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I.     INTRODUCTION 

 
 On December 9, 2008, the Public Utility Commission of Oregon 

(Commission) opened this investigation to consider new federal standards related to 
integrated resource planning, electric and natural gas utility rate design modifications, smart 
grid investments, smart grid information, and incentives related to industrial waste energy 
recovery.  On December 8, 2009, Commission Staff  (Staff) presented two reports at the 
Commission’s Public Meeting.  The first report addressed the rate design and industrial  
energy waste recovery standards and is attached as Appendix A to this order and 
incorporated by reference.  The second report addressed the smart grid investment and 
information standards and is attached as Appendix B and incorporated by reference.  At its 
Public Meeting on July 28, 2009, the Commission received Staff’s recommendations 
regarding the federal standard for integrated resource planning.  Staff’s report is based on 
joint comments.  A copy of that report is attached as Appendix C to this order and 
incorporated by reference. 
 

II.     BACKGROUND 
 

 The Energy Independence and Security Act of 2007 (EISA 2007) requires 
each state commission to consider adoption of four new federal electric utility standards 
added to PURPA1 section 111(d).  EISA 2007 also requires each state commission to 

                                                 
1 The Public Utility Regulatory Policies Act of 1978. 
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consider two new federal natural gas standards that were added to PURPA section 303(b).  
A stand-alone standard that is not an amendment to PURPA – Additional Incentives for 
Recovery, Use, and Prevention of Industrial Waste Energy – also was added by the 
EISA 2007.   
 A state commission is not obligated to adopt any of the subject standards.  
This Commission may decline to implement any or all of these standards or adopt different 
or modified standards.  The EISA 2007 only mandates that that the Commission consider 
whether to adopt the standards and prescribes certain procedural requirements for that 
consideration.  Those procedural requirements are that the Commission’s determination 
comes after public notice and hearing and that the Commission’s determination be  
made:  (a) in writing, (b) based on findings included in such determination and upon the 
evidence presented at the hearing, and (c) available to the public. 
 

III.     RATE DESIGN STANDARD 
 
A. Electric Utilities 
 
 With respect to electric utilities, subparagraph A of the Rate Design Standard 
provides as follows: 
 

 (A)  IN GENERAL – the rates to be charged by any electric utility shall –  
 

(i) align utility incentives with the delivery of cost-effective energy 
efficiency; and 

(ii)  promote energy efficiency investments. 
 
As noted by Staff, this statement is broad and subject to interpretation.  Staff observes that 
Oregon does have the utility-surcharge-funded enterprise known as the Energy Trust of 
Oregon (Energy Trust).  Energy Trust sponsors various programs, including direct payments 
for energy conservation investments made on behalf of utility customers.  In light of 
Oregon’s accomplishments in this general area (and absent strong advocacy for more 
aggressive measures) Staff recommends that the Commission take no action with regard to 
this provision. 
 
 Subparagraph B of the standard directs the Commission to consider six policy 
options: 
 

 (B)   In complying with subparagraph (A), each State regulatory 
authority and each nonregulated utility shall consider –  

 
In its report, Staff discussed each option in turn. 
 
 The first option is:  “(i) removing the throughput incentive and other 
regulatory and management disincentives to energy efficiency.”  As noted by Staff, the 
Commission has supported decoupling mechanisms on several occasions.  The Commission 
approved decoupling for one Oregon-regulated electric utility.  If other utilities were to 
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request similar treatment, their requests would be given strong consideration.  The 
Commission has noted that decoupling mechanisms tend to reduce the overall business risk 
of the utility. 
 The second option is:  “(ii) providing utility incentives for the successful 
management of energy efficiency programs.”  As noted by Staff, the Oregon-regulated 
electric utility that has been proactive in proposing peak period efficiency measures, has 
received approval for recovery of related costs, including deferred accounting treatment 
where applicable. 
 
 The third option is:  “(iii) including the impact on adoption of energy 
efficiency as one of the goals of retail rate design, recognizing that energy efficiency must be 
balanced with other objectives.”  Staff notes that Oregon’s general rate design approach is to 
set rates that reflect costs.  This approach has the effect of emphasizing the appropriate 
economic incentives for energy conservation.  Each of the three Oregon-regulated electric 
utilities has inverted rates for one or more of its customer classes.  One of those utilities has 
seasonal rates. 
 
 The fourth option is:  “(iv) adopting rate designs that encourage energy 
efficiency for each customer class.”  Staff notes that Oregon’s general rate design approach 
of basing rate design on marginal cost considerations, rather than embedded cost or historic 
cost, has the effect of emphasizing the economic incentive for energy conservation. 
 
 The fifth option is (v) allowing timely recovery of energy efficiency-related 
costs.  Staff cites the Commission’s actions taken with respect to options i, ii, and vi. 
 
 The sixth option is:  “(vi) offering home energy audits, offering demand 
response programs, publicizing the financial and environmental benefits associated with 
making home energy efficiency improvements, and educating homeowners about all existing 
Federal and State incentives including the availability of low-cost loans, that make energy 
efficiency improvements more affordable.”  Staff notes that this function is performed 
primarily by Energy Trust, which is funded by ratepayers of two Oregon-regulated electric 
utilities and two Oregon-regulated natural gas utilities via a billing surcharge pass-through. 
 
B. Natural  Gas 
 
 With respect to gas utilities, subparagraph A of the Rate Design Standard 
provides as follows: 
 

(A)   IN GENERAL – the rates to be charged by any natural gas utility 
shall align utility incentives with the delivery of cost-effective energy 
efficiency. 

 
As noted by Staff, this statement is broad and subject to interpretation.  Staff again cites 
Energy Trust, which sponsors various programs, including direct payments for energy 
conservation investments made on behalf of utility customers.  Some Oregon-regulated 
utilities pay incentives directly to customers to promote energy efficiency investments.  
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Again, given Oregon’s accomplishments in this general area, and absent strong advocacy for 
more aggressive measures, Staff recommends the Commission take no action with regard to 
this provision of the Rate Standard. 
 Subparagraph B of the standard directs the Commission to consider four 
policy options:   
 

 (B)   In complying with subparagraph (A), each State regulatory 
authority and each nonregulated utility shall consider –  

 
 The first option is:  “(i) Separating fixed-cost recovery from the volume of 
transportation or sales service provided to the customer.”  Staff notes that the Commission 
approved decoupling for two of the three Oregon-regulated natural gas utilities.  The 
Commission has been quite supportive of decoupling mechanisms. 
 
 The remaining three policy options are:   
 

 (ii)  providing utility incentives for the successful management of 
energy efficiency programs, such as allowing utilities to retain a 
portion of the cost-reducing benefits accruing from the programs; 

 (iii)  promoting the impact of adoption of energy efficiency as one of 
the goals of retail rate design, recognizing that energy efficiency 
must be balanced with other objectives, and 

 (iv)  adopting rate designs that encourage energy efficiency for each 
customer class. 

 
Staff notes that none of these policy options has received “systematic” consideration by the 
Commission.  Staff recommends that the Commission not adopt these policies, but states that 
it is not adversely disposed toward them, awaiting compelling advocacy by an affected utility 
or other stakeholder. 
 

IV.     WASTE ENERGY RECOVERY STANDARD 
 
 As noted by Staff, subparagraph (a)(1) of the enabling statute provides that the 
Commission shall take action with respect to this standard not later than 180 days after 
receiving an application from a federally registered waste energy producer to provide energy 
to a regulated utility.  This standard can be evaluated more meaningfully if considered in the 
context of an actual application. 
 

V.     SMART GRID INVESTMENT STANDARD 
 
A. Paragraph (A) 
 
 Paragraph (A) of the Smart Grid Investment Standard provides: 
 

(A)   IN GENERAL – Each State shall consider requiring that, prior to 
undertaking investments in non-advanced grid technologies, an 
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electric utility of the State demonstrate to the State that the electric 
utility considered an investment in a qualified smart grid system based 
on appropriate factors, including: 
 

  i.  total costs; 
  ii.  cost-effectiveness; 
  iii.  improved reliability; 
  iv. security; 
  v.  system performance; and 
  vi.  societal benefit. 
 

With respect to paragraph (A) of this Standard, Staff notes that the consideration of 
alternative investment options using appropriate evaluation factors is at the core of prudent 
decision making.  According to Staff, the “substantive” requirement of this paragraph is very 
close to the standard used by this Commission to determine the prudence of a utility 
investment decision.  The biggest difference between the paragraph (A) Standard and the 
Commission’s prudence standard is the timing of the utility’s showing to the Commission. 
 
 Staff notes that under traditional ratemaking, the utility should make its 
prudence showing at the time of a general rate case.  In a rate case the Commission would 
apply the “reasonable person” standard.  The reasonableness of the decision would be based 
on information known (or that should have been known) at the time the utility made its 
investment decision.  
 
 As noted by Staff, paragraph (A) provides for an additional showing of 
prudence by a utility:  “prior to undertaking investments in non-advanced grid technologies.”  
While compliance with that provision would keep the Commission and interested parties up-
to-date on utility grid investment plans, Staff cautions that the provision is not clear with 
respect to what action, if any, the Commission should take in response to a utility’s showing.   
 
 To secure the benefits of the information to be provided to the Commission 
and interested parties of utility decision making regarding grid investments, Staff proposes 
that the Commission adopt a modified version of paragraph (A) and (A)(i): 
 

Prior to making an investment in non-advanced grid technology, each 
electric utility shall file a report with the Commission demonstrating 
that it considered investing in smart grid technologies.  The report 
shall demonstrate that the utility based its investment decision on 
appropriate factors, including cost-effectiveness, reliability, and 
system performance.  The utility shall present the findings of the report 
to the Commission, for informational purposes only, at a regular 
public meeting. 
 
For purposes of this standard, investment in non-advanced grid 
technology means investment in traditional grid technology.  This 
includes, but is not limited to, investment in standard electro-
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mechanical meters, automated meter reading (systems without two-
way communication to each meter), non-digital communications 
systems, and non-automated transmission and distribution equipment.  
Investment in non-advanced grid technology does not include 
investment in basic poles, wires and transformer, replacement of 
individual meters, or replacement of malfunctioning equipment. 

 
The Commission would have discretion to decide how to proceed with the utility report. 
 
  
B. Paragraph (B) 
 
 Paragraph (B) of the Smart Grid Investment Standard provides: 
 

(B)  RATE RECOVERY – Each State shall consider authorizing each 
electric utility of the State to recover from ratepayers any capital, 
operating expenditure, or other costs of the electric utility relating to 
the deployment of a qualified smart grid system, including a 
reasonable rate of return on the capital expenditures of the electric 
utility for the deployment of the qualified smart grid system.   

 
With respect to Paragraph (B), Staff notes that this standard requires the Commission to 
consider allowing electric utilities to recover the costs on investments in qualified smart grid 
systems.  Staff likens this standard to the Commission’s practice of allowing the utilities to 
recover their prudent investment costs.  Staff does not see a need for this portion of the  
Standard and recommends that it not be adopted by this Commission. 
 
C.   Paragraph (C) 
 
 Paragraph (C) of the Smart Grid Investment Standard provides: 
 

(C)  OBSELETE EQUIPMENT – Each State shall consider 
authorizing any electric utility or other part of the Sate to deploy a 
qualified smart grid system to recover in a timely manner the 
remaining book-value costs of any equipment rendered obsolete by 
the deployment of the qualified smart grid system, based on the 
remaining depreciable life of the obsolete equipment. 
 

With respect to paragraph (C), Staff notes that this standard requires the Commission to 
consider allowing electric utilities to recover the remaining book value costs of any 
equipment rendered obsolete by the deployment of qualified smart grid systems.  Again, 
Staff likes the standard to the Commission’s current practice, and recommends that the 
Commission not adopt this portion of the Standard. 
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VI.    SMART GRID INFORMATION STANDARD 
 

 The Smart Grid Information Standard  states: 
 

(A)  STANDARD – All electricity purchases shall be provided direct 
access, in written or electronic machine-readable form as appropriate, 
to information from their electricity provider as provided in 
subparagraph (B). 
 
(B)  INFORMATION – Information provided under this section, to the 
extent practicable, shall include: 
 

i.  PRICES – Purchasers and other interested persons shall be 
provided with information based on: 

 
I.  time-based electricity process in the wholesale 
electricity market; and 
 
II.  Time-based electricity retail prices or rates that 
are available to the purchasers 

 
ii.  USAGE – Purchasers shall be provided with the number of 
electricity units, expressed in kwh, purchased by them. 
 
iii.  INTERVALS AND PROJECTIONS – Updates of 
information on prices and usage shall be offered on not less 
than a daily basis, shall include hourly prices and use 
information, where available, and shall include a day-ahead 
projection of such price information to the extent practicable. 

 
iv.  SOURCES – Purchases and other interested persons shall 
be provided annually with written information on the sources 
of the power provided by the utility, to the extent it can be 
determined, by type of generation, including greenhouse gas 
emissions associated with each type of generation, for intervals 
during which such information is available on a cost-effective 
basis. 

 
(C)  ACCESS – Purchasers shall be able to access their own 
information at any time through the Internet and on other means of 
communication elected by that utility for Smart Grid applications.  
Other interested persons shall be able to access information not 
specified to any purchaser through the Internet.  Information specific 
to any purchaser shall be provided solely to that purchaser. 
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With respect to the Information Standard, Staff states that the widespread provision of hourly 
price and usage information is impracticable.  Hourly usage information is largely 
unavailable, for all but the largest of electricity purchasers.  Hourly wholesale power price 
information is collected from market participants, but the information is proprietary to the 
firms that collect it, and not available to the general public.  Day-ahead hourly wholesale 
price projections are not available. 
 
 Staff notes that Oregon’s largest electric utilities already disclose power 
source information on an annual basis.  That information is disclosed to more fully inform 
customers of their portfolio options. 
 
 Given the impracticability of providing hourly power price and usage 
information, and because Oregon’s largest utilities already disclose their power source mix 
annually, Staff recommends the Commission take no action on this Standard.  Staff does 
support the continuing discussion of time-based electricity pricing in Oregon. 
 

VII.  INTEGRATED RESOURCE PLANNING 
 

 The Integrated Resource Planning Standard (IRP Standard) provides: 
 

Each electric utility shall: 
(A)   integrate energy efficiency resources into utility, State, and regional 

plans; and 
 

(B)   adopt policies establishing cost-effective energy efficiency as a priority 
resource. 

 
Each natural gas utility shall: 

(A)   integrate energy efficiency resources into the plans and planning 
processes of the natural gas utility; and 

 
(B)   adopt policies establishing cost-effective energy efficiency as a priority 

resource in the plans and planning processes of the natural gas utility. 
 
While the standards differ slightly for the electric and natural gas utilities, the parties agreed 
they are essentially synonymous. 
 
  As shown in its report, Staff listed a number of Commission actions that are 
each consistent with the proposed federal standard.  Because those actions “leave no doubt” 
that the Commission practices “more than adequately address” the concerns of the Standard, 
Staff recommends that the Commission not adopt the IRP Standard. 
 

VIII.     DISCUSSION 
 
 In this decision, the Commission has considered the new federal standards 
pertaining to electric and natural gas utility rate design and smart grid investment and 
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information standards,  as embodied in the Energy Independence and Security Act of  2007.  
We find that most of the objectives of the EISA 2007 are currently being met in Oregon 
through the established regulatory processes, as discussed above.  Having met the procedural 
standards for consideration of the EISA 2007, the Commission chooses not to adopt these 
federal standards, except as modified as proposed by Staff with respect to a portion of the 
federal Smart Grid Investment Standard. 
 
 The Commission further holds in abeyance its consideration of the Waste 
Energy Recovery Standard, pending the filing of an application by a federally registered 
provider of waste energy. 
 
 

IX.     ORDER 
 

IT IS ORDERED that: 
 
1. The new federal standards pertaining to electric and natural gas utility rate 

design, as embodied in the Energy Independence and Security Act of 
2007, are NOT ADOPTED.   

 
2. The Public Utility Commission of Oregon’s consideration of the Waste 

Energy Recovery Standard embodied in the Energy Independence and 
Security Act of 2007 is held in abeyance pending any application by a 
federally registered producer of waste energy. 

 
3. The following standard for Smart Grid Investment is adopted: 
 

“Prior to making an investment in non-advanced grid 
technology, each electric utility shall file a report with the 
Commission demonstrating that it considered investing in 
smart grid technologies.  The report shall demonstrate that the 
utility based its investment decision on appropriate factors, 
including cost-effectiveness, reliability, and system 
performance.  The utility shall present the findings of the report 
to the Commission, for informational purposes only, at a 
regular public meeting. 
 

For purposes of this standard, investment in non-advanced grid 
technology means investment in traditional grid technology.  
This includes, but is not limited to, investment in standard 
electro-mechanical meters, automated meter reading (systems 
without two-way communication to each meter), non-digital 
communications systems, and non-automated transmission and 
distribution equipment.  Investment in non-advanced grid 
technology does not include investment in basic poles, wires  

 


























































