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Rebuttal Testimony of Clint Kalich on Behalf of Avista Corporation
IPUC Docket No. GNR-E-ll-Ol

Dear Ms. Jewell:

Please find enclosed for filing an original and nine copies of the Rebuttal Testimony of
Clint Kalich on behalf of A vista Corporation for fiing in the above-referenced docket on April
22,201 L Also enclosed is a CD with an electronic copy of Mr. Kalich's rebuttal testimony in
Word. The first enclosed copy is hereby designated as the reporters copy. Please let me know if
you have any questions regarding this filing.

Sincerely,

rz cD
Michael G. Andrea
Senior Counsel
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Pleae state your name, the name of your employer, and your busines

addre.

My name is Clint Kach. I am employed by Avista Corpration ("Avista") at

1411 Eat Mission Avenue, Spokane, Washington.

Did you provide dire testimony in this proeeding?

Yes. I submitted the Direct Testiony of Clint Kalch that was filed in ths

proceeding on behal of A vista Corporation on March 25, 2011.

Do you have any corrtions to your dire tetimony that was previously

riled in th proeeng?

Yes. On pages 24 and 25 of my diect testiony, I testified that, at a published

rate of approximately $77 per MW plus the value of RECs, the 20-yea

additional profit to the PURA developer, as compared to a fai market for wind

projects near $60 per MW with RECs, is around $56 millon. I fuer noted that

it is customers who would bear the burden of that additional profit; however, I

inadvertently testified that such burden was $47 millon instea of the $56 millon

previously stated. Accordingly, the "$47 millon" that appear on page 25, line 10

of my diect testimony should be "$56 millon"

Renewable Northwest Prject ("RNP") submitted tetimony in thi

proceeing regardng certn factors to consider in determnig eligibilty for

published avoided cost rate. H the Commission adopts a publihed avoided

cost rate eligibilty cap structre that alows QFs as large as 10 aM to tae

advantage of published avoided cost rate, wi consideration of thes factrs

prevent disaggregation?
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No. As I testified in my dict testiony, it wil be extremely difficult or

impossible to prevent disaggregation if the published avoided cost rate is

available to QFs as large as 10 aM. RN presents a laundr list of no fewer

than 14 factors that may nee to be considered in determning whether a QF is a

single project or a piece of a disaggregated project. The number of factors for

consideration on RN's list itself ilustrates the high level of complexity and

burden that wil be required in any effort to prevent disaggrgation if a published

avoided rate eligibilty cap strctue that provides published rates to QFs as large

as 10 aM is adopted.

Do RN in its tetimony provide any inights that you wih to highght

here?

Yes. RN makes thee statements that wart fuer discussion. The fit

begins at line 4 of page 12 of Ms. Decker's diect testimony. Ms. Deker states:

"for enforcing the PUR A published rate theshold, where the
rationale for published rates is drven by the QF's level of
economic and bargaining power, the most importt characteristics
may be financial in natue: beneficial ownership, financing, cost
and revenue sharng, combined purchases of generating equipment,
and combined constrction contracts. However, because each of

those factors could be relatively easy to obscure with extra
paperwork and possibly diffcult to determne at the tie of initial
contrting, a distace factor between projects may be a necessar

addition to the frework." (Emphasis added.)

In ths testiony, RN itself acknowledges that, absent a distace requirement,

QF developers could circumvent limitations on factors such as beneficial

ownership, financing, cost and revenue sharng, combined purchases of

generating equipment, and combined constrction contracts that the Commssion
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may adopt to prevent disaggregation. RN, as discussed below, goes fuer and

acknowledges that even distace limits can also be circumvented.

Explain what you mea when you state that RN acknowledges that even

distace limitations ca be circumvented.

At line 14 of page 12 of Ms. Decker's testimony, she states that:

"...any distace rule can be overcome with creative planng, (but)
a larger distace requirement is more liely to deter a project from
organzing into smaller pieces to obtan published rates."

At a minimum, ths acknowledgement by RN ilustrtes that even enhanced

physical separation requirements may not prevent disaggregation. Ths

acknowledgment is also instrctive in that it explais that "creative planng" can

be used to circumvent the intent of disaggrgation rules. The currnt published

avoided cost rates are attacting a signficant level of wind development, and

A vista is concerned that developers wil use such creative planning to enable their

large projects to qualfy for the published avoided cost rates.

Doe RN's testimony rase any additional concerns regarding the abilty of

ownership retrictions to prevent disaggregation?

Yes. At line 6 of page 13 of Ms. Deker's testimony, RN rases questions

regarding the benefits of using ownership as a measure for preventing

disaggregation by stating that "the presence of separte LLCs should not

determne whether ownership is separate, because separte LLCs are relatively

simple to create." RN's acknowledgements of the potential litations in

imposing ownership limitations and other factors to prevent disaggregation is

consistent with Avista's position that PURA developers wil find creative ways

Case No. GNR-E-11-0l
April 22, 2011

3
Kach, C. (Di-Reb)
A vista Corporation



1

2

3

4

5

6

7 Q.

8

9 A.

10

11

12

13

14

15

16

17 Q.

18

19

20 A.

21

22

23

to get around any such rules to tae advantage of the published avoided cost rates

if such rates provide an economic incentive to do so.

As long as the published avoided cost rates are available to large QFs, and those

rates provide an economic advantage to developers, A vista is concerned that

developers wil find ways to disaggregate to take advantage of the favorable

published rates.

RNP cite Oregon disagggation rules as a template for preventing

disaggregation. Doe A vista have any concerns with the Oregon rules?

Yes. As outlned in my direct testimony and the dit testimony of Bruce

Griswold that was also submitted in ths proceeng, the Oregon disaggregation

rules were circumvented to enable nine disaggregated projects to qualify in that

State. The Orgon example does not support the use of distace and ownership

requirements to prevent disaggregation; rather, the experience with Oregon's rules

ilustrtes Avista's concern that eliminating the 100 kW eligibilty cap in favor of

an eligibilty cap strcture that retus the cap to 10 aM wil not prevent

disaggregation.

In its Exhibit 1901 to Ms. Decker's tetimony, RN preents a proposal for

determning whether a project is a single QF or a disaggrgate project.

Do A vita have any concern with that propol?

Yes. RN's Exhibit 1901 sets out four criteria for determning whether a project

with multiple generation soures qualfies as a single QF or is par of a larger

disaggregated project. Under that proposal, if the PURA project does not meet

all of four criteria, it would be considered to be a single QF and not par of a
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larger disaggregated project. Such a rule could be cirumvented eaily. For

example, a five-investor development company could develop a single large 150

MW project and simply separate the project into five 30-MW project companes

before requesting published rate contrcts. In that example, ownership would be

separate, but the five investors could share in all other development costs and

risks and benefit from economies of scale as if they built the project as one. By

not violating ths one aspet of the rules set fort in Exhbit 1901, the developers

could circumvent the intent of the disaggregation rule and the utility would find

itself offering five published rate contracts.

Doe Idaho Conservation League ("ICL") provide any insights that you wish

to highght here?

Yes. On page one of its statements of position and strwman proposal submitted

in ths proceedng, ICL makes the following statement:

"Of course, a complete resolution of ths dispute requis
addrssing two elements: which QFs ar eligible to receive
published rates, and how to set an appropriate rate upon which
published rates are based."

ICL also acknowledges that a resolution requires eligibilty criteria and an

appropriate published rate and that settng an eligibilty criterion is "an importt

first step." These statements are consistent with Avista's position that published

rates should not be made available to QFs as large as 10 aM without, at a

minimum, firt ensurng that the published avoided cost rate reflects the utilities'

actual avoided costs.

Do you have any comments on ICL's strawmn propos?
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1 A. Yes. ICL presents a litay of rules that wil nee to be fleshed out greatly to

2 provide any chance of preventing disaggregation. In addition to many criteria,

3 ICL aleady envisions litigation around eligibilty that A vista believes would be

4 burdensome on the utilities, the developers, and the Commssion. ICL sets out a

5 process whereby the QF developer would make a determnation of eligibilty with

6 its application. The utility would then nee to expend resources to makes its own

7 determnation. Where the pares disagree on eligibilty, the Commssion would

8 be called upon to make the final determnation.

9 Q. Do A vista have any summary thoughts at thi juncture?

10 A. Yes. Developers in Idaho have demonstrated their abilty to find means to

11 disaggregate larger projects to qualify for published avoided cost rates when such

12 rates are provided to projects as large as 10 aM. Simlarly in Oregon, even with

13 restrctive rules such as distace and ownership, QF developers have managed to

14 disaggregate. Even the testiony of RN and ICL ilustrate the risk of makng

15 published avoided cost rates available to large QFs. These proponents of

16 retung the published rate eligibilty cap to 10 aM themselves acknowledge

17 that ownership and distance rules can be easily circumvented.

18 A vista is concerned that so long as published avoided cost rates provide

19 developers an economic advantage (i.e., where rates excee the tre avoided cost

20 of the utility), developers wil find ways to circumvent even the best-intended

21 rules. Ultimately Avista's customers end up with retal rates that ar higher than

22 they otherwise would be.

23 Q. Doe this conclude your rebutt tetimony?
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1 A. Yes.
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Daniel E. Solander
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Rocky Mountain Power
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Idaho Power Company
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Email: dwalker~idahopower.com
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Magan Walseth Decker
Senior Staff Counsel
Renewable Northwest Project
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Scott Montgomery
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Wade Thomas
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