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RENEWABLE ENERGY ADVISORY COUNCIL
Notes from meeting on September 14, 2011
Attending from the council: Jed Jorgensen
Jason Busch, Oregon Wave Energy Trust Betsy Kauffman
Megan Decker, Renewables Northwest Elaine Prause
Project Thad Roth
Ben Henson, Renewable Energy Solutions Kacia Brockman
Thor Hinckley, Portland General Electric Sue Meyer Sample
Juliet Johnson, Oregon Public Utility Peter West
Commission
David Van'tHof, Lane Powell (On behalf of Others attending:
Glenn Montgomery for OSEIA) Dan Enloe, Energy Trust Board of Directors
Dick Wanderscheid, Bonneville Theresa Gibney, Corvallis Energy
Environmental Foundation Sustainability Coalition
Tashiana Wangler, Pacific Power Vijay Satyal, Oregon Department of Energy
David Dickson, member of the public
Attending from Energy Trust: John Reynolds, Energy Trust Board of
Doug Boleyn Directors
Pete Catching
Amber Cole

1. Welcome and introductions
Betsy Kauffman called the meeting to order at 9:34 a.m. August notes were approved.

2. 2012-13 budget themes and technology goals

Elaine Prause presented the 2012 budget themes. Elaine explained that in September we talk
about themes. In October we present draft budget numbers. In November we bring revised
numbers back for presentation. In December, the draft budget goes to the Energy Trust Board
of Directors for review and approval.

Elaine presented the slides that are attached to this document.
Questions and discussion from the council

Juliette: What do you mean by directed development assistance on slide 5?
Elaine: Development assistance means early stage project work like feasibility studies, grant
writing, etc.

Vijay: You are aware that some feasibility analysis will not lead to projects.
Elaine: Yes, but we need to play in the early development stage to generate a pipeline of
projects.

David V: If you are assisting in this stage, does that raise the probability that they will get
incentives?

Elaine: Not necessarily. This is a two-step process, not a guarantee. The project is assessed
separately for incentives.

Jed: A project could ask for development assistance several times—for a feasibility study,
permitting assistance, interconnection assistance, etc.

Betsy: The more we help push them forward in early stages, the more likely the project will be
able to get financing and move forward. Last year, the council endorsed doing more of this kind
of work because with less budget we can make more of a difference.
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Ben: | would like to reinforce what Jed and Betsy are saying. On a hydro project, the year plus
time span of development is a deterrent to getting people on board and risk resources early.
Once we get through that, the opportunity is clear cut and it's easier to bring on investors.

David V: When will the competitive processes start?

Elaine: 2012. We'll start off the year with fresh uncommitted funds and if we do run across this
competitive position, this is what we'll do.

Fred: Is this for project incentives only or for the early development?

Elaine: This is for project incentives only.

Tashiana: I've heard Pacific Power folks express an interest in this type of competitive
approach.

David: What was the timeline on that community wind RFP? How much time did the developers
have?
Peter: Three or four years is what it turned out to be. We were patient.

Jason: What is causing the downward trend in your budget?

Elaine: It's really about the carryover going down each year. In the early years, it took a while for
projects to get going. So we built up funds. When utility scale started, we could get money going
out the door, but then we transitioned to smaller scale. And it took some time to help those
projects get going, so we built up more carryover again. Now our carryover is going down. Our
only source of funding is still from SB 1149.

David: You expect to be in the $12 million range going forward?
Elaine: It's more like $14 million between PGE and Pacific Power.

Betsy presented the Wind Program Objectives slide.
Questions and discussion from the council:

Jason: This work with communities. Do you do outreach to communities currently?

Betsy: We have done some of this work. We produced a document to help communities
understand small wind, and we have helped counties with public ordinances. But we haven’t
done a real full court press on that.

Vijay: The Oregon Department of Energy hosted a wind working group and Lizzie has been very
helpful and present at these working groups. We have had a lot of planners and commissioners
engaging with us and we have been trying to spread that message in the same way. Energy
Trust has a more direct ability to do this, but we have been trying to fill in. Deschutes County
made a big effort in developing ordinances.

Megan: | spoke to Lizzie about Deschutes County and she thought it was very helpful to have
Energy Trust educating the commissioners about these types of projects.

Thor: We have found it helpful to have those projects feed into our system. We have
development funds that could supplement that, if needed.

David: Who is financing these mid-scale projects—private developers?

Betsy: Mostly private agricultural operations.

David: What are the sizes?
Betsy: They are in the 50 kW size range, and we’d like to see them get larger.
Dan: Get some successes and then repeat!
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Kacia presented the Solar Program Objectives slide.
She explained that Energy Trust believes this technology will eventually stand on its own. In the
meantime, we are looking to balance market demand and the delivery/supply channel.

We are pushing these technologies in PGE territory because that's where we have the most
funding. We expect the constrained budget to hit us particularly in Pacific Power territory. Our
focus will be to keep the volume of smaller projects higher rather than fewer larger projects.
For commercial, because of the loss of tax credits, we will look for ways to support solar
upstream, such as working to make buildings solar ready, and supporting grant writing
assistance.

Questions and discussion from the council

Vijay: What kind of grant writing are you thinking?

Kacia: Mainly USDA REAP grants.

Vijay: Do you use that as leverage? I'm trying to understand how you use this approach.
Kacia: We set aside funds to cost share for a grant writer to go out and secure funds.

David: What is the system size cut off?

Kacia: in PGE territory, it's approximately 650 kW per site, but we have been able to support
several larger scale projects beyond the standard incentive offering. In Pacific Power, it's 200
kW per site.

David: Would this shift more resources to the smaller projects? Would you see large projects
not getting funding from Energy Trust?

Kacia: It all depends on the above-market cost. In PGE territory, there are fewer opportunities
for other technologies, so it could be that we can support large scale solar.

Jason: Do the other solar incentives out there (RETC, Feed in Tariff) affect Energy Trust's
allocation across other technologies? Are those incentives supporting solar to an effect that
Energy Trust would consider backing off of solar?

Kacia: Those other incentives have allowed the solar market to continue to grow. As long as we
have funds, we will seek to continue to grow the market. It's when we no longer have the funds
that we'll look to simply maintain the market such as it is. So we're seeking the right balance.
Peter: We were asked specifically by the OPUC to maintain a steady state so that the Feed In
Tariff pilot could be measured effectively.

Jed presented the Hydro Program Obijectives slide.
Questions and discussion from the council

John R: | recall we did some pressure valve energy recovery. Are there any of those?
Jed: Yes. There are some projects in the municipal category in Portland and Astoria.

John R: Do we have very many more irrigation districts where it will have to cross public/private
land to get to our territory.
Jed: Yes, we will discuss more about that later.

Betsy presented the Geothermal Program Objectives slide.
Questions and discussion from the council

David: Do you know how many projects there are in the size range you are looking at?
Betsy: There is only one operational geothermal project in the state, that's on the OIT campus.
There is another project under construction that will hook into Idaho Power.
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David: Should this area be eliminated from your program?

Betsy: It could be, but we have several projects with applications or development assistance in
the next few years. We're not Nevada, with large geothermal resources, so Oregon is a place
where we’'d be looking at smaller resources

Thor: Do you collect public purpose funds from Idaho Power?
Betsy: No.

John R: The opportunity here is to create a new market for lower temperature projects. That is
what we are hoping will happen.

Betsy: That's right. This isn't Nevada. We don’t have high temperature resources. But if we can
learn how to effectively develop lower temps than there could be a large market.

Juliette: Do you support ground-source heat pumps?
Betsy: Through the energy-efficiency program, you can get incentives in certain circumstances.
On the renewable energy side, you have to generate kilowatt hours to get an incentive.

Thad presented the Biopower Program Obijectives slide.
There were no questions or discussion from the council.

3. The state of wave power in Oregon

Jason Busch of the Oregon Wave Energy Trust made a slide presentation on the state of wave
power in Oregon. Oregon Wave Energy Trust is a honprofit public private partnership funded by
the Oregon Business Development Department through the Oregon Innovation Council. The
mission is to support the responsible development of wave energy in Oregon.

e Focus:
o Environmental baseline studies
o0 Community outreach and education—helping communities and the fishing industry to
understand the value; the fishing industry is adamantly opposed to wave energy
0 Research and development—OSU is one of three national test centers
0 Regulatory streamlining and coordination
o Utility markets

¢ Oregon’s attributes:
0 Best wave resource in continental U.S.
Grid infrastructure available, able to absorb 430 MW without major upgrades
Existing underutilized substations
Close to load and increasing coastal population
Manufacturing, transportation, deployment
Increasing rates: Tier 2 BPA rates are an indication

O 0O0O0O0

e Projects, companies in Oregon
Newport/OSU testing site
Ocean Power Technologies
Aquamarine

Wavegen

Columbia Power Technologies
WaveEnergy AS

Principle Power

Floating Power Plant

(]

OO0OO0OO0OO0OO0OOo
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M3 Energy
Neptune Power
Ocean Kinetics
OWHAP

©Oo0oO0oOo

o Technologies: amazingly dissimilar
o Diversity: power, siting, size
= Overtopping
= Oscillating
= Snake/Attenuator
= Heaving Buoy/Point Absorber
0 Second generation buoys are smaller, lighter, simpler, more resilient

e Ocean Power Technologies is the leading company, most money and most devices
deployed around the world, but their technology is likely to be surpassed

e Ocean Power Technologies’ plan is to do one device outside of Reedsport
o Phase 1: 150 kW device
Phase 2: 1.5 MW, 9 more buoys
Will be first grid connected array in North America
Well on the way to permitting through FERC
32 Northwest companies involved in the construction
o Phase 3: 50 MW
Recent announcement that Lockheed Martin is getting involved.

O O0OO0O0

David: How does that affect Oregon Iron Works?
Jason: Oregon Iron Works is working very closely with Ocean Power Technologies. They are
“tied at the hips”. They are the only company that is well positioned to build the next buoys.

David W: Who is taking the power?
Jason: Central Lincoln Co-op.

Kacia: What is the capacity factor?
Jason: Nameplate is 150 kW, efficiency is about 30-35 percent.

Vijay: On the FERC permit, does that take into account environmental impact?

Is this batch processing for the NEPA — EA/EIS?

Jason: Yes, the current EA is done through the FERC permit. We are struggling with how to
permit for things that are phased in. We don’t know what the impacts will be over future phases.

John R: Do you get better production in the winter versus summer?
Jason: There is very much a peak in the winter months, which corresponds to heating load.

David V: What is the visual impact?

Jason: In Oregon, because of the steepness of the ocean, you can be as close as two miles out.
You will see the buoy two miles out. [Jason showed an artist’s rendition of a collection of buoys
two miles out.] | think it's more likely we will have buoys three miles out—or even further out to
sea.

Jason showed a graphic of the Aquamarine Power device and said this is in operation in
Scotland. They are about to deploy the next generation of this device. It uses a closed loop of
pressurized flow lines powered by wave and moving a turbine on land.
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Vijay: Are there any concerns with these sites and fault lines?

Jason: They are flexible lines. Many of these devices are designed to shut down, lock up or go
underneath a large wave event, such as a tsunami. But a big subduction zone quake could
destroy things in the ocean and on land.

Offshore Wind: In Oregon you would need a floating platform for offshore wind. Principal Power
is working on a floating platform project for deployment in Oregon.

Pete C: Are any of these companies looking at tidal or current technologies.

Jason: Not much tidal in Oregon, so we are looking primarily at wave. There is more tidal in the
Puget Sound. There is a research center at the University of Washington that is focusing on
tidal. There is some ocean current technology that is very viable near the equator.

John R: Is there potential for community wave?

Jason: Very much so. If you are a small coastal community, you can imagine an idealistic future
where you would own and operate a wave development and sell to the grid. For the foreseeable
future, it will be exclusively private development.

4. Projects that wheel power to PGE or Pacific Power
Elaine provided some highlights on a document distributed last week to bring the council up to
speed on the issue of projects that wheel power to PGE or Pacific Power. (See attached paper.)

Elaine explained that at the last council meeting, staff brought a project that was an irrigation
district hydro project. The proposal was a $1 million incentive, which was required to go to the
board. Because of the location of the project, the power would be wheeled to Pacific Power’s
system. The board approved the incentive for this project. Concerns were raised at the council
meeting, Pacific Power sent a letter to Margie on those concerns, which were then briefly
discussed at the board meeeting.

Elaine recapped that the concern Pacific Power voiced is that by providing Energy Trust
incentives for a project that is not located within Pacific Power territory or within its transmission
system, ratepayers are not provided with a net benefit.

Elaine said staff is bringing this to the council to see if this is a point of view that is shared by
others. Staff needs to go back to the board Policy Committee to give the council’s feedback.
Also, Energy Trust has three or four other projects in the pipeline that would also need to wheel
power.

Discussion questions inlcude: Should Energy Trust accept projects that would wheel power to
PGE and Pacific Power? If so, does Energy Trust need additional terms about how it treats
these projects?

Elaine said Energy Trust's recommendation is that we continue the current practice. We
consider these off system projects because they bring power and renewable energy certificates
to ratepayers and it aligns with state policies supporting qualifying facilities. If we change this
practice it will significantly impact our ability to meet our goals (we have projects in our pipeline).
We also feel that singling out wheeling costs isn't appropriate in our above-market cost
methodology; there are other costs such as interconnection that can be just as significant.

If we change our current practice, we will be inconsistent with past practices on utility scale
projects.
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Jason: This is a complex question and so we need to understand Pacific Power’s position well.
It's imperative to maintain good relationships. I’'m curious how Pacific Power sees that these
projects don't benefit ratepayers. The 1149 and 838 legislation is silent on location, which
suggests to me that they determined to provide discretion to the organization. That suggests
that you should use your discretion. Based on staff recommendations, it’s clear there are a
variety of benefits to the ratepayers. We’re moving away from the traditional energy paradigm,
the distribution of power from centralized locations; we have to recognize that the future will look
very different. We have to generate renewable power where the resources exist. We’'ll need to
wheel power wherever we can. On the two questions you pose, the answer is yes. | think you
should maintain the status quo, otherwise it undermines Energy Trust's overarching mission.

Tashiana: Pat Egan did submit a letter [Tashiana circulated]. As we looked at Three Sisters (the
irrigation project brought to the council last meeting), the wheeling costs were pretty significant.
The fact that the project is eligible for the Energy Trust incentive because the power can get to
our territory, the wheeling cost was more than the incentive. If the wheeling cost were a small
amount, the concern would be different. | think we could put together a process where, if you
see that a project is not located within our territory, you bring it to our attention in advance. |
think that would be an improvement. Some of our interconnection folks were contacted, but they
did not recognize this as different from other project contacts. Our concerns were specific to the
Three Sisters Irrigation District, and if we could look at the process, that would be very helpful.

Peter: | appreciate Tashiana’s comments. | want to be really careful. We respected the process
with the utility, and if you could help us understand where and at what levels to communicate,
that would be very helpful to us. We did do the communication with Pacific Power that we
understood was needed. When you see costs, as part of an above-market cost, one has to push
back on a project. Jed made it clear that the project is eating some of these costs. Three Sisters
Irrigation District is accepting quite a low return on investment and eating some if not all of the
costs of wheeling. Payback of about 18 years is far below any other investment that they could
be making, and far below what private investment would be making. Further, you have to look at
the project as a whole and can’t pick on one cost. If interconnection with Pacific Power was
high, we would not claim that is what was driving the above market costs, again it is the whole
not the components that matter.

Elaine: Is it fair to say the concerns were specific to the wheeling costs for just this project? I'm
hearing it was.

Tashiana: | think so. They’re not our customers. They’re not in our territory. For a project to
incur those costs to get to our territory, we don’t see that as a benefit for our ratepayers. Our
ratepayers will pay the incentive and the avoided costs.

John R: If you could get a map of the service territory of Energy Trust on the screen, we could
get some perspective of how much territory is not in utility territory. We would see how much of
a fix we would be in if we excluded these areas and projects.

Note: a map was projected and it showed that limiting projects to only within the Pacific service
territory was quite constraining.

Betsy: One reason we felt this needed to be on the agenda is because of future projects. The
question we have is if this an issue that will be raised every time, whether the wheeling costs
are high or low, or are there other issues that will come up around projects that aren’t in your
territory.
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Tashiana: We would want to see feasibility studies for projects that are outside of our territory,
to look specifically at wheeling costs and look at how far they are from our service territory.
Those should be special projects that receive special scrutiny.

Ben: There is a nice multiplier for the ratepayers when the project is in territory, but when we
have a future where we have to pick and choose projects to fund, we have to figure out where to
get the most bang for the buck. As we see more limited funding, this will become more critical.
It's more about how do we allocate funds to get the most benefit for the ratepayers.

Dave: OSEIA supports Energy Trust’s position on this. From my own perspective, for your
competitive allocation strategy, the comparisons may take care of this issue. I'm not sure how
you figure out benefit to ratepayer, if projects are buying down wheeling costs versus other
comparable projects, | would think your selection process will take care of this issue. It would be
interesting to know PGE’s position. | wouldn’t want to see you limited in how you can select
projects.

Elaine: | want to clarify one thing. From the project owner’s perspective wheeling costs are
another cost they have to absorb, not different form interconnection costs. But the impact to
Energy Trust—what we're paying to get that energy into the system—is not necessarily affected
by the wheeling costs. Our cost, at the end of the day, is what we are paying per average
megawatt.

Thor: For PGE, we are interested in a heads up well ahead of time and a review of the project.
We do not have the same issue as Pacific Power. We're willing to do project outside our
service territory with Energy Trust and we've shown that in the past.

Vijay: On page 2, you say there is no legislative requirement. On another page you say that if
you continue to do existing practice, will you be inconsistent with OPUC rules. Where is the mis-
coordination with OPUC rules?

Elaine: | think you are misunderstanding. We wouldn’t be able to support the broad statewide
goal of under 20 MW projects. If we were limited to only Pacific Power and PGE territories or
customers, we would be limited in how we can meet the larger state goal articulated in SB 838.
We are one of just a few organizations that can contribute to that larger statewide goal.

Vijay: A case-by-case approach seems prudent. Can we resolve this in the project review at the
council level?

Peter: There is another level of coordination. The QF rules in the state do require PGE and
Pacific Power to accept a project out of their area. If we do something different, since we are a
bigger player, we would need to determine if we are in effect modifying the QF rule in the state
as applied by the OPUC.

Megan: I'm not sure | understand the issue. To me the real benefit to ratepayers is
diversification of the power supply and contribution to the RES. The legislation seems to be
silent on location to preserve the ability to meet this goal. Economic benefits are not something
we get to talk about in the regulatory environment. So it seems incongruous. | appreciate the
utilities willingness to work on these projects, and Energy Trust’s willingness to be flexible. But |
don’t understand why wheeling would be treated differently or would throw into question
whether or not the investment is a good one for Energy Trust.
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John R: | watched the battle between Emerald PUD and Pacific Power, and | can understand
why a corporation would not want to pay wheeling costs to what could be perceived as a
competitor.

Tashiana: Jed did a nice job of distinguishing three buckets of project types: 1) where the
developer has paid in to the public purpose charge, 2) the developer has not paid into the PPC
but is coming in to the territory and 3) the developer is not in the territory and will not pay the
PPC. In the third case, the community benefit is remote.

Jed: Sometimes the project is across the street, so the local community benefit is harder to draw
a circle around.

Juliette: Could you put this question into the RFP/competitive process going forward?

Betsy: Our job is to bring power and RECSs. It seems artificial to say for a certain type of project
we will look at certain costs. All projects are unique, and some have different significant costs
associated with them.

Juliette: Is that really your purpose: power and RECs?
Betsy: The goal we are measured on by the OPUC is just power. Not even RECs.

Juliette: I'm interested in what the statutes say. What is the mission of the program? That seems
limited.

Peter: It's about the value of the projects: power coming to the customers, RECs and
environmental benefits, and the market development, which is part of the budget themes we
went through. So that’s the third. And we should remind folks that under the green tag policy
there is a whole discussion around market development. When you do project screening, there
is an aspect of what this project does for market development. The cost of the project is a whole
cost, is what | think Betsy is saying.

Juliette: To me it really boils down to, if you have two identical projects and one where folks
have paid into PPC, and one that it doesn't, is that a value? For me, that is the issue. But | don't
know if that's the Energy Trust’s role to really look at.

Thad: To be clear, third-party developers will never have had a history of paying in.

Dick W: Most utilities don’t have distribution wheeling costs. PNGC used a FERC approved
methodology to determine the wheeling costs for the Three Sisters project. They have few
customers per mile so their distribution costs are very high. Most of the projects we are seeing
right now would not be considered in territory. The realistic outcome of deviating from the policy
we have now will be to kill small scale renewables in Oregon. Public utilities are awash in Tier 1
power. So the avoided costs you would see for a project selling to a public utility is Tier 1 costs,
really cheap. Those rates will be low through at least 2019. So you would not see any appetite
at all for public utilities to take these projects. | understand what Pacific Power is saying. In a
perfect world, the public utilities would take these projects but it isn't a perfect world.

Tashiana: Is it true that much of the renewable energy projects funded by Energy Trust are not
in the territory?
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Elaine: No, the majority are in territory today, but there are the past utility scale projects and our
pipeline looks different with 3-4 pending review.

Peter: The reason that most of the current portfolio is in territory is because of the solar
program. It gets a little more uneven when you get into other technologies.

Summary of comments:

Megan: Energy Trust needs flexibility on non-solar resources to develop a pipeline without this
constraint. | wouldn’t want to see an aversion to wheeling become a black mark on projects. If it
becomes a gold star on projects that they are in the territory, that might be a better way to look
at it.

Vijay: The Oregon Department of Energy is dealing with an issue like this in other ways. Juliette
brings up a good question around who is paying in and who is not. Rebecca Sherman was in
the last meeting and supported the project. | do see the concerns brought up by Pacific Power. |
think it would be great to understand the degree of dependence on wheeling costs for projects
in the pipeline relative to other costs that might be involved.

5. Public comment
There was no public comment.

6. Meeting adjournment

Betsy thanked all council members for their participation and adjourned the meeting at 12:05
p.m. The next full council meeting is October 26, 2011.
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Overall Energy Trust 2012 Themes

. Responding to slow economic recovery

. Addressing changes in state tax credits

. Program and process simplification

. Diversification and broad reach

. Needing to work with a number of players in more complex ways

Trust
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2012 Renewable Energy Budget Themes

1. Support projects with BETC pre-certifications through to completion
— dedicated staff time and resources

2. Continue Portfolio Management Approach, transitioning to funding
plateau and limited tax credits

3. Focus on tracking and reporting Progress Metrics as well as
commitments and installations

4. Exploration of teaming opportunities to leverage funds and other
resources for projects to move forward

2012 will be a year of significant project installations, well above our 3aMW
target, (1L0+aMW) with less funding committed as market settles

Trust

of Oregon



RE Portfolio Approach

1. Review of underlying priorities of RE Portfolio Approach

Support small RE<20MW with above market cost
Installed generation

Diversity of resources and geography

Develop high functioning business infrastructure
Persistence of performance

Grow healthy pipeline of future projects

2. Goals hold for long-term, during action plan time span 2012/2013 tactics
by technology and in how we manage the portfolio change as market
and budget change = flexibility in response

3. Maximize our effectiveness at meeting these goals through management
of the portfolio

Trust
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Transition to Budget Plateau

« Larger percentage of budget directed to development
assistance vs. project incentives for custom projects, area
of emphasis aligns with program objectives

« Shift focus of custom project incentives to projects that can
succeed without a BETC and can be funded at a
reasonable level within our budget constraint

« Standard solar programs shift more to residential than
commercial, innovative financing and acquisition models

* Implement tools to manage tighter project funds

Trust
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2012 Available Funding Estimates*

PGE PAC Total
2012 Revenue Estimate ($M)  $8.3 $5.8 $14.1
Uncommitted Carryover ($M)  $4.0 $0.0 $4.0
2012 Available Funding ($M) $12.3 $5.8 $18.1

2011 Activity Budget $18.7 $6.8 $25.5

Solar $10.1 $2.9 $13.0

forecast — Biopower $2.0 $2.0 $4.0

OSP $2.6 $1.9 $4.5

$14.7 $6.8 $21.5

*Note: preliminary estimates for revenue, carryover, and activity - all will be updated

Trust
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Transition to Budget Plateau - Tools

1. Redesign of custom project incentive review process
« Start with “1stin / 15t reviewed” against program objectives
* Increase our frequency and reporting pipeline prospects

» Once funds are limited, institute competitive process across
technologies against portfolio priorities (listed in earlier slide)

* “normalize” performance characteristics to technology type
» Which project helps the portfolio meet priorities most?
« Qualitative and quantitative aspects, all able to document

2. RFP consideration

* Where they have been effective: deep market of projects ready
to go and where our incentive can impact timing (early
biopower example, utility scale markets)

« Where they are less effective: Projects not ready, premature,
hold up funds and hard to compare (community wind example)

Trust
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Defining Progress Metrics

. Evolution of defining our Progress Metrics
. We’'re getting closer

o  How do we define success in each technology/market,
what’s our vision or goal?

o Activities we plan to pursue to achieve success = objectives

o How to measure our performance with those objectives
comes next

. Customized for each technology

Trust
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Defining Progress Metrics

— Portfolio Goals

— Accelerate the rate of installed generation

— Develop high functioning business infrastructure

— Ensure long term performance

— Support diversity of technical solutions and geography
— Grow a healthy pipeline of custom projects

l

Program Goals (biopower, geothermal,
r l hydro, solar, wind)

Program Objectives (3-6 per program)

!

Progress Metrics (measure if objectives being met)

Trust
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Wind Program Obijectives

Goals:

Increase the aMW of installed mid and community scale projects

Push the small/mid market towards larger systems with greater
economies of scale

Focus small-scale manufacturers on increased performance and
reliability standards

Objectives:

Fund a community wind project within 2 years, budget allowing.

Work with counties and community leaders to increase understanding
of distributed wind’s local economic and energy security benefits.

Test the effectiveness of a local, bundled installation approach at
increasing the number of small to mid-scale projects.

Collaborate with other organizations nationally to improve credibility of
the distributed wind industry through unified criteria for turbine
performance and reliability and application of best practices for
estimating generation and promoting high-performing systems.
Trust
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Solar Program Obijectives

Goals:

* Maintain/grow market demand and refine delivery channel until
systems become cost effective in our market

* Push the market toward efficient, low cost, replicable systems
Objectives:

« Support innovations and/or standardizations in the delivery channel
(codes, permitting, equipment, installation practices) to reduce
installed cost

« Encourage innovations in financing and acquisition models that take
advantage of factors such as federal and state tax policy to reduce
cost and broaden the market

« Maintain high quality installation standards that deliver consistent
generation and build trust in the technology and the changing industry

« Manage constrained budget by supporting greater number of smaller
vs. larger systems, maintaining market development achieved to date

Trust
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Hydro Program Obijectives

Goals:

Increase aMW of installed hydro generation, focusing on irrigation district conduit projects

Objectives:

Fund 1-2 irrigation district conduit projects every 1-2 years.

Fund 1-2 municipal projects every other year by:

—  Working upstream with PRV manufacturers, municipal engineers, and decision makers to drive project
interest.

—  Supporting long-term water system planners and designers with information and tools needed to integrate
hydro opportunities into their overall system analyses.

Fund 1-2 small scale projects every other year by:

—  Testing regionally targeted efforts for irrigation users over the next 2-4 years.

—  Testing creative strategies to encourage development over the next 1-2 years:

» Piloting an incentive which offers a cost-share greater than 50% through a trusted service provider during
initial project development and permitting steps to lessen project owner risk

Work to reduce barriers to project development by exploring issues and findings from past and
current projects and distributing results to hydro market actors:

— Understanding the range of permitting steps required across the counties with known hydro resources,
creating best practices as necessary.

—  Exploring the challenges with state water rights for hydro projects located at wastewater treatment plants.

Trust
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Geothermal Program Objectives

Goals:
* Increase the amount of installed geothermal <20MW

«  Equip market actors with the information necessary to remove
barriers and increase project installations

Objectives:

* Refine our understanding of our most useful market role
through meetings with agencies, environmental groups, &
developers

. Complete a resource assessment that examines resources
and barriers for projects under 20 MW

Provide an increasing level of development assistance to help
community-scale projects move through early risky stages

 Expand small-scale installation opportunities by providing
incentives for demonstrations projects

Trust
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Biopower Program Objectives

Goals:

Objectives:
O
O
O

Focus on wastewater treatment (wwtp) and agriculture sector
for project development

Identify potential project opportunities in food processing and
municipal solid waste (MSW)

Support development of small scale woody biomass projects

Characterize key components of successful project
development for wwtp and agriculture sectors

Fund studies to highlight business case for biogas
development at food processors

Participate in state Forest Products Energy Program to
support the development of small scale CHP

14
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Patrick Egan

Vice President of Customer & Community Affairs
825 NE Multnomah Street, Suite 2000

Portland, OR 97232-4116

Office (503) 813-6165

"% PACIFIC POWER P 1510

A DIVISION OF PACIFICORP
August 15, 2011

Margie Harris

Executive Director

Energy Trust of Oregon

851 SW Sixth Avenue, Suite 1200
Portland, OR 97204

DeaW Mﬂ/fﬂi{ :

I am writing to convey Pacific Power’s concerns with a proposal to provide Energy Trust
funding to the Three Sisters Irrigation District Main Canal Pipeline Hydro Project (“TSID Hydro
Project”). I appreciate your consideration of the company’s concerns and questions regarding
whether the project will provide a net benefit to our customers due to the location of the project,
transmission costs associated with the project, and additional studies that will impact the above-
market costs of the project.

As presented to the Renewable Energy Advisory Council on August 10, 2011, the Energy Trust
is considering providing a $1 million incentive, paid over a period of four years, to the TSID
Hydro Project. Pacific Power would like to note that the documented water and fish benefits
associated with the TSID Hydro Project are worthwhile; however, it is unclear whether the
project will provide a net benefit to Pacific Power’s electric customers whose public purpose
charge dollars will be used to fund the Energy Trust incentive to the TSID Hydro Project.

Pacific Power’s concerns first and foremost lie with providing Energy Trust incentives for a
project located neither within the company’s service territory nor within our transmission
system. The spirit of Senate Bill 1149 establishing the public purpose charge is that these funds
should be used for projects located within the utility’s service territory for the benefit of the
customers who pay into the public purpose charge. This concern is exacerbated by the
significant costs associated with the transmission costs necessary to wheel power from the TSID
Hydro Project to Pacific Power’s service territory and transmission system, estimated at
approximately $68,000 per year (equaling $1.366 million over 20 years). The costs associated
with wheeling the power would more than offset the $1 million Energy Trust incentive.
Moreover, the Energy Trust’s incentive presumes a power purchase agreement between the
company and TSID, which at this stage has not been formally engaged.

The grant agreement between the Oregon Public Utility Commission and the Energy Trust also
speaks to the intent for public purpose dollars to be used for the benefit of customers. As the
grant agreement guidelines specify, “Funds expended for new renewable resources will be



utilized to offset all or a portion of their above-market costs to provide short- and long-term
benefits to users of electricity in the Service Areas.” While we understand that a motivation in
moving forward with this proposed grant is to leverage a federal grant with the Bureau of
Reclamation for TSID, the speed with which this application is moving through the Energy
Trust’s process seems to be outpacing the due diligence necessary to answer questions regarding
the total costs associated with developing the TSID Hydro Project. Given that the project has
many development stages left to complete that could impact the project’s above-market costs —
including federal, state and county permitting; developing a final project design; interconnection
studies for all three transmission systems that will be involved in transmitting power; and,
establishing a formal power purchase agreement with Pacific Power — the company believes that
the benefit to its customers is difficult to demonstrate at this time. And, the project could take
scarce renewable grant dollars away from other potential projects within Pacific Power’s service
territory.

I submit these comments in the spirit of supporting our customers and ensuring their dollars are
used for their benefit on projects that bring value to the utility system that serves them. I
appreciate your consideration of these concerns and look forward to working with you to ensure
their interests are protected.

Sin /ﬂ
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August 17, 2011

Mr. Pat Egan

Vice President of Customer & Community Affairs
Pacific Power

825 NE Multhomah St., Suite 2000

Portland, OR 97232-4116

Dear Pat:

Thank you for your letter of August 15, 2011 in regard to the Three Sisters
Irrigation District hydropower project. We appreciate knowing Pacific Power’s
views on this project in advance of our board meeting later today.

| verified that this project has been in the works since 2009 and that we have
had considerable prior contact with Pacific Power for some time. Three Sisters
Irrigation District Manager Marc Thalacker first contacted Pacific Power in
December 2009 by email to John Younie regarding the power purchase
agreement process. Since then, the District corresponded with Pacific Power
as avoided cost rates changed, and in June of this year, corresponded with
Laura Raypush to explore alternate interconnection pathways to avoid
wheeling charges.

We value our relationship with Pacific Power and believe we should both feel
free to raise concerns early enough that we have time to understand them and
flexibility address them. That said, we have devoted considerable time and
energy to this particular project and would like it to move forward. | hope this
letter can address your concerns.

The project’s value to Pacific Power ratepayers is much like the value of any
other PURPA project. It is expected to deliver energy and renewable energy
certificates to Pacific Power and Pacific Power ratepayers, based on standard
PURPA terms.

The fact that the project is not physically located in Pacific Power’s service
territory has not been a concern regarding other prior Pacific Power projects. |
am unclear why this project should be treated differently. We were pleased to
provide incentives for Pacific Power's Goodnoe Hills project even though it is
located in Washington. Combine Hills was also outside Pacific Power’s service
territory. As far as | am aware, these types of projects are perfectly consistent
with the spirit of SB 1149 provided the power is delivered to and benefits
Pacific Power ratepayers.

By Energy Trust standards, the project’s costs are well within the range of other
hydropower projects we have supported whose costs have ranged from $0.6
million to $3.7 million per average megawatt - with Business Energy Tax
Credits. With an Energy Trust incentive of $1 million, the Three Sisters project
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energy would cost Energy Trust $2.8 million per average megawatt, a little
above the mid-point of the range, without a Business Energy Tax Credit.

Of course, costs for these projects depend on site-specific conditions. On this
project, wheeling is one of the larger costs. On other projects interconnection
has been the larger cost. Some parts of this project are lower than average,
e.g., the penstock, which is already paid for and installed, while other costs are
higher. The overall cost is what makes this project viable.

I hope these points help clarify why we believe this is a good project.
Sincerely,

it

Margie Harris
Executive Director
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