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Stakeholders generally supported PGE’s efforts, with RNW noting that PGE’s load
forecasting, grid needs identification (including the prioritization process), and
risk/reliability methodologies provide good to excellent insight into these processes.
Staff appreciates PGE’s work to present this highly complex and technical material as
accessibly as possible. The Plan has greatly increased insight to this critically important
work. Staff finds that the discussion in chapter five meets the Guideline requirements.

Review of Proposed Solutions

PGE’s Plan does not include project-specific data used by the Company to develop the
solutions for each identified grid need. A key aspect of the Guidelines was documenting
how solutions were assessed to meet grid needs. This is fundamental to enabling
optimization of distribution system operational efficiency and customer value. Guideline
5.3b also prescribes that a Plan provide a project specific set of data used to develop
solutions for each identified grid need. Despite the Guideline’s lack of clarity about how
to evaluate whether proposed solutions solve a respective grid need, Commission
guidance was clear on documenting the link between grid needs and proposed
solutions.*®

Staff submitted project specific Information Requests to PGE in pursuit of understanding
how solutions proposed in the Plan addressed the grid needs they were intended to
resolve. The Information Requests prompted a useful dialogue that revealed clarity
lacking from the Part Two Plan in several respects. First, at a practical level, because
DSP is a forward-looking exercise, a utility may be prepared to propose a projectin a
DSP filing, but may not have completed preparing all the engineering and analysis for
the project. Further, the utilities expressed concerns surrounding confidentiality and
duplicative effort in providing project specific information as part of a DSP proceeding, a
general rate case, or both. Ultimately PGE provided project specific data on projects
from Table 26 as confidential responses to Staff's Information Requests. Staff
appreciates PGE’s willingness to provide a set of useful information and engage in
productive dialogue. For now, project specific data will be included in general rate cases
for projects predicted by utilities to be in service prior to the effective date for rates
resulting from the general rate case filing. The clarity of Guideline 5.3b, including
whether filings should include project specific information, and when Staff or

45 Guideline 5.3b reads as follows: For each identified Grid Need provide a summary and description of
data used for distribution system investment decisions including: discussion of the proposed and various
alternative solutions considered, a detailed accounting of the relative costs and benefits of the chosen
and alternative solutions, feeder level details (such as customer types on the feeder; loading information),
DER forecasts and EV adoption rates.
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stakeholders are to evaluate whether proposed projects meet the Guideline
requirements, needs to be improved in the future.

4. Non-Wires Solutions

NWS are, in simple terms, the use of DERs to address grid needs. NWS are important
because they present the possibility to both address a grid need, and to deliver
additional benefits to customers. Examples of this include energy efficiency measures,
an energy storage system providing a customer resiliency during an outage and grid
benefits at other times, or a demand response plan providing a customer an incentive
for reducing their consumption at a particular time. NWS are often pursued as a lower-
cost alternative to traditional utility solutions, and so in this response may also play a
part in optimization.

PGE developed two NWS pilot proposals from existing grid needs and recommends
moving ahead with both. Although PGE did not conduct a community needs
assessment to inform the development of these two NWS pilots, Staff is supportive of
PGE’s recommendation and finds that the NWS discussion overall meets the
requirements of the Guidelines.*¢ Staff notes PGE’s recommendation presents an
opportunity for future improvement discussed below.

PGE presents its work on NWS in chapter six. Staff understands that PGE reviewed five
NWS candidates in pursuit of developing two concept proposals (as called for by the
Guidelines). These five candidates consisted of existing grid needs which an initial
review suggested may be suitable for NWS. The Company developed the two
proposals, while broader DSP practices were actively evolving. Staff appreciates the
Plan’s discussion and visualization of the process flow in which NWS consideration and
evaluation take place.*’ Staff also appreciates the consideration of how community
needs and grid needs may intersect, and how possible solutions (from DER programs to
traditional, wired utility investments) may align with those needs.*® In screening for two
proposals, PGE considered numerous factors including the type of grid need, the
forecast certainty of the need, the lead time, and minimum project cost. This led to the
selection of the Eastport and Dayton candidates.

e The Eastport candidate explored resolution of a thermal planning criteria
violation, the grid need, for both the Eastport-Plaza feeder and the Eastport WR1

46 See Guideline 5.3d.
47 PGE Distribution System Plan — Part 2, Figure 40, page 109, as well as Appendix E.
48 PGE Distribution System Plan — Part 2, Figure 41, page 110, as well as Appendix E.
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transformer. The Company explored three solutions: a traditional wired solution
to provide a benchmark for evaluating the NWS, and two NWS with differing
deployment of DERs, including energy efficiency. One NWS consisted of a front-
of-the-meter approach relying on utility-scale battery storage, with some
customer DER adoption, which included energy efficiency, demand response,
and solar+storage. The second NWS consisted of more aggressive customer
DER adoption, which reduced the need for a utility scale battery.

e The Dayton candidate explored resolution of a thermal planning criteria violation
of the Dayton-East feeder and the Dayton BR1 transformer. While the violation is
similar to Eastport, the Dayton candidate is a feeder serving about a third as
many customers and is located in a rural area. Like the Eastport candidate, PGE
explored three solutions: a traditional wired solution, a NWS that consisted of just
one front-of-the-meter utility-scale battery storage, and a second NWS that
included customer DER adoption including energy efficiency, which reduced the
need for a utility scale battery.

In innovative and important work for the future, the Company developed costs and
benefits of the wired and these non-wired solutions and makes preliminary efforts to
represent these values from a system perspective. For example, costs of DERs include
estimates of those borne by participants, while benefits of DERs include those to the
broader system, not just those related to addressing the local grid need. However,
proxies are used throughout, and customer/community benefits of DERs are not
quantified. PGE also states its methodology for developing a locational value. For the
Eastport candidate, the value of deferring the wired investment by 10 years is calculated
to be an annualized locational value of $283.39/Kw-year. For the Dayton candidate, the
value is calculated to be $650.53/kW-yr. Both values are orders of magnitude greater
than the current system-wide value of $24.39/kW-yr used for energy efficiency cost-
effectiveness.

The Plan notes PGE’s work to gather equity data for residential customers in the two
areas. This includes: the percentage in multifamily housing, the percentage renting their
homes, the percentage in manufactured homes, the amount of energy assistance
received, the number with registered medical equipment, as well as U.S. DOE LEAD
data*® and U.S. Census data PGE compiled developing the Distributed Generation
Evaluation Map. Staff notes these analyses — capturing costs and benefits, determining

49 U.S. DOE’s Low-Income Energy Affordability Data (LEAD) tool, see
https://www.energy.gov/scep/slsc/low-income-enerqgy-affordability-data-lead-tool.
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locational value, and understanding affected customers — may be valuable and
informative for community based renewable energy projects.

PGE recommends moving forward with the second proposed NWS — more aggressive
customer DER adoption and smaller utility scale battery — at both Eastport and at
Dayton. The Plan notes critical next steps: a more detailed round of DER planning;
validation of that planning by PGE, Energy Trust of Oregon, and other DER-partner
organizations; and finally, PGE distribution engineers validating final plans with a power
flow analysis to confirm the solution addresses the grid needs and no new issues arise.

Staff finds that the NWS discussion meets the requirements of the Guidelines and is
supportive of the PGE’s recommendation. Staff notes the need for additional structure
around further implementation. This includes working with Staff, Energy Trust, and other
stakeholders to clarify the regulatory pathway for advancing these efforts, and to further
review and hone the pilots. Staff suggests one such opportunity may be coordinated
with the Company’s 2024 capital planning cycle that will consider both traditional
solutions and NWS, as described in Appendix E.

5. Near-term Action Plan

The near-term action plan is important because it presents the utility’s proposed
investments in the next two to four years, as well as projected spending to implement
those investments. A transparent presentation of planned projects, and a clear forecast
of spending associated with those projects is vitally important in the pursuit of achieving
long-term optimization of distribution system operational efficiency and customer value.
From this perspective, the action plan may be the most important individual component
of the Part Two filings. Staff finds that the action plan presented in the Plan meets the
Guideline requirements.%® However Staff's review of PGE’s action plan suggests the
next action plan should provide a finer definition of its scope and financial impacts,
including project-specific costs and descriptions. Additionally, there are opportunities for
future improvement discussed below.

PGE presents the action plan in chapter seven. The Company invested an average of
approximately $300 million annually on distribution system upgrades from 2016 to
2020.%" Looking forward, the Plan proposes estimated annual investments of

50 See Guidelines 5.4a, 5.4b, 5.4c, and 5.4d.
51 See Table 3, page 31, in PGE’s DSP Part One filing,
https://edocs.puc.state.or.us/efdocs/HAA/um2197haa85326.pdf.
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$325 million from 2023 to 2026, with a total estimated cost of $1.3 billion. As presented,
the proposed total covers five grid modernization projects, 276 capital projects over the
next four years, and 12 projects to address prioritized grid needs investments in 2023.
Staff focuses on four important aspects of the action plan in the comments that follow.

Grid Modernization

PGE first notes five investments to modernize the grid with a high-level summarization
presented in Table 46.52 More details are included in Appendix K, which is expansive
and builds off PGE’s Part One filing.5® While Table 46 provides high-level information,
and Appendix K provides voluminous detail, the action plan doesn’t indicate specific
actions the Company plans to take implementing these investments, or a timeline for
those actions.

Similarly, and as discussed further below, the action plan next references

12 investments to address prioritized grid needs, and then presents summary
information on nearly 300 grid needs. However, the action plan does not include specific
actions. It is unclear if the action plan is meant to include only the modernization
projects, the modernization projects and the prioritized grid need projects, or the
modernization projects, the prioritized grid needs, and all the grid needs. Staff notes this
uncertainty reveals an opportunity for improved clarity and specificity in future action-
plans.

Distribution System Projects

PGE next notes 12 investments to address prioritized grid needs, previously discussed
in the context of Table 26. The action plan then presents Table 47, which provides an
annual count of 276 total projects by transmission and distribution investment type from
2023 to 2026. Presumably the 12 prioritized grid needs are included in the total,
however it is not clear where these fit into Table 47.

While more specific information on the 12 prioritized grid needs is provided in
Appendix J, the Plan does not provide much information about the remaining

52 These investments include customer DER portal, design of a Virtual Power Plant, enhancements to
AdopDER and other next generation planning resources, ADMS and distribution automation, and finally,
sensing, measurement, and automation, telecommunications, and cybersecurity.

53 Appendix K discusses these five investments, the Company’s Resilience Action Plan, resilience
investments, operational resilience, a discussion of targeted interventions to reduce wildfire risk from the
Company’s Wildfire Mitigation Plan, and finally investments to remove barriers to DER adoption.
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264 projects. The action plan Guidelines reference grid needs irrespective of cause of
the need, priority, estimated cost, etc.5* And so, the lack of information about this
sizable number of projects is a missed opportunity to achieve improved insight. To be
clear, Staff does not suggest PGE erred including or excluding projects in the action
plan. The Guidelines do not provide direction on what projects are to be included in the
action plan, and this lack of clarity about scope, including whether programmatic
investments are to be included with discrete investments, needs to be improved in the
future.

Table 48. High-level action plan estimate

Investment Summary (estimated $M, incurred) 2023 2024 2025 2026 Total

Traditional T&D Investments for Customers,
Reliability, Safety and Compliance

Prioritized Grid Needs (included in Traditional T&D

$285.0 $285.0 $285.0 $285.0 $1,140.0

Investments) $55.3 $56.3 $871 $28.7 $227.4
Grid Modernization Investments $40.0 $40.0 $40.0 $40.0 $160.0
Total T&D and Grid Mod Investment $325.0 $325.0 $325.0 $325.0 $1,300.0

Projected Spending

PGE provides estimated costs for proposed investments, on an annual basis from 2023
to 2026, along with totals, in Table 48. Table 48, excerpted below, presents these
estimated costs broken into two categories, with one subcategory. The first category is
effectively a catch-all and has a total estimated cost of $1.1 billion.%® Prioritized Grid
Needs is a subcategory of the first and has a total estimated cost of $227 million. The
second category is Grid Modernization Investments and has a total estimated cost of
$160 million.

5 See Guideline 5.4a): Action Plan: Provide a 2-4 year plan consisting of the utility's proposed solutions
to address grid needs and other investments in the distribution system.

55 The first category is labeled: Traditional T&D Investments for Customers, Reliability, Safety, and
Compliance.
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Staff notes the lack of financial granularity in PGE’s action plan.5® Presenting estimated
costs at such a coarse level represents a missed opportunity to achieve significant
insight into estimated future spending. The lack of granularity makes it difficult to draw
connections with other sections of the Plan (for example planning portfolio categories in
the Solution ldentification discussion) or to draw comparisons to the baseline
information provided in Part One. Staff also notes the lack of project specific financial
information in PGE’s action plan. This concern is intertwined with the discussion of
omitted project specific data in the Proposed Solutions section of this memo.

Despite these missed opportunities, Staff finds that the action plan presented in the
Plan meets the Guideline requirements.®” Staff does not suggest PGE erred in its
presentation of projected spending in the action plan. The Guidelines currently do not
provide direction on what level of financial granularity is required in the action plan and
should be improved in the future. Staff sees this as a missed opportunity and plans to
address it in DSP guidance going forward so to impact the next plan.

Prior to filing Part Two, PGE identified possible issues with estimating future
investments. These included potential constraints between estimated forecasts in the
DSP and public disclosure of estimated capital expenditures, specifically the quarterly
completion of the U.S. Securities and Exchange Commission Form 10-Q.% Another
concern was about the negative impact providing estimated project costs may have on
the results of competitive bidding outcomes. Staff submitted Information Requests in
pursuit of improving insight, and the Company’s responses prompted a useful
discussion about Staff’'s concerns. Staff appreciates the dialogue with PGE on these
topics, as well as the Company’s responsiveness to the Information Requests. Staff
notes the Plan has improved overall insight substantially, and that despite challenges
identified by PGE, there are opportunities for improving insight into projects and project
costs in future action plans.

56 The first category lumps 264 projects into one $915 million category, and Staff was unable to locate
any project specific information about investments in this category. While Appendix J provides more
information about the 12 prioritized grid needs projects it does not include costs. Though Appendix K
discusses grid modernization plans thoroughly, there is scant mention of costs.

57 See Guidelines 5.4a, 5.4b, 5.4c, and 5.4d.

58 Response to Information Request 16, Form 10-Q is a report of financial performance submitted
quarterly by public companies to the U.S. Securities and Exchange Commission, see
https://www.investor.gov/introduction-investing/investing-basics/glossary/form-10-q.
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Company-Proposed Regulatory Changes

The Plan presents in section 7.4 proposed changes to the existing regulatory framework
addressing cost issues, investments, and incentives. PGE discusses that updated cost
recovery guidance is needed to support proactive investment to make the system DER
ready. PGE notes investments to support TE charging present particularly complex
dynamics. RNW commented the Commission should work to remove regulatory barriers
and encourage proactive grid modernization, as investments that are not aligned with
the current regulatory paradigm may be the most efficient means to accelerate
decarbonization. Staff notes that changing cost recovery principles for proactive grid
investments is a topic that will require deliberate discussion and consideration by Staff,
stakeholders, and the Commission.

PGE calls for updated cost sharing methods for interconnection. Staff notes that future
phases of the Investigation into Interconnection Reform®® will address cost issues and
will be the appropriate venue to consider this issue. PGE presents principles to shift
utility business incentives toward DER development, utilization, and optimization,
including a proposed pilot incentive mechanism for NWS proposals. PGE does not ask
for Commission action, instead seeking to work with the Commission on this topic in the
Company’s next general rate case. Staff thanks PGE for raising this topic and agrees
that the general rate case is the appropriate place to consider such a proposal until, at
such time, the Commission decides upon a more appropriate venue.

The Plan presents ongoing work to improve accounting of costs and benefits of DERSs,
aiming for a consistent cost-effectiveness model for use across planning activities. RNW
emphasized that work on new cost-effective methodology for DERs and for value
streams from NWS needs to be done transparently and in collaboration with Staff and
stakeholders. RNW encouraged Staff to consider PGE’s new methodology by utilizing
the work and expertise of third parties.?9 OSSIA would also like to see stakeholder
involvement in any change to PGE’s cost-effectiveness evaluation. Staff appreciates
this discussion and PGE’s work, and notes that the NWS pilots may contribute rich data,
development lessons, and other learnings to development of the DER valuation. Staff
agrees on the need for a stakeholder process to consider DER valuation.

5 See Docket No. UM 2111,
https://apps.puc.state.or.us/edockets/DocketNoLayout.asp?Docket|D=22475.

60 RNW suggests considering using the principles of the National Energy Screening Project’'s National
Standard Practice Manual for Benefit-Cost Analysis for DERs, as well as Rocky Mountain Institute’s NWS
Implementation Playbook.

APPENDIX A
Page 24 of 29



ORDER NO. 23-069

RA1 - UM 2197
February 21, 2023
Page 25

Finally, PGE presents possible changes to the DSP Guidelines. RNW noted that
revising the Guidelines should establish clear lines of sight between DSP requirements
and state policy; it should be clear how each requirement supports this overarching
policy and long-term DSP goals. Staff appreciates this discussion and PGE compiling
these issues, and looks forward to working with the Company and stakeholders to
evolve the DSP Guidelines.

Recommended Next Steps in Distribution System Planning

Staff recognizes there is much to be learned in exploring many conceptual areas
moving forward. As DSP has evolved, and with the passage of HB 2021 it appears DSP
will fill a key gap in an integrated planning framework. In the past, the majority of
distribution system planning was conducted when certain thresholds were exceeded,
such as loading limits or ages and types of equipment. This resulted in those network
elements being examined for options to eliminate the exceedance, but on a very limited
set of conditions, such as heavy or light loading cases, or when a certain element might
be out of service. This practice was often called “deterministic planning.” In the future,
more scenarios are anticipated, and Staff expects the impacts of policy, technology, and
customer decisions to be profound. Staff sees DSP as the forum in which to vet these
additional scenarios with network models, aligning assumptions made in other planning
processes so that resource decisions, electrification expectations, and weather
possibilities are all recognized when investment decisions are being made.

As clean energy planning requirements and greater incorporation of behind-the-meter
uses are incorporated into DSPs, increased clarity on scenarios, resilience and risks will
be helpful to new planning processes in IRP/CEPs and even to wildfire mitigation plans.
Identification of risks, historic and expected performance, along with the various credible
scenarios should be considered as part of the analytical framework as they are
instrumental in estimating the expected benefits for a given investment. Staff believes
future DSP filings can build on the good work by PGE to provide even better levels of
information and insights that will empower those communities choosing in the near
future to pursue community-based energy solutions or greater levels of resiliency in the
face of climate change.

To this end, Staff has noted throughout this memo opportunities for continued learning
or needs for improvements of future filings, which are compiled in Appendix A. Many of
these opportunities do not require Guidelines revisions for implementation.

Staff recommends several next steps in DSP. First, after the Commission acts on Part
Two filings, Staff plans to turn to the process of revising and improving the Guidelines in
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collaboration with stakeholders and utilities. Parties have begun to flag topics for
inclusion in the process. Staff proposes launching the effort in Q2 2023 as utilities are
required to file their second distribution system plans in the first quarter of 2025.6' Staff
will propose changes both to update Guidelines and address gaps resulting from policy
and legislation to better match the Guidelines with growing utility capabilities and the
evolution of the grid, customers and communities, and their needs.

More broadly Staff believes the primary focus of DSP moving forward should be utility
investment planning, with an aim to improving transparency and consistency in
evaluation of investments. Staff is exploring support from third party experts such as
U.S DOE National Laboratories to assist in developing understanding and approaches
to investment evaluation. Staff notes the following important related activities:

e Improving grid transparency for different uses, such as connecting solar
generation or adding EV charging, provides greater insight into the distribution
system and how it serves different communities. Staff should engage utilities
and stakeholders to consider approaches to, and standards for, improving
transparency-related investments — for example through hosting capacity
analysis.

e A cost-benefit analysis framework that can be applied to multiple DERs across
planning practices will allow for more informed and optimized utility investment
decision making. Staff should consider the optimal way to develop such a
framework including locational value, equity, risk, and resiliency.

e Community engagement for utility investments and actions impacting local
communities should continue to be addressed in future DSPs. As the UCBIAGs
progress, their discussions will inform DSP analysis moving forward.

Staff recommends the Commission accept PGE’s plan. Staff’'s review makes no
judgement on reasonableness. Commission acceptance of the Plan does not constitute
a determination on the prudence of any individual actions discussed in the Plan. Staff
understands that those individual actions, including project specific data, will be
reviewed in a general rate case for projects predicted by utilities to be in service prior to
the effective date. PGE will need to prove each project was prudent.

61 See Guideline 1d): Each utility must file a subsequent Plan within two years of the Commission order
for Part 2.
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Conclusion

PGE’s Plan represents a step forward in DSP. It improves insight into utility planning
practices and forecasted outcomes. While there are still areas for improvement,
especially around project selection transparency, the Plan also represents progress in
engaging communities, considering equity in DSP and exploring NWS. PGE’s plan
provides value, most significantly in supporting decarbonization, and other critical policy
goals. Staff finds that PGE’s Plan meets the criteria and requirements of the Guidelines.

Staff also recommends renewed suspension for the 2023 Smart Grid Report filing cycle,
as established in Docket No. UM 1460, Order No. 17-290 (currently PGE, June 1, 2023,
Pacific Power, August 1, 2023, Idaho Power, October 1, 2023). As the DSP process
becomes established, Staff anticipates requesting that Order Nos. 12-158 and 17-290,
issued in Docket No. UM 1460, be revised or these orders may be superseded by new
requirements adopted in this docket. Staff recommends continuing several forward-
looking aspects of the Smart Grid Report and integrating these into the next evolution of
the DSP Guidelines.

PROPOSED COMMISSION MOTION:

Accept the Distribution System Plan — Part Two filing by Portland General Electric as
meeting the requirements of the Distribution System Planning Guidelines established in
Order No. 20-485 and suspend the 2023 Smart Grid Report filings.

RA1 - UM 2197
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Appendix A

The following table summarizes opportunities for continued learning and improvement in
PGE’s DSP as noted in Staff's Memo.

Forecasting

(Load Growth)

Staff notes that the importance of accurate forecasting in DSP and the newness of the
load allocation methodology present an opportunity and need for a future review of
predicted- versus actual-peak loads for substations and feeders.

(DER adoption)

AdopDER’s complexity, centrality to forecasting, and apparent substantial potential
result in an opportunity and need for ongoing transparency in its functioning and
accuracy.

(EV adoption)

In EV adoption, as is the case in Load Growth, Staff notes that the importance of
accurate forecasting in DSP and the newness of this approach result in an opportunity
and need for future evaluation of the performance of the Proportional Allocation Method.

The confidential nature of Information Request responses reveals the opportunity and
need for a transparent and accessible discussion of assumptions underlying EV
adoption high/medium/low scenarios as was envisioned in DSP requirement 5.1bii.

Grid Needs

(Forecasting — EV adoption)

The importance of understanding whether proposed investments in the action plan align
with the EV adoption forecast, and how sensitive those investments are to different EV
adoption scenarios underscores the need for a clearer discussion of the expected
impact of TE on distribution system investments in future filings.

(Grid needs)

Staff notes the opportunity to discuss potential costs and benefits of stress-testing the
Ranking Matrix and its underlying assumptions, as well as planning practices, in future
filings.
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(Grid needs)

Staff believes there is an opportunity to address the need for updated reliability and
resiliency values across the state through coordinated participation of Oregon electric
utilities in the DOE update effort.

Improved Insight for Investment planning

(Solutions identification)

While PGE’s Plan advances insight significantly for discretionary Sustain the Business
projects, there remains a need for additional discussion of, and improved insight into,
other planning portfolio categories.

(Solutions identification)

Staff notes that changes to PGE’s investment decision making, such as proactive
replacement programs or development of new resiliency metrics, create a need for
future discussion and review of these changes.

(Near-term Action Plan)
Staff notes uncertainty about projects included in the Action Plan reveals an opportunity
for improved clarity and specificity in future action-plans.

(Near-term Action Plan)

Staff notes the Plan has improved overall insight substantially, and that despite
challenges identified by PGE, there are opportunities for improving insight into projects
and project costs in future action plans.
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