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TO:  Commissioners Farmer, Brown, Cassidy, Cunningham, and Ernst 
 
FROM: Dick Varner        October 27, 2009 
 
RE:  Harvest Wind Project 
 
 
 
ISSUE 
 
As Harvest Wind prepares to come on-line, what is the status and what future decisions face the 
Board? 
 
BACKGROUND 
 
In the fall of 2007, EWEB was approached about its interest in a follow up to the White Creek Wind 
Project.  The Board authorized the staff to move forward in May 2008. In July, the Board approved a 
resolution authorizing EWEB to enter into a Joint Ownership Agreement with other entities.  In the 
fall, the Board confirmed EWEB participation at the 20 MW level and authorized a project budget of 
$32 million on EWEB’s part.  While the authorized expenditure level on the project is $32 million, 
the Board was informed that it share of the project could cost approximately $50 million if tax equity 
investors could not be found.  (This $50 million is about equal to the reserves and borrowing 
authority which has been committed to resource acquisition.)  On June 2, 2009, the Board approved 
a resolution authorizing EWEB to spend up to $50 million to complete the development of the 
Harvest Wind Project. 
 
The four joint owners are EWEB, Cowlitz PUD, Lakeview Green Energy (a subsidiary of Lakeview 
Light and Power), and Peninsula Light (PenLight).  The parties intended to follow a similar business 
model to the White Creek project.  In that instance, the utilities sold the project to some investors 
with an option to purchase the project back in the future.  The investors supplied a little less than 50 
percent of the capital and some output guarantees in return for the tax benefits.  The utilities 
provided the remainder of the capital through a pre-purchase of power for the project output for 20 
years.  The cost of project output for the utilities is essentially the debt service on their pre-purchase 
of power payment plus actual O&M cost. 
 
The team for this project includes many of the same consultants and contractors have been used to 
take advantage of the White Creek project experience.  This includes the project management firm, 
construction management firm, attorneys, financial advisor, and project engineering firm. 
 
 



The original project timeline had a goal for commercial operation of December 31, 2009.  The 
project development timeline currently shows commercial operation between December 4 and 
December 15, 2009.   
 
The utilities selected Siemens 2.3 MW turbines for the project.  The total contract price including 
delivery and set-up is about $162 million.  Siemens and its subcontractors are complete with erection 
of the 43 wind turbines and are working on commissioning the units.   
 
The contract for the remainder of the construction was competitively bid and RES America was 
selected as the prime contractor.  While the project budget for this work was almost $32 million, the 
work is almost complete and the estimated final cost of their part of the project is several million 
dollars below budget.  
 
The two cooperatives (Lakeview and PenLight) have formed a Limited Liability Company (LLC) 
and have taken the lead on building the transmission lines between the project and the existing White 
Creek substation as well as the east side collector substation.  They have worked with Klickitat PUD 
(the local utility) and the owners of a neighboring wind project (enXco) to find the most economical 
way to connect the project.  They have a design/build contract for this work and the work is nearing 
completion.  There is a contract nearly ready for execution that would transfer the substation and 
transmission line to Klickitat PUD when completed and then contract for use of these facilities. 
 
Interconnection with the Bonneville Power Administration has been contracted and BPA is doing the 
work necessary at BPA’s Rock Creek substation to meet the project completion date.   
 
The Harvest Wind utilities and the owners of the neighboring White Creek project have conceptual 
agreement about a joint operations and maintenance contract which will save both projects 
significant O&M and capital costs.  The contract is currently being drafted and working toward 
being final on or about commercial operation. 
 
The latest issue of the project newsletter produced by one our consultants is attached.  It has more 
information on project status. 
 
There is a provision in Washington’s renewable portfolio standards legislation (I-937) that gives a 
bonus for projects which meet certain prevailing wage and apprenticeship standards.  The utilities 
have included provisions in the construction contracts to be in compliance with this provision.  If 
successful in meeting those standards, then the utilities will get a 20 percent bonus in renewable 
energy certificates good only for Washington renewable portfolio standard (RPS) compliance 
purposes.  For EWEB, these bonus renewable energy certificates (RECs) probably won’t help us 
with our Oregon RPS compliance but probably will have value for sale in Washington.   
 
DISCUSSION 
 
Project Ownership Structure 
 
The financing plan for the project has changed several times as time has passed and external 
economic events have occurred.  The original tax owner concept eventually was abandoned because 
potential tax owners wanted significantly greater returns and the tax benefits shifted such that the 
additional costs and risks associated with this structure didn’t justify complications. 
 
 
 
 



The current plan has the owners electing to have the project be a taxable tenancy in common 
arrangement for federal tax purposes (essentially as Schedule C).  The attorneys believe this makes 
the entity eligible for a federal grant of about $63 million.  The actual grant application will be made 
at the time of commercial operation and the funds should be forthcoming in about 60 days (February 
2010). 
 
 
The attorneys have advised that we should structure the project so that the tenancy in common entity 
has business relationships separate from the individual utilities and can show that it operates as an 
entity unto itself. 
 
One facet is that each utility is expected sign a 20 year energy purchase agreement with the project 
entity.   The ultimate effect will be that each utility will pay its share of direct O&M plus $37 per 
MWh.  This yields an estimated cost per MWh of about $60 which qualifies as a market equivalent 
rate.  This is important to show that the energy purchase agreements are the equivalent of an arm’s 
length transaction between the project entity and the utilities.  To the extent that surplus funds 
accumulate in the project entity, the project entity management committee may issue a dividend but 
if they do so, it needs to go back in proportion to ownership.  In the project proforma, excess cash 
flow from the energy purchase agreements are shown coming back to the utilities to help offset debt 
service costs. 
 
See Attachment A which shows the ownership and flow of funds. 
 
There will be several on-going relationships between parties and Harvest Wind.  These include 
administrative, accounting, auditing, tax returns, consulting engineer, O&M contractor, local 
transmission provider, wind forecasting, power scheduling, etc.  Most of these relationships will be 
between the Harvest Wind project entity and the various parties.  This has some administrative 
benefits and provides further evidence that the Harvest Wind project entity is in fact separate from 
the utilities. 
 
This entity will be subject to federal taxation but should not incur any taxes during its operation.  
The primary reason for this is that only half of the grant needs to be included in income.  Thus, the 
project should have more expenses than income over time. 
 
At some point in the future (after a minimum of 5 years), the utilities may “dissolve” the project 
entity for federal tax purposes.  This would only happen when and if any federal tax liability would 
be minimal.  Federal tax liability is determined by comparing an independent appraisal of project 
market value with tax basis and accumulated net operating losses. 
 
Project Financing 
 
The total project cost including the transmission facilities is expected to be about $225 million.  
EWEB’s share of that is $45.5 million.  This should be the extent of EWEB’s investment at year-end 
2009.  Once the grant is received, EWEB’s would receive back about $13 million which would 
reduce our share to $32.75 million.  After all is said and done, this would be very close to the 
amount of money EWEB had originally expected to pay as the total of its beginning capital share 
plus the tax owner buyout amount. 
 
 
 
 
 



 
To qualify for the federal grant, each of the utilities needs to provide its share of the capital in the 
form of taxable borrowing or cash from reserves.  In EWEB’s case, the current view is that we 
would use taxable borrowing (in addition to the small increment of reserves already contributed to 
the project) to fund our share.  One spin off benefit of taxable borrowing is that we able to use the 
power for our system or to sell to any other party without restriction.   
 
If and when the taxable Harvest Wind entity was “dissolved”, EWEB could issue tax-exempt bonds 
to refinance its share of the project costs.  If EWEB uses tax exempt financing, then at least 95 
percent of the power must come to EWEB’s system to serve EWEB retail customers. 
 
 
Cost of Project Output 
 
In the original proforma work for the project done in mid-2008, EWEB was expecting it to cost 
about $61 per MWh for the power from the project at the project bus bar with an escalation rate less 
than inflation.  After year 10, there was expected to be an increase of about $6 per MWh when the 
tax owner was bought out.  The expected busbar cost in 2029 was $78 per MWh.  Forecast power 
prices and market value of RECs appeared to easily cover the cost including adders for transmission 
across Klickitat PUD and BPA’s systems.  See Attachment B. 
 
The current expected cost of project output at the project bus bar is expected to be about $62 per 
MWh escalating at less than inflation assuming level debt service over 20 years with the cost in 2029 
being about $80 per MWh.  However, the cost of Klickitat PUD wheeling and BPA integration are 
substantially higher than originally forecast.  The total of those two items is about $13 per MWh 
rather than the $4 per MWh included in the original analysis.  See Attachment C. 
 
Use of Power and RECs from Harvest Wind 
 
There are decisions coming up for the Board on how to dispose of the output and RECs from 
Harvest Wind. 
 
As you heard earlier this fall, EWEB has more firm power than is forecasted to be needed to serve 
expected load for the next several years.  Likewise, EWEB expects to have substantially more 
Renewable Energy Certificates (RECs) than are needed for Oregon Renewable Portfolio Standards 
(RPS).   
 
Operating under our Power Risk Management Policies, staff would be looking to sell power 
equivalent to the output of Harvest Wind for at least the next two years.  At current forward prices 
and without selling the RECs, this would generate a negative cash flow of about between $1.5 and 
$1.75 million.  Sale of the RECs in the NW markets might reduce that by $400,000 to $500,000 per 
year. 
 
An alternative might be to look for a longer term deal in a market where power and RECs together 
have a higher value.  Given the transactions which have been done with some entities, there is the 
potential to reduce the early year negative cash flow to less than $500,000 per year or perhaps to 
have a small surplus. 
 
See Attachment D. 
 
 
 



 
 
Current staff thinking is that the best economic value for EWEB’s customers would be to sell the 
Harvest Wind power and RECs for the first 5 years and then reassess our position at that point in 
time.  Staff is researching what form that sale might take and will be coming to the Board for 
approval at some point in the future. 
 
As for the Washington bonus RECs, if the project is successful in getting such recognition in the 
state of Washington, staff will be looking for a Washington party who would purchase those RECs 
on a long-term basis from EWEB. 
 
On the subject of RECs, the project has received preliminary certification from California that power 
from Harvest Wind will qualify under California’s RPS.  Similar efforts are underway with Oregon 
and Washington. 
 
 
 
RECOMMENDATION/BOARD ACTION 
 
To prepare for project closing, the project attorneys are requesting each utility sign the 20 year 
energy purchase agreements as soon as practical and hopefully by the November 4th Harvest Wind 
Management Committee meeting.  As such, staff is recommending that the Board approve resolution 
09xx authorizing the general manager to enter into a 20 year energy purchase agreement for an 
approximate 20 MW share of the output of the Harvest Wind project. 
 
There will likely be other Board actions necessary as we go forward.  For example, if and when, 
staff has a potential long-term sale contract for power and/or RECs, this will come back to the Board 
for action.  Also, staff will be coming back probably between now and February to approve the long-
term financing for the project. 
 
If you have questions, please contact Dick Varner at dick.varner@eweb.org or 685-7133. 
 



The Harvest Wind 98.9 MW wind project is nearing 
completion, with commercial operation on schedule 
for December 15, 2009. All forty-three wind turbines 
are now erected. Of the forty-three, fifteen of the 
wind turbines have had the mechanical completion 
walk downs completed, the punch lists finalized, and 
mechanical completion certificates issued. By the 
end of the first week in November, all forty-three 
mechanical walk-downs will have been completed. 
Those wind turbines that have been issued the 
mechanical completion certificate are now being unit 
commissioned. 

 

 

 

 

 

 

 

 

 
 

 
 
 
 
 
 
 
 
 
 
 

ELECTRICAL 
The substation for Harvest Wind-East is 100% 
complete and energized. A 230kV transformer 
has been added to the Harvest Wind-East 
substation and is now ready to receive and 
transmit the power generated from Harvest 
Wind-East. The five circuits for the Harvest 
Wind electrical collection system have been 
energized. As of November 1st, BPA will be 
able to accept at the Rock Creek Substation up 
to 25 MWs of power generated from Harvest 
Wind. By December 15th BPA will have 
completed the necessary equipment 
installations to be ready to receive all 98.9 
MWs of Harvest Wind power. 



"We believe that 'farming' the wind holds great promise for rural economic development. These environmentally 
friendly projects are the world's fastest growing form of power generation. There are great benefits for the local tax 
base, local employment, local subcontracting, local purchasing, and particularly for landowners where the wind 
turbines will be located. Our neighborhood has the best wind resource in the Northwest, and the timing for 
developing this clean power source couldn't be more fortuitous." 

 

 
 
 
 
 
 
 
 
 
 
 
 

RESTORATION 
Goodfellow Brothers, Inc. (GBI) has completed the 
restoration work on the Harvest Wind-West roads. 
All of the shoulders of the west side roads have 
been reclaimed and reseeded. New fences and 
cattle guards have been installed to allow the 
landowners to continue their livestock pasturing 
practices. GBI has now moved on to Harvest 
Wind-East to begin the restoration work. Along 
with GBI’s restoration efforts, Robinson Brothers 
Construction is restoring the areas impacted by 
the electrical collection systems. All restoration 
work is expected to be completed and crews off 
site by Thanksgiving. 

 

COMMUNICATION 
Telephone lines have been installed to allow 
communication at the Harvest Wind–East 
substation. BPA is expected to have their 
communication system equipment installed and 
functioning by early November. The SCADA 
system that controls and views the wind turbine 
activities is now installed in the O&M facility. The 
Siemens’ Grid Monitoring System panels are 
completed, and the work to integrate the SCADA 
data in the O&M building servers is underway. 

 

O & M SERVICES 
North American Energy Services (NAES) has 
been awarded the Operations & Maintenance 
contract for Harvest Wind.  NAES, which is 
already the O & M service provider for White 
Creek Wind I, will be on site taking over the 
operation and maintenance of the Harvest Wind 
turbines as Siemens commissioning crews 
complete their work. Earlier this year the White 
Creek Wind I operations and maintenance facility 
was expanded, a parts and tools warehouse 
constructed, and modifications made to the 
offloading and staging areas in order to jointly 
share the facility with both wind projects, White 
Creek Wind I and Harvest Wind. 
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HARVEST WIND PROJECT - BASIC FINANCING MODEL

Input Data

Project Information Sources of Funds $(000)
Number of WTGs 35 PPA Payment Amount 99,179$           
Capacity per WTG 2.3 Equity Investment 91,550             
Project Capacity (MW) 80.5 Total 190,729$         
Project In Service Date 12/31/2010

% funded from Equity Investment 48%
Capacity Factor & Output

Cap Factor (MWH)
P-50 27.92% 196,886           Uses of Funds $(000)
P-99 (Tier 1) 23.09% 162,826           Turbines $134,087 (Based on WC 1 cost per turbine increased by 30%)
P-50-P-99 (Tier 2) 34,060             Balance of Plant 16,536    (Based on WC 1 cost per turbine increased by 20%)

Common Facilities 1,278      (Based on WC 1 cost per turbine increased by 20%)
Adjustment of Output for Land Leases Project Management 4,000      (Reduced from $5,069 for WC1)

Project Advisory 5,000      (Reduced from $8,811 for WC1)
P-50 Output 196,886           Debt Financing Costs 3,000      (Reduced from $4,085)
Less 4% for land leases 7,875               IDC 10,000    (Reduced from $17,409)
Net output to participants 189,011           Equity Placement 2,250      (Approximately 2.5% of equity investment

Start Up & Commissioning 328         (Based on WC 1 cost per turbine increased by 20%)
PPA Contingency 8,000      (Reduced from 12,000 for WC)
Tier 2 Initial Power Price (2011) $3.00 Initial Working Capital 250         (50% of WC 1 working capital)
Opex Inflation Rate 2.50% Rock Creek Latecomers Fee 5,000               
Tier 2 Surcharge Yrs 1-10 ($/MWh) $0.00 Permiting/Other 1,000               
Tier 2 Surcharge Yrs 11+ ($/MWh) $36.00 Total $190,729

Financing Parameters
Prepay Buyout

Term 20 10
Amount 99,179$         $13,000
Interest Rate 6% 6% NOTE:  BLUE NUMBERS ARE VARIABLES ON INPUT SHEET

The buyout amount of $13,000,000 is based on the  
estimated WC1 buyout, and could change significantly.

Printed on 10/27/2009   9:39 AM HARVEST WIND BASIC MODEL 2008.xls  Inputs DashenMusselman, Inc.














	attach1
	attach2
	attach3
	attach4
	attach5a
	attach5b
	attach6

