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May 19, 2009
AR 518 Phase Il
In the Matter of a Rulemaking to STAFF'S PHASE Il
Implement SB 838 REPLY TO PGE’S AND

Relating to Renewable Portfolio Standards PACIFICORP'S COMMENTS

Pursuant to the Notice of Proposed Rulemaking Hearing of April 15, 2009, staff of the
Public Utility Commission of Oregon (staff) replies to Portland General Electric’s (PGE)
comments regarding the rule on Incremental Costs (OAR 860-083-0100) that it filed on
May 14, 20009.

Staff will address two aspects of PGE’s comments. First, staff will discuss why it
disagrees with PGE’s statement at the end of section 111 on page 3 that “In any event the
incremental cost [of qualifying electricity] should never be less than zero.”

Second, staff explains why it supports the intent of PGE’s other recommended
amendments to the proposed rule. A discussion of staff’s proposed edits is provided
below.

Third staff responds to PacifiCorp’s concern about information on the renewable energy
certificates (RECs) needed to determine chronological order under OAR 860-083-
0300(3)(b)(B) and (C).

Finally, staff includes with these reply comments its proposed rule with new edits to
staff’s April 15 proposed rules shown in red print (redline).

PGE’s argument that incremental costs should never be negative is incorrect for
three reasons:

First, PGE’s “opportunity cost” concept of the market price of a renewable energy
certificate (REC) as a measure of incremental cost is inconsistent with staff’s reading of
the intent of the law. Senate Bill 838 (“SB 838 or Act”) could have included the
opportunity cost concept.! Alternatively, SB 838 could have stated that the incremental
cost of qualifying electricity cannot be less than zero. SB 838 does neither.

Instead ORS 469A.100(4) provides:
For the purposes of this section, the incremental cost of compliance with a renewable
portfolio standard is the difference between the levelized annual delivered cost of the
qualifying electricity and the levelized annual delivered cost of an equivalent amount
of reasonably available electricity that is not qualifying electricity. For the purpose of
this subsection, the commission or governing body of a consumer-owned utility shall
use the net present value of delivered cost, including:

! SB 838 is codified as ORS 469A.005 to 469A.210.




(a) Capital, operating and maintenance costs of generating facilities;

(b) Financing costs attributable to capital, operating and maintenance
expenditures for generating facilities;

(c) Transmission and substation costs;

(d) Load following and ancillary services costs; and

(e) Costs associated with using other assets, physical or financial, to integrate,
firm or shape renewable energy sources on a firm annual basis to meet retail
electricity needs.

ORS 469A.100(4) compares “the levelized annual delivered cost of the qualifying
electricity and the levelized annual delivered cost of an equivalent amount of reasonably
available electricity that is not qualifying electricity.” (Emphasis added.) Subsections (a)
though (e) refer to real costs of delivered electricity. Nothing in ORS 469.100 implies the
incremental cost of compliance is the market price of the renewable energy certificate
(REC) associated with the qualifying electricity.

Second, PGE is correct that, even absent SB 838, it should have acquired all renewable
generation that costs less than the expected long-run cost of purchased power or other
non-renewable resources. Even so, under ORS 469A.100(4) the incremental cost of
compliance must be based on a comparison of the costs of delivered qualifying electricity
and delivered non-qualifying electricity. Incremental cost cannot be a comparison of
renewable resources with other renewable resources. Staff believes this must apply to all
qualifying electricity acquired after passage of SB 838.

PGE’s proposal to exclude negative incremental costs is unworkable. It is impractical to
guess which MWh of renewable generation would have been acquired absent the Act.
The only practical meaning of the “cost of compliance” is the incremental cost of all
qualifying electricity acquired after passage of the Act, sufficient to meet the RPS.

Only resources acquired before the passage of the Act can be deemed, a priori, to have
zero incremental costs. Certified low-impact hydro is deemed to have zero incremental
costs in OAR 860-083-100(1)(i) because staff expects actual incremental costs will be
negligible.

Third, PGE’s proposal should be rejected because excluding projects with negative
incremental costs would bias the average of incremental costs because of errors in
forecasting incremental costs. Actual average incremental cost is key because the Act
provides a cost limit that compares the actual annual cost of compliance with annual
revenues.

ORS 469A.100(1) states:
Electric utilities are not required to comply with a renewable portfolio standard
during a compliance year to the extent that the incremental cost of compliance,
the cost of unbundled renewable energy certificates and the cost of alternative
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compliance payments under ORS 469A.180 exceeds four percent of the utility’s
annual revenue requirement for the compliance year.

ORS 469A.100(1) thus creates what the is commonly-called an “off ramp” that limits the
required net long-run rate impact of the Act’s Renewable Portfolio Standard (RPS) to less
than four percent of the utility’s annual revenue requirement for the compliance year.

The expected cost of many projects that provide qualifying electricity will be close to the
expected cost of the corresponding proxy plant. Actual costs will vary. Eliminating
projects with actual negative incremental costs from the calculation of average
incremental costs would bias the estimate of the average rate increase. The cost limit
would be binding when it should not.

Staff provides the example shown in Table 1.

Table 1
Implications of Eliminating Negative Incremental Cost
The levelized cost of the proxy plant is fixed at $49.00 per MWh.
The costs of renewable plants are assumed to vary by
plus or minus 10% around $50.50 per MWh

The correct incremental cost is 3.1%

Eliminating negative incremental costs from the average
yields an incorrect incremental cost of 4.6%

Assume 11 renewable projects

Renewable Proxy Incremental
Project Cost Cost
Number ($/MWh) ($/MWh) Cost ($/MWh)
1 $45.45 $49.00 ($3.55)
2 $46.46 $49.00 ($2.54)
3 $47.47 $49.00 ($1.53)
4 $48.48 $49.00 ($0.52)
5 $49.49 $49.00 $0.49
6 $50.50 $49.00 $1.50
7 $51.51 $49.00 $2.51
8 $52.52 $49.00 $3.52
9 $53.53 $49.00 $4.53
10 $54.54 $49.00 $5.54
11 $55.55 $49.00 $6.55
average $50.50
Correct sum of incremental costs: $16.50
Incremental cost sum excluding negative costs: $24.64
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This simplified example sets average costs for qualifying electricity and the proxy plant
at $50.50 and $49.00 per MWh, respectively.? In the absence of an RPS, rates would be
$49 per MWh. With an RPS of 100 percent, rates would be $50.50. This is a long-run
equilibrium case where all proxy/non-qualifying resources have been sold or have
reached the end of their useful lives.

If the average cost of the qualifying electricity was $50.50, a reasonable interpretation of
ORS 469A.100(1) would be the cost limit should not be binding. The retail rate would be
3.1 percent higher with 100 percent renewables than with 100 percent proxy plants.

Now, assume the actual costs of qualifying electricity projects vary from the costs
anticipated when the utility committed to build them. This will occur for many reasons,
including variations in the quality of the renewable resource on the site (e.g. wind speed),
construction contingencies, changes in equipment costs after a commitment to build, etc.
For any construction year, the cost of a proxy plant would not vary.

This example assumes the costs of qualifying electricity projects vary by plus or minus
10 percent from expected. For eleven projects with a uniform distribution, the costs of the
projects would range from $45.45 to $55.55 with a median project cost of $50.50.

Table 1 shows that eliminating projects with negative incremental costs would produce
an estimate of aggregate incremental costs of 4.6 percent when aggregate incremental
costs were actually 3.1 percent. PGE’s proposal would incorrectly indicate the cost limit
is binding.

Negative actual incremental costs can also occur if natural gas prices for the proxy plant
are higher than was expected when a qualifying resource was built. The impacts of gas
price forecasting errors are likely greater than for errors in forecasting the cost of
qualifying electricity.

PGE Proposed Rule Amendments
Staff agrees with the intent of PGE’s proposed changes to Sections 4 and 5 of the
implementation plan rule and Subsection 9(e) of the incremental cost rule.

The attached amended rule for Sections 4 and 5 of the implementation plan rule adds
Commission guideline 1.b. to guideline 1.c in PGE’s proposal. Guideline 1.b. also relates
to risk analyses. A second amendment includes subsequent Commission guidelines for
implementation plans that are not amendments to Order No. 07-047.

As intended by PGE, the attached amended rule for Subsection 9(e) of the incremental
cost rule requires annual updates for actual qualifying electricity and fuel prices in
compliance plans. The amended rule adds “compliance reports” to subsection 9(a) and

2 Assuming no unbundled RECs or alternative compliance payments are used for compliance and absent an
RPS, the revenue requirement would include only the cost of proxy plants.
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(d). These subsections require updates for actual qualifying electricity and fuel prices.
With these changes, the subsection 9(e) is no longer needed and is deleted.

PacifiCorp’s Concern about Determining Chronological Order

OAR 860-083-0300(3)(b)(B) and (C) require that RECs be used in the chronological
order that they were issued. At the May 18 rulemaking hearing, PacifiCorp expressed
concern about what information will be on a REC to determine when it was issued.
WREGIS RECs under OAR 330-160-0020 currently contain only the month and year that
the RECs were issued. This is the only chronological information available for
compliance.

For currently-issued WREGIS RECs, the rule intends monthly chronological order. If
WREGIS adds more detailed chronological information on future RECs, such
information should be used. The rule as currently drafted will accomplish this.

Amendments to the Proposed Rules

The proposed rules are included with these comments. In addition to changes related to
PGE’s comments, there are changes to OAR 860-083-0300(3)(b)(B) and (C). The phrase
“through March 31” is used to be inclusive of RECs issued on March 31. The complete
new phrase in OAR 860-083-0300(3)(b)(B) is applied to (C).

Respectfully submitted,
/s/ Phil Carver

Philip H. Carver, Ph.D.

Public Utility Commission of Oregon
Senior Policy Analyst
philip.carver@state.or.us
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AR 518, Phase Il - Proposed Rules

Note: With the exception of rule 860-083-0005, the remainder of the rules are NEW
proposed rules, and for ease in reading, the traditional bolded and underlined style is not
used.

Redline changes are proposed changes by the OPUC staff to the initial proposed rules of
April 15, 2009. These changes are discussed in OPUC staff comments of May 8, and May
19, 2009. Proposed changes of May 19 are highlighted in yellow.

860-083-0005 **
Scope and Applicability of Renewable Portfolio Standards Rules

(1) OAR 860-083-0005 through 860-083-00500 (the “Renewable Portfolio Standards
rules”) establish rules governing implementation of Renewable Portfolio Standards for
electric companies and electricity service suppliers provided under ORS 469A.005
through 469A.210.

(2) For good cause shown, a person may request the Commission waive any of the
Renewable Portfolio Standards rules.

**This shows the proposed rule from Phase Il as modified by Phase 111 proposals.

860-083-0010

Definitions

As used in Division 083:

(1) *“Aggregate costs” means all costs included in ORS 469A.100(4)(d) and (e) and
those transmission costs included in 469A.100(4)(c) that can reasonably serve more than
one generating facility. Aggregate costs also include physical or financial costs for assets
to replace interruptions of generation or deliveries of short-term or long-term qualifying
electricity, short-term electricity that is not qualifying, or electricity from proxy plants.

(2) “Alternative compliance rate” has the meaning given that term in
ORS 469A.180(2).

(3) “Amortization” means spreading the initial estimates of capital costs of long-term
qualifying electricity or a proxy plant at the discount rate over an initial amortization

May 19, 2009
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period. For replacement costs that were not included in the initial estimate of capital or
operating costs for qualifying electricity, amortization means spreading such replacement
costs at the discount rate over the remainder of the current amortization period for the
associated qualifying electricity. For significant investments in facilities producing
qualifying electricity, amortization means spreading such significant investment costs and
the remaining unamortized investment of the facility at the discount rate over the
expected useful life of the facility.

(4) “Annual revenue requirement” has the meaning given that term in
ORS 469A.100(3).

(5) “Applicable filing for an electric company” means an implementation plan under
ORS 469A.075, a filing for a change to rates for retail electricity consumers that includes
costs of qualifying electricity in rates for the first time, or a compliance report under
ORS 469A.170. Applicable filing does not include filings to change rates before 2011.

(6) “Applicable filing for an electricity service supplier” means a compliance report
under ORS 469A.170.

(7) “Average cost of compliance” for an electricity service supplier means its total
cost of compliance divided by its retail sales in megawatt-hours in the service areas of
electric companies subject to ORS 469A.052 for a compliance year.

(8) “Average retail revenue” for an electric company means the annual revenue
requirement for a compliance year as determined in OAR 860-083-0200 divided by the
forecast of retail sales in megawatt-hours used to determine the annual revenue
requirement.

(9) “Banked renewable energy certificate” has the meaning given that term in
ORS 469A.005(1).

(10) “Bundled renewable energy certificate” has the meaning given that term in
ORS 469A.005(3).

(11) “Compliance year” has the meaning given that term in ORS 469A.005(4).

(12) “Cost of-a bundled renewable energy certificates” means the estimate-in-the
apphicable-comphiancerepert-of-the-levelized incremental cost of the qualifying

electricity associated with the bundled renewable energy certificate.

(13) “Cost limit for an electric company” has the meaning given that term in
ORS 469A.100.

(14) “Cost limit for an electricity service supplier” under ORS 469A.100(6) means
four percent of the weighted average of the average retail revenues per megawatt-hour of
the electric companies subject to ORS 469A.052 in whose service areas the electricity
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service supplier sells electricity in a compliance year. The weights are the retail sales in
megawatt-hours by the electricity service supplier in the service areas of electric
companies subject to ORS 469A.052 in the compliance year.

(15) “Discount rate” means the nominal after-tax marginal weighted-average cost of
capital.

(16) “Electric company’ has the meaning given that term in ORS 757.600.
(17) “Electricity service supplier” has the meaning given that term in ORS 757.600.

(18) “Extended amortization period” means the period or periods after an initial
amortization period where a facility will continue to provide qualifying electricity.

(19) “Implementation plan” has the meaning given that term in ORS 469A.075.
(20) “Incremental cost of compliance” means the cost of bundled renewable energy

certificates used for compliance for a compliance year as calculated pursuant to OAR
860-083-0100.

(21) “Initial amortization period for an electric company ” means the amortization
period for new long-term qualifying electricity or a corresponding proxy plant established
in the beginning year of new long-term qualifying electricity. If the qualifying electricity
is acquired through a contract, the length of the amortization period is the term of the
agreement. For facilities owned by an electric company and the proxy plant, the initial
amortization period is based on the electric company’s most recent depreciation study
approved by the Commission for the type of generating facility.

(22) “Initial amortization period for an electricity service supplier” for facilities that
produce qualifying electricity means a period based on the expected useful lifetime of the
facility. If the qualifying electricity is acquired through a contract, the length of the
amortization period is the term of the agreement. For proxy plants for an electricity
service supplier, the initial amortization period means the period for a proxy plant used
by the electric company subject to ORS 469A.052 in whose service area it made the most
retail sales in megawatt-hours over the five calendar years preceding the compliance
year.

(23) “Integrated resource plan” means the long-term resource plan filed by an electric
company that is subject to Commission acknowledgment as is generally set forth in
Commission Order Nos. 07-002, 07-047 and 08-339. Integrated resource plan does not
include an implementation plan filed under ORS 469A.075.

(24) “Interruptions of generation or deliveries” include, but are not limited to, planned
and unplanned generating and transmission facility outages and derates, natural gas
delivery interruptions, and reduced generation due to weather or curtailments.
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(25) “Levelized cost for long-term qualifying electricity and the correspondinga
proxy plant” means the present value of amortized capital costs and all other costs
amortized at the discount rate over the time horizon of the qualifying electricity. erproxy
plant-Levelized cost also includes an estimate of the net present value of costs and
benefits for the qualifying electricity and the corresponding proxy plant likely to occur
after the end of the applicable time horizon, amortized over the time horizon at the
discount rate.

(26) “Levelized cost for short-term qualifying electricity” means costs levelized over
the term of the contract.

(27) “Levelized cost for short-term non-qualifying electricity” means costs levelized
over a term consistent with the duration of the contract for qualifying electricity.

(28) “Long-term qualifying electricity” means electricity from facilities owned by an
electric company or electricity service supplier that generate qualifying electricity and
qualifying electricity purchased pursuant to contracts of five years or more in duration.

(29) “New qualifying electricity for an electric company” means qualifying electricity
when the costs are first included in an applicable filing for a compliance year. New
qualifying electricity may be from new generating facilities, generating facilities with
significant new investments, or new contracts to purchase electricity.

(30) “New qualifying electricity for an electricity service supplier” means qualifying
electricity from new generating facilities, generating facilities with significant new
investments, or new contracts to purchase electricity that the supplier plans to use to
serve customers of electric companies subject to ORS 469A.052 and are first operational
in a compliance year.

(31) “Proxy plant” means, unless otherwise specified by the eemmissiorCommission,
a base-load combined-cycle natural gas-fired generating facility that is used to estimate
the costs of non-qualifying electricity corresponding to new long-term qualifying
electricity with the same beginning amortization year.

(32) “Qualifying electricity” has the meaning given that term in ORS 469A.005(9).

(33) “Renewable energy certificate” has the meaning given that term in
OAR 330-160-0015(8) (effective September 3, 2008).

(34) “Renewable energy source” has the meaning given that term in
ORS 469A.005(10).

(35) “Replacement costs” means capital costs that have the effect of replacing initial
capital costs for long-term qualifying electricity or proxy plants.
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(36) “Retail electricity consumer” has the meaning given that term in
ORS 469A.005(11).

(37) “Short-term qualifying electricity” means qualifying electricity purchased
pursuant to contracts of less than five years in duration.

(38) “Significant investments" means investments in a compliance year that if the
investments were amortized over the remainder of the amortization period and combined
with cost changes associated with such investments, they would increase the levelized
cost of the facility by more than 10 percent. Such estimates do not include replacement
costs that were included in the initial estimates of capital or operating costs.

(39) “Specific costs” means the costs for electricity plus the costs for transmission
delivery and substations that can reasonably serve only a single generating facility or
contract.

(40%) “To use a renewable energy certificate” means to employ, or exercise the rights
to, a renewable energy certificate to meet or comply with a legal requirement in Oregon
or in any other state, including, but not limited to, power source disclosure reporting
under OAR 860-038-0300(8).

(412) “Total cost of compliance” for an electric company or electricity service
supplier means the cumulative cost of:

() The incremental cost of compliance;

(b) The cost of unbundled renewable energy certificates used to meet the applicable
renewable portfolio standard for a compliance year; and

(c) The cost of alternative compliance payments used to meet the applicable
renewable portfolio standard for a compliance year.

(423) “Unbundled renewable energy certificate” has the meaning given that term in
ORS 469A.005(12).

OAR 860-083-0100
Incremental Costs

(1) (_LFor amortlzatlon and levelization calculatlons an—eleetnc—eempany—mest—use

spee#%arrate—an eIectrlc company must use the dlscount rate used in |ts#em4he most
recently filed or updated integrated resource plan, unless otherwise specified by the

Commission. Berermertobonanddovelaboncolen il ope anelocine b cpnoon
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(b) For amortization and levelization calculations, an electricity service supplier must
use the discount rate applicable to the electric company in whose service area it made the
most retail sales in megawatt-hours over the five calendar years preceding the compliance
year.

(ac) The incremental cost under ORS 469A.100(4) for long-term qualifying
electricity is the difference between the levelized annual cost of qualifying electricity
delivered in a compliance year and the levelized annual cost of an equivalent amount of
electricity delivered from the corresponding proxy plant.

(d) The time horizon for long-term qualifying electricity and for the corresponding
proxy plant must be no longer than the amortization period of the qualifying electricity
and must be at least as long as the lesser of:

(A) The amortization period of the qualifying electricity; or

(B) The period from the beginning year of the amortization period of the qualifying
electricity gup-until 20 years after the current compliance year.

(eb) The incremental cost under ORS 469A.100(4) for short-term qualifying
electricity is the difference between the levelized annual cost of qualifying electricity
delivered in a compliance year and the levelized annual cost of an equivalent amount of
delivered market purchases with a consistent term that is not qualifying electricity. The
cost of non-qualifying electricity must be based on published prices for a nearby
electricity trading hub. When choosing among nearby hubs, the one with transmission
costs most similar to the short-term qualifying electricity must be used. Specific costs
must be adjusted to account for the differences in all transmission-associated costs.

(fe) Levelized annual delivered costs for qualifying electricity and non-qualifying
electricity are specific costs plus applicable shares of aggregate costs.

(a) Agaregate and specific costs for interstate electric companies must reflect
interstate allocations of costs.

(h) Incremental cost estimates for an electric company must be based on the likely
impacts on the rates of its Oregon retail electricity consumers.

(i¢) Incremental costs are deemed to be zero for qualifying electricity from generating
facilities or contracts that became operational before June 6, 2007 and for certified low-
impact hydroelectric facilities under ORS 469A.025(5).

(2) Each electric company must forecast the levelized incremental cost of long-term
qualifying electricity in the following manner:

(a) For each generation source of qualifying electricity, the electric company must
estimate the delivered cost of qualifying electricity for each year over the time horizon of
the qualifying electricity. Delivered cost includes aggregate costs and costs specific to a
generating facility or contract. Costs include, but are not limited to, those specified in
ORS 469A.100(4). Capital costs must be amortized.

(b) The levelized annual cost of qualifying electricity delivered in the compliance
year must be based on all costs that will be included in rates through the qualifying
electricity’s time horizon.

(c) Aggregate costs must be estimated as the incremental cost to the utility system for
all qualifying electricity.
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(d) Aggregate transmission costs must be allocated proportionately to existing and
planned generating facilities that will reasonably be served by the transmission facilities.

e I e cor i loctri : |

(ef) If an electric company anticipates that it will have firming and shaping services
available for sale for a compliance year, the company may not use rates in its Open
Access Transmission Tariff approved by the Federal Energy Regulatory Commission as
the basis for the firming or shaping portion of aggregate costs. In such case, the electric
company should use the actual or forecasted cost of supplying or purchasing firming and
shaping services as the basis for such costs. If an electric company anticipates it will not
be able to sell firming and shaping services due to its use of such services, the company
may use its approved Open Access Transmlssmn Tariff as the basis for such costs. H-an

(3) Each electricity service supplier must forecast the cost of long-term qualifying
electricity it plans to use to serve the service areas of electric companies subject to
ORS 469A.052 consistent with section (2) of this rule.

(4) Updates of amortization periods are required for compliance reports described in
ORS 469A.170 and implementation plans described in ORS 469A.075 under any of the
following circumstances:

(a) If a generation facility that was previously included in a compliance report has
significant investment costs in a compliance year, all qualifying electricity from the
facility is new qualifying electricity under this rule with an amortization period based on
the expected useful life of the facility, considering such investments. Except as provided
in subsections (13)(a) and (b) of this rule, costs for each such facility must be updated in
the next regularly scheduled compliance report and implementation plan,.

(b) Except as provided in subsections (13)(a) and (b) of this rule, if a generating
facility produces qualifying electricity after all capital costs have been amortized, the
electric company must update the next regularly scheduled compliance report and
implementation plan to establish an extended amortization period. The extended
amortization period must be based on the expected remaining useful life of the facility.
Qualifying electricity from the facility must be treated in the same manner as a new
qualifying electricity. Additional extended amortization periods may be added.

(c) Each electricity service supplier must update amortization periods for long-term
qualifying electricity it plans to use to serve the service areas of electric companies
subject to ORS 469A.052 consistent with subsections (4)(a) and (b) of this rule.

(5) The amortization period for a generation facility

comphianeerepert-may change as provided in subsections (4)(a) or (b) or (6)(g) of this
rule. Otherwise, the amortization period of the facility may not change.

(6) For each compliance year, except as provided in subsections (13)(a) and (b) of
this rule, each electric company must establish a new proxy plant for use in estimating the
cost of non-qualifying electricity corresponding to new long-term qualifying electricity
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with the same beginning amortization year. New proxy plant costs must be based on
relevant information in the most recently filed or updated integrated resource plan unless
there have been material changes since the most recent of such filings. Proxy plant costs
must be estimated in the following manner:

(a) For each new proxy plant, each electric company must provide the estimated heat
rate, availability factor, operation and maintenance costs per megawatt-hour, annualized
capital replacement costs per megawatt-hour, and the initial capital costs per megawatt.
The initial capital cost estimate must comply with the following requirements:

(A) Adjustment must be made for price escalation or de-escalation based on the initial
year of the proxy plant and the applicable year of the estimate. Such adjustment may be
based on applicable construction cost indexes or other published sources; and

(B) Initial capital costs must be amortized.

(b) Each electric company must estimate the costs of factors listed in
subsection (6)(a) of this rule and other elements of the proxy plant that affect its costs for
each year of the time horizon of the proxy plant. Estimates must account for expected
degradation of the heat rate, capacity, and other elements affecting costs. Forecasts of
fuel prices must include cost adders based on current regulation of greenhouse gas
emissions or such regulations that are known or reasonably expected to be implemented
in the relevant time frame.

(c) Each electric company must allocate aggregate costs for proxy plants in a manner
consistent with the allocation of aggregate costs for qualifying electricity.

(d) For calculating the incremental cost for long-term qualifying electricity from a
specific generating source, annual Aaggregate and specific costs for the each
corresponding proxy plant must be levelized over the ts-time horizon of the qualifying
electricity.

(e) The average cost per megawatt-hour for each year of the applicable aprexy
plant’s-time horizon is the levelized cost in subsection (6)(d) of this rule divided by the
expected base-load electricity production of the proxy plant for that year.

(F) The cost of equivalent non-qualifying electricity is the estimated average cost per
megawatt-hour of the proxy plant in subsection (6)(e) of this rule for each year multiplied
by the amount of corresponding long-term qualifying electricity that was produced, or is
expected to be produced, in each year of itsthe applicable time horizon.

(9) If corresponding long-term qualifying electricity is produced or is planned to be
produced after a proxy plant’s initial amortization period, a new amortization period for
the qualifying electricity must be established based on the expected remaining useful life
of the generating facility. Any remaining unamortized investment for the facility
associated with the qualifying electricity must be amortized over the new amortization
period. Qualifying electricity from the facility must be treated in the same manner as new
qualifying electricity.

(h) If the initial amortization period for new long-term qualifying electricity is longer
than the initial amortization period for the corresponding proxy plant, the electric
company must estimate the year-by-year replacement capital, operation and maintenance
expenditures necessary to extend the lifetime of the proxy plant to a period equal to or
greater than the amortization period of the qualifying electricity. In such case, initial and
replacement capital costs of the proxy plant must be amortized over its extended lifetime
before the proxy plant costs are levelized in subsection (6)(d) of this rule. Fuel costs must
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be estimated for each year of the extended lifetime of the proxy plant. ASueh proxy plant
whose lifetime has been extended under this subsection may be used as the corresponding
proxy plant for all new long-term qualifying electricity with the same beginning
amortization year.

(ik) Each electricity service supplier must forecast the cost of proxy plants consistent
with subsections (6)(a) through (gh) of this rule for plants corresponding to long-term
qualifying electricity it plans to use to serve the service areas of an electric company
subject to ORS 469A.052.

(7) To the extent practical, forecasts of proxy plant fuel prices in compliance reports
and implementation plans must be based on the most recent forecast filed in an avoided
cost proceeding under ORS 758.525(1) or filed or updated in an integrated resource
planning proceeding per Commission orders. Fuel prices must include fuel transportation
costs to an appropriate location for the proxy plant. Forecasts of fuel costs made by
electric companies and electricity service suppliers for each new proxy plant must use
one of the following methods when a new proxy plant is established:

(a) Proxy plant fuel prices may be based on financially firm, long-term fixed prices
for fuel for the period such contracts are available. After such period, the method in
subsection (7)(b) of this rule must be used; or-

(b) Proxy plant fuel prices may be based on forecasts of spot prices for fuel at an
appropriate market trading hub plus an estimate of the cost of hedging as much fuel price
risk as can be reasonably achieved for remainder of the time horizon of such plant.

(8) To the extent practical, forecasts of biomass fuel prices in compliance reports and
implementation plans must be based on the most recently filed or updated integrated
resource plan. Fuel costs for long-term qualifying electricity from biomass sources
specified in ORS 469A.025(2) must be forecast in a manner that reduces fuel price risk as
much can be reasonably achieved though long-term contracts, hedging, or other
mechanisms for the time horizon of the generation resource.

(9)(a) If fuel prices for a proxy plant or biomass plant were forecasted based on a
method similar to the method in subsection (7)(b) of this rule, an electric company must
update plant costs for actual spot fuel prices, including actual cost adders from regulation
of greenhouse gas emissions, in each implementation plan_ and compliance report.

(b) If fuel prices are updated as described in subsection (9)(a) of this rule, actual fuel
costs must include hedging costs as described in subsection (7)(b) or section (8) of this
rule.

(c) For the period fuel prices for a proxy plant or biomass plant were forecasted based
on a method similar to the method in subsection (7)(a) of this rule, fuel costs are not
updated, except fuel costs are updated for additional actual costs from regulation of
greenhouse gas emissions if such costs were not included in the contract referenced in
subsection (7)(a) of this rule.

(d) In its implementation plans and compliance reports, an electric company must
update eest—estlmatesrfor amounts of actual qualifying electricity.

qed%ngeleetneﬁy—theaeteal—mel—enees(_) To the extent that forecasts of the amount
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of qualifying electricity are used in a compliance report, such forecasts, to the extent
practicable, should be based on ifyi ici
from-the most recently filed implementation plan, unless section (10) or (11) of this rule
applies.

(F) Inits compliance reports, an electricity service supplier must include updated
estimates of the incremental cost of long-term qualifying electricity at least every two
years consistent with subsections (9)(a) through (e) of this rule for qualifying electricity it
plans to use to serve the service areas of an electric company subject to ORS 469A.052.

(10) If an electric company or electricity service supplier discovers a significant error
in its incremental cost estimates, it must update incremental cost estimates in the next
applicable filing.

(12) If the number of renewable energy certificates used for compliance or the
amount of alternative compliance payments is reduced due to a cost limit in
ORS 469A.100, the electric company or electricity service supplier must review the
methodologies used to estimate the levelized costs of proxy plants and long-term
qualifying electricity. If a systematic error is discovered, all such errors must be corrected
in estimates of the incremental costs of qualifying electricity in the applicable compliance
report. If such a correction is made, the correct total number of certificates and amount of
alternative compliance payment, if any, must be used for the compliance year.

(12) If the cost limit specified in ORS 469A.100(1) is expected to reduce the number
of renewable energy certificates used for compliance or the amount of alternative
compliance payments for any forecasted compliance year covered by an implementation
plan, the electric company must review the methodologies used to estimate the levelized
costs of proxy plants and long-term qualifying electricity. If a systematic error is
discovered, all such errors must be corrected in estimates of the incremental cost of
qualifying electricity in the applicable implementation plan.

(13)(a) Except as provided in section (11) of this rule, if new long-term qualifying
electricity in a compliance year, including qualifying electricity treated in the same
manner as new qualifying electricity in subsections (4)(b) and (6)(g) of this rule, totals
less than 20 megawatts of capacity, the incremental cost for such feng-long-term
qualifying electricity is not required to be included in compliance reports or
implementation plans. Such long-term qualifying electricity may be included in a
compliance report for purposes of determining compliance with the applicable renewable
portfolio standard under ORS 469A.052 or ORS 469A.065.

(b) When the capacity of qualifying electricity described in subsection (13)(a) of this
rule equals or exceeds 20 megawatts in a compliance year or the cumulative capacity of
qualifying electricity in subsection (13)(a) of this rule exceeds 50 megawatts, the
incremental cost of all such qualifying electricity must be included in the compliance
report for the compliance year and in compliance reports and implementation plans filed
after such compliance report.

(c) The amortization periods for the qualifying electricity in subsections (13)(a)
and (b) of this rule must begin at the same time as the latest operational date for the
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qualifying electricity. Costs must be adjusted for price escalation or de-escalation based
on the beginning amortization year and actual initial years for such qualifying electricity.
Adjustments may be based on applicable construction costs indexes or other published
sources.

(d) A new proxy plant with the same beginning amortization year as the qualifying
electricity in subsection (13)(c) of this rule must be used to estimate the non-qualifying
costs corresponding to such qualifying electricity.

860-083-0200
Electric Company Revenue Requirements

(1) For the purposes of Division 083, annual revenue requirement is the amount
produced from the following calculations:

(a) If the electric company is involved in a general rate proceeding using a test year
that is reasonably representative of the compliance year and that results in the
Commission issuing a final order no later than January 1 of the compliance year, annual
revenue requirement is the total revenue the Commission authorizes an electric company
the opportunity to recover in Oregon rates before the application of credits resulting from
16 U.S.C. sec. 839(c) (2008) (commonly known as the “Bonneville Power
Administration Residential Exchange”) adjusted for amounts and costs as needed in
accordance with ORS 469A.100(3); or

(b) For a compliance year not involving a general rate proceeding under
subsection (1)(a) of this rule, annual revenue requirement is the amount produced by the
following calculation:

(A) Calculate the operating revenues related to net power costs, the renewable
adjustment clause, updates for base rate changes relating to automatic adjustment clauses,
and other adjustments authorized by the Commission subsequent to the most recent
general rate proceeding and adjusted for electric company load changes as needed; and

(B) To the amount calculated under paragraph (1)(b)(A) of this rule, add the product
of:

(i) The total operating revenues authorized in the most recent general rate proceeding,
reduced by the amount of operating revenues related to energy efficiency programs, low
income energy assistance, the incremental cost of compliance, unbundled renewable
energy certificates, alternative compliance payments, and net power costs in the general
rate proceeding, and increased by credits resulting from 16 U.S.C. sec. 839(c) (2008); and

(i) The ratio of the compliance year forecasted load to the load from the most recent
general rate proceeding; and

(C) In the sum calculated under subsection (1)(b) of this rule, adjust for the amounts
and costs as needed in accordance with ORS 469A.100(3).

(2) For a compliance year under subsection (1)(b) of this rule, each electric company
that is subject to a renewable portfolio standard in the following calendar year under
ORS 469A.052 must file its proposed annual revenue requirement for the following
compliance year on or before November 15, 2010, and annually thereafter.

(3) On or before December 1, 2010, and annually thereafter, each electric company
must amend its filing made under section (2) of this rule for any updated renewable
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adjustment clause filing and retail electricity consumer loads that will be served through
direct access in the compliance year.

(4) For a compliance year involving a general rate proceeding under subsection (1)(a)
of this rule, the electric company must make a compliance filing by December 1 in the
year preceding the compliance year or 14 days from the entered date of the Commission’s
final order in the general rate proceeding, whichever is later. The compliance filing must
calculate the total revenue the Commission authorized the electric company the
opportunity to recover in Oregon rates in the final rate proceeding order, adjusted for
amounts and costs as needed under ORS 469A.100(3).

860-083-0300
Compliance Standards

(1) Each electricity service supplier subject to ORS 469A.065 must meet the
requirements of ORS 469A.052 unless a limit specified in section (2) or section (3) of
this rule applies.

(2)(a) The cost limit under ORS 469A.100(6) for an electricity service supplier means
four percent of the weighted average of the average retail revenues per megawatt-hour of
the electric companies subject to ORS 469A.052 in whose service areas the electricity
service supplier sells electricity. The weights are the retail sales in megawatt-hours by the
electricity service supplier in the service areas of electric companies subject to
ORS 469A.052 for a compliance year.

(b) If the average cost of compliance per megawatt-hour for an electricity service
supplier subject to ORS 469A.065 exceeds the cost limit for a compliance year, the
electricity service supplier is not required to incur additional costs to meet section (1) of
this rule.

(3)(a) An electric company or an electric service supplier is not required to meet the
renewable portfolio standards during each compliance year to the extent that:

(A) For the electric company, the total cost of compliance to meet the renewable
portfolio standard exceeds the cost limit in ORS 469A.100(1) and

(B) For the electricity service supplier, the average cost of compliance exceeds the
cost limit in section (2) of this rule.

(b) In determining compliance with the applicable renewable portfolio standard in
ORS 469A.052 or ORS 469A.065 and the applicable cost limits under ORS 469A.100(1)
and ORS 469A.100(6), the following apply:

(A) Subject to the Commission’s review under ORS 469A.170, an electric company
or electricity service supplier may elect to use alternative compliance payments to
comply with the applicable renewable portfolio standard. The Commission may also
require an electric company or electricity service supplier to use alternative compliance
payments to comply with the applicable renewable portfolio standard if the alternative
compliance payments would not cause the electric company or electric service supplier to
exceed the applicable cost limits in ORS 469A.100(1) and ORS 469A.100(6) .

(B) Each electric company and electricity service supplier must use, in chronological
order from first issued to last issued, its banked renewable energy certificates under
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ORS 469A.140(2)(a) and (2)(b), subject to the limitations under ORS 469A.145, before
using certificates issued eracguired-in the compliance year or between January 1
throughen-or-befere March 31 of the year following the compliance year.

(C) Subject to the limitations under ORS 469A.145 and the cost limit under
ORS 469A.100, if the banked renewable energy certificates each electric company or
electricity service supplier uses are not sufficient to achieve compliance with the
applicable renewable portfolio standard, the electric company or electricity service
supplier must use renewable energy certificates issued or acquired in the compliance year
or between January 1 through eren-er-before-March 31 of the year following the
compliance year, or make an alternative compliance payment, up to the amount required
for compliance with the applicable standard. Bundled renewable energy certificates must
be used in chronological order from first issued to last issued.

(D) If the total cost of compliance exceeds the cost limit under ORS 469A.100, the
electric company or electricity service supplier is not required to use additional renewable
energy certificates or make an alternative compliance payment to meet the applicable
standard.

(c) The costs of renewable energy certificates used to determine whether the cost
limit has been reached must be from the applicable compliance report.

OAR 860-083-0350
Compliance Reports by Electric Companies and Electricity Service Suppliers

(1)(a) On or before June 1, 2012, and annually on or before June 1 thereafter, each
electric company that is subject to a renewable portfolio standard set forth in
ORS 469A.052 or 469A.055 for the previous calendar year must file a report with the
Commission demonstrating compliance, or explaining in detail its failure to comply, with
the applicable renewable portfolio standard.

(b) On or before June 1, 2012, and annually on or before June 1 thereafter, each
electricity service supplier that is subject to a renewable portfolio standard contained in
ORS 469A.065 and sells electricity to retail electricity consumers in the service territories
of electric companies subject to ORS 469A.052 must file a report with the Commission
demonstrating compliance, or explaining in detail its failure to comply, with OAR 860-
083-0300(1) for the preceding compliance calendar year.

(2) For electric companies subject to ORS 469A.052 and electricity service suppliers
subject to ORS 469A.065, the report in section (1) of this rule must include the following
information related to Oregon retail electric consumers for activities of the electric
company or electricity service supplier for the preceding compliance year:

(a) The total number of megawatt-hours sold to retail electricity consumers covered
by ORS 469A.052 by the electric company or sold in the service areas of each electric
company covered by ORS 469A.052 by the electricity service supplier.
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(b) The total number of renewable energy certificates, identified as either unbundled
or bundled certificates, acquired in the compliance year and used to meet the renewable
portfolio standard.

(c) The total number renewable energy certificates, identified as either unbundled or
bundled certificates, acquired on or before March 31 of the year following the
compliance year and used to meet the renewable portfolio standard.

(d) The total number and cost of unbundled renewable energy certificates, identified
as either banked or non-banked certificates, used to meet the renewable portfolio
standard.

(e) The total number of banked bundled renewable energy certificates that were used
to meet the renewable portfolio standard.

(F) The total number of renewable energy certificates, identified as either bundled or
unbundled certificates, issued in the compliance year that were banked to serve Oregon
electricity consumers.

(9) For electric companies, unless otherwise provided under subsection (2)(Kk) of this
rule, the total number of renewable energy certificates included in the rates of Oregon
retail electricity consumers that were sold since the last compliance report, including:

(A) The names of the associated generating facilities; and

(B) For each facility, the year or years the renewable energy certificates were issued.

(h) Unless otherwise provided under subsection (2)(k) of this rule, for each
generating facility associated with the renewable energy certificates included in
subsections (2)(b), (c). (f), orand (fg) of this rule the following information:

(A) The name of the facility;

(B) The county and state where the facility is located,;

(C) The type of renewable resource;

(D) The total nameplate megawatt capacity of the facility;

(E) For an electric company, the Oregon share of the nameplate megawatt capacity of
the facility;

(F) The year of the first delivery of qualifying electricity or the first year of the
contract for the purchase of unbundled renewable energy certificates; and

(G) The duration of the contract or the amortization period of a facility owned by the
electric company or the planned lifetime of a facility owned by the electricity service
supplier.

(i) The amount of alternative compliance payments the electric company or
electricity service supplier elected to use or was required to use to comply with the
applicable renewable portfolio standard.

(j) For an electric company, sufficient data, documentation, and other information to
demonstrate that any voluntary alternative compliance payments were a reasonable
compliance method.

(k) Documentation of use of renewable energy certificates from the system under
OAR 330-160-0020 established for compliance with the applicable renewable portfolio
standard.

() For each electric company, a detailed explanation of any material deviations from
the applicable implementation plan filed under OAR 860-083-0400, as acknowledged by
the Commission.
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(m) As specified in OAR 860-083-0100, the-ineremental-cost-of-new-guatifying
eleetricity-and-the total number and cost of bundled renewable energy certificates used
for the-ineremental-cost-ef-compliance.

(n) For each electric company, its projected annual revenue requirement as calculated
in OAR 860-083-0200 and its total cost of compliance.

(o) For each electricity service supplier, its total cost of compliance, its average cost
of compliance, and its cost limit as specified in OAR 860-083-0300(2), including all
calculations.

(p) For each electric company, an accounting of the use of the renewable energy
certificates and alternative cost payments consistent with OAR 860-083-0300(3) if the
cost limit in ORS 469A.100(1) is reached for the compliance year.

(g) For each electricity service supplier, an accounting of the use of the renewable
energy certificates and alternative cost payments consistent with OAR 860-083-0300(3)
if the cost limit in OAR 860-083-0300(2) is reached for the compliance year.

(r) As specified in OAR 860-083-0100, the number and total cost of all bundled
renewable energy certificates issued.

(s) As specified in OAR 860-083-0100, the number and total cost of bundled
renewable energy certificates issued that are associated with new qualifying electricity
since the last compliance report.

(3) If so prescribed by the Commission, each electric company and electricity service
supplier must use established forms to provide information required under
subsections (2)(a) through (r) of this rule.

(4) Commission staff and interested persons may file written comments on an electric
company or electricity service supplier report in section (1) of this rule within 45 calendar
days of the filing. The electric company or electricity service supplier may file a written
response to any comments within 30 calendar days thereafter. After considering written
comments, the Commission may decide to commence an investigation, begin a
proceeding, or take other action as necessary to make a determination regarding
compliance with the applicable renewable portfolio standard.

(5) Upon conclusion of the Commission review of the report in section (1) of this
rule, the Commission will issue a decision determining whether the electric company or
electricity service supplier complied with the applicable renewable portfolio standard and
any other determinations under ORS 469A.170(2). If the Commission determines that the
electric company or electricity service supplier is not in compliance with the applicable
renewable portfolio standards set forth in ORS 469A.052 or 469A.065 and such non-
compliance is not warranted by the cost limits set forth in ORS 469A.100, the
Commission may require an alternative compliance payment to address such shortfall,
impose a penalty, or both.

(6) Each electric company subject to ORS 469A.052 and each electricity service
supplier subject to ORS 469A.065 must post on its web site the public portion of the four
most recent annual compliance reports required under this rule and provide a copy of the

| ‘most recent such report to any person upon request. The public portions of the most
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recent compliance report must be posted within 30 days of the Commission decision in
section (5) of this rule. The posting must include any Commission determinations under
section (5) of this rule.

(7) Consistent with Commission orders for disclosure under OAR 860-038-0300,
each electric company subject to ORS 469A.052 and each electricity service supplier
subject to ORS 469A.065 must provide information about its compliance report to its
customers by bill insert or other Commission-approved method. The information must be
provided within 90 days of the Commission decision in section (5) of this rule or
coordinated with the next available insert required under OAR 860-038-0300. The
information must include the URL address for the compliance reports posted under
section (6) of this rule.

(8) A small electric company as described in ORS 469A.055 that has the exemption
provided by ORS 469A.055(1) is exempt from the rules in Division 083 except as
provided by ORS 469A.055.

OAR 860-083-0400
Implementation Plans byfer Electric Companies

(1) On or before January 1, 2010, and on or before January 1 of even-numbered years
thereafter, unless otherwise directed by the Commission, each electric company that is
subject to ORS 469A.052 must file an implementation plan under ORS 469A.075.

(2) The implementation plan for an electric company subject to ORS 469A.052 must
contain the following information for the next odd-numbered compliance year and each
of the four subsequent compliance years:

(a) The annual megawatt-hour target for compliance with the applicable renewable
portfolio standard based on the forecast of electricity sales to its Oregon retail electricity
consumers;

(b) An accounting of the planned method to comply with the applicable renewable
portfolio standard, including the number of banked renewable energy certificates by year
of issuance, the numbers of other bundled and unbundled renewable energy certificates,
and alternative compliance payments;

(c) Identification of the generating facilities, either owned by the company or under
contract, that are expected to provide renewable energy certificates for compliance with
renewable portfolio standard. Information on each generating facility must include:

(A) The renewable energy source;

(B) The year the facility or contract became operational or is expected to become
operational;

(C) The county-and-state where the facility is located or is planned to be located; and

(D) Expected annual megawatt-hour output for compliance from the facility for the
compliance years covered by the implementation plan;

(d) A forecast of the expected incremental costs of new qualifying electricity for
facilities or contracts planned for first operation in the compliance year, consistent with
the methodology in OAR 860-083-0100;
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(e) A forecast of the expected incremental cost of compliance, the costs of using
unbundled renewable energy certificates and alternative compliance payments for
compliance, compared to annual revenue requirements, consistent with the
methodologies in OAR 860-083-0100 and OAR 860-083-0200, absent consideration of
the cost limit in OAR 860-083-0300; and

(F) A forecast of the number and cost of bundled renewable energy certificates
issued, consistent with the methodology in OAR 860-083-0100.

(3) If so prescribed by the Commission, an electric company must use established
forms to provide the information required under subsections (2)(a) through (2)(f) of this
rule.

(4) If there are material differences in the planned actions in section (2) of this rule
from the action plan in the most recently filed or updated integrated resource plan by the
electric company, or if conditions have materially changed from the conditions assumed
in such filing, the company must provide sufficient documentation to demonstrate how
the implementation plan appropriately balances risks and expected costs as required by is
consistent-with-the integrated resource planning guidelines_in 1.b and c. of established-by
the-Commission #-Order Nos. 67-802,-07-047_and subsequent guidelines related to
implementation plans and-08-339-and-etherplanning-guidelines-set forth by the
Commission. Unless provided in the most recently filed or updated integrated resource
plan, an implementation plan for an electric company subject to ORS 469A.052 must
provide the following information:

(a) At least two forecasts for subsections (2)(d), (e), and (f) of this rule: one forecast
assuming existing government incentives continue beyond their current expiration date
and another forecast assuming existing government incentives do not continue beyond
their current expiration date; and

(b) A reasonable range of estimates for the forecasts in subsections (2)(d), (e), and (f)
of this rule, consistent with subsection (4)(a) of this rule and the analyses or
methodologies in the company’s most recently filed or updated integrated resource plan.

(5) Under the following circumstances, tFhe electric company must, for the
applicable compliance year, provide sufficient documentation or citations to demonstrate
explain-how the implementation plan appropriately balances risks and expected costs as

required by is-censistentwith-the integrated resource planning guidelines in 1.b. and c. of
established-by-the-Commission #r-Order Nos. 87-802-07-047_and subsequent guidelines

related to |mplementat|on plans an@@%%gar}dre#meplanrnngﬂmdel-me&set forth by the

(a) The sum of costs in subsectron (2)(e) of this rule is expected to be four percent or
more of the annual revenue requirement in subsection (2)(e) of this rule for any
compliance year covered by the implementation plan; ef

(b) The company plans, for reasons other than to meet unanticipated contingencies
that arise durrnq a complrance year to use any of the foIIowrng complrance methods for
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(A) Unbundled renewable energy certificates;

(B) Bundled renewable energy certificates issued between January len-er-before and
March 31 of the year following the compliance year; or

(C) Alternative compliance payments. or

(c) The company plans to sell any bundled renewable energy certificates included in
the rates of Oregon retail electricity consumers.

(6) An implementation plan must provide a detailed explanation of how the
implementation plan complies, or does not comply, with any conditions specified in a
Commission acknowledgment order on the previous implementation plan and any
relevant conditions specified in the most recent acknowledgment order on an integrated
resource plan filed or updated by the electric company.

(7) If there are funds in holding accounts under ORS 469A.180(4) and if the electric
company has not filed a proposal for expending such funds for the purposes allowed
under ORS 469A.180(5), the implementation plan must include the electric company’s
plans for expending or holding such funds. If the plan is to hold such funds, the plan
should indicate under what conditions such funds should be expended.

(8) The eommission-Commission will acknowledge the implementation plan in the
following manner:

(a) Commission staff and interested persons may file written comments on an
implementation plan within 45 calendar days of its filing. The electric company may file
a written response to any comments within 30 calendar days thereafter. Commission staff
should present its recommendation at a eemmissien-Commission public meeting within
120 days of the implementation plan filing date.

(b) The Commission will acknowledge the plan at such public meeting, subject to any
conditions specified by the Commission, unless it decides to commence an investigation
or take other action as necessary to make its decision regarding acknowledgment of the
plan.

(c) The Commission will acknowledge the implementation plan, subject to conditions
if necessary, no later than six months after it is filed.

(9) (a) Each electric company must post on its website the public portion of its most
recent implementation plan under this rule within 30 days after a Commission
acknowledgement order has been issued, including any conditions specified by the
commission-Commission under ORS 469.075(3).

(b) Each electric company must provide a copy of the public portions of the most
recently filed implementation plan to any person upon request, until the Commission has
issued an acknowledgement order on such plan.

(10) Consistent with Commission orders for disclosure under OAR 860-038-0300,
each electric company must provide information about the implementation plan to its
customers by bill insert or other eemmissterCommission-approved method. The
information must be provided within 90 days of final action by the Commission on the
plan or coordinated with the next available insert required under OAR 860-038-0300.
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The information must include the URL address for the implementation plan posted under
subsection (9)(a) of this rule.

OAR 860-083-0500
Alternative Compliance Payments

(1) No later than October 1, 2010, and no later than October 1 of each succeeding
even-numbered calendar year, the Commission will set an alternative compliance rate for
the next even-numbered compliance year and the year immediately following that even-
numbered compliance year for each electric company subject to renewable portfolio
standards contained in ORS 469A.052.

(2) The Commission will consider the following factors, and any other factors it
determines are appropriate for the circumstances, when setting an alternative compliance
rate for an electric company to provide an adequate incentive for the electric company to
purchase or generate qualifying electricity in lieu of using alternative compliance
payments to meet the applicable renewable portfolio standard set forth in ORS 469A.052:

(a) Forecasts of the likely costs of new qualifying electricity compared to the cost of
non-qualifying electricity;

(b) Likely future deliveries of qualifying electricity from contracts and generating
facilities owned by the electric company, both planned and existing;

(c) The number of unbundled renewable energy certificates the electric company
anticipates using to meet the applicable renewable portfolio standard; and

(d) Commission determinations made under ORS 469A.170 in reviewing compliance
reports by the electric company and information from a review of the company’s
compliance report for the previous compliance year, including but not limited to:

(A) Past methods of compliance with the renewable portfolio standard including the
use of:

(i) Bundled and unbundled renewable energy certificates that were not banked;

(ii) Banked renewable energy certificates; and

(iii) Alternative compliance payments;

(B) The timing of electricity purchases;

(C) The relevant market prices for electricity purchases and unbundled renewable
energy certificates;

(D) Whether the actions taken by the electric company are contributing to long-term
development of generating capacity using renewable energy sources;

(E) The effect of the actions taken by the electric company on the rates payable by
retail electricity consumers;

(F) Good faith forecasting differences associated with the projected number of retail
electricity consumers served and the availability of qualifying electricity; and

(G) Consistency of the compliance reports for the two previous compliance years
with the applicable implementation plans filed under ORS 469A.075, as acknowledged
by the Commission, including conditions specified by the Commission under ORS
469A.075(3).

(3) The Commission may consider the following additional factors when setting an
alternative compliance rate for an electric company:
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(a) Uncertainties associated with forecasts of the incremental cost of new qualifying
electricity and the incremental cost of compliance in implementation plans required by
ORS 469A.075. Uncertainties include, but are not limited to:

(A) Forecasts of the costs of renewable resources;

(B) Fuel price forecasts for proxy plants required under OAR 860-083-0100; and

(C) Whether federal tax incentives for renewable resources will be extended beyond
current sunset dates;

(b) Uncertainties about future market prices for renewable energy certificates
including, but not limited to:

(A) Uncertainties associated with forecasts of the incremental costs of new qualifying
electricity; and

(B) The effects of current and potential policies by other states and the federal
government on the availability and price of renewable energy certificates; and

(c) Plans to use alternative compliance payments in the current implementation plan
of the electric company.

(4) The Commission may approve the use of the alternative compliance funds in the
holding accounts described in ORS 469A.180(4) for the purposes specified in
ORS 469A.180(5) upon a filed request by the electric company, in an order issued upon
conclusion of the electric company’s general rate case or in another proceeding as
directed by the Commission.

(a) If such funds are used for the acquisition of qualifying electricity, the renewable
energy certificates associated with such electricity may be used by the electric company
for future compliance with the renewable portfolio standard.

(b) Upon a request by the electric company, or in response to a filing of an
implementation plan by the electric company, the Commission may order that all or a
portion of such funds be transferred to the nongovernmental entity receiving funds under
ORS 757.612 (3)(d). The Commission may specify the proportions of transferred funds,
that are to be used for acquiring qualifying electricity and for energy conservation
programs within the electric company’s service area.

(c) If an electric company requests or proposes to use or transfer such funds, it must
notify persons appearing on the service list of the most recent implementation plan
acknowledgement proceeding for the electric company. The Commission will allow an
opportunity for public comment before making a decision to expend such funds.

(5) In deciding which uses to approve for alternative compliance funds in the holding
accounts described in ORS 469A.180(4), the Commission may consider the following
factors and any other factors it determines are appropriate for the circumstances:

(a) The findings of the Legislative Assembly in enacting the renewable portfolio
standards;

(b) Timeliness of the proposed use of such funds compared to other funding
opportunities;

(c) The amount of such funds in the electric company’s holding accounts;

(d) The likely impacts of using such funds for the acquisition of long-term qualifying
electricity;
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(e) Whether there are opportunities to fund cost-effective energy conservation
programs within the electric company’s service area beyond a level that might not
otherwise be achieved,

(F) Whether there are opportunities to fund cost-effective efficiency upgrades to the
electricity generating facilities owned by the electric company beyond a level that might
not otherwise be achieved; and

(g) Whether the impacts in subsections (5)(e) and (f) of this rule might occur earlier
with the use of such funds.

(6) The Commission will adopt an alternative compliance rate for the compliance
year for each electricity service supplier subject to ORS 469A.065 no later than 15
months before each compliance year in the following manner:

(a) The alternative compliance rate for an electricity service supplier will be the
weighted average of the alternative compliance rates for the electric companies subject to
ORS 469A.052 in whose service areas the electricity service supplier provides electricity.

(b) The weights for subsection (6)(a) of this rule will be the retail sales in megawatt-
hours by the electricity service supplier in each electric company service area for the year
prior to the applicable compliance year.

(7)(a) The Commission may approve expenditures of the alternative compliance
funds in the holding accounts described in ORS 469A.180(6) for the purposes stated
therein through a proceeding as directed by the Commission.

(b) An electricity service supplier may request that the Commission direct that
current or prospective alternative compliance funds in the holding accounts described in
ORS 469A.180(6) be paid directly to the nongovernmental entity receiving funds under
ORS 757.612(3)(d). The nongovernmental entity must use the funds to acquire energy
conservation for the customers of the electricity service supplier.
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