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 DISPOSITION:    STANDARD INTERCONNECTION PROCEDURES  
   AND AGREEMENTS ADOPTED FOR LARGE         

QUALIFYING FACILITIES 
 

I.   INTRODUCTION 
 
  This docket was opened to investigate the implementation of standard 
procedures and agreements for Qualifying Facilities (QFs).  Although the docket was 
originally designed to address matters related to QFs with nameplate capacity greater than 
10 megawatts (MW), the scope of the investigation was subsequently limited to QFs larger 
than 20 MW.  Utilities were asked to submit draft QF interconnection procedures and 
agreements based upon the standard Federal Energy Regulatory Commission (FERC) Large 
Generating Interconnection Agreement and Procedures.   
 
  Following various proceedings, workshops, and filings, PacifiCorp, dba 
Pacific Power (Pacific Power); Portland General Electric Company (PGE); and Idaho Power 
Company (Idaho Power) (collectively, Utilities) jointly filed both a proposed Qualifying 
Facility Large Generator Interconnection Procedures (QF-LGIP) and a proposed Qualifying 
Facility Large Generator Interconnection Agreement (QF-LGIA).  Each document contained 
the Utilities’ desired modifications from the FERC versions.   
 
   The Industrial Customers of Northwest Utilities (ICNU), the Oregon 
Department of Energy (ODOE), and the Staff of the Public Utility Commission of Oregon 
(Staff) filed comments in response to the Utilities’ joint filings.   
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II.   DISCUSSION 

We have reviewed the Utilities’ joint redline version of QF-LGIP and QF-
LGIA, as well as responsive comments filed by Staff and intervenors.  Many of the Utilities’ 
proposed changes were not contested and, with the exception of those few discussed below, 
are adopted without comment.   

 
We discuss below the Utilities’ proposed changes that were contested by Staff 

or intervenors, as well as others we address on our own motion.  We divide the discussion 
into five main issues:  (1) Allocation of Network Upgrade Costs; (2) Liquidated Damages; 
(3) Filing Procedures; (4) Jurisdictional Modifications; and (5) Miscellaneous Issues.  

 
A. Allocation of Network Upgrade Costs  
 
 The primary disputed issue in this docket is the cost allocation of network 
upgrades.  The Utilities propose deleting Article 11.4 of the FERC Large Generator 
Interconnection Agreement (LGIA), which provides for refunds to the Interconnection 
Customer of amounts expended on network upgrades.  Removing Article 11.4 would place 
the full costs of network upgrades upon the Interconnection Customer.  The Utilities contend 
the Interconnection Customer must pay for network upgrades to ensure that ratepayers 
remain indifferent to power purchased from QFs.  According to the Utilities, requiring the 
Transmission Provider to pay for network upgrades would alter the avoided cost of power 
and thereby violate the Public Utility Regulatory Policies Act (PURPA) 16 U.S.C. §824a-
3(b) and (d).1   
 
  The Utilities also contend removal of Article 11.4 is required because the 
Commission has expressed a preference for not segregating transmission costs and network 
upgrades from the avoided cost calculation.   The Utilities claim that the costs of network 
upgrades are generally built into the avoided cost rates.2 
 
 ODOE recommends that Article 11.4 be retained in order to promote the 
development of renewable energy sources.  ODOE also contends that, because network 
upgrades provide benefits to the system as a whole, the costs should be borne by the 
Transmission Provider.  According to ODOE, the avoided cost rates would not be affected by 
such an allocation, because the benefits provided to the system would compensate for the 
costs incurred.  ODOE concedes that the Interconnection Customer should bear the cost of 
any network upgrade where it is the sole beneficiary of the upgrades, but contends that the 
utility should have the burden to establish that the Interconnection Customer is sole 
beneficiary of the upgrades.3   
 

                                              
1 Joint Reply Comments of PGE, Pacific Power and Idaho Power at 6-8. 
2 Id. At 8-9. 
3 ODOE Reply Comments at 2-3. 
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 ICNU also argues that Article 11.4 should be retained because network 
upgrades benefit all customers.  ICNU contends the provision should be modified, however, 
to add a direct payment mechanism reimbursing Interconnection Customers for the costs of 
network upgrades.  The direct payment system would be based on Article 11.4.1 of the 
California Large Generator Interconnection Agreement (CA-LGIA).4  The proposed direct 
payment plan consists of direct payment on a levelized basis over a five-year period 
commencing upon commercial operation or any mutually agreeable payment schedule.  
ICNU argues that a direct payment mechanism would allow cost recovery to be separate 
from power costs and that such direct payments would not affect avoided cost rates.5 
 
 Staff generally agrees that the costs of network upgrades should be borne by 
the Interconnecting Customer as opposed to the Transmission Provider.  Staff emphasizes 
that the Commission has previously expressed that PURPA requires providing incentives for 
the development of QFs while limiting the cost to ratepayers to that of the avoided cost rate.6  
Staff also points out that arguments for allocating costs of network upgrades to the 
Transmission Provider were rejected in docket AR 521, where rules were established for 
small generating facilities, directly allocating system upgrades to the Interconnection 
Customer.7 
 
 Staff agrees with the premise, however, that the Transmission Provider should 
be responsible for network upgrades if it can be shown that such upgrades will benefit other 
customers on the system.  Contrary to ODOE recommendation, Staff contends that the 
Interconnection Customer should have the burden of quantifying the benefit enjoyed.8   
 
 Commission Disposition 
  
  As noted by the Utilities, transmission costs and network upgrades are 
included in the calculation of avoided cost rates.  Consequently, QFs are currently 
compensated for these costs pursuant to the rates established in their respective purchased 
power agreements with the utilities.  For this reason, we conclude that Article 11.4 should be 
modified such that Interconnection Customers are responsible for all costs associated with 
network upgrades unless they can establish quantifiable system-wide benefits, at which point 
the Interconnection Customer would be eligible for direct payments from the Transmission 
Provider in the amount of the benefit. 
 
  We are not persuaded by ICNU’s arguments that requiring Transmission 
Providers to pay for network upgrades would not affect the avoided cost rate and thus impose 
higher costs on the ultimate ratepayer.  ICNU’s reliance on the reimbursement provisions set 
forth in the CA-LGIA9 is misplaced, as the CA-LGIA is a FERC tariff that is not bound by 
the limitations imposed by PURPA.  Moreover, ICNU’s argument that FERC has long held 
                                              
4 ICNU Opening Comments at 7. 
5 ICNU Opening Comments at 3. 
6 Id. at 4 (citing Commission Order No. 05-584 [Docket UM 1129] at 11).  
7 Id. at 4-5. 
8 Staff’s Reply Comments at 6. 
9 ICNU Opening Comments at 7.  ( Although ICNU does not provide a citation to this document, a CA-LGIA 
can be found at http://www.caiso.com/1791/1791bfdc382e0.pdf) 
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that Network Upgrades provide system wide benefits10 is not persuasive to this point.  None 
of the authorities cited are related to facilities governed by PURPA and thus none faced the 
limitation of the avoided cost rate. 
 
B.   Liquidated Damages  
 
  Article 5.1.2 of the FERC LGIA provides for an Alternate Option for the 
engineering, procurement, and construction of interconnection facilities and network 
upgrades.  In the event the Transmission Provider fails to meet certain deadlines for 
completion of the Interconnection Customer’s interconnection facilities, the Alternate Option 
requires the payment of liquidated damages by the Transmission Provider to the 
Interconnection Customer.  Parties dispute the inclusion of this provision within the  
QF-LGIA. 
 
  The Utilities urge the removal of the Alternate Option.  The Utilities argue 
that there could potentially be circumstances beyond the control of the Transmission Provider 
that would result in the failure to meet agreed-upon deadlines.  In such a case, the Utilities 
argue that the Transmission Provider would be exposed to liability where it was not at fault.11   
 
 Staff argues that Article 5.1.2 should be retained in the final agreement.12  
Staff notes that without the Alternate Option, there are no consequences for the Transmission 
Provider if they fail to meet mutually agreed upon deadlines. 
 
 ODOE and ICNU have not taken a position on this issue. 
 
 Commission Disposition 
 
 The Commission believes that Article 5.1.2 of the FERC LGIA should be 
retained in the final QF-LGIA.  The Utilities’ argument that factors beyond the control of the 
Transmission Provider might expose it to liability is not sufficient to eliminate the protection 
for the Interconnection Customer.  Without Article 5.1.2, no penalties are in place to ensure 
that the agreed-upon time schedule for construction of interconnection facilities will be met.   
 
C.   Filing Procedures 
 
 The final adopted QF-LGIP and QF-LGIA must be implemented within the 
tariff structure of each utility either as a separate tariff, an attachment to a tariff, or included 
as a reference within a tariff.  The parties disagree as to the appropriate treatment of the  
QF-LGIP and QF-LGIA. 
 
 
 

                                              
10 Id. at 5-6; ICNU Reply Comments at 3-6. 
11 Justification for Proposed Change, Joint Utility Redline LGIA Article 5.1.2. 
12 Staff’s Reply Comments at 3. 
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 The Utilities do not believe that the standardized procedures and agreements 
should be filed as tariffs or as attachments to tariffs.  Alternatively, the Utilities propose 
adding the following language to each Utilities’ tariff: 
 

Interconnection of a QF of 20 MW capacity or more shall 
be governed by the terms, conditions and provisions of the 
Commission-approved QF interconnection procedures and 
the Commission-approved QF interconnection agreement 
available on the Company's website at [insert] and 
available from the Company upon request.13 

 
In support of their argument, the Utilities note that state tariffs generally deal exclusively 
with retail sales to customers, which is unrelated to QF procedures and agreements.  The 
Utilities also note that the small generator interconnection agreements and procedures are not 
attached to tariffs, arguing that QFs would not expect that large generator agreements and 
procedures would be included in tariffs.14 
 
 Staff believes that the standardized procedures and agreements should be filed 
by the individual utilities as separate tariffs or as attachments to a tariff.  Staff refers to the 
procedures established for QF contracts in docket UM 1129 where the contracts were treated 
as a “quasi-tariff” that should be filed with the Commission.15  Additionally, Staff argues that 
the procedures and agreements should be filed as tariffs in order to give them force of law.16  
Staff supports this argument by citing the holding in American Can Co. v. Davis17, which 
establishes that a contract between a utility and a customer means nothing unless it is filed as 
a tariff.  
 
 ODOE and ICNU have not taken a position on this issue. 
 
 Commission Disposition  
  
 We recently concluded that avoided cost rates, which must be filed with and 
approved by this Commission, are not tariffs subject to the filing and suspension 
requirements imposed by ORS 757.205, et seq.18  Rather, we concluded that the avoided 
costs rates were subject to a separate statutory scheme set forth in ORS 758.505 to 758.555, 
implementing PURPA.  Although the Commission must review and approve the rate filings, 
the legislature has not mandated an investigation or hearing to determine the reasonableness 
of those rates.   
 

                                              
13 Joint Reply Comments of PGE, Pacific Power and Idaho Power at 5. 
14 Id. 
15 Staff Opening Comments at 2-3. 
16 Id. at 3. 
17 28 Or App 207 (1976), rev den 278 Or 393 (1977). 
18 See Investigation to Determine if Pacific Power’s Rate Revision is Consistent with the Methodologies and 
Calculations Required by Order No. 05-584, docket UM 1442, Order No. 09-427.  
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 We reach a similar conclusion here.  The standardized procedures and 
agreements should be filed with the Commission for approval under our PURPA mandate, 
not as tariffs subject to suspension and investigation.19  We adopt the alternative language 
proposed by the Utilities. 
 
D.   Jurisdictional Modifications 
 
 Various sections throughout the FERC LGIA and LGIP reference the need to 
obtain FERC approval of certain actions.  The Utilities’ joint QF-LGIP and QF-LGIA 
generally removed these provisions with the justification that FERC does not have 
jurisdiction over QF matters here in Oregon.   
 
 ODOE and ICNU have not taken a position on any of the proposed 
jurisdictional modifications. 
 
 Staff proposed adding a requirement to Article 3 of the QF-LGIA that the 
Transmission Provider file the executed QF-LGIA with the Commission. 
 
 Commission Disposition 
 
 Staff’s proposed requirement that the executed QF-LGIA be filed with the 
Commission is adopted.  Language specifying that the Transmission Provider is required to 
file the executed QF-LGIA with the Commission has been added to Article 3.1 of the  
QF-LGIA.   
 
 As none of the parties, either in opening or reply comments, addressed the 
multiple instances of removing FERC jurisdiction without substituting Commission 
jurisdiction, we hereby adopt the Utilities’ proposed changes.   
 
E.   Miscellenous Issues 
 

1. Effective Date Definition 
 
 Staff believes that the definition of Effective Date is still unclear.  Staff 
questions whether the agreement is effective upon signing or upon completion of upgrades 
and commissioning testing.  The Utilities’ definition merely states that the agreement shall be 
effective upon execution of the parties. 
 

                                              
19 This distinction renders the decision in American Can Co. v. Davis inapplicable.  In that case, the court 
applied the filed-rate doctrine to hold that only the Commission can establish retail rates charged by a utility to 
a retail customer, and that a utility and customer cannot set rates by private tariff.  Here, we have no tariff, but 
conclude that the interconnection procedures and agreements must nonetheless be filed for approval under our 
responsibilities to implement PURPA. 
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 Commission Disposition 

 The definition for Effective Date contained in both the QF-LGIA and  
QF-LGIP is identical to the definition in the adopted agreements and procedures in AR 521, 
concerning small generator QFs.  In the furtherance of consistency, we believe that the 
current definition is sufficiently clear and should be retained in the current form.  
 
 2.   Dispute Resolution Mechanism 
  
 The original FERC LGIA and LGIP, as well as the Utilities’ proposed  
QF-LGIA and QF-LGIP contain provisions detailing arbitration procedures for dispute 
resolution among the parties.  The Utilities’ proposed version contains mechanisms for 
external, third-party supervised arbitration of disputes without an option for dispute 
resolution through the Commission. 
 
 ODOE proposed that the Commission adopt the dispute resolution mechanism 
adopted in AR 521 and codified in OAR 860-082-0080.  ODOE argued that adopting the 
dispute resolution language from AR 521 would provide consistency across all QFs and also 
would provide more detailed specifications for what a petition for arbitration should contain.   
 
 Staff and ICNU have not taken a position on this issue. 
 
 Commission Disposition 
 
 We adopt ODOE’s proposal to add the dispute resolution mechanism from 
AR 521 to the QF-LGIA and QF-LGIP.  The adopted language, found in Article 27.2 of the 
QF-LGIA and 13.5.2 of the QF-LGIP provides the parties the option of petitioning the 
Commission for resolution of disputes.  Dispute resolution before the Commission has been 
added as an option for the parties and does not replace the existing procedures for third-party, 
external arbitration of disputes.  We believe it is important to provide the parties the option of 
utilizing the commission as a dispute resolution body for reasons of both efficiency and 
consistency.  Additionally, QF-LGIA Article 9.8.2 – Third Party Users has been modified to 
reflect that parties may submit disputes to the Commission for resolution. 
 
 3.   Record Keeping and Reporting Requirements 
 
 The Utilities’ proposed QF-LGIA and QF-LGIP do not contain any specific 
requirements for recording data related to interconnection requests and executed 
interconnection agreements.   
 
 The ODOE proposed adding robust reporting and filing requirements in order 
to record data related to various aspects of the operation of the QF-LGIA and QF-LGIP.  
ODOE proposes that the Commission adopt reporting requirements similar to those adopted 
in AR 521, which requires the Utility to submit various data related to interconnection with 
QFs.  Specifically, ODOE proposes that the Commission adopt language similar to that 
codified in OAR 860-082-0065. 
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 Staff and ICNU have not taken a position on this issue. 
 
 Commission Disposition 
 
 We adopt the proposed addition of reporting and record keeping requirements 
for the Transmission Provider.  The data collected will provide a useful data set for 
evaluating the effectiveness of the QF interconnection process.  Language from OAR 860-
082-0065 has been added to Article 3.2 of the QF-LGIA, requiring the Transmission 
Provider to submit annual reports to the Commission detailing QF interconnection activity. 
 

4.   QF-LGIA Article 11 - Good Utility Practice 

  ICNU, in opening comments, proposed adding express language to Article 11 
detailing that costs must be incurred in accordance with Good Utility Practice.  The Utilities 
and Staff do not object to the addition of the requested language to Article 11.  ODOE did 
not take a position on this issue.  As the proposal is unopposed, we adopt the additional 
language and reference to Good Utility Practice has been added to Article 11.2. 
 
 5.   Interconnection Feasibility Study 
 
 The Utilities proposed adding language to Article 6.1 of the QF-LGIP 
clarifying that the $10,000 deposit referenced is a separate deposit, specifically applicable to 
the Interconnection Feasibility Study.  The Utilities stated justification for the clarification is 
so that interconnection customers clearly understand that the referenced $10,000 deposit is a 
separate, additional deposit to the initial $10,000 deposit required by Article 3.1. 
 
 Staff objects to the addition of this language and argues that an additional 
$10,000 deposit is excessive.   
 
 Commission Disposition 
 
 We agree with the Utilities that the deposit specified in Article 6.1 is a 
separate, additional deposit.  Treating the deposit requirement in Article 6.1 as separate and 
additional is consistent with deposit requirements for both Interconnection System Impact 
Studies and Interconnection Facilities Studies.  Additionally, Section 6 of Appendix 2 to the 
QF-LGIP specifies that the Interconnection Customer is to provide a $10,000 deposit for the 
Interconnection Feasability Study.  The Utilities’ proposed language is adopted. 
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 6.   Miscellaneous Party Proposals 
 
 Throughout the rounds of briefing in this matter, the parties submitted various 
proposals for modifications to the QF-LGIA and QF-LGIP.  Only three submitted by Staff, 
however, offered specific modifications to the documents.  Those three are individually 
addressed below.  
 
  a.   Point of Delivery – Definition  
 
 Staff proposes that for the QF-LGIA and QF-LGIP, the definition of Point of 
Delivery should be the “Point of Interconnection” as opposed to the Utilities’ proposed 
definition, which reads: “Point of Delivery” shall mean the point on the Transmission 
Provider’s Transmission System where capacity and energy will be made available to the 
Transmission Provider.”   
 
 In the QF-LGIA and QF-LGIP, Point of Delivery is primarily used in 
discussions of Net Output.  As Net Output relates to the financial transaction through the sale 
of the output, the Utilities’ definition is adopted.   
 
  b.   QF-LGIA Article 2.2 
 
 Staff proposes adding language clarifying that once a QF has established 
interconnection that it should not be subject to further network upgrade costs.  Staff proposes 
adding the terms “specific” and “individual” to the text of Article 2.2.   
 
 We adopt Staff’s proposed additions as the additions are reasonable and 
further a desirable policy outcome.   
 

  
 




























































































































































































































































































































