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PSC-001
Regarding: Greyeliff Avoided Costs
Witness: Walker
On page 4 you explain that Greycliff’s proposed contract rate is $50.33, excluding
rcgulation costs.
a. Do vou agree that, excluding wind integration. Greyelill™s 25-year levelized CREDP
RI'P bid were $42.77 in 2012, and $49.02 in 20147 Why or why not?
RESPONSE:
Greyeliff agrees subject lo the caveat that these levelized rates were based on discount
rates utilized by NorthWestern Energy (“NWE™) that produced these levelized rates. As
Greveliff recalls, NWE utilized a 7.14 percent discount rates. Depending on the
discount ratc applied over the 25 vear term ol a PPA, the rate could be higher or lower.
Greveliff did not serutinize the appropriateness of the discount rate selected by NWE

becansc the overall rate would have permitted Greveliff to proceed o financing and



construcling its project.  However, the use of discount rates is somewhat subjective, and
the higher or lower the discount rate would aflect the overall levelized rate over the
contract term. GrevelilT also believes that avoided cost methodologies in Montana are not
ivpically resource specific.  In other words, the Montana Public Service Commission
(“Commission™) has expressed a preference afier an iniiial experiment with an avoided
cost rate based solely on the use ol'a wind resource as a surrogate avoided resource,
instead has directed to utilize all resources as the basis for caleulating NWE’s avoided
costs. The CREP bidding process is therelore not an appropriate surrogate Ior an avoided
cost caleulation., and we presume based on the Commussion’s prior actions the
Commission would agree.
b. Do you agree that Greyeliff’s CREP bids. if viable, establishes a ceiling estimate [or
NWE’s July 2, 2015 avoided costs for Greyeliff at those times? Why or why not?
RESPONSE:
Greyeliff does not know what NWE’s avoided costs were on July 2, 2015, NWL has
access to the data and information to determine its avoided costs, Grevelifl does not have
access to that information.  GreyclifT priced its project in those CREP proposals such that
it was the lowest price that Greveliff believed would make the Greveliff project
economically viable and Greveliff is not in a position to speak (o NWEs actual avoided
costs on July 2. 2015, We know the two Greyeliff CREP bids were competitively priced
and had the Commission accepted those proposals the projects would have been financed
and built.
¢. Do vou agree that Greyelill™s PPA price of $530.35, it viable. establishes a ceiling
estimate for NWE’s July 2, 2015 avoided cost for Greyeliff? Why or why not?
RESPONSE:
Grevelift does not know the range of potential avoided costs for NWE as of July 2, 2015.
As noted above, without instituting this petition Greyeliff would have no access to the
information to determine NWL's avoided cost range, As explained in the preliled direct

testimony of Robert Stanton Walker, Greyceliff reviewed recent Commission decisions



approving avoided cost rates or rates that NWE testilied were reasonable. Greyelifl
belicves that its proposal is a reasonable approximation of NWE’s avoided costs in light
ol those very recent Commission decisions and NWE’s similarly recent testimony
regarding the Greycliff CREP project. [t should be noted that the S50.35 should not be
viewed wilthout consideration of integration costs, GreyelilT™s proposed avoided cost
minus integration is $30.35; without taking inte account that Greyclitt proposes lo pay
GreyclifT for integration, its proposed avoided cost is $53.85. Again, GreyclilT believes
ils proposal falls within the reasonable range of NWL's avoided costs in light of very
recent NWE testimony and Commission decisions.
d. Pleasc explain why GreyclilT™s price increased from $42.77 to $49.02 io $50.35.
RESPONSLE:
First, Greyeliff does not believe there was a “price increase” in these rates. Instead,
Greveliff believes that the difTerence between the 2012 CREP bid and the 2014 CREP bid
was based in part on the fact that Greyclift had secured a special deal with low cost
turbines thatl was no longer available as of the time of the Greycliff’ 2014 bid. Second,
nominal carrying costs [or the Greveliff project necessary to keep the project alive were
incurred in an amount of approximately $300,000. The difference between the Greyeliff
avoided cost proposal in 2015 was based in part on the lact that again Greyeliff incurred
additional expenses in the interim between its 2014 CRLEP proposal and its 2015 avoided
cost proposal, and Greyeliff's avoided cost proposal in 2015 was based nol on a CREP
caleulation but on NWE’s own testimony in D2015.2.18 and the Commission’s approval
in Greenlield in Docket 2014.4.43.  Third, the Greveliff project now has a commercial
operation date of 2016 instead of 2015, which will add additional expense.
¢. If the Commission determines the $50.35 is not appropriate, at what rate below
$50.35 would the Greveliff project ccasc to be viable?
RESPONSE:
First, Grevelilf has not done an exhaustive sensitivity analysis Lo delermine al what price

point the project is not viable. The issue of viability of the GreychifT project 1s and was



not a primary component of Greyclifl®s CREP bids. It is whether the project can
reasonably attract financing and eamn a reasonable rate of return, which is an issue related
to but distinet from viability, Second, Greycelill believes the point is that GreyclilT as a
QF is entitled to NWL's full avoided costs, whatever that full aveided cost calculation
may be. Greveliff believes its avoided cost proposal is within the reasonable range of

NWLEs full avonded costs.

PSC-002
Regarding: Current Avoided Cost Information
Wilness: Walker
Please provide any current North Western Fnergy avoided cost calculation for Greyclitt's
25 MW project requested by or provided (o Greyceliff after the Commission’s decision in Docket
D2015.2.18 (May 27, 2015) and before Greyeliff’s July 2, 20135 tendered PPA.
RESPONSE:
Greyelill has performed no detailed avoided cost analysis or calculations to date,
Greveliff believes that without filing this petition it had no reasonable access to data that
would allow Grevelift to caretully, timely, and aecurately perform such a calculation.
NWE has this data, or reasonably should have it, and GreychilT expects that NWE will
provide it when it files its testimony. Ilowever, as slaled previously many times. given
NWE's very recent testimony in 12015218, and the Commission’s very recent order in
D2014.4.3, Greycliff believes its proposal [alls within that reasonable range of estimated
avoided costs and there was no reason for Greyeliff to attempt to recreate NWE's avoided
costs a lew months later.
PSC-03
Regarding: Projeet Output
Witness: Walker
Plcase provide the expected monthly heavy load hour and light load hour produetion

from the 25 MW Greyelift project.



RESPONSE:
This information is to be provided by a third party provider subject to a protective order
which will be submiited as soon as possible. Upon the Commission’s decision on the
protective order, Greyelift will provide the requested information.
PSC-004
Regarding: Commercial Operation Date
Witness: Walker
Please provide the expected commercial operation date assuming the Commission’s order
in this proceeding sets contract rates and condiions that permit the project to proceed.
RESPONSE:
Greyelift expects COD to be December 15, 2016,

PSC-005

Regarding: Levelization

Witness: Walker

Why did Greveliff adopt a levelized price in its tendered PPA, rather than an escalating
price?
RESPONSE:
Greyeh!T was attempting to mirror the Commission-approved levelized pricing arrangement
trom the Greenfield Docket, D2014.4.43. GreyclilTalso believes that a levelized pricing
structurc may prove more attractive for investors.
PSC-000

Regarding: Competitive Pricing

Witness: Walker

The lowest cost short-listed offer North Western received for a 25 MW wind project in its June

2014 CREP RFP was $50.88 per MWh. inclusive of wind intcpration costs cstimated to be $3.69



per MWh. Would it be reasonable to use that $50.88 per MWh competitive bid based cost as a
measure of North Weslern's avoided costs in this proceeding? Why or why not?

RESPONSE:

As stated previously, a CREP bidding process is not a Commission-approved avoided cost
methodology. Notwithstanding that caveat, the project to which this data request inquires is
Invenergy’s Tiger Buite Projcet, which was submitted both as a power purchase agreement
{“PPA™) and a build own transfer proposal (*BOT™). Tands Energy Consulting outlined the risks
of that proposal, some of which are set lorth here:

The project sponsor for Judith Gap T (Tnvenergy) also submitted the Tiger Butte
proposal:

s Tiger Buile [eatures the same developer strengths as Judith Gap 1L, as well
as competitive B-T price. but doesn’t benefit from adjacent substation and

O&M infrastructure;
Bk kR

s Wailing lor MPSC approval of an advanced-approval filing by NWLE
would make December 31, 2015 commercial operation date difficult to
achieve. Interconnection substation construction could be the critical path,

if not a fatal flaw duc to step-up transformer delivery schedules.
ERE T ]

= Withdrawal of upstream projects with senior queue positions from the
NWE interconnection queue could atTect the interconnection plan of
service lor Tiger Bulle by placing additional line sectionalizing
requirements (more PCBs) al the point of project inlerconnection.
See Exhibit DEF-9, pp. 3-4, Dockel D20152.18.
Greyelift offers Lands Energy Consulting’s analysis not as a way to criticize the Tiger
Butte Project, or its proposed PPA price, but only to point out that there were
development risks associated with Tiger Butte which led NWE not to scleet Tiger Butte
as a CREP proposal. There were signilicant potential interconnection issues with Tiger
Butte that were not associated with Greycliff, and at the time Greyceliff submitted its

proposal. it was believed by NWL to be more likely to achieve a COD of December 31,

2015, The price. therefore, was not the only consideration.  Muoreover, in its post-



hearing brief, Invenergy made clear that Tiger Butte was a BOT project.  BOT projects
posed different risks and costs, and those risks and costs would need to be separately
evaluated and Grevelift does not think it is necessary at this point 0 do so.

NWLI’s post-hearing brief made it clear that; “Greyeliff is the lowest cost PPA
offered in response to the 20014 CREP RFP™ Docket D2015.2.18, at p. 4 {emphasis in
oripinal). NWEI further made it clear that the CREP program “|D|oes not require
NorthWestern to spend approximately 550 million to purchase a wind farm from a non-
CREP developer so that It can achieve CREP status.” Id. (emphasis added). NWE
further stated:

Although it was not obligated by the Act to do so, NorthWestern olTered 1o enter

into a build-transfer agreement with [nvenergy for Tiger Butte, if Invenergy could

commit to a commercial on-line date (“COD™) before year end 2015, Invenergy
was unable to do so. and NorthWestern negotiated PPAs with both Greyclifl and

New Colony.

.

If Greveliff is reading NWE's bricf correctly, Invencrey would not qualify as a CREP without a
BOT with NWL, and Greveliff would not commit to a COD as of December 2015, Whether
these dillerences would ultimalely have produced a different contract rate for Tiger Butie is
unclear, but there are enough dillerences that comparing the Tiger Butle BOT price to
GreyelilTs proposed avoided cost price to assume that this would not be an apples-to-apples
COMmpAarison.

As noted previously, the use of another wind plant’s CREP proposal would also seem
inconsistent with the Commission’s approved avoided cost methodologies, which appear

to be required by the Montana Supreme Court’s Whitehall Wind decision to be based at

least in part on NWE’s least cost plan. Whirehall Wind LLC v. Mont. PSC, 2010 MT 2,

9 26-27, 355 Mont. 15, Y9 26-27, 223 P.3d 907, 9" 26-27. As noted above, since the



avoided wind resource rate option was eliminated by the Commission several years ago,
the avoided costs have been based more expressly on specific NWE system wide
cstimated avoided costs, including market purchases and building of potential combined

cvele gas generation units.

PRC-007
Regarding: Avoided Cost Caleulation Methods

Witness: Walker

a.  Generally describe the methods for determining avolded cost of which vou arc
aware,
RESPONSE:
There are multiple methods. As explained in a presentation by Carolyn Elefant 10 the National
Association ol Regulatory Commissioners (“NARUC™), there are multiple methods for

calculating avoided costs:

= Proxy Unit Methodology: Assumes that the utility 15 avoiding building a proxy
generating unit itself by utilizing the QF’s power. The (ixed costs of this
hypothetical proxy unit set the avoided capacity cost and the vanahle costs sct the
energy payment.

= Peaker Unil Methodology which assumes that a OF allows the utility to avoid
paying for 4 marginal generating unit on its system, usually a combustion turbine.
The capacity payment is bascd on the fixed costs of the utility’s least cost peaker
unit and the energy payments arc forccast payments for a peaker unit over the
lifetime of the contract.

= Differential Revenue Requirement caleulates the difference in cost for a utility
with and without the QI contribution to generating capacity.

+ |RP Based Avoided Cost Methodology relics on state integrated resource
planning to predict future needs and costs that will be avoided by QF generation;
based on IRP. may then apply proxy, DRR or other methodologies.

« Market Based Pricing: QFs with access to competitive markets receive energy
and capacity pavments at market rales.

« Competitive Bidding Allows states to utilize open, bidding processes. The
winning bids are regarded as equivalent to the utility’s avoided cost.



http:/www.narucnmestinegs.org/ Presentalions 2 5%20PURPA% 20 Avoided% e 20Cost ¥ 20 Calculati

on%2{Differences%20Across® 1208 tates-Carolyn %20 FEle fant. pdf

b. Lxplain whether you prefer any particular method for determining avoided cost and

why vou prefer that method.
RESPONSE:
Greveliff does not prefer one method over the other at present.  Greyeliff would not have access
{0 avoided cost data prior to filing this petition and receipt of any testimony from NWL on its
current avoided costs which would permitted the usc of any of these methods, except perhaps a
pure market method which would appear not to be consistent with prior Commission orders,
Instead, Greyelill based its proposed avoided cost on very recent testimony of NWE and on prior
Commission orders just recently approved.

¢. Do you support the method North Western used to determine the 23-year levelized

avoided cost for Greyeliff of $45.017 Why or why not?
RESPONSE:
Greyeliff lacks the relevant information to know whether to support NWE’s calculations.
However. GreyelilT does not believe that NWE®s CREP calculation is the same as an avoided
cost caleulation. The PPA avoided cost rate includes delivery of all renewable energy credits
and proposes that Greveliff pay for wind integration.  All in all, Greyeliff sees the proposed
Greyelill' CREP caleulation as being very close to its PURPA avoided cost rate proposal, and
within the range of other Commission-reviewed or approved avoided cost rates very recently
approved.

d. Explain whether and to what extent you evaluated the method North Western Energy
used to determine the 25-uear levelized avoided cost rate Tor Greveliff of $45.01.
which NorthWestemn initially proposed in Docket D2014.4.43,

RESPONSE:
Greyeliff did not evaluate NWE’s avoided cost methodology.  As noted many times previously,

GreyehlT was interested more 1n the reasonableness of the proposed avoided cost rate, the



Commission’s consideration and approval of that rate, and the fact that NWE wilnesses
compared the cost-effectiveness of the Greyeliff project 1o the Greentield Docket when seeking

approval for the Greyclifi CREP PPA proposal.

PSC-008
Regarding: Avoided Cost Caleulation

Wilness: Walker

a. Why is it reasonable to calculale avoided costs for Greyeliff in this dockel using the
markel pricc forecast from North Western®s 2013 Electricity Supply Resource
Procurcment Pan?

RESPONSE:

It is GreyelilT™s understanding that NWE has vet to publish its 2015 Electricity Supply

Resource Procurement Plan, and thus 1t 15 reasonable to caleulate avoided costs on the

2013 Electricity Supply Resource Procurement Plan. Greveliff further understands that

the Whitehall Wind decision cited previously requires that NWE’s avoided costs be based

on its least cost plan, which includes now under A F.M. § 38.5.1902(5). NWE’s

Electricity Supply Resource Procurement Plan. 1t would be inappropriate to base avoided

cost rates on data that had not been properly submitted and vetted by the utility, the

Commission and other interested parties.

b. Provide any current {within the last 4 months) Mid-Columbia market electricity price
forecasts in the possession ol Greyeliff Wind, LLC, Greyeliff Wind Prime, or
National Renewable Solutions LLC.

RESPONSE:
Greycliff has acquired no such Mid-Columbia markel electricity price forecasts.
Greveliff further doubts the utility of such forecasts except when utilized as part of a

broader market based fundamentals forecast approach.



PSC-009
Regarding: PPAs
Witness: Walker
Please provide any and all Purchase Power Agreements executed between Greyeliff and
North Western Energy.
RESPONSE:
The most recent executed agreement between Grevelifl and NWE was submiticd as part of
Docket D2015.2.18, and appears as an exhibit to the prefiled direct testimony NWE wilness
Dave Fine in tus (DEF-3, pages 1-42). Since it is already part of the docket 1n thal case,
Greveliff assumes that the PSC does not need a copy of it. If this assumption is mistaken,
Greyeliff will provide it. The other executed PPA contains confidential business information and
will be submitted as soon as the Commission acts on Greycliff”s motion [or protective order
which will be submitted as soon as possible.
PSC-010
Regarding: Communication between Greveliff and North Western
Witness: Walker
Please provide any and all communication between GreyelifT and North Western Energy
since Greyelift bocame certified as a Qualifving Facility,
RESPONSE:
Since Greveliff became certified as a Qualifving [Macility. there has only been a single discussion.
This telephone conversation took place between Pat Pelstring on Greveliff' s behalf and Bleau
LaFave of NWE on Friday. Oclober 9, 2013, To summarize that conversation:
« Mr, Pelstring and Mr. Lal'ave discussed NWL's ongoing CREP process in which
Greyeliff submitted a bid.
« Mr. Pelstring made it clear to Mr. Lal‘ave that Grevcliff was not attempting to negotiate
the QF proposal as part of the call.

» Mr. Pelstring inguired ol Mr. LaFave about other resource proposals.



Prior to being certified, Mr. Patrick Pelstring also had a conversation with Mr, Dave Fine of
NWE in Buite on May 20, 2015, after the Comumission rejected Greyeliff’s proposal wherein Mr.
Pelstring introduced the idea of Greyvelift becoming a QF. This discussion was general and no
commitments were made.
PSC-011
Regarding: Greenfield Production
Witness: Walker
On page 5 vou mention the avoided cost rate that Greenfield and North Weslermn
stipulated to in D2014.4.43 as a reason why GrevelilT™s proposed coniract rate is reasonable.
a. Did Greyeliff treat Greenfield production as an avoidable resource when Greyeliff
tendered it July 2, 2015 offer to North Western?
RESPONSE:
Grevelil[1 perlormed no avoided cost caleulations and thus made no assumptions regarding
whether Greenfield is an avoidable resource,
b. Did Greveliff adjust it July 2, 2015 offer in recognition of Greenfield production,
avoidable or unavoidable?
RESPONSE:
Greycliff performed no avoided cost analysis and thus did not consider whether Greenlield was
avoidable. Thus, 1t did not adjust its avoided cost proposal o NWE in any way based on
Greenfield’s status as an avoidable resource.
¢, Does Greycliff consider Greenfield production avoidable today? Why or why not?
RESPONSE:
Greyeliff is generally aware that NWE has taken the position in the past that the entering
inio a contract 1o purchase energy and capacity is not thereafter avoidable, Greveliff does
not know whether NWE considers this to be the case whether project milestones and
obligations are met or unmet, Grevelift does not know the status of the Greenfield

project.



d. Inthe event that Greenfield production is currently unavoidable by North Western,
would North Western™s avoided cost for Greveliff change? Please Describe.
RESPONSE:
Grevelifl did not take a position either way nor does it believe Greenfield’s production
would have a material effect on NWIE's avoided costs. However, since Greyelitt has not

performed that analysis, it does not take a position on it.
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