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I.	  Introduction	  1	  

The	  purpose	  of	  this	  testimony	  is	  to	  comment	  on	  the	  issue	  regarding	  the	  Oregon	  2	  

Renewable	  Energy	  Act’s	  (SB	  838)	  exemption	  of	  customers	  over	  one	  average	  3	  

megawatt,	  raised	  by	  the	  Citizen’s	  Utility	  Board	  (CUB)	  in	  opening	  testimony	  and	  4	  

discussed	  by	  Portland	  General	  Electric	  (PGE	  or	  Company)	  in	  Reply	  Testimony.	  5	  

II.	  Overview	  of	  the	  Issue	  6	  

As	  explained	  by	  both	  CUB	  and	  PGE,	  SB	  838	  authorized	  the	  Oregon	  Public	  Utility	  7	  

Commission	  (OPUC)	  to	  approve	  the	  collection	  of	  additional	  energy	  efficiency	  funds	  8	  

from	  PacifiCorp	  and	  PGE	  customers	  using	  less	  than	  one	  average	  megawatt	  per	  year	  9	  

(in	  addition	  to	  funds	  collected	  under	  SB	  1149).	  Customers	  with	  annual	  loads	  in	  10	  

excess	  of	  one	  average	  megawatt	  (“large	  customers”)	  were	  not	  required	  to	  pay	  11	  

additional	  energy	  efficiency	  funds	  and,	  consequently,	  the	  legislation	  required	  that	  12	  

these	  customers	  subsequently	  receive	  no	  additional	  benefit	  from	  the	  additional	  13	  

“838”	  monies.	  These	  large	  customers	  come	  primarily	  from	  the	  industrial	  customer	  14	  

class,	  but	  some	  are	  included	  among	  the	  commercial	  class.	  	  15	  

Energy	  Trust	  of	  Oregon	  (ETO),	  along	  with	  input	  from	  the	  regulated	  electric	  16	  

companies,	  the	  OPUC,	  and	  stakeholders,	  established	  a	  method	  to	  ensure	  that	  exempt	  17	  

customers	  would	  not	  benefit	  from	  838	  dollars	  by	  shifting	  expenditures	  under	  18	  

SB1149	  to	  large	  customers.	  This	  methodology	  was	  based	  on	  establishing	  a	  cap	  for	  19	  

energy	  efficiency	  expenditures	  under	  SB	  1149,	  calculated	  using	  the	  historical	  20	  

average	  of	  ETO	  efficiency	  payments	  for	  three	  years	  prior	  to	  the	  passage	  of	  SB	  838.	  21	  

PGE’s	  cap	  was	  established	  at	  18%.	  	  22	  
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III.	  Cap	  will	  soon	  be	  Constraining	  Acquisition	  of	  Least	  Cost	  Resources	  1	  

Based	  on	  several	  presentations	  to	  the	  ETO’s	  Conservation	  Advisory	  Committee,	  2	  

Board	  of	  Directors,	  and	  material	  presented	  for	  a	  special	  meeting	  called	  by	  ETO	  to	  3	  

discuss	  this	  issue	  on	  January	  31,	  2014,	  the	  Coalition	  understands	  that	  ETO	  will	  hit	  4	  

the	  PGE	  cap	  for	  large	  customers	  in	  2014.	  This	  means	  that	  ETO	  expects	  that,	  5	  

beginning	  this	  year,	  it	  will	  be	  using	  18%	  or	  more	  of	  the	  collected	  SB1149	  dollars	  for	  6	  

projects	  at	  large	  customers	  sites.	  	  As	  a	  result,	  the	  ETO	  will	  be	  required	  to	  curtail	  7	  

energy	  efficiency	  projects	  starting	  in	  2015	  for	  customers	  above	  one	  average	  8	  

megawatt,	  even	  though	  cost	  effective	  energy	  efficiency	  projects	  are	  identified	  and	  9	  

requested	  by	  those	  customers.	  10	  

IV.	  Magnitude	  of	  the	  Problem	  11	  

Without	  maximizing	  all	  the	  savings	  from	  large	  customers,	  ETO	  will	  not	  be	  able	  to	  12	  

acquire	  all	  cost	  effective	  conservation.	  Not	  only	  is	  capturing	  this	  least	  cost/least	  risk	  13	  

resource	  essential	  to	  Oregon’s	  least	  cost	  planning	  approach	  to	  utility	  regulation,	  it	  is	  14	  

also	  vital	  for	  achieving	  the	  Governor’s	  10	  year	  energy	  plan	  goal	  to	  meet	  all	  load	  15	  

growth	  with	  energy	  efficiency.	  	  16	  

Energy	  efficiency	  achievements	  from	  large	  customers	  represent	  an	  increasing	  17	  

percentage	  of	  ETO’s	  overall	  savings	  and	  may	  represent	  the	  most	  cost-‐effective	  18	  

investments.	  As	  pointed	  out	  by	  CUB	  in	  their	  opening	  testimony	  (Jenks-‐McGovern/	  19	  

29	  at	  line	  1)	  savings	  from	  residential	  customers	  have	  declined	  as	  a	  percentage	  of	  20	  

ETO’	  total	  savings,	  from	  48%	  in	  2008	  to	  26%	  in	  2014.	  Commercial	  and	  industrial	  21	  
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savings	  have	  increased	  comparatively.	  This	  trend	  is	  expected	  to	  hold	  steady	  or	  1	  

potentially	  continue	  to	  increase	  over	  the	  next	  few	  years.	  	  2	  

Because	  the	  cap	  prevents	  ETO	  from	  acquiring	  a	  greater	  amount	  of	  savings	  from	  3	  

PGE’s	  large	  commercial	  and	  industrial	  customers,	  PGE	  will	  not	  be	  able	  to	  meet	  the	  4	  

energy	  efficiency	  levels	  identified	  in	  their	  IRP.	  	  5	  

“PGE	  is	  concerned	  that	  such	  a	  response	  would	  lower	  overall	  PGE	  6	  
acquired	  energy	  efficiency.	  This,	  in	  turn,	  impacts	  the	  ETO’s	  ability	  to	  7	  
meet	  the	  targets	  used	  in	  the	  IRP…	  because	  of	  the	  cap,	  not	  all	  cost	  8	  
effective	  energy	  efficiency	  will	  be	  pursued.”	  (Tinker-‐Liddle/23	  at	  line	  9	  
10-‐	  14)	  10	  

PGE	  states	  in	  their	  reply	  testimony	  that	  ETO	  estimates	  that	  the	  foregone	  savings	  11	  

over	  the	  next	  five	  years	  could	  be	  8-‐12	  aMW,	  with	  a	  savings	  loss	  of	  32-‐48	  aMW	  over	  12	  

twenty	  years.	  (Tinker-‐Liddle/26	  at	  line	  1	  and	  2)	  	  	  13	  

Large	  customer	  projects	  are	  typically	  lower	  cost	  than	  energy	  efficiency	  resources	  14	  

pursued	  among	  residential	  and	  small	  commercial	  customers.	  An	  ETO	  report	  states	  15	  

that,	  	  16	  

“On average, large site projects are 2.5 times more cost effective than 838 17	  
eligible site projects. Therefore directing funding away from large site projects 18	  
would result in less savings at higher cost.” (ETO, Large Energy User Funding 19	  
Analysis, January 31, 2014) 20	  

The	  average	  levelized	  cost	  of	  ETO	  funded	  energy	  efficiency	  from	  large	  customers	  for	  21	  

2005-‐2012	  is	  $.0091/	  kWh	  versus	  $.014/kWh	  for	  other	  customers.	  If	  the	  cap	  22	  

interferes	  with	  the	  acquisition	  of	  large	  customer	  energy	  efficiency,	  PGE	  will	  be	  23	  

missing	  out	  on	  low	  cost	  resources	  and,	  consequently,	  all	  customers	  will	  pay	  higher	  24	  

system	  costs.	  25	  

	  26	  

	  27	  
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V.	  Potential	  Solutions	  1	  

The	  Coalition	  is	  aware	  of	  only	  two	  proposed	  solutions	  to	  solve	  this	  problem.	  The	  2	  

first	  is	  the	  solution	  proposed	  by	  CUB	  in	  their	  opening	  testimony	  in	  this	  rate	  case.	  3	  

The	  second	  is	  a	  legislative	  solution	  to	  amend	  SB	  838	  so	  that	  adequate	  energy	  4	  

efficiency	  funds	  are	  collected	  from	  large	  customers	  in	  order	  to	  acquire	  all	  cost	  5	  

effective	  conservation	  opportunities.	  6	  

A.	  CUB’s	  Proposal	  7	  

CUB	  proposes	  to	  include	  energy	  efficiency	  in	  the	  generation	  marginal	  cost	  of	  8	  

service	  study.	  In	  doing	  this,	  the	  Company	  would	  be	  able	  to	  allocate	  the	  9	  

benefits	  associated	  with	  energy	  efficiency	  directly	  to	  the	  customer	  class	  in	  10	  

proportion	  to	  their	  costs.	  11	  

Energy	  efficiency,	  as	  the	  lowest	  cost	  resource,	  is	  also	  the	  first	  resource	  that	  12	  

should	  be	  used	  to	  meet	  new	  load.	  From	  this	  perspective,	  it	  makes	  sense	  to	  13	  

include	  energy	  efficiency	  as	  a	  part	  of	  the	  marginal	  cost	  of	  service	  study.	  	  14	  

If	  energy	  efficiency	  is	  a	  least	  cost	  resource,	  all	  customers	  are	  benefiting	  from	  15	  

the	  energy	  efficiency’s	  reduction	  to	  load	  and	  subsequent	  lower	  system	  costs.	  16	  

Under	  SB	  1149,	  ETO	  allocated	  program	  funding	  where	  it	  was	  most	  cost	  17	  

effective,	  regardless	  of	  the	  source	  of	  the	  funding.	  However,	  this	  rationale	  18	  

assumes	  that	  all	  customers	  are	  contributing	  equitably	  to	  the	  resource	  in	  19	  

question.	  The	  problem	  arises	  when	  one	  customer	  class	  is	  allowed	  to	  pay	  less	  20	  

for	  a	  resource	  relative	  to	  other	  customer	  classes.	  	  21	  
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PGE	  objects	  to	  CUB’s	  proposed	  solution	  on	  the	  basis	  that	  “Energy	  efficiency	  is	  1	  

not	  a	  traditional	  capacity	  or	  energy	  resource.”	  We	  are	  not	  sure	  on	  what	  basis	  2	  

PGE	  assumes	  that	  only	  traditional	  resources	  should	  be	  included	  in	  the	  3	  

marginal	  cost	  of	  service	  study,	  but	  we	  disagree	  with	  this	  assessment.	  Energy	  4	  

efficiency	  is	  assigned	  resource	  and	  capacity	  values	  in	  the	  IRP.	  The	  basis	  for	  5	  

Oregon’s	  regulatory	  treatment	  of	  energy	  efficiency	  is	  as	  a	  resource.	  	  6	  

CUB	  has	  presented	  a	  method	  for	  effectively	  assigning	  benefits	  in	  correlation	  7	  

to	  payment	  for	  a	  particular	  resource.	  This	  method	  could	  allow	  ETO	  to	  8	  

capture	  all	  cost	  effective	  resources	  because	  only	  the	  customer	  classes	  that	  9	  

pay	  for	  those	  resources	  will	  receive	  the	  benefits	  in	  rates,	  thus	  ensuring	  that	  10	  

the	  additional	  investment	  in	  large	  customer	  energy	  efficiency	  does	  not	  11	  

violate	  the	  legal	  prohibition	  for	  large	  customers	  to	  benefit	  from	  SB	  838	  12	  

residential	  and	  small	  commercial	  energy	  efficiency	  payments.	  	  13	  

B.	  PGE’s	  Preferred	  Solution	  14	  

Although	  they	  did	  not	  clearly	  state	  a	  proposed	  solution	  to	  the	  large	  customer	  15	  

cap,	  it	  can	  be	  inferred	  from	  PGE’s	  testimony	  that	  they	  prefer	  a	  legislative	  16	  

solution.	  Unfortunately,	  PGE	  deliberately	  passed	  up	  an	  opportunity	  in	  the	  17	  

2014	  session	  to	  pursue	  a	  legislative	  solution.	  The	  Coalition,	  CUB	  and	  PGE	  all	  18	  

participated	  in	  a	  task	  force	  established	  by	  the	  Governor	  to	  consider	  changes	  19	  

to	  SB	  838.	  During	  the	  negotiations,	  CUB	  raised	  the	  large	  customer	  energy	  20	  

efficiency	  cap	  as	  a	  problem	  that	  needed	  to	  be	  solved.	  The	  Coalition	  concurred	  21	  

with	  this	  suggestion.	  In	  fact,	  in	  late	  2013,	  the	  Coalition	  held	  independent	  22	  
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meetings	  with	  PGE	  representatives	  asking	  for	  their	  support	  to	  amend	  the	  1	  

large	  customer	  exception.	  	  2	  

VI.	  Conclusion	  3	  

In	  summary,	  it	  is	  critical	  that	  we	  address	  this	  constraint	  on	  energy	  efficiency	  4	  

acquisition	  before	  ETO	  finds	  it	  necessary	  to	  curtail	  cost	  effective	  programs.	  PGE	  is	  5	  

facing	  significant	  resource	  needs	  in	  their	  next	  IRP	  with	  the	  replacement	  of	  6	  

Boardman	  and	  probable	  loss	  of	  several	  hydropower	  contracts.	  Any	  strategy	  that	  is	  7	  

least	  cost/least	  risk	  must	  incorporate	  all	  cost	  effective	  energy	  efficiency.	  Leaving	  8	  

low	  cost	  energy	  efficiency	  on	  the	  table	  at	  this	  juncture	  is	  unacceptable.	  PGE	  has	  9	  

consistently	  demonstrated	  excellent	  results	  in	  securing	  a	  least	  cost/least	  risk	  10	  

portfolio	  that	  maximizes	  clean	  energy	  resources.	  It	  is	  imperative	  that	  we	  remove	  the	  11	  

current	  constraints	  on	  energy	  efficiency	  acquisition,	  so	  that	  the	  Company	  is	  able	  to	  12	  

fully	  realize	  this	  resource’s	  contribution	  to	  its	  near-‐term	  resource	  needs.	  13	  

The	  Coalition’s	  preferred	  solution	  is	  for	  all	  parties	  to	  support	  legislation	  that	  14	  

removes	  the	  large	  customer	  cap	  in	  the	  2015	  session.	  However,	  we	  are	  concerned	  15	  

that	  not	  all	  parties	  are	  willing	  to	  solve	  the	  issue	  legislatively,	  making	  it	  imperative	  16	  

that	  the	  Commission	  take	  action	  in	  this	  ratecase	  to	  ensure	  that	  we	  are	  able	  to	  17	  

capture	  all	  cost	  effective	  energy	  efficiency	  going	  forward.	  	  We	  ask	  the	  Commission	  to	  18	  

weigh	  in	  on	  this	  issue	  and	  help	  parties	  find	  a	  suitable	  solution	  to	  the	  barrier	  to	  19	  

acquiring	  all	  cost	  effective	  conservation	  that	  is	  occurring	  due	  to	  the	  cap	  on	  large	  20	  

customer	  funding	  for	  energy	  efficiency.	  21	  



CERTIFICATE	  OF	  SERVICE	  
	  

	   I	  hereby	  certify	  that	  I	  have	  this	  day	  caused	  Rebuttal	  Testimony	  of	  NW	  

Energy	  Coalition	  to	  be	  served	  by	  electronic	  mail	  to	  those	  parties	  whose	  email	  

addresses	  appear	  on	  the	  attached	  service	  list,	  and	  by	  First	  Class	  Mail,	  postage	  

prepaid	  and	  properly	  addressed,	  to	  those	  parties	  on	  the	  service	  list	  who	  have	  not	  

waived	  paper	  service	  from	  OPUC	  Docket	  No.	  UE	  283.	  

DATED	  this	  13th	  day	  of	  August,	  2014.	  

	  

	  
	  

	  
	  
Wendy	  Gerlitz	  
Senior	  Policy	  Associate	  
NW	  Energy	  Coalition	  
Portland,	  Oregon	  
	  
	  
	  
	  
	  
	  
	  



Filing Date: 2/13/2014 14-03Advice No:

Filed By: PORTLAND GENERAL ELECTRIC
This filing requests a general rate revision.

Category: Electric Rate Case

See also: UE 286
Effective Date: 12/18/2014 Expiration Date:12/17/2014 Status: SUSPENDED

Final Order: Signed: 2/13/2014
SERVICE LIST:

SPACER
OPUC DOCKETS
CITIZENS' UTILITY BOARD OF OREGON
610 SW BROADWAY, STE 400
PORTLAND OR   97205

E-FILING
NORTHWEST NATURAL
220 NW 2ND AVE
PORTLAND OR   97209

OREGON DOCKETS
PACIFICORP, DBA PACIFIC POWER
825 NE MULTNOMAH ST, STE 2000
PORTLAND OR   97232

GREGORY M. ADAMS
RICHARDSON ADAMS, PLLC
PO BOX 7218
BOISE ID   83702

STEPHANIE S ANDRUS -- CONFIDENTIAL
PUC STAFF--DEPARTMENT OF JUSTICE
BUSINESS ACTIVITIES SECTION
1162 COURT ST NE
SALEM OR   97301-4096

GREG BASS
NOBLE AMERICAS ENERGY SOLUTIONS, LLC
401 WEST A ST., STE. 500
SAN DIEGO CA   92101

KURT J BOEHM -- CONFIDENTIAL
BOEHM KURTZ & LOWRY
36 E SEVENTH ST - STE 1510
CINCINNATI OH   45202

WENDY GERLITZ -- CONFIDENTIAL
NW ENERGY COALITION
1205 SE FLAVEL
PORTLAND OR   97202

KEVIN HIGGINS -- CONFIDENTIAL
ENERGY STRATEGIES LLC
215 STATE ST - STE 200
SALT LAKE CITY UT   84111-2322

ROBERT JENKS -- CONFIDENTIAL
CITIZENS' UTILITY BOARD OF OREGON
610 SW BROADWAY, STE 400
PORTLAND OR   97205

JUDY JOHNSON -- CONFIDENTIAL
PUBLIC UTILITY COMMISSION OF OREGON
PO BOX 1088
SALEM OR   97308-1088

JODY KYLER COHN
BOEHM, KURTZ & LOWRY
36 E SEVENTH ST STE 1510
CINCINNATI OH   45202

G. CATRIONA MCCRACKEN -- CONFIDENTIAL
CITIZENS' UTILITY BOARD OF OREGON
610 SW BROADWAY, STE 400
PORTLAND OR   97205

BRADLEY MULLINS -- CONFIDENTIAL
MOUNTAIN WEST ANALYTICS
333 SW TAYLOR STE 400
PORTLAND OR   97204
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TYLER C PEPPLE -- CONFIDENTIAL
DAVISON VAN CLEVE, PC
333 SW TAYLOR SUITE 400
PORTLAND OR   97204

NONA SOLTERO
FRED MEYER STORES/KROGER
3800 SE 22ND AVE
PORTLAND OR   97202

MARK R THOMPSON
NORTHWEST NATURAL
220 NW 2ND AVE
PORTLAND OR   97209

DOUGLAS C TINGEY -- CONFIDENTIAL
PORTLAND GENERAL ELECTRIC
121 SW SALMON 1WTC1301
PORTLAND OR   97204

JAY TINKER -- CONFIDENTIAL
PORTLAND GENERAL ELECTRIC
121 SW SALMON ST 1WTC-0702
PORTLAND OR   97204

DAVID TOOZE
CITY OF PORTLAND - PLANNING & SUSTAINABILITY
1900 SW 4TH STE 7100
PORTLAND OR   97201

S BRADLEY VAN CLEVE -- CONFIDENTIAL
DAVISON VAN CLEVE PC
333 SW TAYLOR - STE 400
PORTLAND OR   97204

SARAH WALLACE
PACIFIC POWER
825 NE MULTNOMAH ST STE 1800
PORTLAND OR   97232

BENJAMIN WALTERS
CITY OF PORTLAND -  CITY ATTORNEY'S OFFICE
1221 SW 4TH AVE - RM 430
PORTLAND OR   97204
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