ORDER NO. 09-299

ENTERED 08/03/09

BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON
AR 518 -- Phase Il
In the Matter of a Rulemaking to Implemen

SB 838 Relating to Renewable Portfolio ORDER
Standard.

DISPOSITION: MODIFIED RULES ADOPTED AND RULE AMENDED
l. INTRODUCTION

The purpose of this proceeding is the implementation of the Oregon
Renewable Energy Act (the Act, ORS 469A.005 through 469A.210). In Phase | the
Public Utility Commission of Oregon (Commission) amended OAR 860-038-0005 and
860-038-0480 pursuant to portions of the Act related to the public purpose charge for energy
efficiency and renewable resources. In Phase Il the Commission adoptaélaileg to the
use of renewable energy certificates (RECs) for compliance hgtAd¢t and retail disclosure
requirements under OAR 860-038-0300. In this Phase the Commission considers seven
proposed rules:

e Incremental costs (OAR 860-083-0100)
e Electric Company Revenue Requirements (OAR 860-083-0200)
e Compliance Standards (OAR 860-083-0300)

e Compliance Reports by Electric Companies and Electricity Service 8tgpli
(OAR 860-083-0350)

¢ Implementation Plans by Electric Companies (OAR 860-083-0400), and
e Alternative Compliance Payments (OAR 860-083-0500)
On April 15, 2009, the Commission filed a Notice of Proposed Rulemaking

Hearing and Statement of Need and Fiscal Impact with the Secretaat®frSPhase IlI.
Notice was provided to certain legislators specified in ORS 183.335(1)(d) and to all

! The proposed rules also modify existing Rule 888-0005, by moving definitions of several terms to
860-083-0010.
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interested persons on the service lists maintained pursuant to OAR 860-011-0001 on
April 17, 2009. Notice of the rulemaking hearing was published in the MayQGg®n
Bulletin. The hearing was held on May 18, 2009.

Participants appearing at the hearing included the Commissior(Stf),
Portland General Electric Company (PGE), PacifiCorp, d.b.a. Pacific Poaafi¢F°ower),
Renewable Northwest Project (RNP), the Citizens’ Utility Board ofjGmg CUB), and the
Oregon Department of Energy (ODOE).

Staff filed opening comments on May 8, 2009. PGE filed comments on
May 14, 2009. Staff filed reply comments on May 19, 2009. After the hearing (before close
of business on May 21), comments were received from Pacific Power, theibddustr
Customers of Northwest Utilities (ICNU), and RNP, filing with CUB. Atm May 21,
2009, PGE filed reply comments, and Staff filed supplemental comments.

II. BACKGROUND

The Act requires electric utilities and electricity service supplESSS) to
comply with a Renewable Portfolio Standard (RPS). The RPS requires ait ef@dly or
ESS to sell to its retail electricity consumers specified (minimumtepéages of “qualifying
electricity” in a calendar year, with the percentages increasingiow The primary means
by which an electric utility or ESS may meet its RPS requirementasghrthe use of RECs.

The Act provides for ODOE to establish a system of RECs, in consultation
with the Commission. To that end, ODOE promulgated rules set out in OAR 330-150-0005
to 330-150-0030.

As specified in ODOE's rules, RECs that are issued, monitored, accounted for
and transferred by or through the regional renewable energy certsficdten and trading
mechanism known as the Western Renewable Energy Generation Informatem Sys
(WREGIS) are the only RECs that can be used by an electric utility®td&stablish
compliance with the Oregon RPS.

All entities that wish to demonstrate compliance or participate in the REC
system associated with the Oregon RPS must establish and maintain accooods in g
standing with the WREGIS REC system.

A bundled or unbundled REC may be used to comply with the RPS when it is
issued through the WREGIS REC system, is identified within the WREGIS asr©Greg
eligible, and is otherwise consistent with the rules and requirements of then@RE.

ODOE, acting through the appropriate WREGIS protocol, will identify those gergera
facilities eligible for creation of RECs that can be used to satisfy thga® RPS.

A bundled REC must include documentation that one megawatt-hour of
energy was associated with the transfer of the WREGIS REC to thecelitityy or ESS.
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The system of RECs established through ODOE'’s rules may be used to
comply with or participate in the Oregon RPS through the use of RECs with a vintage of
January 1, 2007, or later. RECs with a vintage of January 1, 2007, or later, both bundled and
unbundled, may be held for future use within the WREGIS REC system to comply with the
Oregon RPS.

A REC that derives from the WREGIS REC system with a vintage before
January 1, 2007, is not eligible for compliance with the Oregon RPS.

lll. THE PROPOSED RULES

The proposed rules (as modified by Staff in its filing of May 19, 2009) are
attached as Appendix A. As stated in the Notice of Proposed Rulemaking Hewaing, t
proposed new rules are required to establish compliance by electric companiesSs
with their applicable RPS under the Act. As stated in the Rule Summary of tice Nbti
Proposed Rulemaking Hearing, the new rules implement estimation of the intakowost
of compliance with ORS 469A.100(4); estimation of electric company annualugve
requirement under ORS 469A.100(2) and (3); compliance standards under the cost limits
ORS 469A.100(1) and (6); compliance reports under ORS 469A.170; implementation plans
under ORS 469A.075; and alternative compliance rates and the use of such funds under
ORS 469A.180.

IV. COMMENTS
A. Staff’s Initial Comments
1. Incremental Costs

The proposed rule would implement the cost limits in ORS 469A.100(1)
and (4).

Incremental costs are the difference between the levelized costibfinga
electricity and the levelized cost of an equivalent amount of electricitysthat qualifying
electricity. In the proposed rule, incremental costs are calculateckediffefor short-term
and long-term qualifying electricity.

Short-term qualifying electricity is from power purchase contrafcksss than
five years duration. Incremental costs for short-term qualifyingraliggtare based on a
comparison with published wholesale power prices for a nearby electricityganub.

Incremental costs for qualifying electricity from long-teramtracts or
owned-facilities are based on a comparison with a corresponding proxy plants theles
Commission were to specify otherwise, the proxy plant is a gas-fired wedibycle
combustion turbine (CCCT). When a proxy plant is assigned to a long-term contract or
generation facility, its initial capital, operation and maintenance eostsased on the most
recently filed or updated integrated resource plan (IRP).
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Section (13) of the proposed rule exempts those years with only small
amounts of new qualifying electricity from the requirement to add a new praxty pla
Instead, the qualifying electricity is carried forward until there is encugkstify creating a
new proxy plant.

Once assigned, the initial capital costs of a proxy plant do not change. Fuel
cost forecasts for all proxy plants must be from the most recently filed credpdsegrated
resource plan — unless there is a material change or avoided cost updateediting.t

The second most important assumption for incremental cost estimates (after
fuel costs) is the discount rate. Renewable resources are usuallyioggisive, compared
to proxy plants. A higher discount rate favors the proxy plants.

Section (1) of the proposed rule requires that an electric company use the
discount rate from the most recently filed integrated resource plan to esinti@mental
cost — unless the Commission has specified a different rate. An ESS must usedinet di
rate from the company in whose service area is made the most rewilsdhe preceding
five years.

Section (7) of the proposed rule requires that forecasts of fuel costs and
biomass plants include costs to reduce fuel price risks, as much as can be ngasonabl
achieved:

Section (6) of the proposed rule (and the proposed amendments to section (9))
require that fuel cost forecasts for proxy plants must include cost addedsdraseasonable
expectations for the regulation of greenhouse gas emissions.

Section (10) of the proposed rule requires that, if an electric company or an
ESS discovers an error, it must correct the error in the next applidedge f

If the cost limit in ORS 469A.100 is binding in either a compliance report, or
for a year forecasted in the implementation plan, the rule requires amexamfor, and
correction of, systematic errofs.

Sections (11) and (12) of the proposed rule are parallel applications of the
requirement to correct for systematic errors in compliance repadt@nplementation plans.
Staff notes that PGE informally suggested deleting section (12) and aigeedtion (11).

Staff's proposed section (12) would require a review of methodologies in an
implementation plan if the cost limit is expected to be binding in one of the five fysars
forecasted in the plan.

2 Measures to reduce risks include long-term fixedepfuel contracts or hedges.
% Systematic errors are primarily errors in the dasts of the output of qualifying electricity oraperation and
maintenance costs of qualifying electricity andxyrplants.
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Subsection (5)(a) requires an electric company to explain how the imple e piai is
consistent with the IRP guidelines. That explanation might be used in futura@katgm
proceedings to justify the prudency of costs. If the Commission acknowledged tlaat por
of the implementation plan, that explanation also could be used in a ratemaking pigpceedi

According to Staff, the cost of a CCCT is a good approximation of the long-
run equilibrium wholesale power price and is a more transparent methodology thag-yea
year forecasts of wholesale spot power prices. Staff notes that, at soredifué)a CCCT
may not be the incremental non-renewable generating plant in the West. Atseidihe
rules allow for a different type of proxy plant through a Commission order.

2. Electric Company Revenue Requirements
The proposed rule would implement ORS 469A.100 sections (2) and (3).

Staff notes that the proposed rule is the same as the consent item adopted at
the June 10, 2008, Commission public meeting, except for the treatment of Bonneville Power
Administration (BPA) Residential Exchange costs. Whereas in the earsav8PA
residential exchange payments reduced revenue requirements, in this propgged rul
revenue requirement estimate is made before deducting the credit.

Staff believes that the proposed rule better reflects the language amainte
the Act.

3. Compliance Standards

The proposed rule would implement ORS 469A.050, 469A.052, 469A.065,
469A.070, 469A.100, 469A.140 and 469A.145.

Under the proposed rule, the cost limit for an ESS compares its average cost
of compliance in dollars per MWh with four percent of the average retail revenue
requirement for the compliance year of the electric utility in whosécsearea it sell§.

The electric company revenue and sales values are from the estimateireqder
OAR 860-083-0200.

The proposed compliance standard requires an electric company and an ESS
to use RECs or alternative compliance payments until the cost limicisecaThe
incremental cost of compliance is the cost of bundled RECs used. The cost of a bundled
REC is the levelized incremental cost of the associated qualifyintgi@tgc All of the
RECs from a generating facility or contract have the same incremerttalegzsdless of the
year issued.

“ If an ESS sells electricity in the service arebsiore than one electric company, its average @ost
compliance is compared to the weighted averagbeofverage retail revenues.
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The proposed rule requires that the bundled RECs, whether banked or not, be
used on a first-in/first-out (FIFO) basis. FIFO treatment is requirealisedhe costs of the
bundled RECs from different facilities and contracts can vary widely.

4. Compliance Reports by Electric Companies and ESSs.

The proposed rule would implement ORS 469A.050, 469A.052, 469A.055,
469A.070, and 469A.170.

The rule is intended to balance the needs of the Commission to conduct the
review required by ORS 469.170(2), while minimizing the administrative costctaele
companies and ESSs.

5. Implementation Plans by Electric Companies
The proposed rule would implement ORS 469A.055 and 469A.075.

An electric company must file an implementation plan January 1 of each
even-numbered year. The plan must cover the next even-numbered year and eafduof th
subsequent years. The proposed rule is intended to balance the needs of the Commission to
conduct an acknowledgement process within six months, while minimizing coststtele
companies.

6. Alternative Compliance Payments
The proposed rule would implement ORS 469A.055 and 459A.180.

The rule provides for setting a different alternative compliance ratadbr e
electric company. The rate for an ESS is the weighted average of thef thge®lectricity
companies in whose service areas it sells.

Under the proposed rule, the Commission would set the rate for each electric
company no later than October 1 of each even-numbered year. Except for this,veigh
ESS will know its alternative compliance rate at least 15 months before rihef $iee
implementation year.

B. Staff Comments on Proposed Amendments
1. Introduction
Based on comments received at informal workshops, Staff proposed certain

amendments to the proposed rules. Staff filed the proposed amendments as re¢sliine edi
the original filing.
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2. Definitions

Staff notes several proposed changes to definitions. The proposed changes
clarify the proposed rules. They are not substantive in nature.

3. Incremental Costs

Staff denotes a number of changes made to the proposed rule regarding
incremental costs. The changes serve to clarify the rule.

4. Compliance Standards
Staff deleted a provision that required an electric company to seek approval

for selling bundled RECs. In its place, a disclosure requirement was added to the
Implementation Plan rule.

That new subsection (5(c) in OAR 860-083-0400) requires an electric
company that plans to sell bundled RECs to provide or cite documentation showing
consistency with applicable IRP guidelines. The electric company wouddtbxplain
how the future sale of bundled RECs would “appropriately balance cost and risk.”

5. Compliance Reports by Electric Companies and ESSs

A subsection was added to require that an electric company provide the
characteristics of a generating facility if it sold a REC asgetiaith the facility’

6. Implementation Plans by Electric Utilities

The heading was changed to substitute “by” in place of “for.”

Staff notes that PGE proposed to delete the requirements for forecasting the
expected components of total cost of compliance. These components are thentatreme
cost of compliance, the cost of unbundled RECs, and the cost of alternative compliance

payments.

Staff supports keeping this requirement. Staff notes how the components are
useful.

C. PGE'’s Initial Comments
1. Applicability of ODOE Rules
PGE suggests that, “for clarity sake,” the final order in this docket omtéile fi

rules should confirm that ODOE regulations will apply to any filing at the Cissiom
pursuant to the proposed AR 518 rules.

® This is required only for RECs that already werguded in retail rates.
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2. Incremental Cost of Compliance

PGE notes that the proposed rules contemplate that the incremental cost of
compliance for long term qualifying electricity may be less than zeroleWloes not
propose a specific change to the rule, PGE questions whether the incremental cost of
compliance ever should be less than zero.

PGE “doubts” whether the rules adequately capture the resource planning
decisions that would be made in the scenarios where the incremental cost ddocenpl
would be negative. Noting that the rules calculate the incremental cost based G exCC
circumstances where use of a CCCT yields a negative incremenidGassuggests that
the CCCT is the wrong resource against which the cost of qualifying eligcshould be
measured. “If it is cheaper to generate electricity from a renewabburce than a CCCT or
market purchase, then the utilities will not build CCCTs or make market gescbat rather
generate electricity from renewable resources.” According to RGRai case the
incremental cost of compliance is zero because the cost of qualifyitigoghecs being
compared against itself.

3. Proposed Changes

PGE cites language in sections (4) and (5) of the implementation plan rule that
would require, under certain circumstances, that the electric company dexteofisti the
implementation plan is consistent with the integrated resource planning gesdeli
established by the Commission in Order Nos. 07-200, 07-047 and 08-339 and other planning
guidelines set forth by the Commission.” PGE believes that this languagelisloead
and imprecise.

According to PGE, many of the planning guidelines that apply to integrated
resource plans do not apply to implementation plans. PGE cites IRP guidelinesiognce
demand response, distributed generation, transmission, and conservation as matters that
no relevance to implementation plans. PGE also finds the reference to “othenglanni
guidelines” to be vague.

PGE proposes that the rule identify the precise guideline that will becpplie
to the implementation plans:

.. the company must provide sufficient documentation to demonstrate
how the implementation plan appropriately balances cost and risk as
required by the IRP guideline in 1.C. of OPUC Order No. 07-047, as

amended from t|me to tlmcs—eenslstem—wmh—the—m%eg%ated—reseurce
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PGE also proposes clarifying language regarding the incremental eost rul

In its compliance reports, an electric company must use the amounts of
actual qualifying electricity and the actual fuel prices for the periozs
from the most recently filed implementation plan unless Section (10) or
(11) of this rule applies.

PGE believes this change is consistent with the intent of the proposed rule.
D. Pacific Power's Comments

Pacific Power believes that the proposed rules generally acknovaedge
objective of avoiding duplicative or unnecessary requirements relating t@thpa@y's IRP
and avoided cost processes.

Pacific Power is encouraged by Staff's willingness to work with istede
parties to develop standard formats and practices relating to reporting obhbgaticcording
to Pacific Power, the complexity of the subject matter demands that iatepesties
develop standard compliance formats to minimize the cost of compliance. The ompan
looks forward to working with Staff and other interested parties in developing workable
compliance methods.

Pacific Power appreciates Staff's reconsideration of the requirdhegrihe
Commission approve the sale of bundled RECs.

Pacific Power supports clarifying language from Staff and PGE thrdteda
the precise IRP guidelines that will be applied to implementation plans. HoWwewdic
Power notes that the IRP and the IRP guidelines do not address the disclosuresafd3EC
The Company understands that Staff did not propose to establish a new IRP guidkige in t
proceeding.

Pacific Power supports Staff's position on the chronological use of bundled
RECs, with the clarification that the rule intends “monthly chronological drder

E. CUB/RNP

According to CUB/RNP, pursuant to statute (ORS 469A.100(4)), the cost of
qualifying electricity cannot be compared against the cost of other qugldiectricity
resources to calculate the incremental cost of compliance. Thus the in@lernsehof
compliance may be less than zero, for example, if natural gas prices aredughse a
gualifying generator has no fuel costs).
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F. ICNU
1. Commission Approval of Bundled REC Sales

Until May 8, 2009, the proposed rules required that an electric company
receive approval from the Commission before selling bundled RECs included irethefrat
Oregon retail customers. ICNU notes that Staff now proposes to delete thatoprawid
direct electric companies simply to inform the Commission of REC sales émaidli
Implementation Plan. ICNU states that Staff's proposed change likikhesuilt in a less
thorough review of the utility’s actions.

ICNU notes that Staff claims that the proposed change will benefit electri
companies. However, ICNU questions whether it will benefit consumers. 1CK$ weat
electric companies may be able to avoid prudency and accountability questbgethait.

2. Applicability of ODOE Rules

ICNU argues that the adopted rules should not reference ODOE prordulgate
OAR 330-160-0030 relating to the vintage date for qualifying electricityntiagtbe used for
compliance with an RPS. ICNU has challenged ODOE’s rule before therOCemirt of
Appeals.

ICNU notes that the proposed rules do not include any reference to
OAR 330-160-0030. ICNU opposes PGE’s recommendation that the rules explicitly
incorporate the ODOE rules.

G. ODOE

ODOE supports the position of Staff and CUB/RNP concerning the
incremental costs of qualifying electricity.

H. Staff's Reply Comments
1. Incremental Costs Less than Zero

Staff argues that PGE’s view that the incremental cost of qualig§neggy
cannot be less than zero is inconsistent with the Act. Nothing in the Act implielsethat t
incremental cost of compliance is the market price of the REC associttatenqualifying
electricity.

Under the Act, the incremental cost of compliance must be based on a
comparison of the costs of delivered qualifying electricity and deliveredjnalifying
electricity. Incremental cost cannot be a comparison of renewable resaitlcether
renewable resources.

10



ORDER NO. 09-299

According to Staff, excluding projects with negative incremental costklwou
bias the average of incremental costs because of errors in forecastmgantal costs.
Average incremental cost is key because the Act provides a cost limit thatresripza
actual annual cost of compliance with annual revenues. Staff provides a tabkiitigghis
point.

2. PGE’s Proposed 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. Staf
amended its proposed rules to make the appropriate changes.

3. Chronological Order

Staff notes Pacific Power’s concern regarding the use of RECs in
chronological order. Staff notes that RECs currently indicate only the month amnalff ye
issuance. If more detailed information is added in later years, such infamshtuld be
used.

l. PGE Reply Comments

PGE offered reply comments intended to clarify its position regarding
incremental cost.

PGE believes that the Commission should have the flexibility to use proxy
plants other than a CCCT (or other fossil fuel generating facilitiedgtiermining the cost of
non-qualifying electricity. PGE argues that the Commission should use as/glawoixthe
resource that best reflects least cost planning principles, whether thasssl éuel plant or a
renewable resource.

According to PGE, the argument that a proxy plant must be a fossil fuel plant
“finds little support in the language of the statute.” PGE cites exaroptaber non-
qualifying electricity resources that also may serve as proxy plants.
J. Staff’s Supplemental Comments

As a supplement to its comments, Staff provided a draft list of monthly events
for administration of the RPS program. Staff's draft timeline is atthabeAppendix B.

V. DISCUSSION
A. “Use” of RECs
At the time of the hearing in this Phase, the Commission had not yet issued its

order in Phase Il. Consequently, in their Comments many participants addresse
guestion of what constitutes the “use” of a REC, an issue then pending in Phase Il. That

11
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matter having been decided, those comments are not cited in the body of this oater and
not further addressed in this decision.

B. Incremental Cost

Regarding whether incremental costs may be negative, we appreciate PGE’
concerns. However, Staff explained how incremental cost could be negativehender
provisions of the Act and how negative incremental costs are incorporated iattatisis
required under the Act. Staff’'s position is adopted.

C. Advance Approval of Bundled REC Sales

As noted above, Staff deleted a provision that required an electric company to
seek approval for selling bundled RECs. In its place a disclosure requiremetdedsto
the Implementation Plan rule. An electric company that plans to sell bundleslViRit@ be
required to provide or cite documentation showing consistency with applicable IRP
guidelines. The electric company would have to explain how the future sale of bundled
RECs would “appropriately balance cost and risk.”

ICNU opposes this change. ICNU believes that the result will be thaielect
companies will avoid prudency and accountability questions.

We concur with Staff that there should not be advance approval. An after-the-
fact reasonableness rule for such transactions is sufficient.

D. ODOE Rules

As noted by PGE, the rules do not explicitly incorporate the ODOE rules. The
ODOE rules were adopted pursuant to the Act and are part of the fabric of the
implementation of the Act, whether they are cited in our rules or not. Accordingsgeweo
need to modify the rules proposed by Staff in its reply comments to explefghence the
ODOE rules. ICNU’s position is noted but is not the basis for our decisio@NIf lwere to
prevail in the Court of Appeals, the contested rule would change without any futitbar ac
from this Commission.

VI. CONCLUSION

The rules, modified to conform to the decision in Phase Il and as proposed by
Staff in its reply comments, are adopfed.

® The adopted rules incorporate non-substantiveealitthanges that have been made in the courserdinal
review of the document.

12
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ORDER
IT IS ORDERED that:
. Oregon Administrative Rules, 860-083-0010, 860-083-0100,
860-083-0200, 860-083-0300, 860-083-0350, 860-083-0400, and
860-083-0500 are adopted, as shown in Appendix C.

2. Oregon Administrative Rule 860-083-0005 is amended as shown in -
Appendix C.

3. The rules become effective upon filing with the Secretary of State.

AUG 0 3 2009

Made, entered, and effective

/9 0 6/14? /" /;)’/ \fﬁféf

Lee Beyer J ohn Savage

Chairman Commlss1oner
Ray Baum

Commissionet

A person may petition the Commission for the amendment or repeal of a rule
pursuant to ORS 183.390. A person may petition the Court of Appeals to determine
the validity of a rule pursuant to ORS 183.400.

13
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Note: With the exception of rule 860-083-0005, the remainder of therules 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 theinitial 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 regquest the Commission waive any of the
Renewable Portfolio Standards rules.

Uty wT, [l

**This shows the proposed rule from Phase |1 as modified by Phase |11 proposals.

860-083-0010

Definitions

Asused in Division 083:

(1) “Aggregate costs” means al 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 financia 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 termin
ORS 469A.180(2).

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

May 19, 2009
Page 1 of 21

Appendix A
Page 1 of 21
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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 investmentsin 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 termin
ORS 469A.100(3).

(5) “Applicable filing for an el ectric company” means an implementation plan under
ORS 469A.075, afiling for achange 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 meansitstotal
cost of compliance divided by its retail salesin 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 acompliance year as determined in OAR 860-083-0200 divided by the
forecast of retail salesin megawatt-hours used to determine the annual revenue
requirement.

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

(20) “Bundled renewable energy certificate” has the meaning given that termin
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-compliancereport-of-thelevelized incremental cost of the qualifying
eectricity associated with the bundled renewable energy certificate.

(13) “Cost limit for an e ectric company” has the meaning given that termin
ORS 469A.100.

(14) “Cost limit for an e ectricity service supplier” under ORS 469A.100(6) means
four percent of the weighted average of the average retail revenues per megawatt-hour of
the el ectric companies subject to ORS 469A.052 in whose service areas the electricity

May 19, 2009
Page 2 of 21

Appendix A
Page 2 of 21
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service supplier sells electricity in a compliance year. The weights are theretail salesin
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 nomina after-tax margina 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 aninitia
amortization period where afacility 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 cal culated 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 salesin 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 asis generally set forthin
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, erprexy - { Formatted: Not Highlight

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 aterm consistent with the duration of the contract for qualifying el ectricity.

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

(29) “New qualifying electricity for an el ectric 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 plansto use to
serve customers of electric companies subject to ORS 469A.052 and are first operational
in acompliance year.

(31) “Proxy plant” means, unless otherwise specified by the eemmissionCommission,
abase-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 eectricity consumer” has the meaning given that termin
ORS 469A.005(11).

(37) “ Short-term qualifying electricity” means qualifying electricity purchased
pursuant to contracts of lessthan five yearsin duration.

(38) “ Significant investments' meansinvestmentsin acompliance 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.

- {Formatted: Indent: First line: 0" J
(402) “To use arenewable energy certificate” meansto employ, or exercise the rights
to, arenewable energy certificate to meet or comply with alegal requirement in Oregon
or in any other state, including, but not limited to, power source disclosure reporting
under OAR 860-038-0300(8).

(412) “Tota cost of compliance” for an el ectric company or electricity service
supplier means the cumulative cost of:

(a) Theincremental cost of compliance;

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

(c) The cost of aternative compliance payments used to meet the applicable
renewabl e 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

(l) (_)_For amortlzatlon and Ie\/ellzatlon calculatlons aneleetneeempany—mesteuee

speetf%&rate—an electrlc company must use the dlscount rate used in |tsf49m4he most
recently flled or updated mtegrated resource pIan unless otherwise specn‘led by the
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(b) For amortization and levelization calculations, an electricity service supplier must
use the discount rate applicable to the e ectric company in whose service area it made the
most retail sales in megawatt-hours over the five calendar years preceding the compliance
year.

(ac) Theincrementa cost under ORS 469A.100(4) for long-term qualifying
dectricity isthe difference between the levelized annua cost of qualifying eectricity
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 el ectricity - {Formatted: Not Highlight

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 up-until 20 years after the current compliance year.

(eb) Theincrementa cost under ORS 469A.100(4) for short-term qualifying
electricity isthe difference between the levelized annua 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 differencesin all transmission-associated costs.

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

(g) Aggregate 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.

(id) Incremental costs are deemed to be zero for quaifying electricity from generating
facilities or contracts that became operational before June 6, 2007 and for certified [ow-
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. Costsinclude, 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
dectricity’ stime horizon.

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

(ef) If an electric company anticipatesthat it will have firming and shaping services
available for sale for a compliance year, the company may not use ratesin 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 anticipatesit 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 Transm|$|on Tariff asthe basis for such costs. H-an

(3) Each electricity service supplier must forecast the cost of long-term qualifying
electricity it plansto useto serve the service areas of el ectric companies subject to
ORS 469A..052 consistent with section (2) of thisrule.

(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 ageneration facility that was previously included in a compliance report has
significant investment costs in a compliance year, al 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 thisrule, 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 thisrule, if agenerating
facility produces qualifying electricity after all capital costs have been amortized, the
e ectric 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 eectricity from the facility must be treated in the same manner as anew
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 thisrule.

(5) The amortization period for a generation facility

comphaneerepert-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
thisrule, each electric company must establish a new proxy plant for usein 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 eectric 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.
Theinitial 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 factorslisted 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 plantsin 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 Hstime horizon of the qualifying
electricity.

(e) The average cost per megawatt-hour for each year of the applicable aproxy
plant-stime horizon is the levelized cost in subsection (6)(d) of thisrule divided by the
expected base-load e ectricity production of the proxy plant for that year.

(f) The cost of equivalent non-qualifying electricity isthe 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

(g) If corresponding long-term qualifying electricity is produced or is planned to be
produced after a proxy plant’sinitial 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 theinitial amortization period for new long-term qualifying electricity islonger
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 thisrule. 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.

(ih) 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 pricesin 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 anew proxy plant is established:

(a) Proxy plant fuel prices may be based on financialy firm, long-term fixed prices
for fuel for the period such contracts are available. After such period, the method in
subsection (7)(b) of thisrule 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 pricesin 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 pricerisk 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 pricesfor aproxy plant or biomass plant were forecasted based on a
method similar to the method in subsection (7)(b) of thisrule, an eectric 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 thisrule, 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 aproxy plant or biomass plant were forecasted based
on amethod similar to the method in subsection (7)(a) of thisrule, fue 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

qud%egdeetnetty—theaetual—tuel—pneeﬂ_) 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 He e
frem-the most recently filed implementation plan, unless section (10) or (11) of thisrule
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 thisrule for qualifying electricity it
plans to use to serve the service areas of an electric company subject to ORS 469A.052.

(20) If an electric company or electricity service supplier discovers asignificant error
initsincremental cost estimates, it must update incremental cost estimates in the next
applicable filing.

(11) If the number of renewable energy certificates used for compliance or the
amount of aternative compliance paymentsis reduced dueto acost limit in
ORS 469A.100, the electric company or electricity service supplier must review the
methodol ogies 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 methodol ogies used to estimate the levelized
costs of proxy plants and long-term qualifying electricity. If asystematic 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 thisrule, 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 thisrule, totals
less than 20 megawatts of capacity, the incremental cost for such teng-long-term
qualifying electricity is not required to be included in compliance reports or
implementation plans. Such long-term qualifying electricity may beincluded 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 al 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 eectricity 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-escal ation 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
eectricity 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 ectric company isinvolved in ageneral rate proceeding using atest year
that is reasonably representative of the compliance year and that resultsin the
Commission issuing afina 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 acompliance year not involving a general rate proceeding under
subsection (1)(a) of thisrule, 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 rel ating 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 thisrule, add the product
of:

(i) Thetotal operating revenues authorized in the most recent genera 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, aternative compliance payments, and net power costsin the genera
rate proceeding, and increased by credits resulting from 16 U.S.C. sec. 839(c) (2008); and

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

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

(2) For acompliance year under subsection (1)(b) of this rule, each el ectric 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 thisrule 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 acompliance year involving agenera rate proceeding under subsection (1)(a)
of thisrule, 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
fina order in the general rate proceeding, whichever islater. The compliance filing must
calculate the total revenue the Commission authorized the el ectric company the
opportunity to recover in Oregon ratesin 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 alimit specified in section (2) or section (3) of
thisrule 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 compani es subject to ORS 469A.052 in whose service areas the electricity
service supplier sells electricity. The weights are the retail salesin 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
eectricity service supplier is not required to incur additional costs to meet section (1) of
thisrule.

(3)(a) An electric company or an electric service supplier is not required to meet the
renewabl e 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 thisrule.

(b) In determining compliance with the applicable renewabl e 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 aternative compliance payments to
comply with the applicable renewable portfolio standard. The Commission may aso
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 limitsin ORS 469A.100(1) and ORS 469A.100(6) .

(B) Each dectric 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 er-acguired-in the compliance year or between January 1

(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
dectricity 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

compliance year, or make an aternative compliance payment, up to the amount required
for compliance with the applicable standard. Bundled renewabl e 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

(2)(a) On or before June 1, 2012, and annually on or before June 1 thereafter, each
electric company that is subject to arenewable portfolio standard set forth in
ORS 469A.052 or 469A.055 for the previous calendar year must file areport with the
Commission demonstrating compliance, or explaining in detail its failure to comply, with
the applicable renewabl e 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 arenewable portfolio standard contained in
ORS 469A.065 and sells electricity to retail electricity consumersin 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) Thetotal 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) Thetotal 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) Thetota 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) Thetotal number and cost of unbundled renewable energy certificates, identified
as either banked or non-banked certificates, used to meet the renewable portfolio
standard.

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

(f) Thetotal 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)(k) 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 thisrule, for each
generating facility associated with the renewable energy certificatesincluded 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) Theyear of thefirst 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 afacility owned by the
electric company or the planned lifetime of afacility owned by the electricity service
supplier.

(i) Theamount 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 eectric 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-ieremental-cost-ef-new-gualifying
electricity-and-the total number and cost of bundled renewable energy certificates used
for thetheremental-cest-ef-compliance.

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

(o) For each dectricity service supplier, itstotal 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.

(q) For each dectricity 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 certificatesissued,

(s) As specified in OAR 860-083-0100, the number and total cost of bundled
renewabl e 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 thisrule.

(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 thefiling. The electric company or electricity service supplier may file awritten
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 renewabl e 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 isnot in compliance with the applicable
renewabl e 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 aternative compliance payment to address such shortfal,
impose a penalty, or both.

(6) Each eectric company subject to ORS 469A.052 and each dectricity 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 thisrule. The posting must include any Commission determinations under
section (5) of thisrule.

(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 thisrule 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 thisrule.

(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 rulesin 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) Theimplementation 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 salesto 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
renewabl e 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 eaunty-and-state where the facility islocated 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 aternative 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 materia differences in the planned actions in section (2) of thisrule
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 suffici ent documentation to demonstrate how

consistentwith-the mtegrated resource planning gwdelln% in 1.b and c. of established-by
the-Commission #-Order Nos. 87-862-07-047 and subsequent guidelines related to
implementation plans ard-08-339-and-etherplanning-guidetines-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 thisrule: 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), (€), and (f)
of thisrule, consistent with subsection (4)(a) of this rule and the analyses or
methodol ogies 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

required by is-eonsistent-with-the mtegrated resource planning gwdellnes inlb.andc.of

established-by-the- Commission #-Order Nos. 87-002,-07-047 and subsequent guidelines
rel ated to |mpI ementatl on pI ans and—@8—339andether—ptannm9tgmdel+ne£—set forth by the

(@) The sum of costs in subsect|on (2)(e) of thisruleis expected to be four percent or
more of the annual revenue requirement in subsection (2)(e) of thisrule for any
compliance year covered by the implementation plan; er

(b) The company plans, for reasons other than to meet unanticipated contingencies
that arise dur| ng acompllance vear to use any of the foIIowr ng comphance methods
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(A) Unbundled renewabl e energy certificates,

(B) Bundled renewabl e energy certificates issued between January len-erbefere and
March 31 of the year following the compliance year; or

(C) Alternative compliance payments. or

(c) The company plansto sell any bundled renewable enerqy 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 eammission-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
awritten response to any comments within 30 calendar days thereafter. Commission staff
should present its recommendation at a eemrission-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 isfiled.

(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
eommissien-Commission under ORS 469.075(3).

(b) Each eectric 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 eemmissionCommission-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 thisrule.

OAR 860-083-0500
Alternative Compliance Payments

(2) 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 adeguate 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 eectricity from contracts and generating
facilities owned by the electric company, both planned and existing;

(c) The number of unbundled renewable energy certificates the el ectric 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 el ectric company and information from areview 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 renewabl e energy certificates that were not banked;

(i) Banked renewable energy certificates; and

(iii) Alternative compliance payments;

(B) Thetiming of electricity purchases;

(C) Therelevant 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 renewabl e 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
dectricity; and

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

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

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

(@) 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 arequest by the electric company, or in response to afiling 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 alow an
opportunity for public comment before making a decision to expend such funds.

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

(a) Thefindings of the Legidative Assembly in enacting the renewabl e portfolio
standards;

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

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

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

(g) Whether the impacts in subsections (5)(€) 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 dectricity 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 el ectric 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 salesin megawatt-
hours by the electricity service supplier in each electric company service areafor 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 électricity 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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Monthly Timeline 2009-2014
OPUC Staff DRAFT
May 13, 2009

Utility files renewabl e adjustment clause

Commission sets ACP rates for 2011

Commission approves renewabl e adjustment clauses
Utility files implementation plan that forecasts incremental costs 2011
through 2015

Utility files renewabl e adjustment clause

Implementation Plan Acknowledgement Order

Commission sets ACP rate for 2012 and 2013

Utility files proposed revenue requirement

Commission approves renewabl e adjustment clauses and revenue

requirements estimates

Compliance year begins; renewable adjustment clause in effect

Utility files renewable adjustment clause

Utility files proposed revenue requirement
Commission approves renewabl e adjustment clauses and revenue
requirements estimates
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Utility files implementation plan that forecasts incremental cost though
2017

Utility completes true-up for 2011 renewable portfolio standard
Utility files renewable adjustment clause

Compliance report due
Implementation Plan Acknowledgement Order

Commission sets ACP rate for 2014 and 2015

Utility files proposed revenue requirement
Commission approves renewabl e adjustment clauses and revenue
requirements estimates

Utility completes true-up for 2012 renewabl e portfolio standard
Utility files renewabl e adjustment clause

Compliance report due

Utility files proposed revenue requirement
Commission approves renewabl e adjustment clauses and revenue
requirements estimates

Utility files implementation plan that forecasts incremental cost though
2019

Utility completes true-up for 2013 renewabl e portfolio standard
Utility files renewable adjustment clause

Compliance report due
Implementation Plan Acknowledgement Order

Commission sets ACP rate for 2016 and 2017
Utility files proposed revenue requirement

Commission approves renewabl e adjustment clauses and revenue
requirements estimates
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860-083-0005
Scope and Applicability of Renewable Portfolio Standards Rules

(1) OAR 860-083-0005 through 860-088500500(the “Renewable Portfolio Standards
rules”) establish rules governing implementation of Renewable Portfolwl&tds 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.

3} As-used-in- OAR 860083-0050:

Stat. Auth.: ORS 756.040, 757.659, 469A.065
Stats. Implemented: ORS 469A.065
Hist.: PUC 7-2009, f. & cert. ef. 6-25-09

860-083-0010

Definitions

As used in Division 083:

(1) “Aggregate costs” means costs included in ORS 469A.100(4)(c), (d), andtie}
are applicable to more than one generating facility. Aggregate costs also include
physical or financial costs for assets to replace interruptions of gersgion 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 capitalcosts of long-
term qualifying electricity or a proxy plant at the discount rate over an initial
amortization period. For replacement costs that were not included ithe initial estimate
of capital or operating costs for qualifying electricity, amortization means greading
such replacement costs at the discount rate over the remainder of tharrent
amortization period for the associated gualifying electricity. For signifcant investments
in facilities producing qualifying electricity, amortization means speading such
significant investment costs and the remaining unamortized investme 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).
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(5) “Applicable filing for an electric company” means an implementdion plan
under ORS 469A.075, a filing for a change to rates for retail electricity consumetkat
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 ratbsfore
2011.

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

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

(8) “Average retail revenue” for an electric company means the annual revere
requirement for a compliance year as determined in OAR 860-083-02@vided by the
forecast of retail sales in megawatt-hours used to determine the ama revenue
requirement.

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

(10) “Bundled renewable enerqy certificate” has the meaning given tha¢rm in
ORS 469A.005(3).

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

(12) “Cost of bundled renewable enerqy certificates” means the levelze
incremental cost of the qualifying electricity associated with the butied renewable
enerqgy certificate.

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

(14) “Discount rate” means the nominal after-tax marginal weighted-average coef
capital.

(15) “Electric company” has the meaning given that term in ORS 757.600.

(16) “Electricity service supplier” has the meaning given that term in ORS57.600.

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

(18) “Implementation plan” has the meaning given that term in ORS 469A.075.

(19) “Incremental cost of compliance” means the cost of bundled renewabénergy
certificates used for compliance for a compliance year as calculated muwant to
OAR 860-083-0100.

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

(21) “Initial amortization period for an electricity service supplier” for facilities that
produce gualifying electricity means a period based on the expected figdifetime 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 eledtity
service supplier, the initial amortization period means the period for a pxy plant used
by the electric company subject to ORS 469A.052 in whose service area it mae
most retail sales in megawatt-hours over the five calendar years precedithe
compliance year.

(22) “Integrated resource plan” means the long-term resource plan filety an
electric company that is subject to Commission acknowledgment asgenerally 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.

(23) “Interruptions of generation or deliveries” include, but are not limited to,
planned and unplanned generating and transmission facility outages ancdrhtes,
natural gas delivery interruptions, and reduced generation due to weather or
curtailments.

(24) “Levelized cost for long-term gualifying electricity and the corresponding
proxy plant” means the present value of amortized capital costs and all other cgst
amortized at the discount rate over the time horizon of the qualifying elgricity.
Levelized cost also includes an estimate of the net present value of cestd benefits for
the qualifying electricity and the corresponding proxy plant likely to occu after the end
of the applicable time horizon, amortized over the time horizon at theiscount rate.

(25) “Levelized cost for short-term qualifying electricity” means costdevelized over
the term of the contract.

(26) “Levelized cost for short-term non-qualifying electricity” meanscosts levelized
over a term consistent with the duration of the contract for qualifying edctricity.

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

(28) “New qualifying electricity for an electric company” means qualifyng
electricity when the costs are first included in an applicable fihg for a compliance year.
New qualifying electricity may be from new generating facilities, gen&ting facilities
with significant new investments, or new contracts to purchaseastricity.

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

Appendix C
Page 3 of 3



AR 518, Phase Ill - Adopted Rules ORDER NO. 09-299

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

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

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

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

(34) “Replacement costs” means capital costs that have the effect of reptaginitial
capital costs for long-term gualifying electricity or proxy plants.

(35) “Retail electricity consumer” has the meaning given that term in
ORS 469A.005(11).

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

(37) “Significant investments" means investments in a compliance yeandt if the
investments were amortized over the remainder of the amortization ped and
combined with cost changes associated with such investments, they Wancrease the
levelized cost of the facility by more than 10 percenSuch estimates do not include
replacement costs that were included in the initial estimates ofpital or operating
costs.

(38) “Specific costs” means the costs for electricity plus the costs fibansmission
delivery and substations that can reasonably serve only a single generating fdgilor
contract.

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

(a) The incremental cost of compliance;

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

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

(40) “Unbundled renewable energy certificate” has the meaning given thagtm in
ORS 469A.005(12).

Stat. Auth.: ORS 756.040, 757.659, 469A.065
Stats. Implemented: ORS 469A.005 — 469A.210
Hist.: New
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OAR 860-083-0100
Incremental Costs

(1)(a) For amortization and levelization calculations, an electric copany must use
the discount rate used in its most recently filed or updated intgated resource plan,
unless otherwise specified by the Commission.

(b) For amortization and levelization calculations, an electricity servie supplier
must use the discount rate applicable to the electric company in wh®service area it
made the most retail sales in megawatt-hours over the five calendar yeanepeding the
compliance year.

(c) The incremental cost under ORS 469A.100(4) for long-term gualifying ettricity
is the difference between the levelized annual cost of qualifyinceetricity delivered in a
compliance year and the levelized annual cost of an equivalent amount of etetty
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 elctricity
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 galifying
electricity until 20 years after the current compliance year.

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

(f) Levelized annual delivered costs for qualifying electricity and nomualifying
electricity are specific costs plus applicable shares of aggregate cost

(0) Agaregate and specific costs for interstate electric companiesust reflect
interstate allocations of costs.

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

() Incremental costs are deemed to be zero for qualifying electrigitfrom
generating facilities or contracts that became operational before June 6, 20awd for
certified low-impact hydroelectric facilities under ORS 469A.025(5).

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

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

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

(c) Aggregate costs must be estimated as the incremental cost to thidity system
for all qualifying electricity.

(d) Aggregate transmission costs must be allocated proportionately to exisy and
planned generating facilities that will reasonably be served by the tramsission
facilities.

(e) If an electric company anticipates that it will have firming and shping services
available for sale for a compliance year, the company may not use rates in its @pe
Access Transmission Tariff approved by the Federal Enerqgy Regulatory Comission as
the basis for the firming or shaping portion of aggregate costs. In such casbketelectric
company should use the actual or forecasted cost of supplying or purchagifirming
and shaping services as the basis for such costs. If an electric companticipates it will
not be able to sell firming and shaping services due to its use of such seeg, the
company may use its approved Open Access Transmission Tariff as the basisguch
costs.

(3) Each electricity service supplier must forecast the cost of lostgrm gqualifying
electricity it plans to use to serve the service areas of electricrapanies subject to
ORS 469A.052 consistent with section (2) of this rule.

(4) Updates of amortization periods are required for compliance reportslescribed
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 reparas
significant investment costs in a compliance year, all qualifying eledtity from the
facility is new gqualifying electricity under this rule with an amortization period based
on the expected useful life of the facility, considering such investmts. Except as
provided in subsections (13)(a) and (b) of this rule, costs for each suchifig must be
updated in the next reqularly scheduled compliance report and implenm¢ation plan.

(b) Except as provided in subsections (13)(a) and (b) of this rule, if a geaéng
facility produces gqualifying electricity after all capital costs have bes amortized, the
electric company must update the next regularly scheduled compliae report and
implementation plan to establish an extended amortization period. Thexeended
amortization period must be based on the expected remaining usefuldiof the facility.
Qualifying electricity from the facility must be treated in the samemanner as new
qualifying electricity. Additional extended amortization periods may be aded.

(c) Each electricity service supplier must update amortization péds for long-term
gualifying electricity it plans to use to serve the service areas of etdc companies
subject to ORS 469A.052 consistent with subsections (4)(a) and (b) of thiger
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(5) The amortization period for a generation facility may change as provided in
subsections (4)(a) or (b) or (6)(q) of this rule. Otherwise, the amortition period of the
facility may not change.

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

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

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

(B) Initial capital costs must be amortized.

(b) Each electric company must estimate the costs of factors bskin
subsection (6)(a) of this rule and other elements of the proxy plant thatfatt 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 affacticosts.
Forecasts of fuel prices must include cost adders based on currengrgation of
greenhouse gas emissions or such regulations that are known or reasonably exgadb
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 elecity.

(d) For calculating the incremental cost for long-term qualifyirg electricity from a
specific generating source, annual aggregate and specific costs for theresponding
proxy plant must be levelized over the time horizon of the qualifyinglectricity.

(e) The average cost per megawatt-hour for each year of the applicable tirherizon
is the levelized cost in subsection (6)(d) of this rule divided bydlexpected base-load
electricity production of the proxy plant for that year.

(f) The cost of equivalent non-qualifying electricity is the estimatd average cost per
megawatt-hour of the proxy plant in subsection (6)(e) of this rule for each ge
multiplied by the amount of corresponding long-term qualifying electrcity that was
produced, or is expected to be produced, in each year of the applicable &rorizon.

(q) If corresponding long-term qualifying electricity is produced or is ganned to be
produced after a proxy plant’s initial amortization period, a new amortization peiod
for the qualifying electricity must be established based on the exged remaining useful
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life of the generating facility. Any remaining unamortized investment for he facility
associated with the qualifying electricity must be amortized over #h 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 capi, operation and
maintenance expenditures necessary to extend the lifetime of theoxy plant to a
period equal to or greater than the amortization period of the qualifying eletricity. In
such case, initial and replacement capital costs of the proxy plant muisé amortized
over its extended lifetime before the proxy plant costs are levelizéxa subsection (6)(d)
of this rule. Fuel costs must be estimated for each year of the extedddetime of the
proxy plant. A proxy plant whose lifetime has been extended under this beection may
be used as the corresponding proxy plant for all new long-term qualifgg electricity
with the same beginning amortization year.

(i) Each electricity service supplier must forecast the cost of proxylgnts consistent
with subsections (6)(a) through (h) of this rule for plants correspondig to long-term
qualifying electricity it plans to use to serve the service areas of an elec company
subject to ORS 469A.052.

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

(a) Proxy plant fuel prices may be based on financially firm, long-term fixe prices
for fuel for the period such contracts are available. After such period, te 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 fualan
appropriate market trading hub plus an estimate of the cost of hedgings much fuel
price risk as can be reasonably achieveidr remainder of the time horizon of such
plant.

(8) To the extent practical, forecasts of biomass fuel prices in complianceports
and implementation plans must be based on the most recently filed or uatbd
integrated resource plan. Fuel costs for long-term qualifying electrity from biomass
sources specified in ORS 469A.025(2) must be forecast in a manner thatuweds fuel
price risk as much can be reasonably achieved though long-term contractsedqging, 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 baseamh a
method similar to the method in subsection (7)(b) of this rule, an algic company must
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update plant costs for actual spot fuel prices, including actual cost addefrom
regulation of greenhouse gas emissions, in each implementation plan and cdiance
report.

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

(c) For the period fuel prices for a proxy plant or biomass plant were foreasted
based on a method similar to the method in subsection (7)(a) of this rukaiel costs are
not updated, except fuel costs are updated for additional actual costs froragulation of
greenhouse gas emissions if such costs were not included in the m@itreferenced in
subsection (7)(a) of this rule.

(d) In its implementation plans and compliance reports, an electricompany must
update for amounts of actual qualifying electricity.

(e) To the extent that forecasts of the amount of qualifying electrigitare used in a
compliance report, such forecasts, to the extent practicable, shouted based on the
most recently filed implementation plan, unless section (10) or (11) ofishrule applies.

(f) In its compliance reports, an electricity service supplier musinclude updated
estimates of the incremental cost of long-term gualifying electrity at least every two
years consistent with subsections (9)(a) through (e) of this rule for glifying electricity
it plans to use to serve the service areas of an electric company subict
ORS 469A.052.

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

(11) If the number of renewable energy certificates used for compliapmr the
amount of alternative compliance payments is reduced due to a cost linmt
ORS 469A.100, the electric company or electricity service supplier mustview the
methodologies used to estimate the levelized costs of proxy plants and kbaan
qualifying electricity. If a systematic error is discovered, all such emwmrs must be
corrected in estimates of the incremental costs of qualifying alticity in the applicable
compliance report. If such a correction is made, the correct total nundr of certificates
and amount of alternative compliance payment, if any, must be used for theropliance
year.

(12) If the cost limit specified in ORS 469A.100(1) is expected to reducethumber
of renewable energy certificates used for compliance or the amount of aitetive
compliance payments for any forecasted compliance year covered by an
implementation plan, the electric company must review the methodogies used to
estimate the levelized costs of proxy plants and long-term qualifyingesdtricity. If a
systematic error is discovered, all such errors must be correctad estimates of the
incremental cost of qualifying electricity in the applicable impémentation plan.
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(13)(a) Except as provided in section (11) of this rule, if new long-term guiling
electricity in a compliance year, including qualifying electricity teated in the same
manner as new qualifying electricity in subsections (4)(b) and (6)(q) dfis rule, totals
less than 20 megawatts of capacity, the incremental cost for such long-tegualifying
electricity is not required to be included in compliance reports ormplementation plans.
Such long-term qualifying electricity may be included in a complianceaport for
purposes of determining compliance with the applicable renewablgortfolio standard
under ORS 469A.052 or ORS 469A.065.

(b) When the capacity of qualifying electricity described in subséion (13)(a) of this
rule equals or exceeds 2fhegawatts in a compliance year othe cumulative capacity of
qualifying electricity in subsection (13)(a) of this rule exceeds 50 mematts, the
incremental cost of all such qualifying electricity must be includedn the compliance
report for the compliance year and in compliance reports and implemeation plans
filed after such compliance report.

(c) The amortization periods for the qualifying electricity in subsetions (13)(a)
and (b) of this rule must begin at the same time as the latest operatior@gdte for the
qualifying electricity. Costs must be adjusted for price escalation or descalation based
on the beginning amortization year and actual initial years for such qualifying
electricity. Adjustments may be based on applicable construction costsdexes or other
published sources.

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

Stat. Auth.: ORS 756.040, 757.659, 469A.065
Stats. Implemented: ORS 469A.100
Hist.: New

860-083-0200
Electric Company Revenue Requirements

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

(a) If the electric company is involved in a general rate proceeding usj a test year
that is reasonably representative of the compliance year and that results ihe
Commission issuing a final order no later than January 1 of the compliance year,
annual revenue requirement is the total revenue the Commission authiaes an electric
company the opportunity to recover in Oregon rates before the application ofredits
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 aded in
accordance with ORS 469A.100(3); or
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(b) For a compliance year not involving a general rate proceeding under
subsection (1)(a) of this rule, annual revenue requirement is the amouproduced by
the following calculation:

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

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

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

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

(C) In the sum calculated under subsection (1)(b) of this rule, adjti$or 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 efiéc company
that is subject to a renewable portfolio standard in the following caleshar year under
ORS 469A.052 must file its proposed annual revenue requirement for the folling
compliance year on or before November 15, 2010, and annually thereafter.

(3) On or before December 1, 2010, and annually thereafter, each electric cosamy
must amend its filing made under section (2) of this rule for any updatetenewable
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 cphance filing by
December 1 in the year preceding the compliance year or 14 days from tbetered date
of the Commission’s final order in the general rate proceeding, whicheves later. The
compliance filing must calculate the total revenue the Commissicauthorized the
electric company the opportunity to recover in Oregon rates in the finalate proceeding
order, adjusted for amounts and costs as needed under ORS 469A.100(3).

Stat. Auth.: ORS 756.040, 757.659, 469A.065
Stats. Implemented: ORS 469A.100
Hist.: New

860-083-0300
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Compliance Standards

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

(2)(a) The cost limit under ORS 469A.100(6) for an electricity service supph
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 segvi
areas the electricity service supplier sells electricity. The wagts are the retail sales in
megawatt-hours by the electricity service supplier in the servicareas of electric
companies subject to ORS 469A.052 for a compliance year.

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

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

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

(B) For the electricity service supplier, the average cost of compliae@xceeds the
cost limit in section (2) of this rule.

(b) In determining compliance with the applicable renewable poifblio 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 electricrapany
or electricity service supplier may elect to use alternative compliar@ payments to
comply with the applicable renewable portfolio standard. The Commissn may also
require an electric company or electricity service supplier to usalternative compliance
payments to comply with the applicable renewable portfolio standard ithe alternative
compliance payments would not cause the electric company or electservice 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 mustse, in chronological
order from first issued to last issued, its banked renewable energyrtificates under
ORS 469A.140(2)(a) and (2)(b), subject to the limitations under ORS 469A.145,
before using certificates issued in the compliance year or betwedanuary 1 through
March 31 of the year following the compliance year.

(C) Subject to the limitations under ORS 469A.145 and the cost limit unde
ORS 469A.100, if the banked renewable enerqgy certificates each electriecngany or
electricity service supplier uses are not sufficient to achieve cgitmnce with the
applicable renewable portfolio standard, the electric company or eledtity service
supplier must use renewable energy certificates issued or acged in the compliance
year or between January 1 through March 31 of the year following the compliance
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year, or make an alternative compliance payment, up to the amount required for
compliance with the applicable standard. Bundled renewable energy rticates 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 469A0, the
electric company or electricity service supplier is not requiredo use additional
renewable energy certificates or make an alternative compliance paymetat meet the
applicable standard.

(c) The costs of renewable energy certificates used to determineetimer the cost
limit has been reached must be from the applicable compliance repor

Stat. Auth.: ORS 756.040, 757.659, 469A.065

Stats. Implemented: ORS 469A.050, 469A.052, 469A.065, 469A.070, 469A.100,
469A.140, & 469A.145

Hist.: New

OAR 860-083-0350
Compliance Reports by Electric Companies and Electricity Servic8uppliers

(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 ftr 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 failre 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 portfad standard contained in
ORS 469A.065 and sells electricity to retail electricity consumers in theervice
territories of electric companies subject to ORS 469A.052 must file a reg with the
Commission demonstrating compliance, or explaining in detail its failre to comply,
with OAR 860-083-0300(1) for the preceding compliance year.

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

(a) The total number of megawatt-hours sold to retail electricity consugrs covered
by ORS 469A.052 by the electric company or sold in the service areas of each elect
company covered by ORS 469A.052 by the electricity service supplier.

(b) The total number of renewable energy certificates, identifi¢ as either
unbundled or bundled certificates, acquired in the compliancgear and used to meet
the renewable portfolio standard.

(c) The total number renewable energy certificates, identified asteer unbundled
or bundled certificates, acquired on or before March 31 of the year followinghe
compliance year and used to meet the renewable portfolio standard.
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(d) The total number and cost of unbundled renewable energy certdates, identified
as either banked or non-banked certificates, used to meet the renewalportfolio
standard.

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

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

(q) For electric companies, unless otherwise provided under sulusien (2)(k) of this
rule, the total number of renewable energy certificates includedithe rates of Oregon
retail electricity consumers that were sold since the last compliae report, including:

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

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

(h) Unless otherwise provided under subsection (2)(k) of this re] for each
generating facility associated with the renewable energy certificatéscluded in
subsections (2)(b), (c), (f), or (q) of this rule the following informaadn:

(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 megawadipacity
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 certificas; and

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

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

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

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

(D For each electric company, a detailed explanation of any material devianhs
from the applicable implementation plan filed under OAR 860-083-0400, as
acknowledged by the Commission.

(m) As specified in OAR 860-083-01Q@he total number and cost of bundled
renewable energy certificates used for compliance.
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(n) For each electric company, its projected annual revenue requement as
calculated in OAR 860-083-0200 and its total cost of compliance.

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

(p) For each electric company, an accounting of the use of the renewablemy
certificates and alternative cost payments consistent with OAR 860-083800(3) if the
cost limit in ORS 469A.100(1) is reached for the compliance year.

(q) For each electricity service supplier, an accounting of the asf the renewable
energy certificates and alternative cost payments consistent with GR860-083-0300(3)
if the cost limit in OAR 860-083-0300(2) is reached for the compliance year.

(r) As specified in OAR 860-083-010ahe number and total cost of all bundled
renewable energy certificates issued.

(s) As specified in OAR 860-083-010€he number and total cost of bundled
renewable energy certificates issued that are associated with newalifying electricity
since the last compliance report.

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

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

(5) Upon conclusion of the Commission review of the report in sectiof)(of this
rule, the Commission will issue a decision determining whethehé electric company or
electricity service supplier complied with the applicable reneable portfolio standard
and any other determinations under ORS 469A.170(2). If the Commission detemas
that the electric company or electricity service supplier is noin 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 OR&69A.100, the
Commission may require an alternative compliance payment to addressdushortfall,
impose a penalty, or both.

(6) Each electric company subject to ORS 469A.052 and each electricity\see
supplier subject to ORS 469A.065 must post on its web site the public pion of the
four most recent annual compliance reports required under this ruleand provide a
copy of the most recent such report to any person upon request. The didportions of
the most recent compliance report must be posted within 30 days dfe Commission
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decision in section (5) of this rule. The posting must include any Conigsion
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 seevstipplier
subject to ORS 469A.065 must provide information about its compliance repotb its
customers by bill insert or other Commission-approved method. The imfmation must
be provided within 90 days of the Commission decision in section (5) of shiule or
coordinated with the next available insert required under OAR 860-038-0300 he
information must include the URL address for the compliance reportposted under
section (6) of this rule.

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

Stat. Auth.: ORS 756.040, 757.659, 469A.065
Stats. Implemented: ORS 469A.050, 469A.052, 469A.055, 469A.070 & 469A.170
Hist.: New

OAR 860-083-0400
Implementation Plans by 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, eagelectric
company that is subject to ORS 469A.052 must file an implementation plan ued
ORS 469A.075.

(2) The implementation plan for an electric company subject to ORS 469852 must
include the following information for the next odd-numbered compliarce year and each
of the four subsequent compliance years:

(a) The annual megawatt-hour target for compliance with the applicable mewable
portfolio standard based on the forecast of electricity sales to its Oregagtail
electricity consumers.

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

(c) ldentification of the generating facilities, either owned by the@ampany or under
contract, that are expected to provide renewable energy certificatesrfcompliance with
renewable portfolio standard. Information on each generating facility mustnclude:

(A) The renewable energy source,;

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

operational;
(C) The state where the facility is located or is planned to be located; @n
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(D) Expected annual megawatt-hour output for compliance from the fatty for the
compliance years covered by the implementation plan.

(d) A forecast of the expected incremental costs of new qualifyingeetricity for
facilities or contracts planned for first operation in the compliance yar, consistent with
the methodology in OAR 860-083-0100.

(e) A forecast of the expected incremental cost of compliance, the casfigising
unbundled renewable energy certificates and alternative compliamcpayments for
compliance, compared to annual revenue reguirements, consistenttivihe
methodologies in OAR 860-083-0100 and OAR 860-083-0200, absent consideration of
the cost limit in OAR 860-083-0300.

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

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

(4) If there are material differences in the planned actions in seohn (2) of this rule
from the action plan in the most recently filed or updated integratedesource plan by
the electric company, or if conditions have materially changed from the calitions
assumed in such filing, the company must provide sufficient documttion to
demonstrate how the implementation plan appropriately balances risks ahexpected
costs as required by the integrated resource planning quidelines 1.b and c. of
Commission Order No. 07-047 and subsequent quidelines related to immlentation
plans set forth by the Commission. Unless provided in the most recepnfiiled or
updated integrated resource plan, an implementation plan for an eledtr company
subject to ORS 469A.052 must include the following information:

(a) At least two forecasts for subsections (2)(d), (e), and (f) of this rulene forecast
assuming existing government incentives continue beyond their curreexpiration date
and another forecast assuming existing government incentives do not continoeyond
their current expiration date.

(b) A reasonable range of estimates for the forecasts in subsectiongdd?)(e), and (f)
of this rule, consistent with subsection (4)(a) of this rule and thanalyses or
methodologies in the company’s most recently filed or updated integradl resource
plan.

(5) Under the following circumstances, the electric company nst, for the applicable
compliance year, provide sufficient documentation or citations to daonstrate how the
implementation plan appropriately balances risks and expected costs eexjuired by the
integrated resource planning guidelines in 1.b. and c. of Commissidirder No. 07-047
and subsequent guidelines related to implementation plans set fortly the
Commission:
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(a) The sum of costs in subsection (2)(e) of this rule is expected to berfpercent or
more of the annual revenue requirement in subsection (2)(e) of thigle for any
compliance year covered by the implementation plan;

(b) The company plans, for reasons other than to meet unanticipated congencies
that arise during a compliance year, to use any of the following compliance nhetds:

(A) Unbundled renewable energy certificates;

(B) Bundled renewable energy certificates issued between Janyak through
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 certificatancluded 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 spéed in a
Commission acknowledgment order on the previous implementation plan arghy
relevant conditions specified in the most recent acknowledgmentde&r 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 etac
company has not filed a proposal for expending such funds for the purpasallowed
under ORS 469A.180(5), the implementation plan must include the electrimmpany’s
plans for expending or holding such funds. If the plan is to hold suclunds, the plan
should indicate under what conditions such funds should be egpded.

(8) The Commission will acknowledge the implementation plan in thillowing
manner:

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

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

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

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

(b) Each electric company must provide a copy of the public portions @fhe most
recently filed implementation plan to any person upon request, untihe Commission
has issued an acknowledgement order on such plan.
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(10) Consistent with Commission orders for disclosure under OAR 860-038-0300,
each electric company must provide information about the implementain plan to its
customers by bill insert or other Commission-approved method. The imfmation 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.HE
information must include the URL address for the implementation planposted under
subsection (9)(a) of this rule.

Stat. Auth.: ORS 756.040, 757.659, 469A.065
Stats. Implemented: ORS 469A.055 & 469A.075
Hist.: New

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 alternativempliance rate
for the next even-numbered compliance year and the year immediatelglfowing that
even-numbered compliance year for each electric company subjectrenewable
portfolio standards contained in ORS 469A.052.

(2) The Commission will consider the following factors, and any other faots it
determines are appropriate for the circumstances, when setting an alnative
compliance rate for an electric company to provide an adeguate incentier the
electric company to purchase or generate qualifying electricity in lieof using
alternative compliance payments to meet the applicable renewabl@nfolio standard
set forth in ORS 469A.052:

(a) Forecasts of the likely costs of hew gualifying electricity compagieo the cost of
non-qualifying electricity.

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

(c) The number of unbundled renewable energy certificates thdextric company
anticipates using to meet the applicable renewable portfolio standard.

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

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

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

(i) Banked renewable energy certificates; and

(iii) Alternative compliance payments;

(B) The timing of electricity purchases;
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(C) The relevant market prices for electricity purchases and unbuodled renewable
enerqgy certificates;

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

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

(F) Good faith forecasting differences associated with the projectedimber of retail
electricity consumers served and the availability of gualifying electaity; and

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

(3) The Commission may consider the following additional factors whesetting an
alternative compliance rate for an electric company:

(a) Uncertainties associated with forecasts of the incremental castnew qualifying
electricity and the incremental cost of compliance in implementabin 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 incentives for renewable resources will be extded beyond
current sunset dates.

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

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

(B) The effects of current and potential policies by other states anti¢ federal
government on the availability and price of renewable enerqgy certificates.

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

(4) The Commission may approve the use of the alternative compliancenfis in the
holding accounts described in ORS 469A.180(4) for the purposes specifiad i
ORS 469A.180(5) upon a filed request by the electric company, in an order isdugoon
conclusion of the electric company’s general rate case or in anothergeeeding as
directed by the Commission.

(a) If such funds are used for the acquisition of qualifying electrity, the renewable
enerqgy certificates associated with such electricity may be used bhetelectric 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 ord¢hat all or a
portion of such funds be transferred to the nongovernmental entityeceiving funds
under ORS 757.612(3)(d). The Commission may specify the proportions of transfed
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funds that are to be used for acquiring qualifying electricity and for eergy
conservation programs within the electric company’s service area.

(c) If an electric company requests or proposes to use or transfer sufimds, it must
notify persons appearing on the service list of the most recent implem&tion plan
acknowledgement proceeding for the electric company. The Commissionlhallow an
opportunity for public comment before making a decision to expend suchuhds.

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

(a) The findings of the Legislative Assembly in enacting the renewabg®rtfolio
standards.

(b) Timeliness of the proposed use of such funds compared to other fiing
opportunities.

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

(d) The likely impacts of using such funds for the acquisition obing-term qualifying
electricity.

(e) Whether there are opportunities to fund cost-effective enerqy cearvation
programs within the electric company’s service area beyond a level thatight not
otherwise be achieved.

(f) Whether there are opportunities to fund cost-effective effi@ncy upgrades to the
electricity generating facilities owned by the electric company beyaha level that might
not otherwise be achieved.

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

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

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

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

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

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

Stat. Auth.: ORS 756.040, 757.659, 469A.065
Stats. Implemented: ORS 469A.055 & 469A.180
Hist.: New
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