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Good morning, Mr. Chairman. Thank you for the opportunity to speak before the subcommittee today on the topic of renewable energy and its economic development benefits.
My name is Stan Watters, and I am the president of Pacific Power, which is part of PacifiCorp, an electric utility serving six states in the Pacific Northwest and Rocky Mountain regions. We serve approximately 1.6 million customers, including more than 525,000 in Oregon. PacifiCorp is a subsidiary of MidAmerican Energy Holdings Company, the largest utility developer of renewable energy projects in the country.
MidAmerican Energy Company, the other electric utility subsidiary of MidAmerican Energy Holdings Company, has 695.5 megawatts of wind energy facilities either in operation, under construction or under contract in Iowa 
PacifiCorp owns, purchases or has under contract 1,704 megawatts of electricity from renewable sources -- 1,167 megawatts from hydroelectric; 457 megawatts from wind; 29 megawatts from geothermal; and the remainder, 51 megawatts, from solar, biomass and biogas.

MidAmerican subsidiaries also own and operate 10 geothermal energy plants in California and two in the Philippines, producing a combined capacity of nearly 700 megawatts of electricity from naturally occurring geothermal heat. 
More than 3,000 megawatts of MidAmerican Energy Holdings Company’s total energy capability, approximately 15 percent, currently comes from green energy sources. Last month, PacifiCorp was pleased to announce that it purchased the 100.5 megawatt Leaning Juniper wind farm in the Columbia River Gorge in Gilliam County, Oregon. This project is virtually completed and should be on-line in the next week or two. On the other side of our system in Utah, PacifiCorp has also begun an 11 megawatt expansion of the company’s 26.1 megawatt Blundell geothermal energy plant. These transactions represent a significant step toward meeting PacifiCorp’s commitment to develop an additional 400 megawatts of cost-effective new renewable energy by the end of 2007, and 1,400 megawatts by 2015.
Hydropower is also a valuable emissions-free energy source. PacifiCorp was the first utility to benefit from a provision in the Energy Policy Act of 2005 that provides utilities with incentives to make efficiency improvements or capacity additions to existing hydroelectric facilities. We qualified for those incentives as a result of work done that increased efficiency 2.6 percent at Unit 2 of our J.C. Boyle plant on the Klamath River in Southern Oregon.
At PacifiCorp and throughout MidAmerican, we believe that renewable energy is an important, economic part of a diverse and balanced generation portfolio. Note that I said “economic” part of our portfolio. We can never lose sight of the fact that while our investors make the funds available to construct the renewable facilities, it is our customers who pay for the services provided by those facilities. And, we owe it to our customers to make economic decisions about the generation and energy efficiency resources that comprise our generation portfolio. 
In contrast to fossil-fueled generation where the utility chooses the location, renewable resources choose their own locations. PacifiCorp and MidAmerican Energy have been fortunate to have locations within their respective service areas that have good wind resources and adequate transmission. However, most of the economic locations have already been developed, and future developments will likely be more costly.
It is both a benefit and a challenge that locations with high-quality renewable energy development potential are generally located in rural areas. On one hand, residents of these areas tend to be more receptive to economic development and less inclined to invoke “not in my back yard” challenges to projects. 

These projects do tend to bring new sources of income to rural areas. Property owners can receive rental payments of several thousand dollars per turbine per year. There are also significant short-term benefits from the construction activity, and modest longer-term employment opportunities. And, the local tax base benefits. For example, Gilliam County should see a significant bump in property tax as a result of our new Leaning Juniper project. I’ve heard projections that by the end of this decade, some Columbia Gorge counties will have as much as 20 percent of their property taxes coming from wind farms. 
While the rural economies may benefit, it’s also true that these locations tend to be far from electric load centers, requiring substantial investment in electric transmission. A rule of thumb for the transmission investment required to bring new capacity to market is approximately $1 million or more per mile of new transmission line needed. Through our Integrated Resource Planning process and ongoing regional dialogue – as well as planning upgrades to our system -- we continue to work to address the integration issues that come with renewable development.
For us, the issue of the economic deployment of renewable resources must remain front and center locally and nationally. Congress can help support the economics of renewables.
We know you have been a leader in pushing Congress to adopt long-term extensions of wind energy and other renewable production tax credits. These market-based incentives are the most effective and efficient means of increasing the deployment of renewable resources. The most recent extension of the Section 45 production tax credit provided in the Energy Policy Act of 2005 has led to an unprecedented boom in wind energy production in virtually every region of the country. Unfortunately, with the tax credit due to expire at the end of next year, project developers, turbine manufacturers and a host of other suppliers of materials and construction labor face the possibility that the industry will once again come to an abrupt halt.

Going forward, renewable energy development needs to be placed in the larger context of coordinated energy, environmental and economic policies. To facilitate more economically viable, consumer-friendly renewable energy development, state and federal governments should develop policies that:

1) Increase financial certainty associated with renewable energy development through a five-year extension of the production tax credit and a greater commitment by regulators to ensure utilities can fully recover the costs of building projects and associated infrastructure.

2) Recognize that while renewable energy plays a role in meeting our future growth requirements, economics and geography require us to continue to develop environmentally responsible electric generation projects from all available energy sources, including fossil fuels.

3) Avoid the temptation to enact overly ambitious and arbitrary renewable portfolio standards that are not economically viable. In order to protect consumers, any renewable portfolio standard that Congress or the state choose to enact should be developed as a long-range goal supported by reasonable incentives and sound regulatory policy, not a series of arbitrary, short-term mileposts enforced by punitive penalties that do not serve to get any new resources deployed.

4) Promote expansion of the nation’s transmission infrastructure by encouraging state cooperation in the approval of multi-state transmission corridors and by providing a definitive means for recovering costs of new transmission.
Over the next several years, PacifiCorp looks forward to making historic strides to expand renewable energy development in the Northwest. We thank you for your leadership in this area and look forward to working with you in the years to come.

