ORDER NO. 01-153
ENTERED FEB 05 2001

Thisisan dectronic copy. Attachmentsmay not appear.
BEFORE THE PUBLICUTILITY COMMISSION

OF OREGON

AR 403

In the Matter of a Temporay Rulemakingto )
Amend Oregon Adminidrative Rule 860-038- ) ORDER
0080(4). )

DISPOSITION: TEMPORARY RULE ADOPTED

The Commission issued Order No. 00-596 on September 28, 2000, adopting
rules, including 860-038-0080, to implement SB 1149. As adopted, 860-038-0080(4) requires
a Commisson decision on an electric company’s resource plan by April 1, 2001.

On January 5, 2001, Portland Generd Electric Company, PacifiCorp, Citizen's
Utility Board, Industria Customers of Northwest Utilities, PG& E Nationd Energy Group,
Associated Oregon Industries, and Fred Meyer Stores filed ajoint petition to amend OAR 860-
038-0080(4). The petitioners asked for both a temporary and permanent rules to be adopted
which extended the decision date for resource plans from April 1, 2001, to September 1, 2001.

At the January 23, 2001 public mesting, the Commission adopted atemporary
rule amending 860-038-0080(4) as requested and opened a rulemaking docket to permanently
amend 860-038-0080(4).

The temporary rule revises the date by which the Commission must issue an order
on the eectric companies resource plans. The new date of September 1, 2001, rather than April
1, 2001, gives the parties and the Commission additiond time to fully review the proposed
resource plans during the contested case proceedings. Without additiona time to review the
resource plans and fully develop a contested case record, the interests of the parties and the
public are serioudy prgjudiced. A temporary rule is necessary because the Commission is not
able to enact a permanent rule until after April 1, 2001.
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ORDER
IT ISORDERED that:
1. Thetemporary rule attached as Appendix A, is adopted.
2. Thetemporary rule shdl be effective for amaximum of 180 days beginning

February 6, 2001.

Made, entered, and effective

BY THE COMMISSION:

Vikie Baley-Goggins
Commission Secretary

A person may petition the Commission for the amendment or reped of arule pursuant to
ORS 183.390. A person may petition the Court of Appedsto determine the validity of arule
pursuant to ORS 183.400.
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860-038-0080
Resour ce Policiesand Plans

(1) The Commission adopts the following policies with respect to the Oregon share of
generating resources (generating assets and power purchase contracts with a duration of at least
one year) of each eectric company:

(8 Each dectric company will retain in its Oregon revenue requirement costs associated
with aleve of generating resources that is not greater than that necessary to mest the current
and reasonably expected future loads of its Oregon resdentia and smdl nonresidentia
consumers. In determining whether an electric company has excess generating resources, the
Commission will consider the projected useful lives and mix of fuels of the dectric company’s
generating resources. To encourage the development of acompetitive retall energy market, it is
the policy of the Commission to release to the competitive market generating resourcesin
excess of such reasonably expected future loads. It is dso the policy of the Commission to
determine a one-time vauation for the Oregon large nonresidentia consumers share of an
electric company’ s generating resources,

(b) The Commission will not require an eectric company to acquire new generating
resources except as provided in ORS 757.663. Mgor capital improvements to existing
generating resources will continue to be subject to least cost planning processes and andyses
and the Oregon share of their prudently-incurred costis will be included in an eectric company’s
Oregon revenue requirement, which for a multi- sate electric company shall be consstent with
Commission decisions pursuant to subsection (3)(a)(G) of thisrule. Electric companies must
include new generating resources in revenue requirement a market prices, and not at cost, and
such new generating resources will not be added to an electric company’ s rate base even if
owned by the eectric company;

(¢) The Oregon share of the costs of each generating resource may be either completely in,
completely out, or “mixed” with respect to incluson in an dectric company’ s Oregon revenue
requirement. The Commission will permit mixed gatus unlessiit finds that mixed status will:

(A) reduce the generating resource' s operating efficiency;

(B) harm the development of a competitive market; and

(C) prevent the owners from making economic decisions about the operation of the
generating resource.

(d) for amulti-state eectric company for which the Commission adopts a fixed-allocated
Oregon share amount, and a Resource Plan isimplemented, such generating dlocation amount
will be used for developing cogt-of- service rates, trangtion charges and credits, and Operations
and Maintenance alocations as well as other alocations that use generationbased factors.

(2) For purposes of thisrule and OARs 860-038-0100 and 860-038-0140, the Oregon
large nonresidentid share of the total Oregon share of a generating resource will equa theratio
of the class' stotad Oregon retail load measured in weather-normaized kilowatt-hour sdesin the
12 months ending September 30, 2001, to total Oregon retail load measured in wegther-
normalized kilowatt-hour salesin the 12 months ending September 30, 2001. To the extent
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such shares are not known as of October 1, 2001, the eectric company will use estimates until
relevant data are available.

(3) On or before November 1, 2000, each dectric company must file with the Commission
aresource plan that meets the following requirements.

(@ Information. The resource plan must include the following informétior

(A) Consgtent with paragraph subsection (3)(a)(G) of thisrule, the amount of capacity and
energy and the availability of each generating resource that is attributable to the Oregon
resdentid and small nonresidentia consumers share of the dectric company’ s load, and the
amount that is attributable to the Oregon large nonresidentiad consumers share of the electric
company’s load;

(B) A forecast of the revenue requirements associated with each generating resource over
both its projected remaining useful life and economic life, with sengtivities for mgor
assumptions, and identification of deferred taxes, excess deferred taxes, FASB 109 assets, and
any investment tax credits associated with each generating resource;

(C) The other characteristics of the generating resource that could affect its vaue including
but not limited to its capability to provide or support ancillary services, the vaue of its Ste and
environmenta or operating permits, and any environmenta issues associated with it;

(D) A forecast of future market prices for dectricity, including forecasts of mgor fud inputs
and sengtivity andyses,

(E) A forecast of loads of the eectric company’s Oregon residentid and small
nonresidential consumers covering at least the period of the longest-lived generating resource;

(F) The estimated fair market vaue of the Oregon share of each generating resource; and

(G) For amulti-gate eectric company, how the eectric company proposes to alocate a
share of its generating resources to Oregon. The multi-state electric company must also propose
afixed Oregon-dlocated generating resource share based on the following factors:

(i) A forecasted dlocation of each generating resource for the 12 months ending September
30, 2001, using traditiond dlocation methods recognized by the Commission;

(i) The projected potentia changes in Oregon share, due to dternative inter-juridictiona
alocation methods, over the life of each resource absent implementation of these rules; and

(i) the change in risk borne by parties by fixing the Oregon share of generating resource.

(b) Recommended Vauation Methodology. The resource plan must identify, for each
generating resource, or portion thereof if the resource meets the criteria for mixed satus,
whether the Oregon share of each generating resource should be:

(A) retained in the eectric company’ s Oregon revenue requirement for the purpose of
serving Oregon resdentid and smal nonresidentiad consumers and adminigratively vaued
through a process to be specified by rule;

(B) sold through the auction process specified in OAR 860-038-0100, and if so:

(i) the generd terms and conditions that should apply to the sale, including but not limited to,
a prototype purchase and sde agreement; and

(if) any sdlesincentives that the e ectric company proposes to gpply to Oregon
nonresidential consumers for the Oregon nonresidentia consumers share of the generating
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resource. Such incentives may be structured to encourage the dectric company to follow the
recommended timeline provided under subsection (3)(d) of thisrule; or

(©) removed from the dectric company’s Oregon revenue requirement and adminigtratively
vaued through a process to be specified by rule, and if so, any incentive to gpply to Oregon
nonresidential consumers for removing the nonresidentia consumers' share of the generating
resource from revenue requirement. Such incentives may be structured to encourage the electric
company to follow the recommended timeline provided under subsection (3)(d) of thisrule.

(c) Reaults of the Resource Plan. The resource plan must identify the impacts of
implementing it, induding the following:

(A) the approximate load/resource balance, and the availability of each generating resource
based on the eectric company’ s current and forecasted load for Oregon residentia and small
nonresidential consumers,

(B) the estimated rates to each Oregon customer class that will result from implementation
of the resource plan, including:

(i) the amount of estimated trangtion charges and credits;

(ii) acomparison to the rates filed by the eectric company on October 1, 2000; and

(ii1) an esimate of the cost-of- service rates for Oregon resdential and small nonresidential
consumers 10 years after implementation of the resource plan.

(C) how the resource plan is congstent with the purposes of SB 1149 in that the plan:

(i) facilitates afully competitive market;

(ii) provides consumers fair, non-discriminatory access to competitive markets, and

(iii) retains the benefits of low-cost resources for consumers.

(D) Any other implications of the resource plan that could help inform the Commissionersin
their decison.

(d) Process. The eectric company must develop the resource plan in a public process
designed to inform and solicit input from Commission staff, representatives of Oregon
resdentid, smal nonresdentia and large nonresidentia consumers, and other interested parties.

(4) The Commission must consder the eectric company’ s recommended resource planin a
contested case proceeding. The schedule in the contested case proceeding must be set to
produce a Commission decision on the resource plan by-AprH-1,-2001 September 1, 2001.
The Commission’s order must identify those resources that, at the option of the electric
company, may be auctioned immediatdy, before fina adminigtrative vauation of other resources
and potential modification of the eectric company’s Resource Plan. The Commission’s order
must aso approve, modify, or reject the resource plan.

(8 If the Commission modifies the resource plan, the eectric company will have 30 days
from the date of the Commission’s order to accept or regject the modifications. If the eectric
company rejects the Commission’s modifications, the e ectric company must file a second
recommended resource plan within 60 days of the date of rejection;

(b) If the Commission regjects the resource plan, the order rgjecting the plan must specificaly
describe the deficiencies in the resource plan. In that event, the eectric company mud filea
second recommended resource plan within 60 days of the order rgecting the origind plan;
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(¢) If the Commission modifies the second recommended resource plan, the eectric
company will have 30 days from the date of the order to accept or rgject the modifications. If
the electric company rgects the Commission’s modifications, future attempts at reaching a
resource plan may be initiated by ether the eectric company or the Commission. The timdines
outlined in subsection (4)(a) of this rule shal apply once a new resource plan is submitted or
modifications to aformer plan are suggested. Unitil aresource plan is approved by the
Commission, the ongoing vauation method described in OAR 860-038-0140 will be used to
edtablish trangition charges and credits.

(5) An dectric company or any nonresidential consumer may propose to change the
definition of “large nonresidential consumer” provided in OAR 860-038-0005(23), by making a
written request to the Commission no later than October 15, 2000, in which case the following
shdll apply;

(& The Commission shdl initiate a proceeding open to dl interested parties to determine on
an expedited bass whether to change the definition of “large nonresdential consumer.” The
schedule shdl be set to obtain a Commission decison on thisissue as soon as practicd prior to
March 1, 2001.

(b) The Commission shdl only change the definition of “large nonresdentid consumer” if the
Commission determinesit isin the public interest based on the following factors, and such other
factors as the Commission deems relevant:

(A) Each dectric company may have the same definition of large nonresidential consumer;

(B) For each class of consumers deemed “large nonresidential consumers,” prices for
electricity services, taking into account transition charges, trangition credits, and incentive
payments, if any, should not materialy exceed prices for dectricity services such class of
consumers would pay under a cost-of-service rate;

(C) Consigtent with ORS 757.646, the Commisson should define large non-resdentid
consumers to encompass as many nonresidential consumers asisfeasible; and

(D) The potentid benefits available due to new products, service options, and product
innovations.

(¢) Notwithstanding section (5) of this rule, each dectric company shdl file its resource plan
on November 1, 2000, based on the definition of “large nonresidentiad consumer” contained in
OAR 860-038-0005. In the event the Commission modifies the definition of “large
nonresidential consumer” pursuant to section (5) of this rule, each eectric company shal
promptly modify its resource plan to reflect such change; and

(d) Each eectric company shdl identify the changes that would be necessary to implement
any dternate definition of “large nonresidentid consumer” proposed by a party to the
proceeding initiated pursuant to this section (5) of thisrule.

(6) A resource plan that has been recommended by the eectric company and approved by
the Commission, or modified by the Commission and accepted by the eectric company, is
referred to in these rules as a“ Resource Plan.” The dectric company must implement the
Resource Plan consistent with OAR 860-038- 0100 and a process for administrative va uation
to be specified by rule. Until a Resource Plan isimplemented, including the establishment of find
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vaues for generating resources, the eectric company must determine trangition charges and
credits using an ongoing va uation method permitted under OAR 860-038-0140.

(7) For amulti- state ectric company, pending the implementation of a Resource Plan and
edablishing find vaues for generating resources in accordance with these rules, the following
will guide developing rates for Oregon consumers of the eectric company for the period
October 1, 2001, through December 31, 2002:

(a) Cost-of-sarvice rates will be based upon traditiond alocation methods,

(b) Trangtion charges or credits shdl not include assumed costs and revenues of the portion
of generating resources not needed to serve Oregon loads associated with resdentid and small
nonresidential consumers choosing portfolio access, smal nonresidentia consumers choosing
direct access or standard offer rate options, and large nonresidential consumers when, and to
the extent, the costs and revenues of the generating resources that are not needed are
recognized and included in the dectric company’ s revenue requirement in another state, lessthe
costs and revenues of such generating resources which have been included in the eectric
company’ s revenue requirement by another state prior to October 1, 2001; and

(c) Beginning January 1, 2003, trangtion charges and trangition credits will be calculated
without regard to subsection (7)(b) of thisrule.

Stat. Auth.: ORS Ch. 183, 756 & 757
Stats. Implemented: ORS 756.040 & 757.600 through 757.667
Hist.: PUC 17-2000, f. & cert. ef. 9-29-00 (Order No. 00-596)
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