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Q:
Please state your name, business address, and employer for the record.
A:
My name is Abdinasir M. Abdulle; my business address is 160 East 300 South, Salt Lake City, Utah 84114; I am employed by the Utah Division of Public Utilities (“Division”).

Q:
On whose behalf are you testifying in these proceedings?
A:
I am testifying on behalf of the Division.

Q:
Would you please summarize your educational background for the record?
A:
I have a Ph.D. in Economics from Utah State University.  I have been employed by the Division for about three years.  I also am teaching at Weber State University as an adjunct professor of economics.

Q:
What is the purpose of your testimony in these proceedings?
A:
The purpose of my testimony is to address the issues of capacity payments for wind resources, wind integration cost, and wind pricing.

Capacity Payment

Q.
What did PacifiCorp assume about wind generation’s contribution to the planning reserve margin? 

A.
Because of the intermittent nature of wind generation, in IRP 2003, the Company assumed that wind generation contributes nothing to the planning reserve margin.  However, in IRP 2004, the Company revisited this assumption and determined that wind generation contributes some of its capacity rating (20%) to meet planning reserve margin.

Q.
How did the Company calculate what the capacity contribution of wind resource should be?

A.
The Company used a methodology developed by Xcel Energy and National Renewable Energy Laboratory (NREL)
 to determine the capacity contribution for wind resources on its system.  The details of this method are outlined in Appendix J of the IRP 2004.  

Q.
Do you think that the method used by the Company is appropriate?

A.
Yes.  The method is generally appropriate.  However, the data used to implement the method is not sufficient.  The Company used one month (July) of one year’s data from a confidential wind resource on the western control area and Foot Creek on the eastern control area.    This indicates that the 20% capacity contribution calculated by the Company is based on a very limited data.  It does not consider diurnal and seasonal capacity factors, rather it focuses on summer peak capacity factors.  It also does not consider the impact of having wind resources on diversified locations with varying wind patterns.

Q.
What is the position of the Division regarding capacity payment for wind resources?

A.
The Division thinks that the assumption of 20% capacity contribution is a step in the right direction and the Commission should adopt it as a starting point.  This may encourage wind resource development in the eastern control area, particularly in Utah.  However, the Division believes that more data is needed to accurately calculate the effective capacity contribution of wind resources.  The Division recommends that the issue of capacity payment be reopened upon the development of a minimum of 5 separate facilities.  This will provide enough data to refine the formula to more accurately calculate the capacity contribution of wind resources.  The results of the refined formula will be applied to new contracts as well as to contracts already in place.  However, there will be no retroactive payments.

Wind Integration Cost

Q.
What is wind integration cost?

A.
Wind integration cost is the added cost of integrating a wind resource into a system.  It is the sum of imbalance cost and the cost of incremental reserve requirement.  The imbalance cost is the additional operating costs incurred due to variable output of wind generation whereas the cost of incremental reserve requirement is the cost associated with the needed additional reserves to maintain system reliability and security due to the variable output of wind generation.  These costs are over and above the avoided costs.

Q.
Does the Division have any concern in relation to how PacifiCorp calculated the wind integration cost?

A.
Yes.  The Division thinks that the procedure PacifiCorp used to calculate the integration cost is reasonable except that PacifiCorp used unrealistic penetration level of 1,000 MW.  The wind penetration level in the eastern control area is much less than 1,000 MW.

Q.
How would the use of a penetration level of 1,000 MW affect the wind integration cost?

A.
According to a study conducted by Xcel Energy
, integration costs increase with the penetration level.  The use of a penetration level of 1,000 MW would overestimate the integration costs that could be reasonably expected in the eastern control area in which there is much less than 1,000 MW of wind.

Q.
What is the position of the Division in relation to wind integration cost?

A.
The Division does not have data suitable to study the functional relationship between the penetration level and the integration cost.  However, according to a study conducted by Xcel Energy, there is an inverse relationship between the integration cost and the penetration level.

Based on a study conducted by Xcel Energy the integration costs range from approximately $2 to $4.  Since we do not know what the real integration cost is for the eastern control area, the Division thinks that using the mid point of the range suggested by the Xcel study is a reasonable starting point.  Therefore, the Division recommends that the Commission adopt an integration cost of $3 per MWh.  However, the Division believes that, since the recommended $3 per MWh is not based on real data, we need to revisit the issue of wind integration cost as soon as we get 300 MW of wind or 10 new wind facilities, which ever comes first.  This will provide us with data suitable to effectively calculate what the integration cost should be.

Wind Pricing

Q.
Do you think that an approach in which the wind QF projects are paid a minimum price based on the last contract entered into for non-QF winds by PacifiCorp would be appropriate?

A.
No.  The Division does not believe in price floors.  Using the price of the last contract entered into for a non-QF wind project as a minimum price would not be fair.  This non-QF project had to intensely negotiate to get this price.  For a new QF wind project to even get this price it would have to demonstrate that it has the exact same characteristics, including location, as the non-QF project.  Given the fact that wind projects developed earlier would get the best locations, it would be difficult for a new a QF wind project to show that it could get a location with equally preferable wind patterns.

In addition, in this proceeding, we are seeking a methodology that is appropriate for wind pricing.  Setting a price floor can not be deemed as a methodology that can produce results that are fair for both the developer and the utility and ultimately for the ratepayer for there is the potential for a wind QF to get the minimum price when it does not have equally preferred characteristics as non-QF project.  Therefore, this approach is one that seeks a specific result rather than a methodology.

Q.
Does that conclude your testimony?

A.
Yes.
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