ORDER NO. 20-292

ENTERED  Aua 28 2020

BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON
UM 1729(4)
In the Matter of
PACIFICORP, dab PACIFIC POWER, ORDER

Update to Standard Avoided Cost Schedule
for Qualifying Facilities.

DISPOSITION: STAFF’S RECOMMENDATION ADOPTED

At its public meeting on August 25, 2020, the Public Utility Commission of Oregon
adopted Staff’s recommendation in this matter. The Staff Report with the
recommendation is attached as Appendix A.

BY THE COMMISSION:
7 7/ 7/
: r‘&{.ﬂ( / vin

v

Nolan Moser
Chief Administrative Law Judge

A party may request rehearing or reconsideration of this order under ORS 756.561. A
request for rehearing or reconsideration must be filed with the Commission within 60 days
of the date of service of this order. The request must comply with the requirements in
OAR 860-001-0720. A copy of the request must also be served on each party to the
proceedings as provided in OAR 860-001-0180(2). A party may appeal this order by filing
a petition for review with the Circuit Court for Marion County in compliance with ORS
183.484.
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ITEM NO. CA13

PUBLIC UTILITY COMMISSION OF OREGON
STAFF REPORT
PUBLIC MEETING DATE: August 25, 2020

REGULAR @ CONSENT X EFFECTIVE DATE August 26, 2020
DATE: August 17, 2020
TO: Public Utility Commission
FROM: Eric Shierman

THROUGH: Bryan Conway and JP Batmale SIGNED

SUBJECT: PACIFIC POWER:
Docket No. UM 1729(4)
Update to Standard Avoided Cost Schedule for Qualifying Facilities.

STAFF RECOMMENDATION:
The Public Utility Commission of Oregon (Commission) should adopt Pacific Power’s

(PacifiCorp or Company) filing, which updates its Standard Avoided Cost Schedule
payments.

DISCUSSION:

Issue

Whether the Commission should approve Pacific Power’s update to its Standard
Avoided Cost Schedule.

Applicable Rule

OAR 860-029-0040(4) (a) requires utilities to file updated avoided cost prices for
qualifying facilities under the Public Utility Regulatory Policies Act of 1978 within
30 days of Commission integrated resource plan (IRP) acknowledgment.

Analysis

Background
On June 8, 2020, the Commission acknowledged PacifiCorp’s 2019 IRP with
Order No. 20-186. The Company filed its post-IRP update of standard avoided cost
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purchases from eligible qualifying facilities that same day. At the time, PacifiCorp’s May
18t annual update was already on the agenda of the June 16, 2020 Public Meeting. The

current prices were approved by the Commission at that public meeting in

Order No. 20-193. The Company first proposed an effective date of July 18, 2020.
PacifiCorp twice filed extensions of the effective date at the request of Staff.

Comparison

To compare all price changes, Staff asked the Company for a redline strikeout version

of tables of the new proposed prices with the prices currently in effect.’

Figure 1: Standard Fixed Avoided Cost Prices for Base Load and Wind QF ((¢/kWh)

Wind
Delivernies Base Load QF (13) Wind QF (1.2-3) Integration
During On-Peak Off-Peak On-Peak Off-Peak All hours
Calendar Energy Energy Energy Energy Energy
Year Price Price Price Price Charge
@ ) © @ e
2020 2.58 1.92 2 54252 1 88456 039
2021 3.11 223 3.093-05 221212 0.19
2022 3.15 2.26 3.132-50 223228 0.27
2023 324 224 322318 221217 0.29
2024 3.33 232233 3.294=26 229204 0.35
2025 341 234214 335334 228268 0.61
2026 514371 311254 6.053-64 3 0624+ 0.45
2027 536412 32712712 6.264-85 320264 069
2028 561432 347285 651425 3.3821% 0.93
2029 5 86442 3.684+-06 6.754-64 3. 55200 120
2030 6.11625 3.883-33 6.994-13 3.723-25 161
2031 631645 4.033-46 721428 3.86338% 163
2032 651665 4.183-66 743443 4.003-52 174
2033 6.716-84 433393 7.654-58 4.153-65 1.79
2034 695768 451396 1.92497 434382 1.75
2035 11573+ 4.694-82 8.184-05 452208 1.72
2036 740451 4 84420 S.44a1n 4.694-1+ 1.58
2037 7172782 5.11445 8785237 4.95435 1.62
2038 7199808 532464 9.07557 515454 1.66
2039 8.32 5.59 943 542 170
2040 8.50 2063 223 14
1 PacifiCorp. Response to OPUC Data Request 13 UM 1729, August 7, 2020.
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Figure 2: Standard Fixed Avoided Cost Prices for Fixed and Tracking Solar QF ((¢/kWh)

Solar
Deliveries Fixed Solar QF (1.2-2) Tracking Solar QF (1.2-%) Integration
During On-Peak Off-Peak On-Peak Off-Peak All hours
Calendar Energy Energy Energy Energy Energy
Year Price Price Price Price Charpe
(& ® ® (k) o
2020 255254 1.891-286 255251 1.894-26 031
2021 3.103-05 2.22218 3.10365 222218 0.15
2022 3.133-08 224219 3.133-08 2.242-19 0.22
2023 322317 222217 3.22317 222217 0.24
2024 330325 2.292.03 330325 2.292.03 0.29
2025 3 3042+ 2 2930+ 3. 36424 2 2925+ 0.50
2026 3.673-63 3.07246 3.773-63 307246 037
2027 3 83464 322264 394464 322264 0.56
2028 403424 340277 413424 340277 0.76
2029 422464 357258 4 32« 3572568 105
2030 441746 375324 452767 375324 131
2031 457263 3.903-32 463290 390337 1.32
2032 473791 404351 484812 404351 142
2033 R 4. 18464 5.0082= 4.1824-64 145
2034 509839 437381 521862 437381 142
2035 5.298-65 4.553-92 5.413.88 4.553.932 1.40
2036 S.4785% 4 72448 5.608-1+ 4 72446 128
2037 5.759.22 4.984-35 5.889.46 4.984-35 131
2038 297956 218454 6.10975 218454 134
2039 6.26- 3.45- 6.39- S5.45- 137
2040 639 5 652 5.56 4
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Figure 3: Renewable Fixed Avoided Cost Prices for Base Load and Wind QF (¢/kWh)

Renewable Base Load QF Wind
Deliveries (14) Wind QF (1.2-%) Integration
During On-Peak Off-Peak On-Peak Off-Peak All hours
Calendar Energy Energy Energy Energy Energy
Year Price Price Price Price Charge
(@) (b) (c) (d) 1G]
2020 2.58 1.92 254252 1.884-88 0.39
2021 311405 223144 3.09+-74 221138 0.19
2022 315411 226453 313144 2231437 0.27
2023 324425 224152 322182 221146 0.29
2024 416438 169451 456129 165145 035
2025 429440 175454 467454 169448 0.61
2026 439460 174156 480200 1.70+49 045
2027 453472 1.78+5% 493267 171458 0.69
2028 ERE 188163 5022069 178156 093
2029 479452 193465 514235 180458 129
2030 493504 199167 527220 182159 161
2031 5055415 204321 539225 188483 163
2032 513522 214179 54822 19617+ 174
2033 5.2253% 2.23+-86 5.58228 2.05++8 LTS
2034 531540 230493 568232 213184 175
2035 541550 236493 579235 219439 1.72
2036 552563 239202 593246 224492 158
2037 5.635-85 246207 6.052.44 230492 1.62
2038 575596 253212 618248 237203 1.66
2039 2.89 2.59 632 242 L70
2040 6.03- 2.64 648 241 174
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Figure 4: Renewable Fixed Avoided Cost Prices for Fixed and Tracking Solar QF (¢/kWh)

Solar
Deliveries Fixed Solar QF (1.2-2) Tracking Solar QF (1.2-2) Integration
During On-Peak Off-Peak On-Peak Off-Peak All hours
Calendar Energy Energy Energy Energy Energy
Year Price Price Price Price Charge
(e) &3] ) (m) )]

2020 255251 1.851-284 255251 1.891L-24 031
2021 310441 222138 310471 2.2213% 0.15
2022 3.134-42 224448 3.13448 224148 0.22
2023 322482 222445 322494 222145 024
2024 229476 166144 248508 16644 0.29
2025 235488 170447 25552 170447 0.50
2026 242500 171148 262534 171448 037
2027 250542 173445 271548 1.73445 0.56
2028 254523 180455 275558 180455 0.76
2029 261525 183457 28354 1.8345F 1.05
2030 269547 185158 291584 185158 131
2031 2.755-59 191463 298597 191463 1.32
2032 278568 2.00+70 3.01606 2.00+76 142
2033 2 825+ 2 084+ 3.06646 2 0847+ 145
2034 2.865-87 2.161-83 3.10627 2.161-83 1.42
2035 2.90592 2.224-88 3.15638 2.224-88 1.40
2036 2 97616 2274502 32765+ 227402 128
2037 3.03622 2331841 3.296-84 233481 ik 1
2038 3.09633 2 40202 3.356.76 2.402.02 134
2039 3.16 245 343 2.45 1.37
2040 3.24 2.50 3.52 2.50 140

During the last post-IRP avoided cost update, the 15-year levelized price of fixed
renewable avoided cost prices for renewable resources were a concern.? To capture
this difference across time in one price, here is a comparison of a 15-year levelization of
current fixed renewable prices with the proposed new prices.

2 OPUC. Order No. 18-273, July 18, 2020, pages 11-14.
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Price Baseload Wind Fixed Solar  Tracking Solar
Current $57.98 $29.41 $61.98 $65.65
Proposed $55.92 $58.55 $37.71 $39.50

PacifiCorp’s proposed prices for wind resources are higher than the base load resource,
and the solar prices are lower, a reversal of current renewable fixed prices.

Drivers of Change

The post-IRP update resulted in several changes. The demarcation of resource
deficiency for standard fixed avoided cost prices moved up from 2030 to 2026, resulting
in increases to on-peak avoided cost prices starting in 2026. For renewable fixed
avoided costs, resource deficiency for renewable fixed avoided costs moved back from
2021 to 2024, resulting in a decline of on-peak renewable avoided cost prices.

Second, decreases in the cost of proxy resources, due to technological improvements,
put downward pressure on prices in the long-term.

The most substantive changes in this filing are to avoided cost rates for solar resources,
and are due to a third driver, changes to the capacity contributions of solar resources.
Here are the capacity contributions behind the proposed prices for wind and solar
resources, which are taken from PacifiCorp’s acknowledged IRP.

The wind resource capacity contribution has grown:

LC67 11.8% 53.9% 64.8%
LC70 54.5% 11% 14.8%

The solar resource capacity contribution has decreased significantly.
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2019 IRP Capacity Contribution Values

Capacity Factor | L .
(%) Capacity Contribution (%)
Annual Summer Winter
Tracking Solar
Idaho Falls, ID 28% 12% 13%
Lakeview, OR 29% 15% 14%
Milford, UT 32% 10% 23%
Yakima, WA 25% 12% 10%
Rock Springs, WY 30% 11% 19%
Wind
Pocatello, ID 37% 19% 27%
Arlington, OR 37% 57% 21%
Monticello, UT 29% 18% 22%
Goldendale, WA 37% 57% 21%
Medicine Bow, WY 44% 13% 35%
Source: 2019 IRP, Table N.4 - Final CF Method Capacity Contribution Values for Wind, Solar, and Storage
Fixed Tilt Solar
Oregon | 25% 11% |  14%
Source: 2019 IRP, Final CF Method inputs applied to OR Fixed-Tilt Solar Profile
Seasonal Contribution Weighting 92% 8%

Source: 2019 IRP, Appendix N workpapers

The capacity factors and seasonal weightings for solar resources in the 2019 IRP create
significantly lower capacity contributions for both fixed and solar resources than what
has been in place since the 2017 IRP. The solar resource modeled in the IRP in Oregon
is located in Lakeview. Its capacity contribution in the 2019 IRP is 14.8 percent,
reflecting the blending of a seasonal weighting of 92 percent for the summer peak
period’s 15 percent capacity contribution and a weighting of 8 percent during the winter
peak period’s 14 percent capacity contribution. The proposed avoided cost prices for
both fixed and tracking solar reflect this significant drop in capacity contribution for solar
resources.

During a workshop call held on August 11, 2020, Staff asked PacifiCorp to explain the
decrease in capacity contribution of solar resources. Company personnel responded
that substantive solar generation has been added to the system such that hours with the
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highest loss of load probability (LOLP hours) have moved away from hours that are
typically more solar-generating intensive. And, in general, as more solar renewables are
added to the system the capacity contribution of this resource decreases.

At that same video conference workshop on August 11, 2020, with representatives of
PacifiCorp and stakeholders, the Community Renewable Energy Association and the
Renewable Energy Coalition voiced concern about this drop in solar prices. However, it
is Staff’'s understanding that no stakeholder intends to challenge PacifiCorp’s proposed
avoided cost prices.

Staff understands how PacifiCorp arrived at the capacity contribution adjustment for
solar avoided cost prices and confirms that PacifiCorp followed established methods in
applying the acknowledged data into the Company’s post-IRP update.

Peak Hours

Peak hours are identified as 6 a.m. to 10 p.m., which to Staff seem very broad. Defining
a more precise on-peak period is likely to reflect costs more accurately and be more
representative of loss of load probability analysis. Staff believes that a shorter, more
targeted peak period will have two impacts. First, peak period prices will increase as the
same marginal capacity costs are spread over fewer hours. Second, a more precise
identification of peak hour costs may shorten the payback period for investments in
battery storage and other technological innovations designed to deliver solar power
more effectively over the more narrowly-defined peak periods.

Staff believes this issue, which represents a methodological change to PacifiCorp’s
price calculation, should be explored further in UM 2000 and UM 2011. For the
purposes of this post-IRP avoided cost update, Staff is not recommending changes to
the Company’s traditional definition of peak hour definitions.

Conclusion

Staff has no recommended changes to Pacific Power’s avoided cost update.

PROPOSED COMMISSION MOTION:

Approve Pacific Power’'s update to its Standard Avoided Cost Schedule.
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