













































































ORDER NO. 26-242
Docket No. AR 676
June 16, 2026
Page 26

mechanism supports significant investment needs without becoming a routine
alternative to managing within the broader MRP framework.

Final Recommendation

Staff recommends inclusion of a targeted supplemental capital funding mechanism
balanced with adjustment factors in utility multi-year rate plans. Design, scope, and
calibration of the mechanism to be addressed in Phase 2.

Earnings Sharing Mechanism (ESM)

. . . . ; Staff

Decision Primary . . Potential Risks / .

Point Options Potential Benefits Limitations Recon:)r:endatl

¢ No ESM may strengthen * vaeeglzei%%rnecsesr']\tﬁsganng
Earnings performance incentives. ’
. No ESM .
Sharing : Somnfet * ESM can balance risk and ) Nc?JsEtirl\nﬂeTay reduce Include ESM
Mechanis Y ry protect customers from ) .
m (ESM) e Deadbands over-earning while confidence/perceived
preserving incentives. |mbalapce in risk
allocation.

Staff recommends including an earnings sharing mechanism (ESM) to help address the
possibility that realized utility earnings materially differ from expected earnings over the
course of a plan. In isolation, longer-duration indexed MRPs perform well in forecasting
a utility's revenue needs under typical market and planning conditions. However, in
periods of load and capital investment volatility - like Oregon is experiencing now, a
longer-duration index may not be sufficient on its own. Staff's proposed capital funding
mechanism, decoupling mechanism, and ESM are meant to account for this by
providing relief valves and adjustments to the index to account for non-standard
conditions. In particular, an ESM will help provide a structured means of addressing
sustained over- or under-earnings while reducing pressure to reopen rates when
outcomes diverge from expectations. In the context of Staff’'s proposal for an indexed-
based MRP with decoupling, a capital funding mechanism, PIMs, and formulaic revenue
adjustments, an ESM can also help ensure that the utility maintains strong cost-
management incentives without achieving sustained over- or under-earnings that do not
correspond to customer value. Decoupling addresses volume risk, a capital funding
mechanism adjusts revenues to account for large capital projects, while PIMs and
service-quality mechanisms target specific performance outcomes. An ESM
complements these tools by addressing broader financial variance, both upside and
downside, that may arise when actual conditions diverge from the assumptions
underlying the index formula.

That said, an ESM is not intended to function as a primary ratemaking tool or substitute
for utility cost management within an indexed MRP. Staff views the mechanism as a
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limited backstop that may help moderate sustained earnings outcomes that fall
meaningfully outside expectations while preserving the broader incentives associated
with managing within a multi-year budget. Overly expansive earnings sharing can
weaken incentives associated with indexed ratemaking and recreate outcomes that
more closely resemble traditional cost-of-service regulation; while the absence of an
ESM may increase concerns regarding persistent over- or under-earnings and place
greater reliance on reopeners or frequent rate proceedings when conditions depart from
expectations. Further, relying solely on reopeners or off-ramps for earnings drift
weakens the stability and predictability that the MRP framework should provide. An
ESM helps avoid this by providing a structured, transparent mechanism for moderating
sustained earnings deviations so that reopeners and off-ramps remain tools of last
resort. The Commission may also need to consider how the design and scope of a
supplemental capital funding mechanism affects overall earnings variability, because
that variability ultimately flows through to the ESM.

Staff recommend inclusion of an ESM in Phase 1 while leaving key design elements to
Phase 2. Staff anticipates that Phase 2 will evaluate earnings bands, sharing
approaches, symmetry, customer protections, and interaction with other MRP
components. Staff’s current thinking is that a carefully designed ESM may help support
a durable indexed framework by balancing customer and utility interests without
undermining the incentives associated with multi-year ratemaking.

Comments

Comments regarding earnings sharing mechanisms reflected differing views regarding
how much earnings risk should be retained by utilities and the role of backstop
protections within an indexed MRP framework.

Energy Advocates and OSSIA supported inclusion of an earnings sharing mechanism
and emphasized the importance of maintaining accountability where utility earnings
materially exceed expectations during an MRP. These stakeholders generally viewed an
ESM as an important complement to a longer-duration indexed framework, particularly if
utilities are afforded greater flexibility to manage within a multi-year budget. CUB
similarly supported customer protections that address sustained over-earnings and
emphasized transparency and appropriate sharing of benefits when utility performance
materially exceeds expectations. Renewable Northwest expressed greater interest in
ensuring the framework supports long-term planning and policy implementation while
maintaining reasonable protections for customers.

Utilities expressed greater caution regarding earnings sharing and emphasized that an
indexed MRP already increases exposure to uncertainty relative to traditional cost-of-
service regulation. Several utilities cautioned that overly aggressive earnings sharing
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could weaken incentives associated with indexed ratemaking, reduce opportunities to
retain efficiencies, or dampen investment incentives during a period of significant
system transition. Utilities also emphasized the importance of considering earnings
sharing alongside other MRP components, including adjustment factors, revenue
decoupling, and supplemental capital funding mechanisms.

AWEC emphasized accountability and customer protections but also raised questions
regarding calibration, symmetry, and the extent to which an ESM should moderate utility
earnings risk without weakening incentives or increasing complexity.

Staff Response

Staff recognizes stakeholder concerns regarding both sustained over-earnings and the
potential for earnings sharing to weaken incentives associated with indexed ratemaking
if designed too aggressively. Staff also recognizes utility concerns that earnings
outcomes should be evaluated in the context of the broader MRP framework, including
adjustment factors, revenue decoupling, and other mechanisms intended to moderate
risk over the course of a plan. Comments also raised important considerations
regarding symmetry, the degree of earnings exposure utilities should retain, and how an
ESM may influence incentives for operational performance and investment.

Staff's recommendation reflects the view that a limited ESM can help support
confidence in a longer-duration indexed framework without becoming a substitute for
utility cost management or a routine earnings reset mechanism. Staff expects Phase 2
to evaluate ESM design alongside other MRP components so that decisions regarding
earnings bands, sharing approaches, symmetry, and customer protections are
considered in the context of the broader framework and appropriately balance
accountability, incentives, and risk allocation.

Final Recommendation
Staff recommends inclusion of an earnings sharing mechanism in utility multi-year rate
plans, with calibration and design to be addressed in Phase 2.
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Performance Incentive Mechanisms (PIMs)

. . . n - Staff
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Point Options Potential Benefits Limitations Recon:)r:endatl
Broad accountability . . Moderate PIM
High complexity and .
across many outcomes L . portfolio:
Mav better ali it administrative burden
PIM portfolio policy diluted/conflicting Require a
goals incenti minimum PIM
Can include exploratory incentives . tin all MRP
backstop, and shadow ’ Harder to design, S ider
P calibrate and monitor and consider
PIMs additional PIMs
in Phase 2
Focused incentives on .
Performan highest-priority outcomes May miss opportunities Requlredl
ce Lower complexity; clearer outside priority areas backstop PIM
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ms (PIMs) targeted, backstop, and incentive conflicts sate Y,
shadow PIMs customer
service
Required
Simple, low-risk, low-cost Minimal accountability outca:c:ge _PIM
to administer Weak alignment with S:
No PIM Shadow PIMs ca olicy goals customer
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Staff recommends including a narrow set of high impact PIMs with specific metrics,
targets, incentive levels, and implementation details developed in Phase 2. PIMs can
help ensure that utilities managing within an indexed revenue cap do not achieve cost
savings by reducing performance at the expense of customers while also meeting

community, state policy, and Commission priorities.

SB 688 also helps set priorities for the use of PIMs for electric utilities and creates an
opportunity to align the MRP framework with performance areas such as reliability,
customer service, cost containment, investment efficiency, emissions reductions,
distributional equity, and resilience. PIMs should be used carefully within that structure.
They can provide accountability where transparency alone may be insufficient, but they
are difficult to get right and can counteract cost discipline and predictability, increase
complexity, create conflicting incentives, or impose financial consequences in areas
where performance is not clearly measurable or within reasonable utility control. Staff
also notes that a common response to the challenge of setting effective PIMs is an
overreliance on informational performance metrics. Staff seeks to prioritize thoughtfully
designed PIMs over reporting requirements that will not directly impact the success of
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the MRP framework at the outset of MRP implementation. As noted, more complexity
can be added over time if desired.

Staff believes PIM integration should begin with a targeted, outcomes driven approach.
As such, Staff also recommends that the Commission identify a minimum set of PIM
areas that must be included in all MRPs. Specifically, Staff initial proposal in Phase two
is that each plan should include three backstop PIMs targeted toward 1) reliability, 2)
safety, and 3) customer service; and three outcome PIMs related to 1) customer
disconnections, 2) asset utilization, and 3) progress on community based renewable
energy acquisition targets for electric utilities. Staff’s final recommendation will be
informed by what can be implemented with a clear and measurable PIM.

Staff recommends that Phase 2 treat these six areas as a baseline for all MRPs and
use the Phase 2 process to determine whether additional PIMs, shadow PIMs, or other
performance tools are warranted. Further, Staff does not expect Phase 2 rules to
necessarily prescribe detailed PIM designs. Rather, it is more likely that rules will
specify the requirement to include backstop, outcome, and other types of PIMs, with
specific designs and incentives adopted by Commission order. This approach maintains
flexibility, minimizes premature prescriptiveness, and preserves the ability to tailor PIM
structures to utility-specific conditions while ensuring a consistent, minimum
accountability framework across MRPs.

Comments

Comments on PIMs reflected broad interest in accountability but different views
regarding urgency, scope, and sequencing. OSSIA urged the Commission to prioritize
penalty-based backstop PIMs tied to measurable progress toward HB 2021, small-scale
renewable acquisition, coal transition requirements, and other clean energy obligations.
OSSIA emphasized that metrics and reporting may improve transparency but may not
meaningfully influence utility behavior without financial consequences. Renewable
Northwest placed greater emphasis on translating investment efficiency, asset
utilization, and efficient clean energy development into concrete metrics and incentive
structures, including approaches that encourage better use of existing transmission and
generation assets before additional infrastructure is pursued.

PGE supported further exploration of Staff’'s proposed backstop and outcome-based
PIM categories but urged a data-driven and staged process. PGE recommended that
Phase 2 focus on PIM categories and principles, with specific metrics, targets, and
incentive levels evaluated in utility-specific proceedings. PGE also emphasized statutory
and policy alignment, utility controllability, measurable baselines, flexibility, and
demonstrated precedent as important design principles.
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Utilities were more cautious about broad or immediate earnings-at-risk exposure and
emphasized the need to avoid overly complex, duplicative, or technology-specific PIMs.
Natural gas utilities questioned whether PIMs should be a required feature of gas
MRPs, while electric utilities were more open to continued discussion of performance
metrics and accountability in areas connected to SB 688 and evolving electric system
needs. AWEC emphasized careful calibration and cautioned against duplicative
mechanisms or incentives in areas already governed by legal obligations or existing
regulatory oversight.

Staff Response

Staff agrees that PIMs should not be broad, automatic, or untethered from clearly
defined outcomes. The comments identify several design constraints that should guide
Phase 2: PIMs should be measurable, within reasonable utility influence, aligned with
statutory and Commission priorities, and designed to avoid duplicative rewards or
penalties.

Staff appreciates the emphasis on foundational service areas for consideration as
limited backstop PIMs, including reliability, safety and customer service. Staff agrees
these are areas where cost reductions should not come at the expense of baseline
performance and where customers may be directly harmed by degradation in utility
service. Staff also sees value in further evaluating several goal-oriented areas raised in
comments and has reflected this in the final recommendation requiring a baseline of
asset utilization and CBRE acquisition PIMs, among others. Staff expects Phase 2 will
continue to explore other areas identified by stakeholders, including HB 2021
compliance, coal transition requirements, and equity and resilience outcomes. These
areas raise important accountability considerations but also must account for utility
controllability and other intersections with the regulatory framework.

Staff also agrees that metrics and scorecards will not always be sufficient. In areas
where measurable outcomes and meaningful utility influence justify financial
consequences, PIMs may be appropriate to ensure accountability. Staff’s
recommendation therefore preserves PIMs as part of the framework while signaling a
targeted and strategic approach: establish a minimum set of required backstop and
outcome-area PIMs now and use Phase 2 to determine whether these areas should be
implemented as financial PIMs, shadow PIMs, or other performance tools, and to
consider whether additional PIMs are warranted.

Final Recommendation

Staff recommends requiring three backstop PIMs (reliability, safety, customer service)
and three outcome-area PIMs (customer disconnections, asset utilization, and CBRE
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acquisition targets for electric utilities) in all MRPs, with designs and additional PIM
addressed in Phase 2, and with final PIMs adopted by Commission order.

Capex/opex equalization

Staff recommends continued exploration of capex/opex equalization as part of the
transition to MRPs because the broader shift to indexed ratemaking creates an
opportunity to revisit longstanding incentive structures and evaluate whether more
neutral treatment of investments and operational solutions could better support least
cost outcomes. Under traditional ratemaking, utilities generally have greater opportunity
to earn a return on capital investments than on operating expenditures. In some
circumstances, this dynamic may create incentives that favor capital-intensive solutions
over operational approaches, distributed resources, non-wires or non-pipeline
alternatives, or other lower-cost options that may better align with customer affordability
and long-term system value. This consideration is increasingly relevant as utilities
evaluate a wider range of solutions to address load growth, reliability, resilience,
emissions reduction requirements, and changing customer needs.

Staff believes its proposal, inclusive of an index-based revenue cap and revenue
decoupling, may partially reduce this dynamic by increasing flexibility regarding how
utilities manage expenditures within a multi-year budget framework. However, Staff also
finds that additional discussion may be warranted regarding whether further
mechanisms should be considered to improve neutrality between capital and
operational solutions and better align utility incentives with least-cost outcomes.

Staff is not recommending the Commission make a decision on the use of a capex/opex
equalization mechanism in Phase 1. Potential approaches, implementation
considerations, and interactions with other MRP components warrant further evaluation.
Staff recommends that Phase 2 discussions explore whether additional policy changes
are appropriate, the circumstances in which equalization mechanisms may provide
value, and how such approaches would interact with broader MRP objectives.

Comments

Stakeholder comments acknowledged the importance of aligning utility incentives with
efficient decision-making, though parties differed regarding the extent to which
additional intervention is necessary to address potential capital bias.

Clean energy and consumer stakeholders generally supported continued discussion of
mechanisms that improve neutrality between capital and operational solutions and
reduce incentives that may favor traditional infrastructure investment where lower-cost
alternatives are available. Utilities generally expressed caution regarding additional
mechanisms and emphasized the importance of preserving flexibility to pursue needed
infrastructure investments and maintaining financial stability.
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Staff Response

Staff agrees that questions regarding capital bias and procurement neutrality warrant
additional discussion but finds that further evaluation is appropriate before
recommending a specific mechanism. Staff views this issue as closely related to
broader MRP design choices, including revenue decoupling, supplemental capital
funding mechanisms, and performance incentives. Phase 2 provides an opportunity to
further evaluate whether additional mechanisms are warranted and, if so, how they may
best support the Commission’s regulatory objectives.

Framework Standardization

The degree of standardization built into the MRP framework will meaningfully shape
how the framework functions in practice. Decisions regarding which elements are
standardized in rule, which remain utility-specific, and where flexibility is preserved will
influence transparency, administrative efficiency, comparability across utilities,
implementation burden, and the durability of the framework over time. Staff
recommends enough standardization to establish clearer expectations for a disciplined
MRP design while preserving room for targeted flexibility where utility-specific
circumstances warrant different treatment.

A more standardized framework may provide several advantages. Standardization can
improve regulatory efficiency by reducing the need to relitigate foundational MRP design
choices in each utility proceeding and may support more consistent expectations
regarding utility planning, risk allocation, and performance over time. A clearer and more
consistent framework may also strengthen incentives associated with multi-year
ratemaking by establishing shared expectations regarding how utilities are expected to
manage within a multi-year budget structure. Greater standardization may also improve
transparency and comparability across utilities and support a more durable
implementation.

That said, a highly standardized framework may not fully account for meaningful
differences in utility operating conditions, customer mix, capital investment needs, load
growth, existing ratemaking structures, or statutory obligations. Electric and natural gas
utilities face different sources of uncertainty and operational expectations over a multi-
year period. To this end, a more case-by-case approach may provide greater flexibility
to tailor implementation to utility-specific circumstances.

Staff's recommendations throughout this report reflect an effort to balance these
competing considerations. Staff has recommended a degree of standardization in
Phase 1 by narrowing several foundational decision points that shape the overall
structure of the framework, including plan duration, MRP type, use of revenue
decoupling, inclusion of earnings sharing mechanisms, use of performance incentive
mechanisms, and the inclusion of adjustment factors and a supplemental capital funding

APPENDIX A
Page 33 of 38



ORDER NO. 26-242
Docket No. AR 676
June 16, 2026
Page 34

mechanism. Staff views these recommendations as important signals regarding the
intended direction of Oregon’s MRP framework and as a means of improving
predictability, preserving discipline, and aligning implementation with the principles,
goals, and outcomes identified in this proceeding.

Staff anticipates that Phase 2 discussions will provide an opportunity to incorporate
targeted flexibility where warranted and evaluate how the framework should be
calibrated across differing utility conditions. In Staff’s view, the value of standardization
is greatest where it establishes clearer expectations, improves regulatory efficiency, and
reinforces the discipline associated with multi-year ratemaking. The value of case-by-
case implementation is greatest where utility-specific conditions materially influence
outcomes or where flexibility is necessary to preserve durability and effective
implementation. Staff's recommendations therefore reflect an effort to establish a
sufficiently consistent framework to guide implementation while preserving flexibility in
areas where additional tailoring may improve outcomes.

Comments
Stakeholder comments reflected differing views regarding the appropriate balance
between standardization and utility-specific implementation.

Utilities generally supported greater case-by-case flexibility and cautioned against
prescribing foundational MRP elements in a manner that may not reflect differing utility
circumstances. Several utilities emphasized differences in capital planning needs, load
conditions, customer characteristics, and operational uncertainty and argued that these
differences warrant utility-specific implementation decisions. Electric utilities generally
emphasized changing load conditions and infrastructure needs, while natural gas
utilities emphasized uncertainty regarding throughput and future demand.

Energy Advocates, OSSIA, Renewable Northwest, and several consumer and clean
energy stakeholders generally supported greater standardization of foundational MRP
elements, emphasizing that consistency is important to preserving accountability,
improving regulatory efficiency, and ensuring MRPs produce meaningful changes in
incentives and outcomes. Several stakeholders cautioned that an overly case-by-case
approach risks weakening the effectiveness of the framework and recreating existing
ratemaking practices through repeated relitigation of core design questions.

AWEC generally supported a balanced approach that establishes clear guiding
principles while preserving flexibility to account for utility-specific differences and
customer impacts. AWEC emphasized that some design choices may warrant utility-
specific calibration and cautioned against prematurely locking in highly prescriptive
requirements before complementary MRP elements are fully developed.
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Staff Response

Staff agrees that effective implementation requires balancing consistency with flexibility
and that neither a fully standardized nor entirely case-by-case framework is likely to
best support Oregon’s objectives. Staff also agrees that utility-specific operating
conditions matter and that implementation details may reasonably vary across utilities
and customer classes.

That being said, Staff finds value in establishing greater clarity regarding core
framework elements during Phase 1. A framework that leaves too many foundational
questions unresolved risks reducing predictability, increasing administrative burden, and
weakening the incentive and discipline benefits associated with multi-year ratemaking.
Staff therefore finds merit in establishing clearer direction regarding key structural
components while preserving flexibility in how those components are calibrated and
implemented.

Reflecting differences between electric and natural gas

Throughout this proceeding, stakeholders raised important questions regarding whether
the MRP framework should differ between electric and natural gas utilities. These
discussions reflected meaningful differences in operating conditions, policy context,
planning horizons, customer expectations, and investment needs. At the same time,
they also raised broader questions regarding how much differentiation is necessary to
support effective implementation without weakening the consistency, predictability, and
discipline sought through a multi-year framework.

Electric and natural gas utilities face different sources of uncertainty that may influence
how an MRP functions in practice. As mentioned in various parts of this Staff report,
electric utilities are experiencing changing load conditions associated with electrification,
economic development, and large customer growth, alongside increasing infrastructure
needs related to reliability, resilience, transmission, and statutory clean energy
requirements. These dynamics may create significant capital investment needs and
greater uncertainty regarding the timing and scale of future system demands. Natural
gas utilities face a different set of challenges, including uncertainty regarding future
throughput, emissions reduction requirements, long-term system utilization, and the
pace at which customer demand may change over time. These differences affect how
utilities experience risk and how individual MRP components may function over a multi-
year term.

Staff does not find that these differences necessarily require wholly separate MRP
frameworks or fundamentally different regulatory objectives. Many of the challenges
identified in this proceeding, including increasing regulatory burden, concerns regarding
cost management, the need for greater predictability, and interest in stronger alignment
between utility incentives and policy outcomes, are relevant across utility types. The
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principles, goals, and outcomes identified in this proceeding also remain broadly
applicable, including affordability, customer protection, administrative efficiency,
investment discipline, and long-term system value.

Staff’'s recommendations throughout this report reflect an effort to establish a framework
that is sufficiently durable to operate across differing utility conditions while preserving
targeted flexibility where differences are warranted. Staff has therefore recommended
greater consistency in foundational framework elements, including plan duration, MRP
type, revenue decoupling, earnings sharing, and performance incentives, while
recommending that calibration and implementation details occur in Phase 2. In Staff’s
view, this approach allows the Commission to establish clearer expectations and
preserve the discipline associated with multi-year ratemaking without assuming that
identical implementation is appropriate across utilities.

Phase 2 discussions will provide an opportunity to further evaluate where utility-specific
differences warrant tailored approaches and where consistency creates greater value.
This may include consideration of differing capital investment needs, customer class
treatment, risk allocation, adjustment factors, decoupling structures, performance
incentives, and interactions with utility-specific planning obligations. Staff anticipates
that implementation experience will also inform whether additional differentiation
becomes necessary over time.

Other Phase 2 Issues

Several additional issues will be addressed in Phase 2 that are not specific to Staff’s
MRP framework. Staff summarizes these issues below.

Exception process, reopeners, and offramps

Staff did not include the exceptions process, reopeners or offramps as part of the Phase
1 decision points; however, these are important components in longer-duration MRPs.
Staff recommends the exploration and design of these tools occur as part of Phase 2 to
ensure they support the broader strategy and provide targeted flexibility to address
unforeseen circumstances without undermining the discipline and effectiveness of the
MRP framework. While related, each mechanism serves a different function. The
exception process, a required component under HB 3179, allows utilities to request an
exception from requirements established by rule governing the MRP framework where
utility-specific circumstances may warrant different treatment (e.g., out of sequence
filing). Reopeners provide a structured process for revisiting specific elements of an
approved MRP when predefined conditions occur or assumptions materially change.
Offramps provide a path to reset rates or exit the MRP structure before the plan period
is complete. In general, these mechanisms provide tools for addressing circumstances
that may not be fully anticipated when an MRP is approved and can help ensure the
framework remains workable over the course of a plan. That said, to maintain cost
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control, regulatory certainty, and other objectives of the MRP structure, these tools are
typically for rate circumstances when ratepayer or utility health is at substantial risk.

Procedural requirements

HB 3179 also requires the Commission to adopt rules that include procedural
requirements for MRPs. These rules will govern filing expectations, planning
assumptions, evidentiary support, timelines, and processes governing updates or
review during the term of an MRP. They may also address how utilities demonstrate
support for adjustment factors, capital investment, earnings protections, and any utility-
specific requests for exceptions under the framework. Staff recommends that
procedural requirements be developed as part of Phase 2, after design choices have
been established, so that filing expectations and review processes can be tailored to the
final MRP framework and support more consistent implementation across utilities.

Conclusion

The transition to MRPs is an opportunity to respond to the increasing pressure from
changing economic and utility conditions, growing regulatory complexity, and evolving
customer and policy expectations. Utilities are navigating changing load conditions,
inflationary pressures, infrastructure investment needs, and heightened expectations
regarding affordability, reliability, resilience, and emissions reductions. At the same time,
the frequency and administrative burden of rate proceedings has increased, creating
challenges for utilities, stakeholders, and the Commission alike. These dynamics
suggest value in evaluating whether Oregon’s current approach remains well-positioned
to support long-term planning, cost discipline, and effective regulatory oversight.

Staff’s proposed MRP framework reflects a set of interconnected recommendations
regarding how the Commission might structure multi-year rate plans under HB 3179.
The recommendations in this report are intended to work together: a longer planning
horizon, an indexed revenue cap, inclusive scope, adjustment mechanisms, revenue
decoupling, earnings protections, performance accountability, and supporting flexibility
mechanisms each play a role in balancing cost discipline, customer protections, and
adaptability over the course of a plan.

The Commission’s decisions in Phase 1 will shape the overall direction of the MRP
framework. Phase 2 can then focus on translating those decisions into workable rules,
metrics, thresholds, and utility-specific applications. Ultimately, Staff recommends the
Commission adopt its recommended Phase 1 MRP components as the basis of an
integrated framework. Collectively, they meaningfully balance the overall strategy of
discipline and targeted flexibility with strong incentives to align with and accomplish the
principles, goals, and outcomes established throughout this proceeding.
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PROPOSED COMMISSION MOTION:

The Commission should adopt Staff's recommended MRP framework to inform the
scope of rules developed in Phase 2:

1. Five-year duration (term);
2. Index-based revenue cap (MRP type) that includes the following
a. Adjustment Factors (index formulas |-X-S+G+Z and capital funding
mechanism);
b. Revenue decoupling mechanism;
c. Earnings sharing mechanism; and
d. Targeted use of performance incentive mechanisms (PIMs); Initial
suggestion includes PIMs in each of the following key backstop and
outcome areas for examination in Phase 2:
i. Backstop PIMs:
1. Reliability
2. Safety
3. Customer Service
ii. Outcome PIMs:
1. Customer disconnections
2. Asset utilization
3. Progress on CBRE acquisition targets (electric only);
3. Comprehensive inclusion of costs in the MRP; excluding power costs, non-
routine wildfire mitigation; and Energy Trust of Oregon funding (scope of MRP)
for the time being.
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