF deliveries to the load-constrained area may reduce the 12-month ratchet 
demand (and hence reduce the cost of transmission into the load-constrained area); 
however, such reduction in costs, if any, is likely to be small and is very likely to be more 
than offset, on an aggregate basis, by the cost of point to point transmission service 
needed to export excess generation out of the load constrained area.  
 
 CREA disagrees, in part.  CREA agrees that under the plain terms of the BPA 
GTA QFs are likely to reduce PacifiCorp’s costs to serve any portion of its service 
territory for which it uses that BPA GTA (not just load constrained areas).  The rest of 
PacifiCorp’s statement is speculative and unsupported by sufficient evidence. PacifiCorp 
offered a single example of a single 9.9 MW wind project to demonstrate that in one 
instance PacifiCorp believes its third party transmission costs will increase because of the 
QF.5

 

  PacifiCorp offered no evidence regarding the aggregate third-party transmission 
savings of all existing and potential future Schedule 37 QFs across its Oregon service 
territory, against which one could conclude the Schedule 37 third-party transmission 
costs outweigh all corresponding benefits. 

16.  The amount PacifiCorp saves in Transfer Charges under the BPA GTA due to a 
QF, if any, can be determined after the fact by calculating the peak demand in the load-
constrained area with and without the QF. 
 
 CREA agrees, without conceding the BPA GTA is the only transmission 
arrangement under which PacifiCorp could recognize cost savings from QFs. 
 

                                                 
4  See generally Affidavit of Bruce Griswold (“Aff. Griswold”), OPUC Docket No. UE 235.  With regard to a 
prudency determination in rate recovery for retaining long-term transmission rights, the Commission recently stated 
it expects to see PacifiCorp provide evidence “precisely quantifying the level of benefits” provided by retaining the 
transmission rights.  See In re PacifiCorp 2012 Transition Adjustment Mechanism, OPUC Docket No. UE 227, 
Order No. 11-435, p. 26 (Nov. 4, 2011).  The assertions in Mr. Griswold’s affidavit fall far short of meeting this test.   
5  Aff. Griswold at ¶¶ 10-17.  Even PacifiCorp’s single example is facially flawed because PacifiCorp 
included in its analysis the year of 2009 when the wind QF was not yet commercially operable by the time of the 
annual load peak.  Therefore, the QF had no way to reduce third party transmission costs under the BPA GTA in one 
of the two years analyzed.  Id. at ¶ 15. 
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17.  In aggregate, third-party transmission costs associated with all Schedule 37 QFs 
exceed any third-party transmission savings associated with all Schedule 37 QFs. 
 
 CREA disagrees.   
 
18.  Direct assignment of third-party transmission costs (and benefits, if any) to 
Schedule 37 QFs does not violate PURPA or Oregon law. 
 
 CREA disagrees that this conclusion of law is a fact.  CREA disagrees with 
PacifiCorp’s legal conclusion, as explained in the Argument Section below. 
 

B. CREA’s Additional Material Facts6

 
  

1. The Commission approved methodology for standard Schedule 37 fixed rates 
requires calculation based on the alternative cost for PacifiCorp to acquire energy from 
market resources during a resource sufficiency period, and the marginal fixed and 
variable costs for a natural gas fired combined cycle combustion turbine (“CCCT”) plant 
during a resource deficiency period.7

 
   

2.   In PacifiCorp’s 2011 Integrated Resource Plan (“IRP”), PacifiCorp uses a 
transmission topology consisting of 19 bubbles (geographical areas) in its eastern control 
area and 15 bubbles in its western control area designed to best describe major load and 
generation centers, regional transmission congestion impacts, import/export availability, 
and external market dynamics. Firm transmission paths link the bubbles.8

 
   

3. PacifiCorp states that its loads are growing.9

 
   

4. PacifiCorp’s 2011 IRP states that it is currently using market purchases as one 
means to meet its growing load needs.10

                                                 
6  CREA requests that the Commission take official notice of the facts cited in the documents cited and 
attached to its legal brief.  O.A.R. 860-0001-0460.  Those officially noticeable facts set forth in CREA’s Material 
Facts are in materials which include filings with the OPUC, and rulings and reports of other regulatory agencies.  
Because PacifiCorp has had the opportunity to submit its own evidence into the record in this case, CREA 
respectfully requests that the Commission admit CREA’s attachments into the record in this case.  See State of 
Oregon v. Bellah, 242 Or.App. 73, 82, 252 P.3d 357, 362 (Or. App. 2011); Pierce Auto Freight Lines, Inc. v. Flagg, 
177 Or. 1, 40, 159 P.2d 162 (1945). 

  PacifiCorp engages in market electricity 
purchases from multiple market hubs throughout the western United States, including 
Mid-Columbia, Palo Verde, Four Corners, California-Oregon Border, Mead, Mona, the 

7  In re Staff’s Investigation into Electric Utility Purchases from Qualifying Facilities (“In re QF 
Investigation”), OPUC Docket No. UM 1129, Order No.05-584, p. 27 (May 23, 2005). 
8  See PacifiCorp’s 2011 Integrated Resource Plan (hereinafter “PacifiCorp’s 2011 IRP”), Docket No. LC 
52, pp. 157-58 (March 31, 2011) (excerpts attached).  The map is included in the attachments. 
9  Direct Testimony of Gregory Duvall, OPUC Docket No. UE 227, PPL/100, Duvall/6 (March 2011) 
(excerpts of Mr. Duvall’s testimony in UE 227 are attached). 
10  See PacifiCorp’s 2011 IRP, Docket No. LC 52, pp. 150-51. 
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California market (Cal ISO), and the Nevada-Oregon Border.  The third party 
transmission costs to move power from these hubs to load are included in Oregon 
customers’ rates.11

 
    

5.  PacifiCorp currently plans to build several additional transmission lines 
connecting the west control area (including Oregon) and other parts of its territory to 
meet its loads, expand regional resource needs, and access market resources.  
PacifiCorp’s IRP includes a map demonstrating PacifiCorp’s extensive expansions 
planned for its own transmission network, and includes as “Action Items” steps necessary 
to build six major transmission lines to link its generation resources and load sinks.12

 
   

6. PacifiCorp also must use third party transmission to connect its load and 
generation centers.  PacifiCorp’s 2010 Federal Energy Regulatory Commission 
(“FERC”) Form No. 1 shows that PacifiCorp’s 2010 total transmission expense was 
equivalent to an additional 10 percent cost over and above PacifiCorp’s 2010 total power 
production expense (including Company-generated power and purchased power).  It also 
showed that approximately 70 percent of PacifiCorp’s transmission expanse was for 
third-party transmission, and that approximately 50 percent of PacifiCorp’s transmission 
expense was for BPA transmission.  Thus, 2010 BPA transmission expenses amounted to 
an added expense equivalent to approximately 5 percent of PacifiCorp’s total power 
production expense.13

 
 

7. PacifiCorp will incur transmission costs to transmit incremental additions of 
generation to serve growing loads.  In PacifiCorp’s most-recent power cost update case, 
PacifiCorp testified that in 2011 and 2012 it will need to acquire “new transmission 
contracts to wheeling power [sic] to serve the Company’s load obligations.”14

 
   

8. PacifiCorp has several natural gas plants, including nine in Utah and two in 
Washington, but only two located in Oregon.  PacifiCorp’s two gas plants located in 
Oregon are the Hermiston plants.15

 
   

                                                 
11  See In re PacifiCorp 2012 Transition Adjustment Mechanism, OPUC Docket No. UE 227, Order No. 11-
435, at pp. 23-26 (Nov. 4, 2011) 
12  PacifiCorp’s 2011 IRP, at pp. 157-58, 262-64. 
13  PacifiCorp’s 2010 FERC Form No. 1 was filed with FERC on April 18, 2011, and can be downloaded 
online at http://www.ferc.gov/docs-filing/forms/form-1/data.asp.  The cited excerpts are attached.  The FERC Form 
No. 1, on Schedule page 321, states that PacifiCorp’s 2010 total power production expense was $1,920,145,538, and 
2010 total transmission expense was $195,628,269, which is approximately equivalent to an additional 10 percent.  
The same page also states that $136,854,649, approximately 70 percent of the transmission expense, was for 
“transmission of electricity by others.”  Schedule Page 332-332.1 shows that the payments to BPA for transmission 
totaled $97,156,076, which is over half of PacifiCorp’s 2010 total annual transmission expenses.  For description of 
FERC Form No. 1 accounts, see 18 C.F.R. Part 101. 
14  Direct Testimony of Gregory Duvall, OPUC Docket No. UE 227, at PPL/100, Duvall/20 & Exhibit 
PPL/104, Duvall/2.  A complete list of all of PacifiCorp’s existing transmission agreements with third-parties is 
contained in PacifiCorp’s FERC Form No. 1, supra note 13, at pp. 332-332.4. 
15  PacifiCorp’s 2011 IRP, Docket No. LC 52, p. 86.   

http://www.ferc.gov/docs-filing/forms/form-1/data.asp�
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9. None of PacifiCorp’s gas plants are located in an Oregon load center.  Even the 
Hermiston plants rely on transmission to serve at least two different load centers, and 
PacifiCorp is currently planning to construct a new transmission line to provide more 
transmission from the Hermiston plants to one load center.  PacifiCorp’s 2010 FERC 
Form No. 1 even states that PacifiCorp purchases transmission from the Hermiston 
Generating Company.16

 
   

10. PacifiCorp’s Schedule 37 resource sufficiency period avoided cost rates, based on 
a market resource, do not include adders to the avoided cost rate to account for avoided 
transmission costs to bring the electricity to load.17

 
 

11. PacifiCorp’s Schedule 37 resource deficiency period avoided cost rates, based on 
the gas plant costs, do not include adders to the avoided cost rate to account for avoided 
transmission costs to bring the electricity to load.18

 
 

12. The Commission determined that QFs provide the utility with capacity and should 
be compensated for that capacity even in resource sufficient periods.19

 
   

13. In the aggregate, QFs defer the need for market purchases and long-term 
generation resources.  PacifiCorp includes firm QF power purchase agreements (“PPAs”) 
in its load and resource balance for purposes of determining its capacity needs in the 
future.20

 
   

14. Schedule 37 QF capacity, in the aggregate, provides PacifiCorp with capacity that 
defers the need to acquire market resources and associated transmission rights over 
transmission owned by third parties, or upgrades to PacifiCorp’s transmission system. 
 
15. Schedule 37 QF capacity, in the aggregate, provides PacifiCorp with capacity that 
defers the need to acquire new generation resources, including gas plants, and associated 
transmission rights over transmission owned by third parties, or upgrades to PacifiCorp’s 
transmission system. 
 
16. Commission rules require Schedule 37 QFs to pay all costs for interconnection 
and associated local distribution and network upgrades to PacifiCorp’s system 
necessitated by their project, and do not include cost-sharing provisions.21

                                                 
16  Id. at p. 158; PacifiCorp’s FERC Form No. 1, supra note 13, at p. 332.1. 

 

17  See In re Staff’s Investigation into Electric Utility Purchases from Qualifying Facilities (“In re QF 
Investigation”), OPUC Docket No. UM 1129, Order No. 07-360, p. 27 (Aug. 20, 2007). 
18  See id. 
19  In re QF Investigation, Order No. 05-584, at p. 28 (With regard to resource sufficiency periods, the 
Commission stated: “We find this valuation mechanism to be appropriate given the likelihood that a utility will 
address probable gaps between increasing demand and actual resources, in the absence of incremental QF capacity, 
with purchases of energy and capacity on the market”). 
20  PacifiCorp’s 2011 IRP, Docket No. LC 52, pp. 95-96, 98, 100-02, 107. 
21  In re Rules Related to Small Generator Interconnection, OPUC Docket No. AR 521, Order No. 09-196, pp. 
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17. PacifiCorp and/or its ratepayers pay the costs of interconnection and local 
distribution upgrades, as well as any third-party transmission or upgrades to PacifiCorp’s 
transmission system, needed for utility owned generation facilities, such as a new CCCT 
gas plant. 
 
18. Commission rules allow for non-Schedule 37 QFs, exceeding 20 MW in size, to 
obtain a refund for network transmission upgrades to PacifiCorp’s system if the QF can 
prove the upgrade will provide system-wide benefits.22

 
 

19. Under PacifiCorp’s OATT, non-PURPA independent developers interconnecting 
to PacifiCorp’s system may receive a refund for transmission upgrades to PacifiCorp’s 
system required for their interconnection and delivery.23

 

  PacifiCorp and its ratepayers 
pay these refunds.  

IV. ARGUMENT 

A. FERC’s PURPA regulations require the Commission to set Schedule 37 rates at the 
 full avoided costs, including avoided transmission costs. 
 
 The mandatory purchase provisions of PURPA require electric utilities to purchase power 

produced by cogenerators or small power producers that obtain status as a QF.  16 U.S.C. § 

824a-3(a)(2). PURPA directed the FERC to implement regulations “necessary to encourage 

cogeneration and small power production.”  16 U.S.C. § 824a-3(a).  PURPA directed FERC to 

implement regulations that would insure the rates for QF purchases met the following guidelines: 

[T]he rates for such purchase—  
 
 (1) shall be just and reasonable to the electric consumers of the electric 
utility and in the public interest, and  
 
 (2) shall not discriminate against qualifying cogenerators or qualifying 
small power producers.  
 

                                                                                                                                                             
4- 5 (June 8, 2009). 
22  In re Investigation into Interconnection of PURPA Qualifying Facilities Larger than 20 Megawatts, OPUC 
Docket No. UM 1401, Order No. 10-132, pp. 3-4 (April 7, 2011). 
23  See Standardization of Small Generator Interconnection Agreements and Procedures, FERC Docket No. 
RM02-12, Order No. 2006, at ¶ 40, (May 12, 2005) (addressing Small Generator Interconnection Agreements and 
cross referencing same rule in Order No. 2003 regarding Large Generator Interconnection Agreements). 



 
UE 235 - PHASE 1 
OPENING BRIEF OF THE COMMUNITY RENEWABLE ENERGY ASSOCIATION 
PAGE 13 
 

 

No such rule prescribed under subsection (a) of this section shall provide for a 
rate which exceeds the incremental cost to the electric utility of alternative electric 
energy.   
 
16 U.S.C. § 824a-3(b). 
 

 FERC determined QFs are entitled to long-term contract rates set at the utilities’ full 

avoided costs, not some lesser amount.  See 18 C.F.R. § 292.304(a); Small Power Production 

and Cogeneration Facilities; Regulations Implementing Section 210 of the Public Utility 

Regulatory Policies Act of 1978, 45 Fed. Reg. 12,214, 12,222-12,223 (Feb. 25, 1980).  The 

United States Supreme Court unanimously affirmed FERC’s full avoided cost rule. American 

Paper Institute, Inc. v. FERC, 461 U.S. 402, 413, 417-18, 103 S.Ct. 1921, 1928, 1930 (1983).  

PURPA directs the state public utilities commissions to implement FERC’s PURPA regulations.  

16 U.S.C. § 824a-3(f); see also O.R.S. 758.505 et seq.  Thus, state utility commissions must set 

rates that are no less than the utility’s full avoided costs, yet do not exceed the utility’s full 

avoided costs.   

 In determining the full avoided costs, FERC’s regulations set forth several relevant 

factors a state commission should consider, to the extent practicable.  18 C.F.R. 292.304(e).  

Relevant to this case, those factors include: 

 (2) The availability of capacity or energy from a qualifying facility during the 
system daily and seasonal peak periods, including: 
       * * * 
         (vi) The individual and aggregate value of energy and capacity from      
         qualifying facilities on the electric utility’s system; and  
       (vii) The smaller capacity increments and the shorter lead times available  
         with additions of capacity from qualifying facilities; and 
    (3) The relationship of the availability of energy or capacity from  the 
qualifying facility as derived in paragraph (e)(2) of this section,  to the ability of 
the electric utility to avoid costs, including the  deferral of capacity additions and 
the reduction of fossil fuel use; and 
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    (4) The costs or savings resulting from variations in line losses from those that 
would have existed in the absence of purchases from a qualifying facility, if the 
purchasing electric utility generated an  equivalent amount of energy itself or 
purchased an equivalent amount of electric energy or  capacity. 
 
18 C.F.R. 292.304(e)(2)-(4) (emphasis added). 

 
 
These regulations call for inclusion of avoided transmission costs that a particular utility may 

realize from the aggregate incremental additions of QF capacity that allow it to defer resources 

that would use more costly transmission arrangements.   

 FERC directly so held in Calif. Pub. Util. Commn., 133 FERC ¶ 61,059 (2010).  There, 

the California Public Utility Commission (“CPUC”) asserted that “for CHP systems located in 

transmission constrained areas, a permissible component of the avoided cost consideration 

should be a 10 percent price ‘adder’ (or location ‘bonus’) to reflect the avoided costs of 

construction of distribution and transmission upgrades that would otherwise be needed.”  133 

FERC ¶ 61,059, ¶ 31.  FERC held “if the CPUC bases the avoided cost ‘adder’ or ‘bonus’ on an 

actual determination of the expected costs of upgrades to the distribution or transmission system 

that the QFs will permit the purchasing utility to avoid, such an ‘adder’ or ‘bonus’ would 

constitute an actual avoided cost determination and would be consistent with PURPA and our 

regulations.”  Id.   

B. The Oregon Commission has determined that PacifiCorp should not adjust 
 Schedule 37 QF rates to account for transmission costs and benefits because 
 allowing for such adjustments would undermine transparency, simplicity, timeliness 
 and economy of the standard contracting process. 
 
 In Docket No. UM 1129, the Commission conducted extensive investigations into QF 

rates and contracts, and devised Oregon’s current QF scheme, including PacifiCorp’s Schedule 

37 for standard QFs sized 10 MW or less.  PacifiCorp proposed pricing flexibility for certain 
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project-specific characteristics, such as integration costs, debt imputation, or commercial or 

operational costs associated with intermittent QFs.  See In re Staff’s Investigation into Electric 

Utility Purchases from Qualifying Facilities (“In re QF Investigation”), OPUC Docket No. UM 

1129, Order No.05-584, pp. 38-39 (May 23, 2005).  The Commission noted that it had 

incorporated limited adjustments, including seasonality and on-peak and off-peak price 

adjustments. Id. at p. 39.  But the Commission determined “further flexibility in negotiating the 

terms of a standard contract would fundamentally undermine the purposes and advantages of 

standard contracts . . . .”  Id.  “Standard contracts are designed to minimize the need for parties to 

engage in contract negotiations.”  Id.  “It is inappropriate to request that standard contracts be 

subject to potential negotiation to address project specific characteristics.”  Id.   

 The Commission has similarly determined that Schedule 37 QFs may receive no credit on 

top of the published rates for avoided transmission and distribution costs that the QF’s point of 

delivery would allow the utility to realize.  See In re Staff’s Investigation into Electric Utility 

Purchases from Qualifying Facilities (“In re QF Investigation”), OPUC Docket No. UM 1129, 

Order No. 07-360, p. 27 & Attachment A, Guideline 14 (Aug. 20, 2007).  Indeed, the 

Commission’s rules even require any Schedule 37 QFs imposing additional interconnection and 

network transmission costs to pay for all such costs without providing an opportunity to show 

entitlement to refunds for upgrades benefiting the transmission system.  CREA Material Facts, 

No. 16. 

 In contrast, for QFs over 10 MW, the Commission specifically allowed for adjustment to 

QF contract rates for project specific characteristics such as transmission benefits. See In re QF 

Investigation, OPUC Order No. 07-360, p. 27 & Attachment A, Guideline 14.  There, the 
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Commission stated that for large QFs “avoided [transmission and distribution] costs should be 

taken into account in determining avoided costs.”  Likewise, QFs over 20 MW pay the upfront 

costs for transmission upgrades needed for their projects, but receive a refund if they can 

demonstrate a system-wide benefit.  CREA Material Facts, No. 18. 

 In short, the Commission has a policy that transparency and simplicity for standard 

Schedule 37 contracts warrant assuming that the aggregate project specific costs balance out with 

the aggregate project specific benefits, and adjustments in pricing up or down for transmission 

are not warranted. 

C. Under normal circumstances – where no third-party transmission is required for 
 QF output – Schedule 37 QFs are not compensated for the full  avoided costs 
 because Schedule 37 QFs are not compensated for any avoided transmission costs. 
 
  PacifiCorp relies heavily on transmission to string together its disparate load pockets 

spanning several states.  PacifiCorp’s 2011 IRP demonstrates this fact well with a dizzying 

display of the various Company-owned and third-party transmission paths PacifiCorp must use 

to move electricity between the Company’s 19 load and generation “bubbles” in its eastern 

control area and the 15 “bubbles” in its western control area.  CREA Material Facts, No. 2.  

PacifiCorp’s transmission expense for 2010 was approximately equivalent to a 10 percent added 

cost to its total power production costs.  Id. at No. 6.  The 2010 costs for BPA transmission alone 

were equivalent to approximately a 5 percent cost adder.  Id. 

 PacifiCorp is currently acquiring additional third-party transmission rights, or self-

building its own costly new transmission facilities, to serve growing loads with generation from 

market purchases and gas plants.  See id. at Nos. 2-5, 7-9.  The map in PacifiCorp’s IRP showing 

PacifiCorp’s needed transmission upgrades and PacifiCorp’s own testimony in its recent power 
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cost update docket undeniably demonstrate these facts.  Id. at Nos. 2, 7.  According to 

PacifiCorp’s own IRP, QFs’ capacity in the aggregate defers the need for incremental additions 

of non-QF alternatives and the associated incremental transmission costs.  Id., at No. 13.   

 QFs using PacifiCorp’s existing distribution and transmission facilities, or paying for the 

network upgrades to PacifiCorp’s transmission system themselves, therefore allow PacifiCorp to 

avoid the transmission costs it would incur in procuring alternative incremental capacity.  QFs 

requiring PacifiCorp to purchase no additional third-party transmission impose no transmission 

costs on PacifiCorp.  See PacifiCorp’s Opening Brief (Phase One), at p. 12 (“in a non-load 

constrained area, PacifiCorp Merchant uses network transmission service and there is no 

additional cost to move QF output to load”).  PacifiCorp itself acknowledges QFs reduce its 

existing transmission expenses.  See PacifiCorp’s Opening Brief (Phase One), at p. 8 (“the QF 

reduces the energy PacifiCorp needs to import using transmission service from BPA to the 40 

MW load pocket, and may reduce PacifiCorp’s BPA GTA transmission costs into the load 

pocket”).  There is no question that QFs reduce PacifiCorp’s costs under existing transmission 

arrangements like the BPA GTA.  But more importantly QF capacity in the aggregate also allows 

PacifiCorp to avoid transmission expenses it would otherwise incur in acquiring the assumed 

alternatives to Schedule 37 QF output – market purchases or CCCT additions.   

 In an analogous situation, the Idaho Public Utilities Commission imposed an avoided 

transmission expense as a component of PacifiCorp’s avoided cost rates at a time when the 

avoided resource was a surrogate Wyoming coal plant that would rely upon costly transmission 

to reach loads in Idaho.  In re Investigation and Determination of Utility Specific Variables for 

the Setting of Avoided Cost Rates and the Establishment of Such Rates for PacifiCorp (“In re 
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PacifiCorp’s Idaho QF Rates”), Idaho PUC Case No. PPL-E-89-3/UPL-E-89-5, Order No. 

23358, pp. 11-16 (October 1, 1990).24

 Yet no Schedule 37 QFs’ rates include any additional compensation for avoided 

transmission costs.  See In re QF Investigation, OPUC Order No. 07-360, p. 27.  PacifiCorp 

obviously will acquire additional third-party or newly built Company-owned transmission to 

make use of the assumed non-QF alternatives at its various load pockets.  To ignore this fact 

results in under-compensation of Schedule 37 QFs under normal circumstances where the QFs 

require no additional third-party transmission from the point of delivery to PacifiCorp load.  18 

C.F.R. 292.304(e)(2)-(4); Calif. Pub. Util. Commn., 133 FERC ¶ 61,059, ¶ 31.  Such under-

compensation to Schedule 37 QFs violates PURPA by providing less than the full avoided cost 

rates.  See Whitehall Wind, LLC v. Montana Pub. Service Commn., 355 Mont. 15, 21, 223 P.3d 

907, 911 (2010) (reversing state commission determination of avoided costs because record on 

the whole demonstrated rates relying on stale data were below the actual avoided costs).   

  In that case, the Idaho Commission found that it was 

appropriate to consider PacifiCorp’s entire integrated system for determining the amount and 

cost of avoidable transmission associated with the avoided coal plant, and calculated an avoided 

transmission cost adder which it incorporated into the QF rates.  Id.   

 The Commission’s orders also under compensate Schedule 37 QFs by requiring any 

Schedule 37 QFs imposing interconnection and transmission costs to pay for all such costs when 

PacifiCorp would pay for similar upgrade costs required by alternative sources of generation.  

Compare CREA Material Facts, Nos. 16-19, with In re NorthWestern Energy’s Application for 

Approval of Avoided Cost Tariff for New Qualifying Facilities, Montana PSC Docket No. 

                                                 
24  For the Convenience of the Commission and other parties, CREA has attached this ruling. 
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D2010.7.77, Order No. 7108e, p. 32, ¶ 84 (Oct. 19, 2011)25

 With the ample publicly available evidence of costly transmission necessary to serve 

PacifiCorp’s Oregon loads with incremental additions of the assumed non-QF alternatives, the 

Commission should hold that Schedule 37 QFs imposing no incremental third-party transmission 

costs are not compensated for the full avoided costs. 

 (stating NorthWestern Energy 

“improperly sought to assign all network upgrade costs to the QF instead of the amount of those 

costs that exceeded what [NorthWestern Energy] otherwise would incur to connect its avoidable 

resource”). 

C. PacifiCorp has failed to identify a “systematic” overpayment to QFs that would 
 constitute a violation of PURPA. 
 
 PacifiCorp incorrectly asserts that there is a “systematic” flaw with Schedule 37 because 

PacifiCorp has had to purchase third-party transmission to move QF output out of a single load 

pocket.  PacifiCorp’s argument ignores that PacifiCorp must acquire incremental amounts of 

third-party transmission, or costly upgrades to its own transmission system, to enable use of non-

QF resources.  PacifiCorp’s argument therefore fails.  

 The situation here is analogous to that in S. Cal. Edison Co. v. Pub. Util. Commn. of Cal., 

128 Cal. App. 4th 1 (Cal. Ct. App. 2005) (“Edison II”).  There, the CPUC found that the utility’s 

evidence “only demonstrates that during some periods SRAC formula costs exceeded spot 

market costs.”  Id. at 11.  The Edison II court agreed with the CPUC that such evidence did not 

demonstrate the formula was “systematically exceeding avoided costs in violation of PURPA, 

and the evidence in the proceeding does not show systematic and continuously excessive prices.”  

                                                 
25  Available online at http://psc.mt.gov/Docs/ElectronicDocuments/.  

http://psc.mt.gov/Docs/ElectronicDocuments/�
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Id.  Because the utility provided no proof that the avoided cost rates systematically exceeded 

actual avoided costs, the CPUC acted within its discretion.  Id.  

 Here too, PacifiCorp has simply failed to show that there is a systemic overpayment of 

Schedule 37 QFs.  Determining PacifiCorp’s precise avoided transmission costs and expenses 

related to QFs is obviously a very complex question regarding materials solely within 

PacifiCorp’s possession.  PacifiCorp should bear a heightened burden to demonstrate that the 

limited costs it has identified outweigh the system-wide, aggregate benefits of Schedule 37 

QFs.26

 Further, PacifiCorp primarily relies upon a single, entirely distinguishable case.  See S. 

Cal. Edison Co. v. Pub. Util. Commn. of Cal. (“Edison I”), 101 Cal. App. 4th 384 (Cal. Ct. App. 

2002).  The actual facts of that case are quite instructive and useful here.  The CPUC had 

determined to update stale line loss figures in its avoided cost rates, and ultimately relied upon 

the generation meter multiplier method (“GMM”) devised by the California Independent System 

Operator (“ISO”).  Id. at 393-94.  The CPUC stated the advantages of the GMMs: 

  It is without merit for PacifiCorp to speculate with the data provided in this case so far – 

regarding the single 9.9 MW Three Mile Canyon wind project in perhaps the Company’s most 

load constrained load pocket – that in the aggregate QFs impose costs for third-party 

transmission that outweigh QF transmission benefits.  See PacifiCorp’s Opening Brief (Phase 

One), at p. 8 & n.21; Aff. Griswold at ¶¶ 10-17.  PacifiCorp has provided no evidence or even 

argument regarding system-wide benefits of deferred transmission acquisitions to demonstrate its 

point.   

                                                 
26  The Commission recently imposed a heightened burden on PacifiCorp in a similar context where 
PacifiCorp possessed the complex materials relevant to an issue.  See In re PacifiCorp 2012 Transition Adjustment 
Mechanism, Order No. 11-435, at p. 23 (“Because the company has control of the complex modeling and better 
access to the details and choices behind it, we expect the company to provide excellent reasons for its modeling 
choices.”). 
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1. GMMs have been developed and are calculated by the ISO, a neutral, 
knowledgeable party; 2. GMMs are specific to individual QFs, and consequently 
more accurate than any single number applied to all QFs; 3. GMMs vary by hour, 
and thus more accurately reflect the impact on line losses; 4. GMMs have been 
developed expressly to calculate the impact on system line losses due to power 
inputs from a given generator; 5. GMMs are being used by the market for 
purposes of calculating line losses; and 6. GMMs are readily available, and 
practical. 
 
Id. at 395 (emphasis added). 
 

Over the objection of a QF, the Edison I court held that the CPUC had properly adopted the 

GMM line loss method.  Id. at 396.  However, the CPUC had also found that “societal benefits 

associated with resource diversity and environmentally preferred energy production offered by 

renewable resources merits special treatment for renewable QFs,” and thus adopted a “floor for 

the [Transmission Loss Factor] of 0.95 for QFs relying on renewable resources . . . .” Id.  The 

Edison I court held that setting an arbitrary floor on the transmission loss factors for renewable 

QFs required utilities to pay above the avoided cost rates, and therefore violated PURPA.  Id. at 

398-99. 

 Here, the Commission’s current policy does not impose an arbitrary floor on transmission 

costs to promote “societal” benefits, and PacifiCorp has proposed no alternative formula devised 

by a neutral third party to precisely and easily calculate the transmission costs and benefits in 

each individual case.  Rather, the Commission has determined that calculating the precise 

transmission costs and benefits for incremental QF additions to PacifiCorp’s system will require 

fact specific inquiry in each individual case, and that such inquiry would defeat the purpose of 

standard contracts.  In re QF Investigation, OPUC Order No. 05-584, at pp. 38-39.  Unlike 

promotion of “societal” benefits in Edison I, the Commission’s stated purpose of reducing 

transaction costs for small QFs taking standard Schedule 37 rates is entirely consistent with 
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FERC’s directives.  See 45 Fed. Reg. at 12,223-24 (promulgating 18 C.F.R. § 292.304(c) to 

require standard rates that will reduce transaction costs for small QFs).  FERC stated, “To the 

extent that . . . aggregate capacity value can be reasonably estimated, it should be reflected in 

standard rates.”  45 Fed. Reg. at 12,224.  The Commission’s policy does just that – considers the 

aggregate capacity value that Schedule 37 QFs provide and allows small QFs to avoid the 

expense of negotiating precise avoided cost rate increases or decreases related to their individual 

project specifics.   

 PacifiCorp’s use of its Company-owned and third-party transmission is at least as 

complicated as the line losses issue in Edison I.  If PacifiCorp wished to make the facts 

analogous to those in Edison I, PacifiCorp should engage a neutral third party to devise a 

formula calculating the precise transmission costs and benefits of incremental QF additions at 

each potential point of delivery in Oregon.  CREA would welcome such an approach.  But 

instead PacifiCorp has identified a small handful of QFs that require the purchase of third-party 

transmission and attempted to impute PacifiCorp’s flawed transmission cost-benefit analysis for 

those QFs to all other Schedule 37 QFs in the aggregate.  PacifiCorp completely ignores that all 

Schedule 37 QFs enable it to avoid transmission costs.  That PacifiCorp may incur some 

additional third-party transmission expense for a few Schedule 37 QFs does not constitute a 

PURPA violation because PacifiCorp’s assumed alternatives to QF resources will also use ample 

third-party transmission, or PacifiCorp’s own costly transmission system upgrades.  PacifiCorp 

has failed to demonstrate the likelihood of a systematic PURPA problem ever arising. 
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D. The Commission should exercise its “wide discretion” to dismiss Advise No. 11-011, 
 or, alternatively, require a mechanism compensating Schedule 37 QFs for avoided 
 transmission costs. 
 
 PURPA and FERC’s regulations delegate to state commissions the difficult task of 

precisely valuing the rates paid to QFs at no more and no less than the utility’s full avoided costs.  

Precisely valuing QF output is difficult, particularly when setting standard rates pursuant to 18 

C.F.R. § 292.304(c) for Schedule 37 QFs that should be applicable without extensive project-

specific negotiations.  It is reasonable therefore that FERC has ruled that state regulatory 

authorities “are to be accorded a ‘wide degree of latitude’ in order to accommodate ‘local 

interests and concerns.’” Cogeneration Coalition of America, Inc., 61 FERC ¶ 61,262, p. 9 

(1992) (internal quotation omitted); see also Metropolitan Edison Co., 72 FERC 61,269 (1995), 

grant’g clar. and den’g reh’g (rejecting challenge to state avoided cost determination, and 

stating “we see no reason to second guess the findings of the Pennsylvania Commission in this 

regard”).   

 The Commission’s policy of not allowing adjustment up or down for the standard rates in 

Schedule 37 QF contracts for transmission expenses is reasonable, and well within the 

Commission’s wide degree of discretion.  If PacifiCorp wished to challenge that policy, the time 

to do so was during UM 1129, not as a subsequent collateral challenge muddying the waters for 

Schedule 37 QFs currently seeking contracts.  On the record in this case, the Commission has the 

authority to reject PacifiCorp’s proposed revisions to Schedule 37, and CREA respectfully 

requests that the Commission do so.   

 Alternatively, if the Commission resolves to allow PacifiCorp to assign third-party 

transmission charges to Schedule 37 QFs, the Commission should also require PacifiCorp to 
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compensate Schedule 37 QFs for the avoided transmission costs they obviously allow PacifiCorp 

to realize.  Pub. Service Co. of Colo. v. Public Util. Commn. of State of Colo., 687 P.2d 968, 974 

(Colo. 1984) (affirming state commission’s inclusion of capacity payment in avoided cost rates 

because utility’s own resource plan showed utility needed additional capacity); In re 

PacifiCorp’s Idaho QF Rates, Idaho PUC Order No. 23358, pp. 11-16.  PacifiCorp’s proposal 

would only consider transmission costs and benefits of Schedule 37 QFs when doing so will 

reduce Schedule 37 rates.  That is simply unfair.   

 If the Commission proceeds further, adequate procedural timelines and Commission Staff 

resources will be necessary to fully address the question of all Schedule 37 QF transmission 

costs and benefits.  The result should include an avoided transmission adder to account for the 

aggregate impact of QFs that defer the need for additional transmission for PacifiCorp’s 

avoidable resources.  The Commission should also require PacifiCorp to include information in 

its tariffs describing how much QF output it can absorb at each load pocket without the need for 

third-party transmission, and conversely points of delivery where a Schedule 37 QF would 

receive an avoided transmission cost adder.  Such publicly available information would allow 

small QFs to locate their projects in a manner that would most effectively utilize PacifiCorp’s 

existing transmission system, and provide the transparency needed to reduce the transaction costs 

for small QFs.  If the Commission proceeds further, it should leave its current policy in place 

pending completion because PacifiCorp has not demonstrated that in the aggregate, or 

“systematically,” Schedule 37 QF transmission costs outweigh the obvious transmission benefits. 

V. CONCLUSION 

 CREA respectfully requests that the Public Utility Commission of Oregon hold that no 
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violation of the Public Utility Regulatory Policies Act of 1978 or Oregon law occurs when 

PacifiCorp must pay for third-party transmission to move Schedule 37 qualifying facility output 

from the point of delivery to PacifiCorp load.  CREA respectfully requests that the Commission 

reject PacifiCorp’s Advice No. 11-011 because Schedule 37 does not systematically require 

PacifiCorp to pay above the full avoided costs.  Alternatively, if the Commission decides to 

further pursue this investigation, CREA respectfully requests that the Commission develop 

adequate mechanisms to compensate Schedule 37 QFs for avoided interconnection and 

transmission costs to prevent PacifiCorp from systematically compensating Schedule 37 QFs for 

less than the full avoided costs. 

 
RESPECTFULLY SUBMITTED this 17th day of November 2011. 
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      /s/ Gregory M. Adams  
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