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WITNESS: CINDY L. SONG

BEFORE THE
WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION

WASHINGTON UTILITIES AND
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Complainant,

V. Docket UE-20

PUGET SOUND ENERGY,
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FIFTH EXHIBIT (HIGHLY CONFIDENTIAL) TO THE
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CINDY L. SONG
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@ PUGET SOUND ENERGY

To: Energy Management Committee
From: Zac Yanez

CC:

Date: 05/21/2020

Re: Golden Hills Bridge Capacity - Interim Supply

Background

PSE issued a 2018 RFP to meet the need for new capacity resources established in its 2017
Integrated Resource Plan. The RFP, which sought resources beginning in 2022, was approved by
the Energy Management Committee (EMC) on March 22, 2018, and by the Washington Utilities &
Transportation Commission (UTC) on June 28, 2019. Business Initiatives evaluated and selected the
Golden Hills Shaped Power Purchase Agreement (PPA) as part of a lowest reasonable cost solution
to meet the 2022 resource need.! Business Initiatives recommended the Golden Hills Shaped PPA
with a December 2021 commercial operation date (“COD”) as part of its RFP short list and the EMC
approved the recommendation in July 2019. Late in the negotiation process, in April 2020, the
developer requested a modified COD of June 2022 to accommodate potential COVID-related
construction delays. PSE agreed to Avangrid’s request for a six month delay and, in exchange,
asked Avangrid to make PSE whole with regard to any potential capacity shortfall between the
originally proposed COD of December 2021 and December 20222, Avangrid agreed to execute a
separate interim supply contract under WSPP Schedule C to serve as a capacity bridge related to
potential construction delays.

The Golden Hills Bridge Capacity Interim Supply Agreement (“Bridge”) will provide PSE with 150 MW
of capacity per hour during the heavy load hours of January, February, November and December
2022. Avangrid will deliver the energy to PSE’s system and the contract will terminate once the
Golden Hills Wind Project is commercially operational or at the end of December 2022, whichever
happens first. Unlike the Golden Hills Shaped PPA, the Bridge does not include renewable energy
attributes.

The Bridge is contingent on the execution and timing of the 20-year Golden Hills Shaped PPA. On
April 23, 2020 the EMC approved the Golden Hills Shaped PPA and authorized Business Initiatives
to request Board of Directors’ (BOD) approval to execute the agreement. The BOD authorized

1 The Golden Hills Shaped PPA with a COD of December 2021 was selected as part of an optimal portfolio to
meet the renewable and capacity resource needs defined in the 2018 RFP, as presented in the July 2019 EMC
presentation and subsequent updates to the EMC in 2019 and 2020.

2 The Bridge Agreement will terminate at the earlier of either the end of December 2022 or Golden Hills COD.
December 2022 is consistent with the early termination right ein the Golden Hills Shaped PPA. If Avangrid fails
to complete the Golden Hills Wind Project by December 2022, PSE can effectively terminate both agreements.
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execution of the Golden Hills Shaped PPA on May 7, 2020. Business Initiatives will seek approval of
the Bridge as part of the Golden Hills Shaped PPA transaction at the May 21, 2020 EMC meeting.

Need Determination

The 2018 RFP sought new resources to meet projected annual electric resource capacity shortfalls
starting in 2022. Business Initiatives presented Figure 1 (shown below) to the EMC at the November
21, 2019 meeting, which shows that the Golden Hills Shaped PPA would provide 77 MW of electric
capacity to help meet the projected winter peak capacity need starting in 2022.

Figure 1. PSE electric winter peak capacity need (2020-2025)

As Figure 1 shows, Golden Hills is a key component to meeting the 2022 resource need. Without the
Bridge, Avangrid’s requested change to a June 2022 COD and any potential further delays will
negatively impact the capacity benefits of the project. The Bridge would provide interim capacity to
PSE during the heavy load hours of the 2022 winter season, if the wind project is not yet completed.
The Bridge is not a standalone transaction; it is only intended to “make PSE whole” from an electric
capacity perspective until the Golden Hills Wind Project is in service. The Bridge will terminate, along
with any financial commitments, when the Golden Hills Wind Project is commercially operational or at
the end of December 2022, whichever happens first.
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Pricing and Analysis

Avangrid has provided the Bridge with pricing terms that are comparable to both the Golden Hills
Shaped PPA as well as to other resources selected in the 2018 RFP. For the months of January and
February Avangrid has provided fixed and indexed pricing options, and for the months of November
and December Avangrid has provided a market index based price. Table 1 below shows the monthly
price of the Bridge and selected other 2018 RFP proposals. The table demonstrates that the Bridge
is priced at terms that are consistent with other resources in the 2018 RFP.

Table 1. Golden Hills Bridge vs. other shortlisted 2018 RFP resources: Pricing Comparison

Resource

Price ($/MWh)

Golden Hills Shaped PPA

sHl

SPI PPA

‘Il

MSCG PPA

‘Il

Bridge Capacity PPA - Jan

S| or (MidC Day Ahead * (1+ Loss Load Facton)+$|JJJj |

Bridge Capacity PPA — Feb

S| or (MidC Day Ahead * (1+ Loss Load Factor))+S|JJJj |

Bridge Capacity PPA — Nov

(MidC Day Ahead * (1+ Loss Load Factor))+S|JJjj

Bridge Capacity PPA — Dec

(MidC Day Ahead * (1+ Loss Load Factor))+S |

Table 2 compares the fixed and index pricing options of the Bridge, based on forward prices as of
May 12, 2020 for January and February 2022. The fixed price option is not significantly higher than

the index option and does not carry execution or market risk. The Golden Hills Shaped PPA is

scheduled for a June 2022 COD, which means that there is a high likelihood that the Bridge will be
active in January and February 2022. Business Initiatives recommends executing the Bridge based

on the fixed price option to minimize the price risk associated with first quarter 2022 deliveries.

Table 2. Golden Hills Bridge: Comparison of Fixed vs. Index Pricing Options

Month Forward Mark Line Loss Adder Total Indexed Price Fixed Price

S
oren202 | s | s | IE -
February2022 | ¢ LS - E B B i

Table 3 shows the expected volumes and expected monthly costs of the Golden Hills Shaped PPA if
active in the months of January and February 2022 and compares them to the Bridge with a fixed
price. The Bridge would provide marginally higher energy and have marginally higher costs;
however, these costs do not materially change the results of the optimization analysis presented to
the EMC and the BOD. PSE would carry the Mid-C price risk if the Golden Hills Wind Project is
delayed beyond the June 2022 COD and the Bridge remains active in November and December
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2022. However, if the project’s COD is delayed into November and December, PSE will be able to
collect damages pursuant to the terms of the Golden Hills Shaped PPA that would offset the costs
associated with the Bridge Capacity PPA. The damages for delaying the COD would be S ver
day.

Table 3. Golden Hills Shaped PPA vs. Golden Hills Bridge:
Comparison of expected volumes and monthly costs

Price Expected Expected
PPA Month | ($/MWh) | Volume (MWh) Costs (S)

Golden Hills Shaped | January SN B

Golden Hills Shaped | February S

-
-
Total s |
-
-

Bridge Capacity January S- -_

Bridge Capacity February S

Tota .

Conclusion

Executing the Golden Hills Bridge Capacity Interim Supply Agreement would allow PSE to meet the
capacity needs identified in its 2018 RFP while accommodating a change requested by Avangrid to
the COD of the Golden Hills Shaped PPA. The Bridge will provide energy delivery to PSE’s system
and guarantee the physical availability of the power during the heavy load hours of the winter months
of 2022. The Bridge will terminate when the Golden Hills Shaped PPA becomes commercially
operational and includes a fixed price component and an indexed price component. If the Bridge is
active during January and February 2022, the volumes and costs will closely match the expected
values and costs of the Golden Hills Shaped PPA. If the Golden Hills Wind Project COD is delayed
into November and December 2022, the Bridge would remain active and provide capacity and
energy to PSE. The November and December components will be indexed; however, PSE’s
exposure will be limited because it would receive damages pursuant to the terms of the Golden Hills
Shaped PPA.
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