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BEFORE THE PUBLIC UTILITY COMMISSION
 OF OREGON

UM 1129

In the matter of:
Investigation Related to Electric Utility
Purchases from Qualifying Facilities

OPENING POST-HEARING BRIEF
OF THE FAIR RATE COALITION

I. INTRODUCTION.

T h e  F R C  c o n s is ts  o f  n o n - u t i l i t y  o w n e r s  o f  o p e r a t in g

h y d r o e le c t r ic  fa c i l i t ie s  w ith  in s ta l le d   c a p a c i t ie s  g e n e r a l ly

u n d e r  5 0 0  k i lo w a t ts ,  a n d  th o s e  w h o  h a v e  a  c o m m u n ity  o f

in te r e s t  w i th  o th e r  e x is t in g  a n d  e m e r g in g  s m a l l  p r o d u c e r s  o f

r e n e w a b le  e n e r g y .   T h e  m e m b e r s  w h o  te s t i f ie d ,  S te v e

S a n d e rs ,  D o u g  P e g a r ,  T o n i R o u s h  a n d  L o y d  F e r y  a r e  a l l

o w n e r s /o p e r a to r s  o f  a  " s m a l l  p o w e r  p r o d u c t io n  fa c i l i t y "  - -  o n e

w ith  a  p r o d u c t io n  c a p a c i ty  o f  n o  m o r e  th a n  8 0  m e g a w a t ts

( M W )  a n d  u s e s  a s  a  p r im a r y  e n e r g y  s o u r c e  r e n e w a b le

r e s o u r c e s  s u c h  a s  w in d ,  w a te r  o r  s o la r  e n e r g y  to  p r o d u c e

e le c t r ic  p o w e r .  1 6  U S C  §  7 9 6 ( 1 7 ) ( A ) .   

II. FRC ISSUES.

A . T h e  F R C  r e l ie s  u p o n  th e  te s t im o n y  s u b m it te d  b y  S ta f f

a n d  S h e r m a n  C o u n ty  a n d  i t s  e x p e r ts  fo r  g u id a n c e  in

d e te r m in in g  a v o id e d  c o s ts  in  th is  p r o c e e d in g .  

B . S in c e  a l l  o f  th e  c u r r e n t  F R C  p a r t ic ip a n ts  a r e  w h a t

m ig h t  b e  v ie w e d  a s  m ic r o -  o r  m in i- p r o d u c e r s ,  th e y  ta k e

n o  p o s i t io n  o n  th e  s iz e  th r e s h o ld  fo r  s ta n d a r d  r a te s ,

n o t in g  th a t  i t  c a n  w e l l  b e  g r e a te r  th a n  th e  p r e s e n t
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th r e s h o ld .   

C . F o r  th e  r e a s o n s  s e t  o u t  in  th e ir  te s t im o n y ,  P e g a r ,

S a n d e r s ,  R o u s h  a n d  F e r y  fa v o r  th e  lo n g e s t  r e a s o n a b le

t im e  d u r a t io n  fo r  c o n t r a c t  te r m s .

D . F R C  u r g e s  th a t  th e  s m a l l  p r o d u c e r s  n o t  b e  o b l ig a te d  to

c a r r y  in s u r a n c e .

E . T h e y  d e v o te  th e  m a jo r i t y  o f  th is  b r ie f  to  d is c u s s io n  o f

th e  p r o p o s e d  " a d d e r "  o r  " k ic k e r "  o f  .5  to  1 .5  m i l ls  th e y

p r o p o s e  

1 . In  r e c o g n it io n  o f  th e  r e l ia n c e  th e y  p la c e d  u p o n

P U R P A  a n d  O r e g o n  la w s ,  u t i l i t y  p r o m is e s  a n d

e a r l ie r  d e c is io n  o f  th e  C o m m is s io n ,  in  d e v e lo p in g

a n d  m a in ta in in g  th e ir  fa c i l i t ie s ;  a n d ,

2 . T h e y  p r o p o s e  th e  a d d e r  o f  .5  to  1 .5  m i l ls  a s  a  fa ir

s u r r o g a te  th e  a v o id e d  c o s t  fo r  th e  b e n e f i t s  th a t

s m a l l  p r o d u c e r s  c o n fe r  u p o n  r a te p a y e r s  a n d  th e

c o m m u n ity  in  g e n e ra l .

III. FRAMEWORK.

T h e  P u b l ic  U t i l i t y  R e g u la to r y  P o l ic ie s  A c t  o f  1 9 7 8

( " P U R P A " ) ,  w a s  p a s s e d  to  e n c o u r a g e  th e  c o n s e r v a t io n  o f

fo s s i l  fu e ls  a n d  p r o m o te  th e  d e v e lo p m e n t  o f  n e w  g e n e r a t in g

fa c i l i t ie s  w ith  " e q u ita b le  r a te s "  fo r  c o n s u m e r s .   North Star Steel Co.

v. US,   5 8  F e d  C l 7 2 0 ,  7 2 4  ( 2 0 0 3 ) .   Q u a l i f y in g  fa c i l i t y  ( Q F )

s ta tu s  o f  a  s m a l l  p o w e r  p r o d u c in g  fa c i l i t y  is  a  c r e a tu r e  o f  T i t le

I I ,  w h ic h  r e f le c ts ,  p r e d o m in a n t ly ,  " s o l ic i tu d e  fo r  c e r ta in  ty p e s
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o f  p r o d u c e r s  r a th e r  th a n  fo r  th e  c o n s u m e r s  w h o  m u s t  p a y

th e ir  r a te s . "   Connecticut Valley Elec. Co., Inc. v. FERC,  2 0 8  F 3 d  1 0 3 7

( D C  C ir  2 0 0 0 ) ;  P U R P A ,  1 6  U S C  § §   8 2 4 a - 3 ,  2 6 1 1 .   F R C 's

p r o p o s e d  m o d e s t  a d d e r  is  de minimis,  th u s  d o e s  n o t  v io la te  a n y

m a n d a te  to  p r o te c t  c u s to m e r s ,  fu r th e r s  th e  c o n g r e s s io n a l

in te n t  to  e n c o u r a g e  d iv e r s e  a n d  n o n - a g g r e g a te d  p o w e r

p r o d u c t io n ,  a n d  h o n o r s  th e  c o n g r e s s io n a l in te n t  to

g r a n d fa th e r - in  th o s e  w h o  r e l ie d  u p o n  P U R P A  in  v a r io u s

c o n te x ts .

 C o n g r e s s 's  r a t io n a le  fo r  i t s  c o n c e r n  fo r  s m a l l  p o w e r

p r o d u c e r s  a n d  c o - g e n  w a s  e x p la in e d  b y  th e  F E R C  in  1 9 9 5 :

W h e n  C o n g r e s s  e n a c te d  P U R P A  in  1 9 7 8 ,  th e r e  w a s
v e r y  l i t t le  n o n - u t i l i t y  g e n e r a t io n .   In  1 9 7 8  v ir tu a l ly  a l l  n e w
g e n e r a t in g  c a p a c i ty  w a s  p r o v id e d  b y  t r a d i t io n a l  e le c t r ic
u t i l i t ie s .   In  fa c t ,  o n e  o f  th e  p r in c ip a l  r e a s o n s  C o n g r e s s
a d o p te d  s e c t io n  2 1 0  o f  P U R P A  w a s  b e c a u s e  e le c t r ic
u t i l i t ie s  h a d  r e fu s e d  to  p u r c h a s e  p o w e r  f r o m  n o n - u t i l i t y
p r o d u c e r s .   In  c o n t r a s t  to  1 9 7 8 ,  n o n - t r a d i t io n a l  p r o d u c e r s ,
in c lu d in g  Q F s ,  n o w  p r o v id e  w e l l  in  e x c e s s  o f  h a lf  o f  a l l
n e w  g e n e r a t in g  r e s o u r c e s ,  a n d  th e  C o m m is s io n  h a s
d e te r m in e d  th a t  th e r e  is  n o  lo n g e r  a n y  d o m in a n c e  in  th e
p r o v is io n  o f  n e w  g e n e r a t in g  c a p a c i ty .

Re Southern California Edison Company,  Re San Diego Gas and Electric

Company,   7 0  F E R C  ¶  6 1 ,2 1 5 ,  1 9 9 5  W L  1 6 9 0 0 0  ( 1 9 9 5 ) .

 F E R C  r u le s  s p e c i fy  th a t  in  d e te r m in in g  a v o id e d  c o s ts  th e

fo l lo w in g  fa c to r s  s h a l l  b e  ta k e n  in to  a c c o u n t  to  th e  e x te n t

p r a c t ic a b le :  

( 2 )  T h e  a v a i la b i l i t y  o f  c a p a c i ty  o r  e n e r g y  f r o m  a  q u a l i f y in g
fa c i l i t y  d u r in g  th e  s y s te m  d a i ly  a n d  s e a s o n a l p e a k
p e r io d s ,  in c lu d in g :  

( i )  T h e  a b i l i t y  o f  th e  u t i l i t y  to  d is p a tc h  th e
q u a l i f y in g  fa c i l i t y ;  
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( i i )  T h e  e x p e c te d  o r  d e m o n s t r a te d  r e l ia b i l i t y  o f
th e  q u a l i f y in g  fa c i l i t y ;  

. . . .  
( v i )  T h e  in d iv id u a l a n d  a g g r e g a te  v a lu e  o f
e n e r g y  a n d  c a p a c i ty  f r o m  q u a l i f y in g  fa c i l i t ie s  o n
th e  e le c t r ic  u t i l i t y 's  s y s te m ;   a n d  

. . . .  

( 3 )  T h e  r e la t io n s h ip  o f  th e  a v a i la b i l i t y  o f  e n e r g y  o r
c a p a c i ty  f r o m  th e  q u a li f y in g  fa c i l i t y  a s  d e r iv e d  in
p a r a g r a p h  ( e ) ( 2 )  o f  th is  s e c t io n ,  to  th e  a b i l i t y  o f  th e
e le c t r ic  u t i l i t y  to  a v o id  c o s ts ,  in c lu d in g  th e  d e fe r r a l  o f
c a p a c i ty  a d d it io n s  a n d  th e  r e d u c t io n  o f  fo s s i l  fu e l  u s e .  

 1 8  C F R  §  2 9 2 .3 0 4 ( e ) ( 2 ) - ( 3 ) .   

T h e  s m a l l  p o w e r  p r o d u c e r s  f i t  w e l l  w i th in  § §  2 9 2 .3 0 4 ( e ) 2 ( i )

a n d  ( i i )  a n d  ( 3 ) .  W h i le  n o t  la r g e  in  p r o d u c t io n ,  th e y  a r e

im p o r ta n t  in  d e v e lo p in g  d iv e r s e  s u p p ly  w ith in  lo c a l

c o m m u n it ie s  a n d  fo r  lo n g - r a n g e  p la n n in g  i f  m o r e  s m a l l

p r o d u c e r s  c a n  b e  e n c o u r a g e d  to  e n te r  th e  m a r k e t  a n d  m e e t

th e  g o a ls  o f  P U R P A .

IV. DISCUSSION.

A. RELIANCE AND GRANDFATHERING.

In  o th e r  c o n te x ts  im p le m e n t in g  P U R P A ,  s ta te s  a r e

p e r m it te d  to  a c h ie v e  fa ir n e s s  th r o u g h  g ra n d fa th e r in g .

A c c o r d in g  to  th e  F E R C ,  " [ i ] t  is  u p  to  th e  S ta te s ,  n o t  th is

C o m m is s io n ,  to  d e te r m in e  th e  s p e c i f ic  p a r a m e te r s  o f

in d iv id u a l Q F  p o w e r  p u r c h a s e  a g r e e m e n ts ,  in c lu d in g  th e  d a te

a t  w h ic h  a  le g a l ly  e n fo r c e a b le  o b l ig a t io n  is  in c u r r e d  u n d e r

S ta te  la w . "    West Penn Power Co.,  7 1  F E R C  ¶  6 1 ,1 5 3  ( 1 9 9 5 )

( fo o tn o te  o m it te d ) .    F o r  e x a m p le ,  a  s ta te  c o m m is s io n  c a n  s e t

th e  d a te  o f  c o n t r a c t in g :  " [ c ]o n fe r m e n t  o f  g r a n d fa th e r e d  s ta tu s



     See Implementation of section 8 of the Electric Consumers Protection Act of 1986; Hydroelectric1

Applicants with Projects at a New Dam or Diversion Seeking Benefits under the Public Utility
Regulatory Policies Act of 1978, FERC Statutes and Regulations, P 30,822 (issued July 11, 1988,
effective September 16, 1988) (Order No. 499).
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o n  q u a li f y in g  fa c i l i t y  is  e s s e n t ia l ly  a n  IP U C  f in d in g  th a t  a

le g a l ly  e n fo r c e a b le  o b l ig a t io n  to  s e l l  p o w e r  e x is te d  b y  a  g iv e n

d a te .    S u c h  a  f in d in g  is  w ith in  th e  d is c r e t io n  o f  th e  s ta te

r e g u la to r y  a g e n c y . "   Rosebud Enterprises, Inc., v. Idaho PUC, and

PacifiCorp, dba Utah Power & Light Company,   1 2 8  Id a h o  6 0 9 ,  9 1 7  P 2 d

7 6 6 ,  U t i l  L  R e p  ¶  2 6 ,5 3 5  ( 1 9 9 6 ) .

M o r e o v e r ,  o th e r  Q F  d e v e lo p e r s  w e r e  g r a n d fa th e r e d  b y  la w1

in  r e c o g n it io n  o f  th e ir  r e l ia n c e  o n  th e  p r o p o s e d  le g a l

f r a m e w o r k :

In  r e c o g n it io n  o f  th e  fa c t  th a t  s o m e  d e v e lo p e r s  h a v e  r e l ie d
o n  th e  p r o v is io n s  o f  th e  F e d e r a l  P o w e r  A c t  a n d  P U R P A  a n d
h a v e  c o m m it te d  s u b s ta n t ia l  a m o u n ts  o f  m o n e y  to  th e ir
p r o je c ts ,  s p e c ia l  p r o v is io n s  a r e  in c lu d e d  in  th e  le g is la t io n  to
e x e m p t  th e s e  d e v e lo p e r s  f r o m  s o m e  o r  a l l  o f  th e  a d d it io n a l
e n v ir o n m e n ta l  r e v ie w s  fo r  P U R P A  in s p ir e d  n e w  d a m  o r
d iv e r s io n  p r o je c ts .

H R  R EP N O 9 9 - 5 0 7 ,  9 9 TH C ONG,  2 D S ESS 4 4  ( 1 9 8 5 ) .  

In  th e  c a s e  o f  O r e g o n  fa c i l i t ie s ,  th e  r e c o r d  in  th is  c a s e

d e m o n s t r a te s  th a t  m a n y  s m a l l  h y d r o  p r o d u c e r s  in d e e d  re l ie d

o n  th e  a v a i la b i l i t y  o f  P U R P A  b e n e f i t s  in  c h o o s in g  to  d e v e lo p

th e ir  p r o je c ts .   T h e y  fu r th e r  r e l ie d  u p o n  th e  n e g o t ia t io n  h is to r y

w ith  th e  u t i l i t ie s  a n d  e a r l ie r  d e c is io n s  o f  th e  C o m m is s io n  in

m a k in g  lo n g - r a n g e  p la n s  a n d  m a in ta in in g  th e ir  fa c i l i t ie s  in  th e

p a s t  th r e e  d e c a d e s .  T o n i R o u s h ,  D o u g  P e g a r ,  L o y d  F e r y  a n d

S te v e  S a n d e r s  a l l  te s t i f ie d  a s  to  p e r s o n a l a n d  fa m i ly
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in v e s tm e n t  a n d  th e  f in a n c ia l  r is k s  th e y  to o k  a s  P U R P A

p io n e e r s  a n d  in  r e l ia n c e  u p o n  a  r e a s o n a b ly  c e r ta in  in c o m e -

s t r e a m  fo r  th e ir  e f fo r ts  a n d  r is k s .

A s  to  r e l ia n c e  u p o n  p u r c h a s e s  b y  P G E ,  S te v e  S a n d e r s  a n d

D o u g  P e g a r  te s t i f ie d  a t  le n g th .

M H P  [M in ik a h d a  H y d r o  P la n t ]  w a s  f in a n c e d  in  p a r t  b y
r e c e iv in g  th e  f i r s t  S m a l l  E n e r g y  L o a n  P r o g r a m  ( S E L P )  in
O r e g o n  fo r  $ 8 7 ,0 0 0  a n d  a d d it io n a l fu n d s   fo r  a  to ta l  o v e r
$ 2 0 0 ,0 0 0 ,  b y  th e  t im e  th e  s e c o n d  s m a l l  tu r b in e  o f  2 5 k w
c a p a c i ty  w a s  a d d e d  to  th e  o r ig in a l  7 5  k w  g e n e r a to r .   T h is  is
in  l in e  w ith  th e  " r u le  o f  th u m b "  o f  $ 2 ,0 0 0  d e v e lo p m e n t  c o s ts
p e r  k i lo w a t t  o f  in s ta l le d  c a p a c i ty .

T h e  h e a d w o r k s  w a s  b u i l t  b y  J o h n  W e s t  w h o  h a d  b u i l t
fa c i l i t ie s  a t  M u lto p o r  s k i  a r e a .   F ir s t  h o w e v e r ,  a  v a r ia n c e
w a s  r e q u ir e d  f r o m  C la c k a m a s  C o u n ty  s in c e  a  p o r t io n  o f  th e
s lo p e  w a s  o v e r  3 5 % .   T h is  r e q u ir e d  a  s o i l  e n g in e e r s  s tu d y
a n d  e x te n s iv e  n e g o t ia t io n s  w ith  c o u n ty  o f f ic ia ls .

A f te r  c o n s t r u c t io n ,  m y  fa th e r  r e a l iz e d   th e r e  w a s  a d d it io n a l
c a p a c i ty  th a t  h a d  to  b e  u t i l iz e d  to   in c r e a s e  p r o d u c t io n  to
r e c o v e r  c o n s t r u c t io n  c o s ts  a n d  r e p a y  th e  lo a n .  I t  w e n t
o n l in e  in  th e  fa l l  o f  1 9 8 4 .

A t  th e  t im e ,  th e  u t i l i t ie s  s ta te d  in  th e  m e d ia  a n d  in
c o n s u lta t io n  w ith  m y  fa th e r  th a t  h e  w o u ld  b e  p a id  to
p r o d u c e  p o w e r  a t  th e  s a m e  r a te  a  re s id e n t ia l  u s e r  w o u ld  b e
c h a r g e d ,  c a l le d  th e  " ta i l  b lo c k  r a te . "   T h is  a s s u r a n c e  w a s
th e  c o r n e r s to n e  o f  s e c u r in g  th e  S E L P  lo a n  a n d  th e  d e c is io n
to  e x p e n d  a d d it io n a l  p r iv a te  fu n d s .

P o r t la n d  G e n e r a l  E le c t r ic  C o .  p a id  a t  w h a t  th e y  c a l le d  th e
a v o id e d  c o s t  r a te ,  a b o u t  2 .4  c e n ts /k w h  a t  th e  t im e .   T h is
w a s   n o t  e n o u g h  to  p a y  th e  S E L P  lo a n  o r  r e p a y  i t s  d e b t .

A  P U C  d o c k e t ,  U M  2 8 ,  w a s  o p e n e d  in  1 9 8 4 ,  a n d  P a u l
S a n d e r s   in te r v e n e d .   T h e  p a r t ie s  r e a c h e d  a g re e m e n t  in
1 9 8 5  to  p a y  th e  p r o m is e d   ta i l  b lo c k  r a te  s ta r t in g  in  1 9 8 5
( $ .0 5 2 9 /k w h ) ,  w i th  a  4 %  in c r e a s e  e a c h  y e a r  u n t i l  1 9 8 8
( $ .0 5 8 8 3 /k w h ) ,  a t  w h ic h  t im e  th e  r a te  w a s  f r o z e n .   T h e r e
w e r e  th r e e  f iv e  y e a r  e x te n s io n s  s ta r t in g  in  1 9 8 8 ,  th e  la s t  o f
w h ic h   e x p ir e d   O c to b e r  3 1 ,  2 0 0 3 .   B e tw e e n  1 9 8 5  a n d  2 0 0 2
th e  P G E  re s id e n t ia l  a v e r a g e  r a te  h a s  g o n e  f r o m  $ .0 5 2 9  to
$ .0 7 3 3 /k w h .  
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p .  2 - 3 .

D o u g  P e g a r  a ls o  in v e s te d  in  th e  p r o m is e  o f  P U R P A  a n d
h a s  d e a lt  w i th  P G E :

I  p la n n e d ,  c o n s t r u c te d  a n d  o p e r a te  C a n y o n  C r e e k  H y d r o .

I   h a v e  b e e n  in v o lv e d  in  s m a l l  s c a le  h y d r o - e le c t r ic
d e v e lo p m e n t  fo r  m o r e   th a n  2 5  y e a r s .  I  b e g a n  b e fo r e  th e
e n e r g y  s h o r ta g e  o f  th e  la te  1 9 7 0 s  a n d   b e fo r e  P U R P A
w a s  e n a c te d .  I  h a d  a n  in te r e s t  in  d e v e lo p in g  p o w e r  f r o m
w a te r .  P r io r  to  th e  e ra  o f  th e  b ig  d a m s  d e v e lo p e d  in  th e
N o r th w e s t  th e r e  w e r e  lo ts  o f  s m a l le r  w a te r  p o w e r e d  
g e n e r a t in g  p la n ts ,  b u t  s in c e  th a t  t im e  th e r e  h a s  n o t  b e e n
m u c h  in fo r m a t io n   o n  th e  s u b je c t ,  n o r  h a v e  th e r e  b e e n
a n y  in c e n t iv e s .  P U R P A  c h a n g e d  th e  " p ic tu r e "  fo r  s m a l l  
s c a le  e n e r g y  p r o d u c t io n .  I t s   p u rp o s e   w a s  to  e n c o u r a g e  
th e  d e v e lo p m e n t  o f  a l te r n a t iv e  s o u r c e s  o f  e le c t r ic i t y .   I t
s o u g h t  to  a l te r   d e p e n d e n c e  o f  fo s s i l  b a s e d  fu e ls  a s
s o u r c e s  o f  e n e r g y  p r o d u c t io n .

A b o u t  th a t  t im e  I  d e s ig n e d  a n d  b u i l t  a  s m a ll  s c a le  ( u n d e r
1 0 0  k w )  w a te r  p o w e r e d   p la n t .  I t  to o k  s e v e r a l  y e a r s  to
o b ta in  th e  l ic e n s e s ,  p e r m its  a n d  o th e r  r e g u la to r y  a n d
a g e n c y  c le a r a n c e s .  I  h a v e  b e e n  o p e r a t in g  th e  C a n y o n
C r e e k  H y d r o  s in c e  1 9 8 5 .  I t  is  lo c a te d  o n  U .S .  F o r e s t
S e r v ic e  la n d  5 0  m i le s  f r o m  m y  h o m e .  I  h a v e  a ls o  d o n e
c o n s u lt in g  o n  a  p e r - b o n o  b a s is  fo r  o th e r s  in te r e s te d  in
e x p lo r in g  s m a l l  h y d r o .   T h e r e  is  n o t  a  d e e p  p o o l o f
k n o w le d g e a b le  te c h n ic ia n s  a n d  o p e r a to r s   fo r  u s  to  fa l l
b a c k  o n  fo r  a d v ic e .

 
I  w a s  r e s p o n s ib le  fo r  f in a n c in g  a n d  c o n s t r u c t in g  th e
C a n y o n  C r e e k  s m a l l  h y d r o .   I t   w a s  s e l f - f in a n c e d  a n d  s e l f
c o n s t r u c te d  w ith ,   h e lp  o f  m y  fa th e r - in - la w   a n d  m y  s o n .
T h e r e  w a s  fu n d in g  a v a i la b le  f r o m  th e   O r e g o n
D e p a r tm e n t  o f  E n e r g y  ( O D O E )  w ith  th e ir  S ta te  E n e r g y
L o a n  P r o g r a m   ( S E L P ,  b u t  th e  r e q u ir e m e n ts  w e r e  v e r y
t im e  c o n s u m in g  a n d  c o n fo r m in g   w o u ld  h a v e  a d d e d  to  
th e  o v e r a l l  c o s t  o f  th e  p r o je c t .

 
T h e  f i r s t  c o n t r a c t  to  s e l l /p u r c h a s e  p o w e r  b y  P o r t la n d
G e n e r a l  E le c t r ic  C o .  ( P G E )  w a s  r e m a r k a b ly  s im p le  a n d
u n e n c u m b e r e d .  T h e r e  w a s  a  “ s ta n d a r d ”  c o n t r a c t  fo r
Q u a l i f ie d  F a c i l i t ie s  ( Q F s )  o f  a  r a te d  c a p a c i ty  o f  1 0 0  k w  o r
le s s .  T h e  " s ta n d a r d  r a te "  p a id  a t  th a t  t im e  w a s  th e  s a m e
a s  th e  r e s id e n t ia l  r a te   c h a r g e d  o f  5 .0 2 9  c e n ts  p e r  k w .  
T h e r e  w a s  a  4 %  p r ic e  e s c a la t io n  p e r  y e a r  fo r  th e  f i r s t  f iv e  
y e a r  te r m .  T h is  a m o u n te d  to  a  p r ic e  o f  5 .8 8 3  c e n ts   a t  th e
e n d  o f  f iv e   y e a r s .  T h e  c o n t r a c t  w a s  r e n e w a b le  fo r  th r e e
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( 3 )  a d d it io n a l f iv e  ( 5 )  y e a r  te r m s  fo r  a  to ta l  o f  tw e n ty  ( 2 0 )
y e a r s .  A t  th e  e n d  o f  th e  tw e n ty  ( 2 0 )  y e a r s   th e  a m o u n t
b e in g  p a id  w a s  s t i l l  5 .8 8 3  c e n ts  p e r  k w .   In  th e  b e g in n in g
th e r e  w e r e  s e v e r a l  c o n t r a c t  o p t io n s /c h o ic e s ,  in c lu d in g  o n e
fo r  a  te r m  o f  u p  to  th ir t y - f iv e  y e a r s  w ith  a  " le v e l iz e d "
p a y m e n t  o p t io n .  T h e s e  c o n t r a c ts  a r e  n o w  n e t t in g  8  o r  9
c e n ts  p e r  k w .  S in c e  m y  2 0  y e a r  c o n t r a c t  e x p ir e d  o n
O c to b e r  3 1 ,  2 0 0 3 ,   I  h a v e  b e e n  o p e r a t in g  w ith o u t  th e
b e n e f i t  o f  a  c o n t r a c t  w i th  o v e r  a  2 0 %   r e d u c t io n  in  
p a y m e n t  c o m p a r e d  to  th e  o ld  c o n t r a c t  p r ic e .

S in c e  th e  e a r ly  d a y s  n o t  o n e  n e w  Q F  h a s  g o n e  o n - l in e .  
T h is  h a s  r e a l ly  d e fe a te d  th e  p u r p o s e  o f  P U R P A  w h ic h
h a d  b e e n  to  e n c o u r a g e  th e  d e v e lo p m e n t  o f  a l te r n a t iv e
s o u r c e s  o f  e n e r g y .

T e s t im o n y  o f  D o u g  P e g a r ,  p p .  3 - 5 .

A s  fo r  s m a l l  p r o d u c e r s  w h o  d e a lt  w i th  P a c i f ic  P o w e r  a n d

L ig h t ,  T o n i R o u s h  a n d  L o y d  F e r y  s e t  o u t  d e ta i le d  te s t im o n y .  

M r s .  R o u s h  e x p la in e d  th e  r e l ia n c e  o f  h e r  h u s b a n d  a n d  h e r s e l f

in  d e v e lo p in g  R o u s h  H y d r o :

T h e  p la n n in g  a n d  c o n s t r u c t io n  o f  o u r  h y d r o  p la n t  in  1 9 8 3
w a s  a  e x c i t in g  t im e  fo r  u s .   W e  u n d e r to o k  th e  w h o le
p r o je c t  w i th  a  h a n d s - o n  a p p ro a c h .   W e  w o r k e d  c lo s e ly
w ith  th e  c o n s t r u c t io n  c o m p a n y .   M y  h u s b a n d  d e s ig n e d
a n d  b u i l t  th e  f is h  s c r e e n s  a n d  a  a u to m a t ic  c le a n in g
d e v ic e .  O v e r  th e  y e a r s ,  a s  O r e g o n  D e p a r tm e n t  o f  F is h
a n d  W ild l i fe   r e q u ir e m e n ts  c h a n g e d ,  h e  m o d if ie d  a n d
im p r o v e d  th e  s c r e e n in g  d e v ic e s .

 
W e  f in a n c e d  o u r  h y d r o  p r o je c t  th o u g h  U S  B a n k  a t  a  t im e
w h e n  in te r e s t  r a te s  w e r e  a t  th e ir  p e e k .   T h e  2 0 %  in te r e s t
r a te  w e   p a id  w a s  d e f in i te ly  a  f in a n c ia l  b u r d e n .   A t  th e
t im e  w e  o w n e d  a n d  o p e r a te d  S ta y to n  F e e d  a n d  S e e d .   In
th e  s h o r t  te r m ,  a s  s m a l l  b u s in e s s  o w n e r s ,  w e  p la n n e d  to
u s e  th e  p o w e r  to  o f f - s e t  o u r  o w n  e le c t r ic a l  e x p e n s e s .   In
th e  lo n g  te r m ,  w e  c o n s id e r e d  th e  b u i ld in g  o f  o u r  m ic r o -
h y d r o  p la n t  a n  in v e s tm e n t  in  th e  fu tu r e .   

T h e  c o n c e p t  o f  s m a l l  h y d r o  p r o d u c t io n  w a s  a  n e w  id e a  a t
th e  t im e ,  in  th e  e a r ly  1 9 8 0 s .   W e  s a w  th e  in v e s tm e n t  a s  a
w in - w in  s i tu a t io n .   W e  h a d  a n  o p p o r tu n ity  to  g e n e ra te
C L E A N  e n e r g y  w ith o u t  u s in g  u p  o r  d a m a g in g  th e
e n v ir o n m e n t  a n d  a ls o  a d d  s o m e  in c o m e  s o  th a t  w e  w o u ld  
b e  a b le  to  p a y  fo r  c o l le g e  fo r  o u r  c h i ld r e n  a n d  g e n e r a te  a
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r e t i r e m e n t  in c o m e  fo r  o u r s e lv e s .   T h r e e  y e a r s  a g o  m y
h u s b a n d  p a s s e d  a w a y  a n d  I  a m  le f t  to  s e e  th a t  th e
s a c r i f ic e s  w e  m a d e  to  h e lp  p io n e e r  s m a l l  h y d r o  w e r e  n o t
d o n e  in  v a in .   In  1 9 9 1  w e  h a d  a  h u g e  f i r e  th a t  d e s t r o y e d
o u r  b u s in e s s  a n d  a l l  o f  o u r  r e c o r d s ,  in c lu d in g  p h o to g r a p h s
I  h a d  ta k e n  d u r in g  th e  c o n s t r u c t io n  o f  o u r  h y d r o  p la n ,  b u t
e v e n  th o u g h  th o s e  m a te r ia l  th in g s  a r e  g o n e ,  I  c a n  w o r k  to
s e e  th a t  th e  e n e r g y  p r o m is e  c o n t in u e s .

O u r  o r ig in a l  c o n t r a c t  w i th  P P & L  w a s  c a lc u la te d  a  p r ic e  to
u s  o b ta in e d  f r o m  th e  r e s id e n t ia l  “ ta i l - b lo c k ”  r a te .   I t  w a s  a
f ix e d  r a te  o f  $ .0 5 8 5 0 .  T h e  le n g th  o f  th e  c o n t r a c t  w a s  2 0
y e a r s ,  c o n s is t in g  o f  o n e  te n  y e a r  a n d  tw o  f iv e  y e a r
r e n e w a ls .   A t  th e  t im e  w e  n e g o t ia te d  th is  r a te ,  w e  w e r e
le d  to  b e l ie v e  th a t  th e  r a te s  p a id  to  u s  w o u ld  n o t  d e c r e a s e
b e c a u s e  e n e r g y  c o s ts  w e r e  r is in g .

R o u s h  te s t im o n y  p p .  1 - 2 .

L o y d  F e r y  a ls o  e x p la in e d  h is  fa m i ly  in v o lv e m e n t  a n d  th e

o v e r w h e lm in g  p u b l ic  s u p p o r t  h e  r e c e iv e d  fo r  h is  e f fo r ts :

T h e  o r ig in a l  id e a  a n d  d e s ig n  o f  th e  h y d r o p la n t  w a s  m in e .  
M y  p a r e n ts ,  A lv a  a n d  C e c i l ia  F e r y  in v e s te d  $ 3 0 ,0 0 0 .0 0  o f
th e ir  o w n  s a v in g s  to  fu n d  th e  c o n s t r u c t io n  o f  th e  p la n t .  
T h e  f i r s t  tu r b in e  w a s  a  B a n k ie  T u r b in e  m a n u fa c tu r e d  in
C o o s  B a y ,  O r e g o n .   I  h a d  to  p e r s o n a l ly   r e c o n s t r u c t  a n d
r e b u i ld  i t  s e v e r a l  t im e s  b e fo r e  w e  p u r c h a s e d   th e  c u r r e n t
tu r b in e .   T h a t  c u r r e n t  tu r b in e  is  a  v in ta g e  1 9 0 0  L e f fe l
m o d e l.   I  s e a r c h e d  fo r  a  r e p la c e m e n t ,  lo c a te d  i t  in  A la s k a ,
a n d  th e n  h a d  i t  m o v e d  f r o m   W r a n g le ,  A la s k a .   I t  a ls o  h a d
to  b e  r e b u i l t  b e fo r e  in s ta l la t io n .   A  fe w  i l lu s t r a t iv e
p h o to g r a p h s  o f  th e  c o n s t r u c t io n  d a y s  a r e  in c lu d e d  in  m y
e x h ib i t s .

W h e n  w e  f i r s t  b e g a n  w e  w e r e  p a id  ju s t  o v e r  $ .0 2  p e r  k w
a n d  r a te s  w e r e  b a s e d  o n  r e s id e n t ia l  r a te s  r a is in g
c o n s is te n t ly  u n t i l  th e  e n d  o f  th e  c o n t r a c t  in  2 0 0 3 .   A t  th a t
t im e  w e  w e r e  b e in g  p a id  $ .0 5 8  p e r  k w .   T h e  c u r r e n t  2 0 0 4
c o n t r a c ts  a r e  a t  $ .0 4 3  p e r  k w  w h ic h  is  a p p r o x im a te ly  a
2 5 %  d e c r e a s e  in  r a te s  a n d  th u s  a  2 5 %  d e c r e a s e  in  m y
in c o m e .

*  *  *

W ith in  th e  v e r y  f i r s t  y e a r  o f  g e t t in g  s ta r te d  a n d  o p e r a t in g ,
w e  h a d  o v e r  4 0 0  v is i to r s ,  in c lu d in g  e le c te d  o f f ic ia ls ,  a t  th e
h y d r o p la n t  to  v ie w  th is  e x a m p le  o f  a  r e n e w a b le  r e s o u r c e .  
S ta te  a n d  fe d e r a l  le g is la to r s  la u d e d  o u r  e n e r g y  e x a m p le .
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P P & L  e n c o u r a g e d  i t s  r a te p a y e r s  to  g e t  in v o lv e d  in
s u p p o r t in g  e n e rg y  in d e p e n d e n c e  s u c h  a s  th e  m o d e l
p r o v id e d  b y  m y  p la n t .  I  k n o w  c o u n t le s s  p e o p le  le a r n e d
a b o u t  r e n e w a b le  e n e r g y  th r o u g h  th e  p u b lic i t y  a b o u t  m y
fa c i l i t y .  I  w a s  p r o u d  to  b e  a n  e n e rg y  p io n e e r ,  a n d  fe e l th a t
I  m e t  a n  im p o r ta n t  s o c ia l  c h a l le n g e  to  ta k e  a  c h a n c e  2 5
y e a r s  a g o  fo r  O r e g o n ’s  e n e r g y  fu tu r e .

F e r y  T e s t im o n y ,  p p .  1 - 2 .

B. SMALL PRODUCERS CONFER A MULTITUDE OF BENEFITS WHICH ARE
DIFFICULT TO QUANTIFY.

T h e  a m o u n t  to  b e  p a id  fo r  Q F  p o w e r  is  b a s e d  o n  th e

a v o id e d  c o s t .   T h e   " a v o id e d  c o s t "  e s s e n t ia l ly  r e p r e s e n ts  th e

a m o u n t  o f  m o n e y  a  u t i l i t y  w o u ld  o th e r w is e  s p e n d  i f  i t  h a d  to

c o n s t r u c t  a  fa c i l i t y  to  p r o d u c e  n e e d e d  e n e r g y  o r  to  p u r c h a s e  i t

f r o m  a n o th e r  s o u r c e ,  r a th e r  th a n  p u r c h a s in g  i t  f r o m  th e  Q F .  

1 8  C F R  §  2 9 2 .1 0 1 ( b ) ( 6 )  a n d  1 6  U S C  §  8 2 4 a - 3 ( b ) ,  e s ta b l is h

th a t  r a te s  fo r  Q F  p u r c h a s e s  m a y  n o t  b e  g r e a te r  th a n  th e  " fu l l

a v o id e d  c o s ts  o f  th e  u t i l i t y . "  S e e  a ls o  1 8  C .F .R .  §

2 9 2 .3 0 4 ( a ) ( 2 ) ;   American Paper Institute, Inc. v. American Electric Power

Service Corp. ,  4 6 1  U S  4 0 2 ,  1 0 3  S C t  1 9 2 1 ,  7 6  L E d 2 d  2 2  ( 1 9 8 3 ) .

T h e  F R C  te s t im o n y  h a s  a d v o c a te d  a  m o d e s t  " a d d e r "  o f  .5

to  1 .5  m i l ls  to  c a p tu r e  s o m e  o f  th e  o th e r  c o s ts  a  u t i l i t y  ( a n d

r a te p a y e r s )  a v o id  th r o u g h  th e  b e n e f i t s  c o n fe r r e d  b y  s m a l l

h y d r o .   T h e s e  p r o d u c e r s  c o n t r ib u te  c iv ic  w o r k s  a n d  a e s th e t ic

b e n e f i t s - - -  d a m s ,  im p o u n d m e n ts ,  f is h  p a s s a g e w a y s ,

r e c r e a t io n a l a m e n it ie s ,  e tc . ,  w h ic h  h a v e  v a lu e  to  s o c ie ty  fo r

r e a s o n s  o th e r  th a n  p o w e r   g e n e r a t io n .  I f  g e n e r a t io n  is

d is c o n t in u e d ,  th e  c o s ts  o f  u p k e e p  w i l l  b e  s h i f te d  to  o th e r s .  

S te v e  S a n d e r s  e x p la in e d  a t  p .  3  o f  h is  te s t im o n y :
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M in ik a h d a  H y d r o  d iv e r ts  w a te r  f r o m  M in ik a h d a  C r e e k ,
u n d e r  a  s e c o n d a r y  w a te r  p e r m it ,  w h ic h  f lo w s  th r o u g h  o u r
p r o p e r ty .   M in ik a h d a  fe e d s  in to  C le a r  C r e e k  a  m i le  f r o m
its  c o n f lu e n c e  w ith  th e  S a n d y  R iv e r ,  a  w i ld  a n d  s c e n ic
r iv e r .   T h e  p r im a r y  w a te r  r ig h t  is  o w n e d  b y  th e  M in ik a h d a
W a te r  D is t r ic t  ( n o  c o n n e c t io n  to  th e  p o w e r  c o m p a n y )
w h ic h  s e r v e s  3 5 - 4 0  h o m e s .   A  d e a l w a s  s t r u c k  w ith  th e
a s s is ta n c e  o f  a  w a te r  e n g in e e r  r e p r e s e n t in g  th e  w a te r
d is t r ic t ,  w h e r e b y  th e  w a te r  d is t r ic t  r e c e iv e s   w a te r  f r o m
o u r  p ip e  b e fo r e  i t  is  u s e d  to  g e n e ra te  p o w e r .   T h e
in s ta l la t io n  o f  o u r  fa c i l i t y  g r e a t ly  e n h a n c e d  th e  r e l ia b i l i t y  o f
th e  d iv e r s io n  a n d  t r a n s m is s io n  o f  w a te r  fo r  th e
c o m m u n ity .  T h e  fa c t  th a t  o u r  p ip e s  a r e  u s e d  fo r  d r in k in g
w a te r  s p e a k s  to  th e  h e a lth y  a n d  c le a n  n a tu r e  o f  o u r
o p e r a t io n .   In  a d d it io n ,  a n  e a s e m e n t  fo r  th e  u s e  o f  2 .5
a c r e s  w a s  o b ta in e d  f r o m  o u r  n e ig h b o r  to  th e  n o r th  to  s i te
th e  d iv e r s io n  a n d  c o l le c t io n  ta n k .

T h e  h y d r o  s i te  in  th e  fo r e s t  w i th  p o n d s  is  u s e d  b y
c o m m u n ity  g r o u p s  fo r   p ic n ic s .   B e a v e r ,  o t te r ,  w i ld  d u c k s ,
b lu e  h e r o n ,  a n d  o th e r  w i ld l i fe  a r e  n u m e r o u s

L o y d  F e r y  te s t i f ie d  a t  p .  4 :

 I  p la n n e d ,  d e s ig n e d   a n d  o v e r s a w  th e  b u i ld in g  o f  th e
fa c i l i t y .  S in c e  th e n ,  I  a m  in v o lv e d  in   a l l  th e  d a y  to  d a y
o p e r a t io n s  s u c h  a s  c le a n in g  a n d  m a in ta in in g  th e  t r a s h
r a c k s  a n d  f is h  s c r e e n s .  A n  im p o r ta n t  fu n c t io n  is  th e
a d ju s tm e n t  o f  w a te r  f lo w ,  a s  th e  fa c i l i t y  is  o n  th e   S a n t ia m
W a te r  C o n t r o l  D is t r ic t 's  m a in  c a n a l.   T h e  w a te r  is  u s e d  fo r
i r r ig a t io n  d u r in g  th e  s u m m e r  m o n th s  a n d  fo r  f lo o d  c o n t r o l
in  w in te r .

*  *  *

T h e  h y d r o p la n t  u s e s  th e  e x is t in g  fa l ls  in s ta l le d  in  th e  e a r ly
1 9 0 0 's  fo r  a  s o u r c e  o f  fa r m  p o w e r  b u t  w h ic h  w e r e  n e v e r
fu l ly  d e v e lo p e d .   N o  th r e a t  to  th e  e n v ir o n m e n t  e x is ts  a s  a l l
p r e c a u t io n s  h a v e  b e e n  ta k e n  fo r  s a fe ty  to  f is h  a n d  w i ld l i fe
a s  w e l l  a s  to  h u m a n s .   

W e  a r e  a  s m a l l  Q F  a d d in g  to  th e  p o w e r  g r id  th u s  r e d u c in g
th e  n e e d  fo r  fo s s i l  fu e l  a n d  m a x im iz in g  th e  p o w e r
a v a i la b le  a t  th e  m o s t  r e a s o n a b le  c o s t .

W ith in  th e  v e r y  f i r s t  y e a r  o f  g e t t in g  s ta r te d  a n d  o p e r a t in g ,
w e  h a d  o v e r  4 0 0  v is i to r s ,  in c lu d in g  e le c te d  o f f ic ia ls ,  a t  th e
h y d r o p la n t  to  v ie w  th is  e x a m p le  o f  a  r e n e w a b le  r e s o u r c e .  
S ta te  a n d  fe d e r a l  le g is la to r s  la u d e d  o u r  e n e r g y  e x a m p le .
P P & L  e n c o u r a g e d  i t s  r a te p a y e r s  to  g e t  in v o lv e d  in
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s u p p o r t in g  e n e rg y  in d e p e n d e n c e  s u c h  a s  th e  m o d e l
p r o v id e d  b y  m y  p la n t .  I  k n o w  c o u n t le s s  p e o p le  le a r n e d
a b o u t  r e n e w a b le  e n e r g y  th r o u g h  th e  p u b lic i t y  a b o u t  m y
fa c i l i t y .  I  w a s  p r o u d  to  b e  a n  e n e rg y  p io n e e r ,  a n d  fe e l th a t
I  m e t  a n  im p o r ta n t  s o c ia l  c h a l le n g e  to  ta k e  a  c h a n c e  2 5
y e a r s  a g o  fo r  O r e g o n ’s  e n e r g y  fu tu r e .

 
T o n i R o u s h  te s t i f ie d  a t  p .  3  o f  h e r  te s t im o n y  a b o u t  th e

u n iq u e  b e n e f i t s  o f  a  p la n t  lo c a te d  w ith in  a  s m a l l  c o m m u n ity .

M y  h y d r o  tu r b in e  is  lo c a te d  tw o  b lo c k s  f r o m  d o w n to w n
S ta y to n .   In  a n  e m e r g e n c y  I  c o u ld  g e n e ra te  e n o u g h  p o w e r  to
k e e p  th e  l ig h ts  o n  in  o u r  c o r e  a r e a ,  w h ic h  in c lu d e s  th e  C ity
H a l l  a n d  th e  P o l ic e  D e p a r tm e n t .   M y  h y d r o  u n i t  d o e s  n o t  h a v e
a  n e g a t iv e  im p a c t  o n  th e  e n v ir o n m e n t .   W a te r  ju s t  p a s s e s
th r o u g h  i t .   I t  d o e s  n o t  c o n s u m e  a n y  w a te r  a n d  d o e s  n o r
p o l lu te  a n y th in g :   w a te r  g o e s  in  c le a n  a n d  c o m e s  o u t  th e
s a m e  w a y .

S m a l l  Q F 's  l ik e  m in e  p r o v id e  a  b a c k  u p  to  th e  la r g e
p r o d u c e r s ,  a n d  c o u ld  b e n e f i t  c u s to m e r s  in  th e  lo c a l  a r e a .

D o u g  P e g a r  e x p la in e d  a t  p .  3 :

T h e  C a n y o n  C r e e k  H y d r o  P r o je c t  h a s  b e e n  in s p e c te d  b y
v a r io u s  fe d e r a l  a n d  s ta te  a g e n c ie s ,  a l l  o f  w h ic h  h a v e
d e te r m in e d  th a t  th e  p r o je c t  is  b e in g  o p e ra te d  in  a  p r o p e r  
m a n n e r .   M y  p r o je c t  h a s  a a  " c le a n  b i l l  o f  h e a lth . "  I t
c r e a te s  n o  a d v e r s e  e n v ir o n m e n ta l  im p a c ts .  I t  is  " lo w
im p a c t  h y d r o . "  I t  p r o v id e s  fo r  th e  g e n e r a t io n  o f  o v e r
7 5 0 ,0 0 0  k w h  p e r  y e a r  o f  c le a n  e n e r g y .  T h is  s a v e s  th e  u s e

2o f  fo s s i l  fu e ls  a n d  r e d u c e s  th e  p r o d u c t io n  o f  C O  g a s s e s .
I t  p r o v id e s  a  jo b  fo r  o n e  p e r s o n - – m e .

T h e  C a n y o n  C r e e k  H y d r o  P r o je c t  p r o v id e s  a d d it io n a l
b e n e f i t s  a n d   a t t r ib u te s  to  th e  p u r c h a s in g  u t i l i t y  a n d  i t s
c u s to m e r s  b y  p r o v id in g  a   " c le a n e r "  e le c t r ic a l  c u r r e n t  b y
a d d in g  w h a t  is  k n o w n  a s  " V A R s "  a t  th e  e n d  o f  th e  u t i l i t y ’s
t r a n s m is s io n  l in e .  T h e  p r o je c t  is  r e m o te ly  lo c a te d  o n
F o r e s t  S e r v ic e  la n d s .  I t  p r o v id e s  th e  u t i l i t y  w i th  a  c le a n
a n d  g r e e n  s o u r c e  o f  e le c t r ic i t y .  I t  a ls o  p r o v id e s  th e  u t i l i t y
a  s o u r c e  o f  " h o m e  g r o w n "  p o w e r .

T h e r e  a r e  n u m b e r s  o f  s m a l l  h y d r o  p r o je c ts  a n d  p o te n t ia l
r e n e w a b le  fa c i l i t ie s  in  O r e g o n .  T h e y  a r e  a  t in y  p a r t  o f  th e
S ta te 's  o v e r a l l  e n e r g y  s u p p ly ,  b u t  a r e  a  s ig n i f ic a n t
p r e s e n c e  in  m a n y  s m a l l  c o m m u n it ie s .  T h e ir  a v e r a g e  s iz e
is  s m a l l  e n o u g h  th a t  th e  f in a n c ia l  e f fe c t  o n  r a te p a y e r s  o f
e s ta b l is h in g  lo n g - te r m  c o n t r a c ts  w ith  c e r ta in  fa ir
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c o m m itm e n ts  w i l l  b e  in s ig n if ic a n t .  M a n y  o f  th e s e  h y d r o
p r o je c ts  w e r e  m a d e  fe a s ib le  b y  a b o v e - m a r k e t  P U R P A
p r ic in g   b u t  a b s e n t  fa ir  in d e x in g  o f  r a te s ,  fa ir  p r ic in g  a n d
lo n g - te r m  c o n t r a c ts ,  w i l l  n o w ,  u n fo r tu n a te ly ,  b e  fo r c e d  to
s e l l  th e ir  r e n e w a b le  e n e r g y  fo r  le s s  th a n  i t s  r e a l  v a lu e
u n d e r  te r m s  w h ic h  je o p a r d iz e   th e  fa c i l i t ie s ' lo n g  te r m
v ia b i l i t y .  T h is  p e n a l iz e s  th e  in d iv id u a ls  w h o  r o s e  to
P U R P A 's  m is s io n  a n d  w i l l  h a r m  th e  g r e a te r  p u b l ic  g o o d .

 C. CONTRACT DURATION.

F R C  fa v o r s  a  fo r m  o f  " e v e r g r e e n "  c o n t r a c t  w i th  s e t  minimum

r a te s  a n d  a p p r o p r ia te  p e r io d ic  in d e x in g  to  a s s u r e  c o n t in u e d

fa ir n e s s  in  p r ic in g .   L o n g - te r m  s ta b i l i t y  c o u p le d  w ith  p r ic e

m in im u m s  a n d  in d e x in g  a r e  im p o r ta n t  fo r  e x is t in g  fa c i l i t ie s

a n d  to  e n c o u r a g e  n e w  r e n e w a b le  p la n ts  a n d  e m e r g in g

te c h n o lo g ie s .

E x is t in g  s m a l l  h y d r o  fa c i l i t ie s  a r e  a t  r is k  e c o n o m ic a l ly

b e c a u s e  o f  s m a l l  s iz e ,  d is a d v a n ta g e o u s  r u le s  a n d  th e

e x t r e m e  d is p a r i t y  in  in d iv id u a l b a r g a in in g  p o w e r  b e tw e e n

s m a l l  p r o d u c e r s  a n d  th e  u t i l i t y .   F R C  p la n ts  w e r e  c o n s t r u c te d

o r  r e c o n s t r u c te d   b y  e n v ir o n m e n ta l ly  c o n c e r n e d  lo c a l

in d iv id u a ls  fo l lo w in g  th e  p a s s a g e  o f   P U R P A  in  1 9 7 8 .  S e l l in g

in to  th e  o p e n  m a r k e t  is  u n r e a l is t ic  o r  im p o s s ib le  fo r  s m a l l

p la n ts ,  s o  th e  lo c a l  u t i l i t y  is  th e  c u s to m e r .   S m a l l ,  d is p e r s e d

g e n e r a to r s  h a v e  n o  b a r g a in in g  p o w e r .  G iv e n  th is  la c k  o f

b a r g a in in g  p o w e r ,  i t  is  p a r t ic u la r ly  im p o r ta n t  fo r  g o v e r n m e n t

to  in s u r e  e q u ita b le  c o n d it io n s  o f  p o w e r  s a le s .  

U n l ik e  la r g e  c o r p o r a te  o w n e r s ,  th e s e  in d iv id u a ls  a r e  u n a b le

to  s p r e a d  e x p e n s e s  a c r o s s  a  n u m b e r  o f  in s ta l la t io n s .  T h e s e

in d iv id u a l o w n e r s  fa c e  a  p a r t ic u la r  m a n a g e m e n t  b u r d e n
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b e c a u s e  th e y  a r e  n o t  p r im a r i ly  e n g a g e d  in  e i th e r  th e

h y d r o e le c t r ic  o r  g e n e r a t in g  b u s in e s s ,  b o th  o f  w h ic h  a r e

c o m p l ic a te d  r e g u la to r y  a n d  m a r k e t in g  e n v ir o n m e n ts .  T h e y

a r e  n o w  fa c in g  a n  u n c e r ta in  fu tu r e  in  th e  d e r e g u la te d

m a r k e tp la c e .  S m a l l  p la n ts  h a v e  n o  e c o n o m ie s  o f  s c a le  p e r

u n i t  o f  o u tp u t ,  a n d  c o m p a r a t iv e ly  m a jo r  o p e r a t in g  e x p e n s e s  to

th e  in d iv id u a l o w n e r  s u c h  a s  la b o r ,  p a r ts ,  in s u r a n c e ,

r e g u la to r y  c o m p l ia n c e / l ic e n s in g  a n d  c o n t r a c t  a d m in is t r a t io n

  T h e  r e in v e s tm e n t  c y c le  fo r  th e s e  s m a l l  p la n ts  te n d s  to  b e

s h o r te r  th a n  fo r  la r g e  p la n ts .  T h e r e  a r e  1 5 - 2 0  y e a r  o ld

P U R P A  p la n ts  w h ic h  n e e d  in v e s tm e n t  n o w .  S m a l l  m a c h in e s

w e a r  o u t  fa s te r .  T h e r e  a r e  p la n ts  c u r r e n t ly  fa c in g  th e  n e e d  fo r

l i fe  e x te n s io n ,  r e h a b i l i ta t io n ,  o r  m a in te n a n c e .  I f  p o w e r  s a le s

c o n t r a c ts  a r e  s h o r t  te r m ,  w ith  n o  lo w e r  p r ic e  l im it ,

r e in v e s tm e n t  in  a  f ix e d - c o s t  a s s e t  b e c o m e s  u n c e r ta in  a n d

p r o b le m a t ic a l .

D. INSURANCE.

In s u r a n c e  h a s  n o t  b e e n  p r e v io u s ly  r e q u ir e d  fo r  th e  s m a l l

p r o d u c e r s ,  a l th o u g h  s o m e  o p e r a to r s  h a v e  in c lu d e d  th e ir

fa c i l i t ie s  a s  p a r t  o f  la r g e r  o p e r a t io n s  ( F e r y ,  R o u s h )  in  th e

p a s t .

F R C  s t r o n g ly  u r g e s  th a t  in s u r a n c e  n o t  b e  m a d e  m a n d a to r y

d u e  to  th e  u n k n o w a b le  in s u r a n c e  r a te s  a n d  th e  la c k  o f

u n d e r w r i te r  a v a i la b i l i t y .  S m a l l  p r o d u c e r s  h a v e  a  v e r y  lo w

m a r g in  o f  p r o f i t  a n d  c a n n o t  u n d e r ta k e  c o m p le te ly
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u n p r e d ic ta b le  c o s ts . F R C  r e c o m m e n d e d  N A R U C  m o d e l fo r

c o n t r a c t  n e g o t ia t io n  fo r m a t  a n d  c o n t r a c t  la n g u a g e  f r o m  th is

p o in t  fo r w a r d ,  e s p e c ia l ly  in  i t s  r e c o m m e n d e d  te r m  r e g a r d in g

in s u r a n c e .

V. CONCLUSION.

L o n g  te r m  c o n t r a c ts  a r e  n e c e s s a r y  fo r  a l l  s m a l l  r e n e w a b le s

a n d  e m e r g in g  p la n ts  a n d  te c h n o lo g ie s .  T h e  New York Times, in  a n

A u g u s t  2 6 ,  2 0 0 3 ,  p o s t - b la c k o u t  a r t ic le  ( 90 Seconds That Left Tens of

Millions of People in the Dark) ,  r e p o r te d :

W ith in  N e w  Y o r k  th e r e  w a s  a  p a tc h y  p a t te r n  o f  r e g io n s  th a t
m a d e  i t  

th r o u g h  th e  g e n e r a l  b la c k o u t  w ith  th e ir  l ig h ts  o n  -  o f te n
a r e a s  s e r v e d  b y  
s m a l l  g e n e r a t in g  fa c i l i t ie s .  T h e r e  a r e  a b o u t  2 0 0
n o n g o v e r n m e n t - o w n e d  p o w e r  
p la n ts  a r o u n d  th e  s ta te ,  m a n y  q u i te  s m a l l  h y d r o e le c t r ic
fa c i l i t ie s .  T h e  s p o t t in e s s  
o f  b la c k o u ts  u p s ta te  " h a d  a  lo t  to  d o  w ith  th e  fa c t  th a t  th e

h y d r o  p la n ts  k e p t  
r u n n in g , "  s a id  P e te r  B a r d e n ,  s p o k e s m a n  fo r  th e  N e w  Y o r k

P o w e r  A u th o r i t y .

A  s im i la r  s to r y  c o u ld  w e l l  b e  t r u e  fo r  O r e g o n  in  a n

e m e r g e n c y .  T h e s e  p la n ts  a n d  o th e r  s m a l l  s c a le  r e n e w a b le

p r o je c ts  in  th e  a g g re g a te  c o n t r ib u te  to  th e  e c o n o m ic  w e l l

b e in g  o f  th e ir  lo c a l  c o m m u n it ie s  a n d  th e  t r a n s m is s io n  g r id .  

T h o s e  in  r u r a l  a r e a s  a n d  a t  th e  " e n d  o f  th e  l in e "  c o n t r ib u te  to

e f f ic ie n t  v o l ta g e  r e g u la t io n .  In  a g g r e g a te  th e s e  r e n e w a b le

fa c i l i t ie s   r e d u c e  d e p e n d e n c e  u p o n  fo r e ig n  s o u r c e s  o f  fo s s i l

fu e ls ,  e n h a n c e  O r e g o n 's  d iv e r s i t y  o f  g e n e r a t io n ,  s u p p o r t  th e

t r a n s m is s io n /d is t r ib u t io n  s y s te m  in  r e m o te  a r e a s ,  p r o v id e

lo c a l e m p lo y m e n t ,  a n d  c a n  m a k e  la r g e  c o n t r ib u t io n s  to  lo c a l
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ta x  b a s e s .  T h e  p o l ic y  o f  th e  C o m m is s io n  a n d  S ta te  s h o u ld  b e

to  s u p p o r t  th e  c o n t in u e d  o p e r a t io n  o f  th e s e  u n iq u e ly  v a lu a b le

s m a l l  s c a le  r e n e w a b le  g e n e r a to r s .

T h e  F R C  th u s  u r g e s  th e  C o m m is s io n  to  c o n s id e r  th e

lo n g e s t  d u r a t io n  r e a s o n a b ly  fe a s ib le  fo r  c o n t r a c t  d u r a t io n ,  to

n o t  m a k e  in s u r a n c e  c o v e r a g e  m a n d a to r y ,  a n d  to  a p p r o v e  a

m o d e s t  a d d e r  o f  .5  to  1 .5  m i l ls  fo r  s m a l l  p o w e r  p r o d u c e r s .

D a te d :  D e c e m b e r  2 3 ,  2 0 0 4 R e s p e c t fu l ly
s u b m it te d ,

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _
L IN D A  K .  W IL L IA M S
O S B  N o .  7 8 4 2 5
1 0 2 6 6  S .W .  L a n c a s te r  R o a d
P o r t la n d ,  O R   9 7 2 1 9
( 5 0 3 )  2 9 3 - 0 3 9 9    fa x  2 4 5 - 2 7 7 2
la w y e r @ lin d a w i l l ia m s .n e t

CERTIFICATE OF SERVICE

I hereby certify that I filed by facisimile and mail the Original and 5 copies of the foregoing Opening Post-
Hearing Brief and further certify that I served true copies of same by e-mail this date and by depositing in the
U.S. Postal Service at Portland, Oregon, with first class postage prepaid, to the parties in UM 1129, addressed
as listed and following:

December 23, 2004 _________________
Linda K. Williams


