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L INTRODUCTION

STATUTORY OR OTHER AUTHORITY: The Washington Utilities and
Transportation Commission (Commission) takes this action under Notice WSR # 14-
18-084, filed with the Code Reviser on September 3, 2014, The Commission has
authority to take this action pursuant to RCW 80.01.040, RCW 80.04.160, and RCW
19.285.080.

STATEMENT OF COMPLIANCE: This proceeding complies with the
Administrative Procedure Act (RCW 34.05), the State Register Act (RCW 34.08), the
State Environmental Policy Act of 1971 (RCW 43.21C), and the Regulatory Fairness
Act (RCW 19.85).

DATE OF ADOPTION: The Commission adopts this rule on the date this Order is
entered.

CONCISE STATEMENT OF PURPOSE AND EFFECT OF THE RULE: RCW
34.05.325(6) requires the Commission to prepare and publish a concise explanatory
statement about an adopted rule. The statement must identify the Commission’s
reasons for adopting the rule, describe the differences between the version of the
proposed rules published in the register and the rules adopted (other than editing
changes), summarize the comments received regarding the proposed rule changes,
and state the Commission’s responses to the comments reflecting the Commission’s
consideration of them.

To avoid unnecessary duplication in the record of this docket, the Commission
designates the discussion in this Order, including appendices, as its concise
explanatory statement. This Order provides a complete but concise explanation of the
agency's actions and its reasons for taking those actions.

REFERENCE TO AFFECTED RULES: This Order amends, adopts, and repeals
the following sections of the Washington Administrative Code:

Amend WAC 480-109-010 Purpose and scope.
Amend WAC 480-109-020 Application of rules.
Amend WAC 480-109-030 Exemptions from rules in chapter 480-109 WAC.
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Additional requirements.

Severability.

Definitions.

Administrative penalties.

Conservation resources and energy efficiency
resource standard.

Conservation advisory group.

Conservation planning and reporting.
Conservation recovery adjustment.
Renewable portfolio standard.

Renewable portfolio standard reporting.
Alternatives to the renewable resource
requirement,

Adoption by reference.

Purpose and scope.

Application of rules.

Exemptions from rules in chapter 480-109 WAC
Additional requirements.

Severability.

Definitions.

I1. PROCEDURAL HISTORY

PREPROPOSAL STATEMENT OF INQUIRY AND ACTIONS
THEREUNDER: The Commission filed a Preproposal Statement of Inquiry
(CR-101) with the Code Reviser on October 2, 2013, at WSR # 13-20-127.

The statement advised interested persons that the Commission was considering

entering a rulemaking to consider whether the Commission should modify rules in
chapter 480-109 WAC to implement the statutory changes and provisions of RCW
19.285. The Commission also informed persons of this inquiry by providing notice of
the subject and the CR-101 to everyone on the Commission's list of persons
requesting such information pursuant to RCW 34.05.320(3). Pursuant to the notice,
the Commission convened a workshop for interested stakeholders on November 12,
2013, and solicited written comments by December 2, 2013. On April 9, 2014, the
Commission issued a notice announcing that it published informal draft revisions to
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the rules and soliciting written comments from stakeholders by May 9, 2014, The
Commission held a second workshop on May 15, 2014, where it received comments
from stakeholders regarding the informal draft revisions to the rules.

NOTICE OF PROPOSED RULEMAKING: The Commission filed a notice of
Proposed Rulemaking (CR-102) with the Code Reviser on September 3, 2014, at
WSR # 14-18-084. The Notice provided interested persons the opportunity to submit
written comments to the Commission by October 6, 2014. The Commission
scheduled this matter for oral comment and adoption on Wednesday, November 5,
2014, at 1:30 p.m., in the Commission's Hearing Room, Second Floor, Richard
Hemstad Building, 1300 S. Evergreen Park Drive S.W., Olympia, Washington.

RULEMAKING HEARING: The Commission considered the proposed rules for
adoption at a rulemaking hearing on November 5, 2014, before Chairman David W,
Danner, Commissioner Philip B. Jones, and Commissioner Jeffrey D. Goltz.! The
Commission heard oral comments from Clint Kalich, representing Avista Corporation
(Avista); Etta Lockey and Mary Wiencke, representing Pacific Power & Light
Company (Pacific Power); Eric Englert, representing Puget Sound Energy (PSE);
Mary Kimball, representing Public Counsel Section of the Washington Office of
Attorney General (Public Counsel); and Dina Dubson Kelley and Megan Decker,
representing Renewable Northwest (RN); and Joshua Weber, representing Industrial
Customers of Northwest Utilities. (ICNU).

III. DISCUSSION
The Commission’s goals in this proceeding are to:

e promulgate rules consistent with legislative changes made to the Energy
Independence Act (EIA) since the Commission’s rules were first adopted in
2007,

e incorporate in rules Commission precedents and preferred practices in
implementing the EIA, and

! Since the November 5, 2014, adoption hearing, Commissioner Goltz retired, and the Governor
appointed Ann Rendahl as Commissioner. Commissioner Rendahl joins in this order, having
reviewed the proposed rules, the comments submitted in response to the proposed rules, and
attended the adoption hearing while holding a staff position with the Commission.
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o engage with stakeholders to address and resolve ambiguity where appropriate.

In this part of the order we provide a short overview of the rules we adopt today and
the rationale for changes from the proposed rules or departures from Commission
precedent. Attachment A is a summary of oral comments made at the adoption
hearing, written comments provided to us by stakeholders in response to the proposed
rules, and our consideration of those comments. Some minor issues not discussed in
this order are addressed in Attachment A to this order. Attachment A is hereby
incorporated into, and made part of] this order.

A. Energy efficiency resource standard rules

WAC 480-109-100 through WAC 480-109-130 describe the process that an investor-
owned electric utility (“utility” as defined in WAC 480-109-060(31)) must follow to
meet the requirement in RCW 19.285.040(1) to “pursue all available conservation
that is cost-effective, reliable, and feasible.” The utility industry and energy policy
professionals use the term “energy efficiency resource standard” to describe state
laws that require utilities to acquire conservation.” We adopt this standard industry
terminology as the title of WAC 480-109-100. The EIA contemplates a biennial
conservation process for each utility, and we developed the conservation process, as
codified in this rulemaking, over three biennial periods.?

WAC 480-109-100 details the process a utility must use to identify conservation
potential, develop a conservation portfolio, implement conservation programs,
adaptively manage a conservation portfolio, and evaluate conservation using cost-
effectiveness tests. Section 110 describes the process for, and role of stakeholder

2 Annie Gilleo, Anna Chittum, Kate Farley, Max Neubauer, Seth Nowak, David Ribeiro, and
Shruti Vaidyanathan, The 2014 State Energy Efficiency Scorecard, American Council for an
Energy-Efficient Economy Report No. U1408, at 21 (October 2014), available at
http://aceee.org/research-report/u | 408.

* The Commission’s orders evaluating each utility’s biennial conservation filings can be found in
the dockets described in the following table.

Utility 2010-2011 biennivm | 2012-2013 bienniwm | 2014-2015 biennium
Avista UE-100176 UE-111882 UE-132045
Pacific Power UE-100170 UE-111880 UE-132047
Puget Sound Energy | UE-100177 UE-111881 UE-132043
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involvement in, a utility’s conservation advisory group. Section 120 discusses
conservation plans and reports that a utility must file with the Commission. Finally,
Section 130 provides the process that a utility must use to recover the costs of its
conservation programs.

1. Pro rata

RCW 19.285.040(1)(b) requires utilities to set a biennial conservation target “no
lower than the qualifying utility’s pro rata share” of its 10-year conservation potential.
This statutory requirement is reflected in WAC 480-109-100(3)(b) of this adopted
rule. The EIA does not define “pro rata,” but the rules the Commission promulgated
in 2007 included a definition at WAC 480-109-007(14). The rules we adopt today
change this definition.

Interpretation of the term “pro rata” was contested in the 2007 rulemaking. Some
parties argued that when there is no statutory definition, the dictionary definition of
“equal proportions” prevails, while others argued that the Commission’s definition
should provide flexibility to account for uneven ramp rates typically found in new
conservation programs. In 2007, the Commission promulgated rules providing
flexibility in the definition of “pro rata” because utilities needed to ramp up their
conservation programs to comply with the EIA, in some cases doubling their
conservation efforts.

Now that we are in the third biennial cycle of conservation, programs are no longer
ramping up and we find that there is less need for this flexibility, and a greater need
for consistency and certainty.

In this rule, we propose a new definition of “pro rata” in WAC 480-109-060(19),
consistent with its customary definition meaning equal proportions. This definition
requires a utility’s biennial conservation target to be at least 20 percent of its 10-year
conservation potential.

Northwest Energy Coalition (NWEC) supports the Commission’s proposed definition
as the plain meaning of “pro rata,” citing its arguments from the 2007 rulemaking.

4 May 9, 2014, Comments of NWEC, at 5.
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PSE and Pacific Power suggest retaining the flexibility provided in the current rule,
and argue that this definition is inconsistent with the methodology found in the
Northwest Power and Conservation Council’s (Council) Sixth Regional Power Plan
(Power Plan).’

In projecting the conservation potential of the region, the Council does not establish
targets for specific utilities or indicate how individual utility targets should be
established. Specifically, the EIA refers to the Council’s methodology in RCW
19.285.040(1)(a) when describing the projection of a utility’s 10-year conservation
potential, but the ETA does not mention the Council’s methodology in RCW
19.285.040(1)(b) when establishing utilities’ biennial conservation target. Therefore,
using our definition of “pro rata” for the purpose of establishing an individual utility’s
conservation target does not conflict with the Council’s methodology for projecting
conservation potential.

We note that Avista and Pacific Power’s approved 2014-2015 Biennial Conservation
Targets are lower than would be required under this definition.® This order does not

adjust Avista and Pacific Power’s 2014-2015 Biennial Conservation Targets; rather,

the new definition of “pro rata” will apply when we set utilities” 2016-2017 Biennial
Conservation Targets.

2. Transmission voltage

The proposed rules included a definition of transmission voltage in WAC 480-109-
060(30). PSE and Pacific Power suggested that the Commission remove this
definition as it is inconsistent with the way transmission voltage is defined by the
utilities and other government agencies.” To address this concern, we remove the
definition and add to WAC 480-109-100(3)(c)(iii) and WAC 480-109-200(8)(b) “For

the purposes of this subsection, transmission voltage is one hundred thousand volts or

% Oct, 6, 2014, Pacific Power comment form, Comment 1; Oct. 6, 2014, PSE comment form,
Comment 1.

® Avista, UE-132045, Order 01 (Dec. 19, 2013); Pacific Power, UE-132047, Order 01 (Dec. 19,
2013).

" Oct. 6, 2014, Pacific Power comment form, Comment 2: Oct. 6, 2014, PSE comment form,
Comment 6.
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higher.” This more focused use of the term “transmission voltage™ better reflects the
limited use of that term in the statute and reduces the potential for misinterpretation.

3. Energy efficiency resource standard

WAC 480-109-100 codifies with minor changes the current process utilities use to
identify conservation potential, develop, implement and adaptively manage
conservation programs, establish and comply with biennial conservation targets, and
evaluate conservation using cost-effectiveness tests. The Commission established this
process in previous orders approving utility biennial conservation plans and reports,
with conditions, over the last three biennia. These orders imposed conditions on each
utility that were negotiated by each utility, Commission Staff and stakeholders. The
substance of the conditions varied slightly from utility to utility. For this section of
the rule, our goal is to standardize those requirements and resolve ambiguity.

i. Pursue all

RCW 19.285.040(1) requires utilities to “pursue all available conservation that is
cost-effective, reliable, and feasible.” During the review of recent biennial
conservation reports, parties disagreed about whether simply acquiring sufficient
conservation to meet a biennial conservation target fulfills the requirement in the
statute to “pursue all available conservation that is cost-effective, reliable, and
feasible,” or whether additional actions were necessary.® This rule explicitly
addresses this issue.

WAC 480-109-100(1) defines the process utilities must follow to meet the obligation
to pursue all required conservation. The steps of this process are consistent with the
process ulilities currently follow to manage their conservation efforts prudently.
First, a utility must identify the cost-effective, reliable, and feasible conservation
potential in its service territory, as required by RCW 19.285.040(1)(a). WAC 480-

¥ Dockets UE-100170, UE-100176, and UE-170177, In the Matter of Evaluating Electric Utility
Conservation Achievements Under the Energy Independence Act, RCW 19.285 and WAC 480-
109, Staff Comments, at 6-7 (July 16, 2012). See also Dockets UE-100170, UE-100176, and UE-
170177, In the Matter of Evaluating Electric Utility Conservation Reports Under the Energy
Independence Act, RCW 19.285 and WAC 480-109, Staff comments, at 14-15 (March 5, 2010).
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109-100(2) provides additional detail about how a utility develops its 10-year
conservation potential.

Second, a utility must develop a portfolio designed to acquire available conservation
identified in the potential. Utilities currently develop conservation portfolios
designed to achieve or even exceed the biennial conservation target, the requirements
for which are described in additional detail in WAC 480-109-100(3). As
conservation programs have matured through the implementation of the EIA, it has
become apparent that there are more types of conservation available than just end-use
efficiency measures. As a result, the rule identifies a list of conservation types in
WAC 480-109-100(1)(b) that utilities must consider in the development of
conservation portfolios.

The third, and arguably most important part of the conservation process required by
RCW 19.285.040(1), is to implement programs that acquire cost-effective
conservation savings. Utilities retain the responsibility to implement these programs.

FFourth, utilities must engage in adaptive management of conservation portfolios, to
ensure that portfolios appropriately respond to changing market conditions during a
biennium. Adaptive management of a conservation portfolio includes conducting
pilot programs of new technologies or new approaches to engage customers in
conservation, as described in WAC 480-109-100(1)(c), and is part of pursuing all
achievable conservation resources.

In addition to the process identified in WAC 480-109-100(1), we added a definition
of the phrase “pursue all” in WAC 480-109-060(21) to make it clear that pursuing all
available conservation that is cost-effective, reliable, and feasible is a more rigorous
process than just acquiring enough conservation to meet the biennial target.

PSE suggested deleting the definition of “pursue all” in WAC 480-109-060(21)
because the language redefined the requirements of the-law to activities beyond
approval of conservation forecasts and biennial targets.” Public Counsel commented
that it does not believe that the language of WAC 480-109-060(21) and WAC 480-
109-100(1) establish separate requirements beyond the law, and that the proposed rule

? Oct. 6, 2014, PSE comment form, Comment 4.
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will help ensure a robust process for conservation portfolio development,
implementation, and adaptive management.'

We reject PSE’s argument that WAC 480-109-060(21) and WAC 480-109-100(1)
establish new requirements. Rather, the rule language describes a process that the
utilities are already largely required to follow by statute, rule, and Commission
orders. We believe that each of these steps is an important element of ensuring
prudent expenditure of ratepayer funds on conservation resources. Utilities’ current
conservation processes and plans are generally consistent with the rule we adopt
today. Currently, each utility implements programs to acquire conservation savings
from end-use efficiency, behavioral programs, and market transformation;
additionally, each utility considers the availability of savings from production and
distribution efficiency in the development of its biennial conservation plans. The
only element of process we are listing explicitly for the first time is the consideration
of all of the types of conservation in WAC 480-109-100(1)(b).

Avista voiced uncertainty at the May 15, 2014, workshop regarding how a utility
would demonstrate compliance with the requirements of WAC 480-109-100(1).
Utilities will demonstrate compliance by submitting the plans and reports required in
WAC 480-109-120 that document the actions taken to meet these requirements.
Should a stakeholder believe a utility is deficient in meeting the requirements of
WAC 480-109-100(1), it is appropriate for that stakeholder to raise the issue with the
advisory group. Failing resolution through the advisory group process, a stakeholder
may raise the issue with the Commission during our review of the plans or reports in
WAC 480-109-120. The Commission retains the authority to impose appropriate
conditions on the utility to remedy the deficiency, although the requirements of this
section are not subject to the monetary penalties of RCW 19.285.060(1).

PSE suggested that the use of the phrase “emerging conservation technologies” in
WAC 480-109-100(1)(a)(iv) introduces ambiguity and could impact the development
of conservation potential assessments.'" We recognize that there is no single industry
definition of “emerging conservation technologies” and do not attempt to define the
term in this rule. However, our intention is that “emerging conservation

10 Oct. 6, 2014, Public Counsel comment form, Comment 1.
1 Oct. 6, 2014, PSE comment form, Comment 7.




34

33

36

37

GENERAL ORDER R-578 PAGE 12

technologies™ encompasses technologies that are available but not widely deployed,
face barriers to achieving market penetration, or are under development.'”” We look to
utilities and their advisory groups to determine which technologies are appropriate to
consider adding to a conservation portfolio.

We are not persuaded by PSE’s second argument that assessing emerging
technologies would complicate conservation potential assessments. During program
implementation, utilities must consider conservation savings from a variety of
sources, including emerging technologics, as part of adaptive management of their
conservation portfolios. This work is essential to the development of new programs
during a biennium, and is not reserved to the conservation potential assessment.

Lastly, we make a few minor changes to improve clarity and consistency with the
statute. PSE suggested that WAC 480-109-100(1)(c) specify that pilots should be
expected to be cost-effective within the current or immediately subsequent
biennium.” We agree, and add “within the current or immediately subsequent
biennium” to WAC 480-109-100(1)(c).

In WAC 480-109-100(2)(a) we add the word “available” so the rule more closely
mirrors RCW 19.285.040(1). Similarly, we replace “all achievable conservation” in
WAC 480-109-100(3)(a) with “all available conservation that is cost-effective,
reliable and feasible” to improve consistency with the statute.

PSE and NWEC suggested that consistent language be used in the three places of
WAC 480-109-100(3)(c) that describe “the immediately subsequent two” biennia or
biennial conservation targets." We agree and change the proposed rule to provide
consistency.

2 The Council also considers emerging technologies where appropriate. “[T]he conservation
assessment incorporates new conservation opportunities brought about by technological
advances.” Sixth Northwest Conservation and Electric Power Plan, Northwest Power and
Conservation, at 4-4 (Feb. 2010), available at
http:/fwww.nweouncil.org/media/6365/SixthPowerPlan_Chd.pdf.

5 Oct. 6, 2014, PSE comment form Comment 8.
¥ Qct. 6, 2014, PSE comment form Comment 11; Oct. 6, 2014, Comments of NWEC, at |.




18

32

40

41

GENERAL ORDER R-578 PAGE 13

ii. Energy savings values and protocols

WAC 480-109-100(5) codifies existing precedent requiring utilities to use the
Regional Technical Forum's (RTF) unit energy savings values and protocols, unless a
utility demonstrates to its advisory group that another value or protocol is based on
generally accepted methods, impact evaluation data, or other reliable and relevant
data that include verified savings levels. The proposed rule allowed non-RTF values
to be used only by Commission order. Pacific Power, PSE, and Public Counsel
commented that requiring a Commission order to use non-RTF values would create a
significant administrative burden. We agree and remove the provision requiring a
Commission order for the use of non-RTF values.

iii. Low-income conservation

We recognize that conservation measures implemented at low-income residences
have significant non-energy benefits that are difficult to quantify, such as improved
health, safety, and comfort. Low-income conservation programs often face higher
barriers, and therefore costs, than other programs, such as generally older housing
stock, a higher proportion of renters, and the availability of disposable income. Asa
result, utility low-income programs may struggle to demonstrate cost-cffectiveness.

Utilities contract with community action agencies to determine participant eligibility
and implement conservation measures. When agencies use federal Weatherization
Assistance Program funds, the conservation measures must be evaluated for cost-
effectiveness using the savings-to-investment ratio (SIR) or Targeted Residential
Energy Analysis Tools (TREAT model), as described in the Weatherization Manual
developed and maintained by the Washington State Department of Commerce
(Commerce), and which we adopt by reference in WAC 480-109-999(2). Using this
approach, cost-effectiveness is determined on a project-by-project basis.

WAC 480-109-100(10)(a) allows utilities to fully fund low-income conservation
measures that are determined to be cost-effective consistent with the procedures in the
Weatherization Manual, as well as associated repairs, administrative costs, and health
and safety improvements. The Weatherization Manual is used by agencies across the
state, and we believe using this existing framework could lessen the administrative
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burden on utilities and the community action agencies. WAC 480-109-100(10)(b)
allows utilities to exclude low-income conservation from portfolio-level cost-
effectiveness screens. The SIR is a different cost-effectiveness test than the utilities
use for the rest of the conservation portfolio, so it is reasonable to make separate
calculations. In recognition that low-income conservation programs have significant
non-energy benefits, we find it appropriate for utilities to maintain robust low-income
conservation offerings despite the unique barriers these programs face.

WAC 480-109-100(10)(c) requires utilities to count savings from low-income
conservation programs toward biennial conservation targets consistent with the test
used to evaluate low-income program cost-effectiveness.

The proposed rule, WAC 480-109-100(8), addressed low-income conservation and
we received substantial comments from stakeholders on this issue, both before and
after the adoption hearing. The Energy Project commented that Commerce had
updated the title of the Weatherization Manual since we initiated this rulemaking.'> It
suggested that the rule allow the use of the priority list developed by Commerce and
approved by the U.S. Department of Energy. The Energy Project also noted that the
SIR indicates which measures should be installed, but fails to give an indication of
what portion of the cost utilities should cover.

We appreciate the Energy Project’s first comment and have used the updated title of
the Weatherization Manual in the adopted rule. In our effort to reduce the
administrative burden of low-income conservation programs, we agree with the
Energy Project’s suggestion to include the priority list of measures and the adopted
rule allows for its use at WAC 480-109-100(10)(a).

We also agree with the Energy Project that community action agencies face
significant challenges in securing sufficient funding to cover costs not paid by
utilities. Utilities do not always pay the full amount of low-income conservation
measures or associated administrative costs. WAC 480-109-100(10)(a) allows, and
we encourage, utilities to fully fund low-income conservation measures determined to
be cost-effective using the procedures of the Weatherization Manual, as well as
associated repairs, administrative costs, and health and safety improvements. The

1 Qct. 6, 2014, Comments of the Energy Project.
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rule does not require utilities to fully cover all of these costs because we are
concerned that such a requirement could be in conflict with utilities’ existing
contracts with community action agencies. Further, it is appropriate for the utilities to
discuss the level of incentive payments with their advisory groups.

Pacific Power suggested striking all references to evaluating the cost-effectiveness of
low-income conservation programs until a review of all the possible ramifications of

such a change could be evaluated with its advisory group.'® Pacific Power also raised
concerns about how the SIR would impact the conservation potential assessment and

integrated resource planning.

Acknowledging Pacific Power’s first concern, we revise the rule language to allow,
rather than require, utilities to pursue low-income conservation that is cost-effective
consistent with the procedures of the Weatherization Manual. We recognize that
there may be implementation challenges, and expect the utilities to consult with their
advisory groups and community action agencies prior to making any change.
Regarding Pacific Power’s second concern, we note that conservation potential
assessments and integrated resource plans consider the total amount of conservation
available and do not distinguish between low-income and non-low-income residential
conservation opportunities. Utilities determine the appropriate mix of low-income
residential and other measures to pursue in the course of developing a conservation
portfolio, not in the development of a conservation potential assessment or integrated
resource plan.'” Therefore, there is no conflict between using the procedures of the
Weatherization Manual and conservation potential assessments and integrated
resource plans.

PSE commented that requiring utilities to use the procedures of the Weatherization
Manual would increase administrative burden and costs.'® To address this concern of
increased burdens and costs, we revise the rule language to be permissive rather than
mandatory. We expect utilities to explore with their advisory groups and community
action agencies ways to minimize the administrative burden of implementing WAC

16 Oct. 6, 2014, Pacific Power comment form, Comment 8.
" The different steps discussed here are outlined in WAC 480-109-100(1)(a).
1% Oct. 6, 2014, PSE comment form, Comment 17.
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480-109-100(10), while maintaining sufficient review of cost and savings
assumptions.

ICNU suggested that WAC 480-109-100(8)(a) specify that the portfolio-level cost-
effectiveness analysis include administrative costs, in light of the increasing
administrative costs that will be incurred in implementing the proposed rule.'” We
decline to do this. First, we expect the change to using the procedures of the
Weatherization Manual to reduce administrative costs. Second, we find this change
unnecessary because administrative costs are already included in the portfolio-level
cost-effectiveness test.

NWEC commented that recognizing the unique benefits and costs of low-income
conservation programs is appropriate and that the use of the procedures in the
Weatherization Manual is appropriate for determining the cost-effectiveness.?
Further, NWEC suggested that the rule clarify that the Weatherization Manual may
be updated over time and that utilities should use the most current version. We
believe the inclusion of the Weatherization Manual in WAC 480-109-999(2) achieves
this flexibility.

4. Conservation advisory group

WAC 480-109-110 codifies, with minor changes, certain conditions of our orders
approving biennial conservation plans over the last three biennia regarding utility
engagement with conservation advisory groups.?! As utility conservation efforts have
matured with the implementation of the EIA, so have our expectations for utility
engagement with their conservation advisory groups. Therefore, we find it
appropriate to codify in rule those requirements that we do not expect to change in the
future.

¥ Oct, 6, 2014, ICNU comment form, Comment 1.
2 Oct. 6, 2014, Comments of NWEC, at 2.

2 See supra, n.3, listing Commission orders approving biennial conservation plans with
conditions,
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Although this section incorporates many of the conditions found in utilities” current
conservation orders, we did not include every condition in rule. Certain conditions
lack broad applicability across companies or biennia, and in those cases we find it
appropriate to use different approaches for different utilities. The full effect of other
newer conditions is not yet known. Therefore, we do not believe them ripe for
inclusion in rule at this time. As conservation programs continue to evolve and
mature under the EIA, we expect that some conditions will stabilize, some will cease
to be necessary, and others will be added as utilities address new challenges.

WAC 480-109-110(1) describes the range of issues we expect utilities to discuss with
their advisory groups. In the proposed rule, subsection (1) addressed specific aspects
of conservation programs and measures. In the rule we adopt today, we add
“conservation programs and measures” to WAC 480-109-110(1)(a) to make explicit
that conservation advisory groups should address all aspects of conservation programs
and measures.

WAC 480-109-110(2) requires utilities to meet at least four times per year, with
reasonable notice provided. The format of these meetings is not specified because we
encourage advisory groups to hold meetings in formats other than in-person. WAC
480-109-110(3) standardizes the timing in which utilities must provide draft filings to
conservation advisory groups. WAC 480-109-110(4) requires utilities to inform
conservation advisory groups of company or Commission public meetings addressing
conservation programs, tariffs, or the development of conservation potential
assessments. .

i. New programs

WAC 480-109-110(1)(m) requires utilities to discuss the development and
implementation of new and pilot programs with their conservation advisory groups.
Public Counsel commented that the proposed rule did not include a specific
requirement for utilities regarding new programs that are initiated mid-biennium and
not included in the biennial or annual conservation plans.?> Public Counsel noted that
each of the utilities was subject to a condition requiring the utility to present the
details of new programs to its advisory group, and suggested similar language for

2 Oct. 6, 2014, Public Counsel comment form, Comment 3.
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WAC 480-109-120(1)(c). Public Counsel’s suggested language would have also
required utilities to file an update or addendum to the biennial or annual conservation
plan when new programs go into effect.

We agree with Public Counsel that utilities should discuss new programs with
conservation advisory groups, and add WAC 480-109-110(1)(m). However, we
reject Public Counsel’s suggestion requiring utilities to file an update or addendum to
the relevant conservation plan in all circumstances because we believe that would
place an unnecessary administrative burden on utilities. While an update or
addendum to the relevant conservation plan is appropriate when utilities make
significant additions or modifications to their conservation programs, we decline to
adopt a rule that would require such a filing in all circumstances. A utility should file
an update or addendum to its relevant conservation plan when requested by its
conservation advisory group as a result of significant additions or modifications to
conservation programs.

il. Advance notice of filings exception

WAC 480-109-110(3) requires utilities to provide conservation advisory groups with
a draft copy of filings 30 days in advance of the filing. The purpose of this
requirement is to give advisory group members sufficient time to ask questions and
suggest possible changes, and to give utilities sufficient time to address suggested
changes in the filings.

PSE objected to this requirement because, unlike other utilities, it is required under its
current ordering conditions to provide a draft 60 days in advance of the effective date
of filings and meet specific biennial conservation plan deliverable dates.”
Additionally, PSE requested that an exception to the advance filing requirement be
allowed for the annual conservation cost recovery adjustment filing required in WAC
480-109-100-130.

2 Oct. 6, 2014, PSE comment form, Comment 20. See also Puger Sound Energy, Docket UE-
132043, Order 01, Attachment A, Condition (8)(d).
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We recognize that due to the limited availability of information required for the
conservation cost recovery adjustment filing, it would be difficult for PSE to provide
a draft 30 days prior to filing with the Commission. Further, the current conditions
for each utility require the annual conservation cost recovery adjustment filings to be
made 60 days before its effective date. We believe this provides sufficient time for
the review, and therefore, in the adopted rule we exempt the conservation cost
recovery adjustment filings at WAC 480-109-130 from the advance notification of
filings requirement at WAC 480-109-110(3).

PSE and NWEC suggested that the rule allow utilities to provide a copy of filings
concurrent with filing with the Commission.”* We reject this suggestion. Although
circumstances may arise that delay or prevent a utility from providing an advance
copy of filings to its conservation advisory group, a utility may request an exemption
from the rule as provided by WAC 480-109-030 and WAC 480-07-110. We believe
this provision provides sufficient flexibility in extraordinary circumstances.

5. Conservation planning and reporting

WAC 480-109-120 codifies the current conservation planning and reporting process
with minor changes. In odd-numbered years, a utility submits a biennial conservation
plan. In even-numbered years, it submits a biennial conservation report and annual
conservation plan. Each year, a utility submits an annual conservation report.

WAC 480-109-120(1)(a) requires utilities to file a biennial conservation plan on or
before November 1 of odd-numbered years. Taken together with the advance notice
provision of WAC 480-109-110(3), this rule requires utilities to provide an electronic
copy of its biennial conservation plan to its advisory group 30 days earlier, in early
October,” Other sections of the rule require utilities to file an annual conservation
plan on or before November 15 of even-numbered years, annual conservation reports
on or before June 1 of each year, and biennial conservation reports on or before June

H Oet. 6, 2014, PSE comment form, Comment 20; Oct. 6, 2014, Comments of NWEC, at 2.

¥ The requirements of a utility’s conservation order and attached conditions list continue to
apply. Forexample, condition 8(d) in Attachment A of Order 01 in Docket UE-132043 requires
PSE to provide its advisory group a draft ten-year conservation potential and two-year target by
August 1, 2015; draft program details, including budgets, by September 1, of the same year; and
draft program tariffs by October 1, of the same year.
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1 of even-numbered years. Nothing in this rule relieves a utility of the obligations
found in its conservation orders and attached conditions lists.?® A utility may request
modification or clarification of its orders as needed.

This section also describes the contents, process for publication, and process for
review of the various plans and reports. We are particularly pleased that this process
provides the Commission with an independent third-party evaluator’s review of
utilities” conservation potential and achievement.

PSE objected to the use of the term “evaluation™ in proposed WAC 480-109-
120(3)(b)(iv) regarding portfolio- and program-level cost-effectiveness.”” Elsewhere
in the rule, the term “evaluation” refers to impact, market, or process evaluations,
typically those conducted by independent third parties. PSE also commented that the
language in WAC 480-109-120(3)(b)(iv) and WAC 480-109-120(4)(b)(iv), which
also addresses cost-effectiveness reporting, should be consistent.

We believe that it is appropriate for utilities to provide a narrative discussion of the
inputs to and results of cost-effectiveness tests in annual and biennial conservation
reports, and that such a discussion is consistent with the summary of steps taken to
adaptively manage conservation programs required in WAC 480-109-120(3)(b)(vi).
We remove the word “evaluation” to prevent confusion with the independent third-
party evaluations required in WAC 480-109-120(3)(b)(v), and to promote consistency
between the subsections (3)(b)(iv) and (4)(b)(iv). We also make grammatical edits to
this subsection to clarify that a utility must report the portfolio- and program-level
cost-effectiveness of conservation savings.

% The requirements of a utility’s conservation order and attached conditions list continue to
apply. For example, condition 8(a) in Attachment A of Order 01 in Docket UE-132043 requires
PSE to file an annual conservation plan by December |. PSE must comply with condition 8(a)
and WAC 480-109-120(2) by filing by November 15. Similarly, condition 8(b) in Attachment A
of Order 01 in Docket UE-132047 requires Pacific Power to file an annual conservation report by
March 31. Pacific Power must comply with condition 8(b) and WAC 480-109-120(3) by filing
its annual conservation report by March 31,

2T Oct. 6, 2014, PSE comment form, Comment 26.
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i. Department of Commerce reporting

RCW 19.285.070 requires each qualifying utility to report to the Department of
Commerce (Commerce) on its annual progress toward meeting its targets. Commerce
promulgated rules requiring consumer-owned utilities to submit this report.?®
Commerce does not have authority to adopt rules regarding investor-owned utilities,
as the EIA reserves that authority for the Commission.” Currently, the Commission
asks investor-owned utilities to provide the report described in WAC 194-37-060 to
Commerce, and proposed WAC 480-109-120(3)(c) makes this an explicit

mquimmenL

PSE objected to the requirement that each utility file with Commerce the report
described in WAC 194-37-060 because that chapter of the Washington
Administrative Code does not apply to investor-owned utilities such as PSE.
Additionally, PSE asserted that it provides the reports to Commerce, rather than files

them with Commerce.*!

We accept PSE’s wording modification in WAC 480-109-120(3)(c) and replace the
word “file” with “submit.” We also modify WAC 480-109-120(5)(c) to clarify that
the report referenced is the Commerce report discussed here. However, we decline to
accept PSE’s argument that that investor-owned utilities should not be required to
submit reports to Commerce. The reason our rules require investor-owned utilities to
submit this conservation report is precisely because Commerce lacks the authority to
do so. State and federal policy makers rely on Commerce’s state-wide data in
evaluating energy policy. Requiring investor-owned utilities to report data in the
same format as consumer-owned utilities enables administrative efficiency at
Commerce and ensures consistency in data from both investor- and consumer-owned
utilities. Therefore, the rules we adopt today require investor-owned utilities to
submit conservation reports in the form required by WAC 194-37-060.

B WAC 194-37-060.

#RCW 19.285.080(1).

* Oct, 6, 2014, PSE comment form, Comment 27,
3 Qct, 6, 2014, PSE comment form, Comment 27.
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6. Conservation cost recovery adjustment

We make several clarifications to proposed WAC 480-109-130, which codifies
existing procedures utilities use to recover the costs of conservation programs. We
add the word “cost” to the title and in subsections (1) and (2) to clarify that the tariff
is for the recovery of costs. Accordingly, we modify proposed WAC 480-109-
120(3)(b)(iii) to reflect the new title of this section.

PSE requested several changes to the substance of this section. First, PSE requested
that we add the word “all” to subsection (1).*2 We agree, and add the word “all” to
clarify that filings must not exclude expected changes in conservation costs and
amortization of deferred balances.

Second, PSE requested that we modify this section to allow the recovery of non-
conservation costs through this tariff, as PSE currently does.”® We decline PSE’s
request, because it is our preference that these tariffs include only the costs of
conservation programs. These adjustments often appear on bills as a “conservation
program charge,” establishing an expectation that it only includes conservation costs.

Though we express our clear preference against the recovery of non-conservation
costs from these tariffs, we see no need for a rigid rule prohibiting it. As PSE points
out, in fact-specific circumstances we have allowed the recovery of non-conservation
costs through these tariffs. Nothing in this rule prohibits the recovery of non-
conservation costs through these adjustments, so there is no need to modify the
proposed rules as PSE suggests.

Third, PSE requested that we add “or other rate recovery mechanisms as allowed in
RCW 80.28.303 et. seq.” to the end of subsection (1).*' WAC 480-109-130 merely
codifies our existing practice, and is not intended to add new requirements to
conservation cost recovery adjustments. Moreover, RCW 80.28.303(5) allows the
Commission to adopt “any other policies or programs intended to encourage utility

2 Oct, 6, 2014, PSE comment form, Comment 30,
3 Oct, 6, 2014, PSE comment form, Comment 30.
H Oct. 6, 2014, PSE comment form, Comment 30.
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investment in improving efficiency.” The Commission’s existing practice, and the
rule that codifies it, is consistent with RCW 80.28.303. We therefore decline to make
the change proposed by PSE.

Fourth, PSE requested that the inclusion of conservation cost recovery procedures in
tariffs be permissive, not mandatory, because accounting procedures are more
appropriately placed in accounting rules rather than tariffs.*® This section of the rule
is modeled after WAC 480-90-233, the Commission's purchased gas adjustment rule,
which requires the inclusion of procedures in the tariff. We intend for our rules on
cost recovery adjustments to be consistent and detailed; therefore we decline to make
the suggested change.

Fifth, PSE suggested requiring a “subsequent true-up” to recover actual program costs
of the prior year.** The Commission's purchased gas adjustment rule provides for
recovery of actual program costs of the prior year without a subsequent true-up. In
effect, each year’s conservation cost recovery adjustment filing serves the function of
a true-up for the previous year, because, as described in the third sentence of WAC
480-109-130(3), utilities must “include the effects of variations in actual sales on the
recovery of conservation costs in the prior year.,” For the reasons described in the
paragraph above, we decline to make this change.

Finally, PSE suggested two clarifications to the second sentence of proposed WAC
480-109-130(3). The first highlights the forward-looking nature of conservation cost
recovery and the second clarifies use of the term “program” versus “measure.” We
accept PSE's addition of “forward-looking” before budgeted conservation, and accept
the substitution of “programs” for “measures” in both places in the same sentence.
This change allows PSE to recover direct administrative costs through the tariff and
maintain its existing practice.

¥ Oet. 6, 2014, PSE comment form, Comment 30.
¥ Oct. 6, 2014, PSE comment form, Comment 31.
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B. Renewable portfolio standard rules

WAC 480-109-200 through WAC 480-109-220 describe the process that a utility
must follow to meet the requirement in RCW 19.285.040(2) to acquire eligible
renewable resources. The Commission developed this renewable portfolio standard

reporting process over the last three years.’

Section 200 details the method for calculating a utility’s renewable resource targets
by year, the process for acquiring and using certificates for compliance with the EIA,
and three options for calculating the amount of incremental hydropower eligible for
EIA compliance. Section 210 discusses renewable portfolio standard reports that a
utility must file with the Commission. Section 220 describes alternatives to the
renewable resource requirement.

1. Certificate definition

We revise proposed WAC 480-109-060(3) to add a definition of the term
“certificate.” This simplifies the rule by allowing a single word to refer to the
ownership of non-power attributes of energy from eligible renewable resources.

The EIA defines “renewable energy credit” (REC) in RCW 19.285.030(20), to mean
a “tradable certificate of proof of [energy from] an eligible renewable resource where
the generation facility is not powered by fresh water.” In other words, the EIA allows
the use of incremental hydropower to meet the state’s RPS, but prohibits incremental
hydropower from producing RECs.*

" The Commission’s orders evaluating each utility’s renewable portfolio standard filings are in
the dockets listed in the following table.

Utility 2012 2013 2014

Avista UE-120791 | UE-131056 | UE-140801
Pacific Power UE-120813 | UE-131063 | UE-140802
Puget Sound Energy | UE-120802 | UE-131072 | UE-140800

% Under RCW 19.285.030(12)(b), incremental electricity produced as a result of efficiency
improvements at certain hydroelectric generation facilities after March 31, 1999, is an “eligible
renewable resource,” and “eligible renewable resources™ may be used to meet the RPS
requirement in RCW 19.285.040(2)(a).
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This prohibition created an unwieldy proposed rule, where we used the cumbersome
paired terms “renewable energy credits and qualifying hydroelectric generation” and
“renewable energy credits and eligible renewable resources” to reference the
ownership of non-power attributes of energy from an eligible renewable resource.
Providing a definition of the term “certificate” simplifies the rule by allowing for a
single word to mean the ownership of the non-power attributes of renewable energy
credits and qualifying hydroelectric generation.

Proposed WAC 480-109-210(6) required the final compliance report to include a list
of the “renewable energy credits” retired in WREGIS. Because the rules we adopt
today replace the term “renewable energy credits” with “certificates,” we are aware
that we are expanding this requirement to include WREGIS documentation of energy
from qualifying hydroelectric generation. This is appropriate in light of proposed
WAC 480-109-200(3)’s requirement that “All eligible renewable resource generation
. .. used for utility compliance with the renewable energy standards must be
registered in WREGIS, regardless of facility ownership.”*

2. Renewable portfolio standard

WAC 480-109-200 details a utility’s renewable resource targets by year, the process
for acquiring and using WREGIS certificates for compliance with the EIA, the
available methods for calculating incremental hydropower, and the use of qualified
biomass energy.

i. WREGIS registration

Proposed WAC 480-109-200(3) required that “All eligible renewable resource
generation and all renewable energy credits used for utility compliance with the
renewable energy standards must be registered in WREGIS, regardless of facility
ownership.” We require the use of WREGIS because RCW 19.285.030(20)

¥ As discussed in ' 88, the version of WAC 480-109-200(3) we adopt today slightly modifies the
proposed rule, but does not alter its meaning. ,
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authorizes the Washington Department of Commerce to select a renewable energy
credit tracking system, and the department selected WREGIS.*?

The intent of this subsection is to codify Commerce’s decision and our precedent
requiring utilities to use WREGIS to prevent double counting of renewable energy
credits and qualifying hydroelectric generation.

The phrase “regardless of facility ownership” is a significant codification of our prior
orders. In orders discussing the 2014 RPS reports, the Commission ordered each
utility to file a final compliance report listing the certificate numbers in WREGIS for
every megawatt-hour and renewable energy credit that Avista, Pacific Power, and
PSE retired to meet the January 1, 2014, target.¥! We separate “every megawatt-
hour” and “renewable energy credit” because we require each megawatt-hour of
incremental hydropower used for RPS compliance to be registered in WREGIS.

Regardless of facility ownership, we require registration of each megawatt-hour of
incremental hydropower used to further the statute’s goals of tracking RPS
compliance and preventing any two utilities from using the same megawatt-hour for
compliance. In every order entered regarding utilities’ RPS reports, the Commission
has expressed concern about double counting.*? While we cannot and do not direct
consumer-owned utilities to register their resources in WREGIS, we do have the
authority and responsibility to ensure that eligible renewable generation claimed by
investor-owned utilities is counted only once. It is appropriate to do this by requiring
that ownership of all eligible renewable generation be verified and documented within
WREGIS.

We make four clarifying changes to WAC 480-109-200(3). We title this subsection
“WREGIS registration.” We change “renewable resource generation and all
renewable energy credits” to “hydropower generation and all renewable energy

WWAC 194-37-040(17); WAC 194-37-210. The Western Renewable Energy Generation
Information System has a website at http:/www. wregis.org,

1 pSE, Docket UE-140800, Order 01 29 (July 31, 2014); Avista, Docket UE-140801, Order 01
4 28 (July 31, 2014); Pacific Power, Docket UE-140802, Order 01 § 28 (July 31, 2014).

12 See supra, n.37. Our most recent orders include this discussion at PSE, Docket UE-140800,
Order 01 129 (July 31, 2014); Avista, Docket UE-140801, Order 01 § 28 (July 31, 2014); Pacific
Power, Docket UE-140802, Order 01 § 28 (July 31, 2014).
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credits” to clarify that the requirement to register hydropower generation is in
addition to the requirement to register RECs. We modify “renewable energy
standards” to “renewable resource target” to match the title of WAC 480-109-200(1).
These clarifications do not modify the substantive requirements of the proposed rule.

The fourth clarification we make is to add a sentence making explicit that “[a]ny
megawatt-hour of eligible hydropower or renewable energy credit that a utility uses
for compliance must have a corresponding certificate retired in the utility’s WREGIS
account.” This sentence was not included in the proposed rule, however, as we
discuss below, it codifies the Commission’s decisions in prior orders and is a logical
extension of the registration requirement discussed above.*

We include this requirement because a certificate that is not retired may be sold or
traded. The only way to prevent multiple utilities from using the same megawatt-hour
for compliance is to retire the certificate associated with that megawatt-hour. Thus, to
comply with the EIA’s requirement to “use eligible renewable resources or acquire
equivalent renewable energy credits” means retiring “any WREGIS certificates
associated with the RECs and generation being used for compliance.” Preventing
double counting is consistent with the EIA’s policy to increase “the use of
appropriately sited renewable energy facilities,” and is a central premise of the
renewable portfolio standard in the law.*

NWEC and RN commented in support of the WREGIS registration requirement.*®

Avista asserts that the EIA does not require WREGIS registration of qualifying
hydroelectric generation, and that this requirement will disqualify a significant

4 The Commission stated in its 2012 final compliance reports: “[A] utility must retire any
WREGIS certificates associated with the RECs and generation being used for compliance.
Retirement of the certificates means the corresponding credits are no longer available for use.”
PSE, Docket UE-120802, Order 02 § 11 (July 24, 2014); Pacific Power, Docket UE-120813,
Order 029 10 (July 24, 2014); see Avista, Docket UE-120791, Order 02§ 11 (July 24, 2014).

HRCW 19.285.040(2)(a); PSE, Docket UE-120802, Order 02 4 11 (July 24, 2014); Pacific
Power, Docket UE-120813, Order 02 9 10 (July 24, 2014); Avista, Docket UE-120791, Order 02
9 11 (July 24, 2014). '

S RCW 19.285.020.
% Oct. 6, 2014, Comments of RN and NWEC, at 3.
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amount of incremental hydropower it purchased because the seller does not wish to
participate in WREGIS." Avista suggests that a consumer-owned utility certify that
there is no double counting of its incremental hydropower.*® In an order discussing
Avista’s 2014 RPS report, the Commission responded:

[T]he EIA does not expressly require eligible hydropower resources to be
registered in WREGIS, but neither does the statute preclude the Commission
from adopting such a requirement. We conclude that the Commission has
discretion under the EIA to take actions to further the statute’s goals of
tracking RPS compliance and ensuring that resources are not being double-
counted. We exercise that discretion to require Avista to register in WREGIS
all incremental hydropower facilities on which the Company intends to rely to
demonstrate RPS compliance.*

The Commission issued orders with the same language in discussing the 2014 reports
for Pacific Power and PSE.*® The rules we adopt today codify this precedent.

Public Utility District No. 1 of Chelan County (Chelan PUD), which owns qualifying
hydroelectric generation that utilities purchase, submitted comments addressing the
WREGIS registration process.”! From these comments, it appears that Chelan PUD
engaged in discussions with WREGIS and believes that it can register its incremental
hydropower with WREGIS. Chelan PUD encourages us to consider the timing of the
review by the State Auditor’s Office, and our review, of incremental hydropower
production.

We considered the comments of Chelan PUD and the review process in this
proceeding. The rule we adopt today requires a utility to file a final compliance
report two years after the target year, demonstrating that it retired certificates in

4 Oct. 6, 2014, Comments of Avista, at 3-4.
Bld
¥ Avista, Docket UE-140801, Order 01 15 (July 31, 2014).

0 pSE, Docket UE-140800, Order 01 15 (July 31, 2014); Pacific Power, Docket UE-140802,
Order 01 14 (July 31, 2014),

31 Qct. 6, 2014, Chelan PUD, UTC Draft Incremental Hydro Language.
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WREGIS for the target year.”” We find, based on the record in this proceeding, that
registration of certificates in WREGIS does not present a significant administrative
burden on utilities.”® Our rule provides utilities two years between the target year and
the final compliance report. That is sufficient time for the owners of qualifying
hydroelectric facilities to register their incremental hydropower production in
WREGIS, transfer the certificates to a utility, and for that utility to retire the
certificates.*

ii. Incremental hydropower calculation

We now discuss the process that utilities use for calculating incremental hydropower.
Proposed WAC 480-109-200(7) incorporated the Commission’s precedent regarding
how utilities calculate the incremental production of their upgraded hydropower
facilities, which may be counted as eligible renewable energy.”® While the EIA
recognizes incremental hydropower as an eligible renewable resource, it does not
prescribe how utilities should calculate it. A stakeholder workgroup convened under
Docket UE-110523 identified three methods for a utility to make this calculation; we
have recognized and allowed each of those methods. We incorporate these methods
into the rule with minor refinements based on stakeholder comments and experience
reviewing the methods during the last two RPS reporting cycles.

We revise proposed WAC 480-109-200(7)(a) to make several clarifications. We
require that a utility must use the same method across all hydropower facilities that it
owns to prevent a utility from selecting a different method for each facility based on
which method offers the most favorable outcome for that facility. We prohibit a
utility from changing methods to prevent a utility from selecting a different method

2 WAC 480-109-210(6).

53 At the adoption hearing, Avista noted that it registers its incremental hydropower facilities in
WREGIS and does not find the administrative burden to be onerous. Clint Kalich for Avista,
Mov. 5, 2014, Audio Recording, at 6:55-11:15.

* If a utility purchasing incremental hydropower is unable to comply with this requirement when
submitting its 2013 final compliance report in 2015, it may provide documentation and request a
one-time exemption from this rule. The Commission's orders regarding the 2014 RPS reports
included clear direction regarding this issue. See supra, nn.49-50. Therefore, we do not
anticipate that compliance with the rule will present a problem in the 2014 or subsequent final
compliance reports.

5 RCW 19.285.030(12)(b).
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each year based on which method offers the most favorable outcome given that year’s
circumstances. Additionally, requiring each utility to use one method will lessen the
administrative burden on the Commission and stakeholders reviewing the RPS
reports.

iii. Incremental hydropower: method one

WAC 480-109-200(7)(b) explains method one. In this method, a utility determines
the river discharge at a given facility during the target year, then runs it through two
power-curve production models, one representing the pre-upgrade facility and the
other representing the upgraded facility. “The utility reports the difference between
the two as the facility’s incremental hydropower production.

iv. Incremental hydropower: method two

WAC 480-109-200(7)(c) explains method two. In this method, a utility determines
the river discharge at a facility during each year of a historical period of at least five
consecutive years, then runs each year’s discharge through two power-curve
production models — one representing the pre-upgrade facility and the other
representing the upgraded facility. The utility then calculates the mean production of
the pre-upgrade facility and the mean production of the post-upgrade facility during
the historical period, then determines an efficiency gain factor by dividing the mean
production of the upgraded facility by the mean production of the pre-upgrade facility
and subtracting one. Once this is done, the utility multiplies the facility’s production
each year by the factor that it calculates and reports the resulting figure as the
facility’s incremental hydropower production. Pacific Power uses method two for
calculations from the facilities it owns.

v. Incremental hydropower: method three

WAC 480-109-200(7)(d) explains method three. This method is similar to method
two in that a utility determines the river discharge at a facility during each year of a
historical period of consecutive years, then runs each year’s discharge through two
power-curve production models. However, rather than determining a factor as in
method two, the utility subtracts the mean production of the pre-upgrade facility from
the mean production of the upgraded facility and reports the difference as the
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facility’s incremental hydropower production in perpetuity. Since the reporting began
in 2012, Staff has consistently expressed reservations with this method, which as a
one-time calculation would not capture the effect of future changes in long-term
stream flow patterns.®® As a result, the proposed rule characterized method three as a
pilot method. Avista uses method three for calculations from its facilities.

100 We revise the treatment of method three from the proposed rule to remove language
that designates method three as a pilot method that would expire after 2017. This
change makes the rule more closely reflect the Commission’s intent outlined in
previous orders. In the order approving Avista’s 2013 RPS target, the Commission
agreed with Staff’s assertion that comparing method three, which calculates
incremental hydropower production using solely historical data, to method two, which
includes an annual calculation, will aid the evaluation of method three.’” Method
three may prove less reliable over time because climate models indicate that the
region’s summer river flows may decline over time.*® To address this matter, the
Commission directed Avista, the only utility using method three at the time, to
provide an analysis in its final compliance report comparing the amount of
incremental hydropower that the company claimed since 2012 using method three to
what it would have claimed had it used method two over the same period.*

101 Incomments on the proposed rule, Avista objected to method three’s designation as a
pilot method, arguing that such treatment was not consistent with the Commission’s
order in the 2013 RPS docket and unfairly prejudged the method.®® Avista also
provided a comparison of the results of method three to the other two methods over a
10-year period for its facilities on the Clark Fork River.®! This analysis showed that
the variance between the methods is small, and that the company actually would have

% Dockets UE-140800, UE-140801, and UE-140802, Commission Staff Comments Regarding
2014 Renewable Resource Reports, at 7 (June 30, 2014).

 Avista, Docket UE-131056, Order 01 4 26 (Sept. 9, 2013).

5% United States Environmental Protection Agency, Climate Impacts in the Northwest (January
13,2015, 1:41 PM), http:/www.epa.gov/climatechange/impacts-adaptation/northwest.html.

9 Avista, Docket UE-131056, Order 01 § 44 (Sept. 9, 2013).
“ Oct, 6, 2014, Comments of Avista, at 4-6.
81 Oct. 6, 2014, Comments of Avista, at 4-6.
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claimed slightly less incremental hydropower over that period under method three
than it would have with either of the other methods.®

Based on the analysis Avista provided on October 6, 2014, we agree that designating
method three as a pilot method is not appropriate. Avista’s analysis demonstrates that
method three provided an accurate calculation of incremental hydropower production
by the company’s facilities between 2002 and 2011. We therefore revise the
proposed rule by removing the pilot designation in the first sentence of WAC 480-
109-200(7)(d) and adding a new subsection regarding the five-year evaluation. In the
rule we adopt today, WAC 480-109-200(7)(e) states that beginning in 2019 and every
five years thereafler, any utility using method three must provide an analysis
comparing that method with one of the other two methods for every year method
three was used. Given that no other utility is currently using method three, and that
Avista provided data demonstrating that method three is performing satisfactorily for
its facilities on the Clark Fork River at present, it is appropriate to “reset” the five-
year clock to begin in 2019.%

We also add the last sentence of WAC 480-109-200(7)(e) to clarify that the
Commission may order a utility to use a different method if the analysis shows that
the utility claimed a significantly different amount of incremental hydropower using
method three compared to what it would have claimed using one of the other
methods.

vi. Incremental hydropower: historical period length
The Commission discussed the length of the historical period required for the

calculation in methods two and three in each RPS compliance cycle. Beginning in
2013, Staff consistently advocated a historical period of at least five years, with a

5 Oct. 6, 2014, Comments of Avista, at 4-5.

 Oct. 6, 2014, Comments of Avista, at 4-6. Avista also owns incremental hydropower facilities
on the Spokane River, but did not provide the comparison for those smaller facilities. The Clark
Fork River facilities comprise approximately 89 percent of the certificates generated from eligible
hydropower facilities that Avista owns. Avista, Docket UE-140801, Compliance Report of
Avista Corporation, at 5 (May 30, 2014).
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preference for at least ten years of data.*" In a notice issued on April 9, 2014, the
Commission asked stakeholders to: 1) consider changing river discharge rates as a
result of climatic variability and cyelical climate patterns, and 2) examine the
incremental hydro models and recommend an appropriate number of years for the
historical period used in methods 2 and 3, balancing the Commission’s desire for
increased precision against the administrative burden of managing large data sets.
Avista was the only utility to provide a full response to this request.

105 Avista analyzed periods of five, 10, 20, and 80 years, and based on the tradeofTs
between increased accuracy and increased administrative burden, recommended a
period of at least 10 years.** PSE did not respond to the question in written
comments, but company representatives stated at the May 15, 2014, workshop that
the period should probably be longer than five years. Pacific Power stated that five
years is appropriate because that was the consensus reached by the workgroup in
Docket UE-110523, but did not provide analysis in support of its statement.®® At the
May 15, 2014, workshop Pacific Power informed the Commission that it recently
updated its method two calculation to include a six-year historical period, an approach
consistent with the requirements in Oregon. Pacific Power stated that it would like to
use the same method in both states, as performing two different calculations would
impose additional administrative burden.

106 As methods two and three vary in their ability to account for long-term variation in
river flows, it is appropriate to require different historical periods for methods two
and three. Method two uses a historical period to determine a factor that is then
applied to actual generation each year. As a result, actual river discharge and the
resulting generation in the target year is the most important variable driving how
much incremental hydropower a utility claims. Method three’s calculation, by
contrasl, is based solely on the historical period and not on actual river discharge and
generation in the target year. Therefore, in method two it is less important to require
a long historical period that accounts for a broad range of river flow conditions, as use
of actual river discharge and generation each year will ensure that long-term

 Dockets UE-131056, UE-131063, and UE-131072, Staff Comments Regarding 2013 RPS
Reports, at 18 (July 1, 2013).

 May 9, 2014, Comments of Avista, at 2-3,
% May 9, 2014, Comments of Pacific Power, at 5.
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variations are reflected in the calculation. By the same logic, it is more important to
ensure that method three’s historical period is large enough to account for a wide

range of river discharge conditions.®’

107 In weighing the concerns raised by Staff and stakeholders, we agree with Pacific
Power that a historical period of at least five years is-appropriate to use with method
two, given that method’s reliance on actual generation data each year. Any gains in
accuracy that could be achieved by using a historical period of more than six years
would likely not justify the increased burden. Accordingly, we require that method
two calculations use a historical period of at least five years.

108 Asnoted above, we believe that method three requires a longer historical period to
account for the wide variability of river discharge conditions. Ten years represents a
fair tradeoff between the need for greater accuracy and our desire to limit the
administrative burden on utilities.

3. Renewable portfolio standard reporting

109  WAC 480-109-210 outlines the components of RPS reports that utilities must file
with the Commission and the two-step reporting process for monitoring RPS
compliance. In this process, each utility must file an annual report by June 1 that
identifies the resources that the utility has acquired or contracted to acquire to meet its
target for that year. Then, as explained in proposed WAC 480-109-210(6), the utility
must file a second report within two years, documenting that it retired enough
WREGIS certificates to meet its target. This process is unchanged from the proposed
rule and consistent with the process the Commission has required in previous orders.*

110 The section also prescribes a uniform methodology that utilities must employ in
calculating the incremental cost of RPS compliance, as required by RCW
19.285.070(1). It institutes additional reporting requirements to assist Staff in

% Dockets UE-140800, UE-140801, and UE-140802, Staff Comments on 2014 Renewable
Resource Reports, 7 (June 30, 2014),

8 See e.g., Avista, Docket UE-131056, Order 01 9 2 (Sept. 9, 2013); Pacific Power, Docket UE-
131063, Order 01 2 (Sept. 9, 2013); PSE, Docket UE-131072, Order 01 4 2 (Sept. 9, 2013).
Avista, Docket UE-120791, Order 01 § 54 (Sept. 13, 2012); Pacific Power, Docket UE-120813,
Order 01 § 60 (Sept. 13, 2012); PSE, Docket UE-120802, Order 01 § 50 (Sept. 13, 2012).
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reviewing the prudency of the utilities” renewable resource and certificate
management.

RN and NWEC ask us to clarify that “the target year” in WAC 480-109-210(1) refers
to the target of the same year in which the report is filed.*” That is out intent.
However, we decline to change “the” to “that,” as NWEC suggests, because we
believe the rule and this order clearly reflect our intent.

i. Incremental cost methodology

RCW 19.285.070 requires utilities to report “the incremental cost of eligible
renewable resources and the cost of renewable energy credits.” RCW
19.285.050(1)(b) defines this as:

[T]he difference between the levelized delivered cost of the eligible renewable
resource, regardless of ownership, compared to the levelized delivered cost of
an equivalent amount of reasonably available substitute resources that do not
qualify as eligible renewable resources, where the resources being compared
have the same contract length or facility life.

However, the EIA does not prescribe precisely how this calculation should be
performed. The absence of a defined method for calculating incremental costs has
resulted in diverging approaches among utilities, which, according to Staff,
“precludes a valid assessment of the overall added expense to Washington ratepayers
of complying with the Renewable Portfolio Standard.”™ There is a clear public
interest in publishing incremental cost data that is accurate and comparable across
utilities.

& Oct. 6, 2014, Comments of RN and NWEC, at 1.

™ Dockets UE-131056, UE-131063, and UE-131072, Staff Comments Regarding 2013 RPS
Repoits, at 12 (July 1, 2013).
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The methodology we codify today emerged from a collaborative and iterative process
involving Staff, utility representatives, and other stakeholders.” Stakeholders
provided a number of constructive, clarifying comments that we incorporated into the
rules adopted today, and we are not aware of any outstanding concerns related to this
methodology.™

a. Historic acquisitions

We add language to proposed WAC 480-109-210(2)(a)(i) clarifying that where a
utility calculates the incremental cost of historic resource acquisitions, it must use the
information that was available at the time of the resource’s acquisition.

b. Renewable resource integration study

ICNU asks us to clarify that a utility’s renewable resource incremental cost should be
the same as that determined in the wind integration study of the utility’s most recent
integrated resource plan.™ Our intent in WAC 480-109-210(2)(a)(i)(A) is to give
each utility the ability to determine integration costs based on the unique
characteristics of its system, and ICNU"s proposal is consistent with that intent. We
revise proposed WAC 480-109-210(2)(a)(i)(A) to incorporate this suggestion, but use
the more generic phrase “renewable resource integration study™ rather than “wind
integration study.”

' We recognize that the incremental cost methodology we adopt today does not include all the
benefits associated with renewable resources. Other benefits may include reduced exposure to
fuel price risk, reduced carbon emissions, reduced exposure to market price risk, and potentially
lower market prices. While the complexity of creating an incremental cost framework precluded
the type of in-depth analysis that would have been required to address these topics in this
proceeding, we may choose to address them in the future.

72 Oct. 30, 2014, Supplemental Comments of PSE; Nov. 7, 2014, Additional Comments of
Avista.

™ Oet. 6, 2014, ICNU comment form, Comment 2.




117

18

118

GENERAL ORDER R-578 PAGE 37

c. Eligible resource capacity value

Proposed WAC 480-109-210(2)(a)(i)(B) instructed utilities to estimate the amount of
capacity a renewable resource produces by modeling the renewable resource’s output
at the time of the utility’s peak. We revise this subsection to give utilities more
flexibility in determining the capacity value of a renewable resource.

RN commented that the proposed rule offered an inaccurately low capacity value by
examining only the production of a renewable resource in a single hour of the year,™
Instead, RN suggested that utilities use an approximation of the Effective Load
Carrying Capability method, which determines a capacity value for renewable
resources based on their contribution to reducing outages on the utility's system. At
hearing, ICNU and Avista suggested requiring a utility to value capacity in the same
way it does in its integrated resource plan.” This would allow a utility use a capacity
value vetted by stakeholders in the utility’s advisory group, and ultimately reviewed
and acknowledged by the Commission. We note that Pacific Power has adopted a
version of the Effective Load Carrying Capability approach for modeling the capacity
value of renewable resources in the company’s 2015 integrated resource plan, with
the support of its advisory group.

While we support the use of approximations of the Effective Load Carrying
Capability method, we recognize that this topic is the subject of ongoing research and
we decline to require the use of a specific method at this time. Rather, we revise
proposed WAC 480-109-210(2)(a)(i)(B) to state that a utility must “[i]dentify the
capacity value of each eligible renewable resource as calculated in the utility's most
recent integrated resource plan acknowledged by the commission.” This approach
allows utilities to adopt emerging best practices after advisory group and Commission
review.

™ Oct. 6, 2014, Comments of Renewable Northwest and NWEC, at 1-2.

5 Clint Kalich for Avista, Nov. 5, 2014, Audio Recording, at 15:00; Joshua Weber for ICNU,
Nov. 5, 2014, Audio Recording, at 1:25:00-1:26:00.




120

121

122

123

GENERAL ORDER R-578 PAGE 38

d. Non-eligible resource cost assumption

Proposed WAC 480-109-210(2)(a)(i)(E) requires utilities to use their most recently
acknowledged integrated resource plan for determining the lowest-cost, non-eligible
resource for the capacity portion of the incremental cost calculation. Avista
suggested allowing utilities to use cost information from other sources, on the
grounds that the cost information included in the most recently acknowledged
integrated resource plan may be outdated. We recognize Avista’s concern and in the
rule we adopt today allow a utility to use cost information from another source, with
documentation of that source and an explanation of why the cost data in that source is
more accurate than the cost data in the utility’s last integrated resource plan.

Pacific Power asks us to clarify that in a purchase power agreement, the life of the
facility should equal the term of the agreement.”™ We clarify proposed WAC 480-
109-210(2)(a)(i)(E) by adding “or contract length” to the length of time over which
the non-eligible resource’s energy and capacity costs may be levelized.

e. Legacy resources

In comments on the proposed rule, Avista also suggested that utilities use zero dollars
as the incremental cost of any eligible renewable resource that was acquired prior to
the EIA’s passage in 2006. Avista argued that since the EIA was not a factor in the
acquisition of those resources, their costs should not be considered incremental for
purposes of the EIA.”

We decline to implement this suggestion, because doing so would assign a cost of
zero to a large portion of the incremental hydropower resources that utilities use for
compliance. While we recognize that the EIA may not have had an impact on a
utility’s decision to upgrade a hydropower facility prior to 2006, it does allow use of
any renewable resource acquired after March 31, 1999, for compliance.” Given that
incremental hydropower facilities upgraded between 1999 and 2006 represent a

" Oct, 6, 2014, Comments of Pacific Power, at 3.
7 Qct. 6, 2014, Comments of Avista, at 8.
ERCW 19.285.030(12).
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significant share of the resources utilities use to meet their renewable resource target,
Avista’s suggestion would skew the incremental cost calculation. A complete and
accurate incremental cost calculation includes the costs of all eligible incremental
hydropower. Furthermore, the cost data for the non-eligible resource to which the
incremental hydropower resources will be compared are readily available in utilities’
integrated resource plans.

However, since the passage of the EIA, the Legislature has amended the law to allow
certain qualified biomass facilities acquired prior to March 31, 1999, to count as
eligible resources.” It is likely that these older qualified biomass facilities were
significantly depreciated before the Legislature allowed their use to meet the RPS,
and will likely have a very small incremental cost. This does not justify the
administrative burden associated with performing the calculation described in WAC
480-109-210(2)(a). Therefore, we add subsection (2)(a)(i)(G), allowing a utility
using an older qualified biomass facility to deem its incremental cost as zero.

ii. Certificate sales

WAC 480-109-210(2)(f) requires utilities to report the sale of certificates to the
Commission. PSE suggests that we delete this requirement because the EIA does not
explicitly require that a utility disclose sales, and PSE is concerned that the reporting
may disclose confidential information. We decline to delete this section, and note
that the Commission has rules for handling confidential information that PSE may
invoke in its filing. Additionally, we note that utilities will include much of this
information in the accounting of REC sales required by WAC 480-109-210(2)(a)(ii)
for an accurate calculation of incremental costs.

Pacific Power asks us to clarify that this requirement only applies to the sales of
RECs allocated to Washington. We agree and make that clarification.

4, Alternatives to the renewable resource requirement

Proposed WAC 480-109-220 describes the alternatives to the RPS provided for in the
EIA. Early in this proceeding, RN and NWEC requested that we modify the opening

PRCW 19.285.030(18).
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sentence of this section “to avoid the erroneous implication that qualifying for an
alternative to the renewable energy target completely eliminates the need to use or
acquire eligible renewable energy or RECs in that year.”®® We agree and in the
proposed rule we added “fully” as the third word of this section and to WAC 480-
109-210(2)(b), clarifying that it does not excuse a utility from using renewable energy
to fulfill as much of its RPS obligation as possible. RN and NWEC support this
proposal.®!

C. Energy and emissions intensity metrics rules

Proposed WAC 480-109-300 described reporting requirements for energy and
emissions intensity metrics.* Under this proposed rule, utilities must report annual
values for each metric for the preceding 10 calendar years. Metrics must be based on
the annual energy or emissions from all generating resources providing service to
customers in Washington, regardless of the location of the generaling resources. For
unknown generation, or “spot market” purchases, the utility shall report emission
metrics using the average electric power carbon dioxide emissions rate described as
the net system mix in the Washington state electric utility fuel mix disclosure reports
compiled by Commerce pursuant to RCW 19.29A.080. The report must include
narrative text and graphics describing trends and analysis of the likely causes of
changes, or lack thereof, in the metrics.

In written and oral comments, RN and NWEC supported the inclusion of this section.
RN cited the work of the 2013 Climate Legislative and Executive Workgroup, which
identified the EIA as the state’s most effective policy for reducing greenhouse gases,*

% May 9, 2014, Comments of RN and NWEC, at 6 (emphasis added); Dec. 2, 2013, Comments of
RN and NWEC, at 6.

8 Qct, 6, 2014, Comments of RN and NWEC, at 4.

% The report shall include the following metrics: (a) average MWh per residential customer, (b)
average MWHh per commercial customer, (¢) MWh per capita, (d) Million tons of CO2 emissions,
and () Comparison of annual million tons of CO2 emissions to 1990 emissions.

8 QOet. 6, 2014, Comments of RN and NWEC, at 3. The Workgroup was established by the
Legislature. E2SSB 5802. Chapter 6, Laws of 2013. State of Washington Climate Legislative
and Executive Workgroup (CLEW), Evaluations of Approaches to Reduce GHG Emissions in
Washington State, Oct. 14, 2013,
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and stated at the hearing that the reporting requirements in this section will provide
important performance metrics to evaluate the effectiveness of the EIA %

130 Incontrast, PSE and Pacific Power recommended deleting this section in its entirety.
PSE questioned the need for additional reports not specifically required in statute.®
Pacific Power also commented that this section lacks “appropriate statutory support or
authorization,” and that the multi-jurisdictional nature of its operations would make
complying with this section unduly burdensome.® Avista commented that the
reporting requirements contemplated in this section warrant further discussion, and
recommended that the Commission hold a workshop.®

131 For the reasons we discuss below, we reject the utilities’ requests to delete this section
in its entirety. However, as there remain sufficient concerns over the methodology
for reporting certain metrics, we do not adopt the rules in this order today. Instead,
we direct Staff to engage in further discussion with stakeholders to develop an
appropriate methodology for the per capita measurement, as well as guidelines to
allocate emissions for multistate utilities. After additional discussion, we plan to
consider for adoption a proposed rule that includes reporting requirements for energy
and emissions intensity metrics.

132 First, the Commission has a responsibility to “ensure the proper implementation and
enforcement of [the EIA] as it applies to investor-owned utilities.”® In this role, the
Commission has a duty to ensure that the EIA is implemented in a manner consistent
with the policy goals of the statute. The EIA includes a stated policy goal to
“increas[e] energy conservation.” While the existing reporting requirements enable
the Commission to track biennial compliance, the statute contains no further guidance
on how or how often the Commission should track utilities’ long-term progress
toward meeting the state’s conservation goals. We believe that developing energy

% Dina Dubson Kelley for RN, Nov. 5, 2014, Audio Recording, at 1:00:02.
¥ Oct. 6, 2014, Comments of PSE, at 38.

¥ Ogt. 6, 2014, Comments of Pacific Power, at 1.

81 Oct. 6, 2014, Comments of Avista, at 9.

% RCW 19.285.080(1).

¥ RCW 19.285.020.
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intensity metrics is reasonable, and consistent with the EIA’s goal to increase energy
conservation in the state.

The EIA further states a policy to “protect clean air and water.” Reducing greenhouse

1. In its January 2014 report to

gas emissions clearly fits within this broad policy goa
the Legislature, the Climate Legislative and Executive Workgroup attributed more
reductions in greenhouse gas emissions to the EIA over the next 20 years than any
other state policy.” While neither the drafters of Initiative 937 nor the Legislature
has specified how to measure the EIA’s impact on the carbon intensity of generation
used to serve Washington customers, establishing metrics to assess the EIA’s

effectiveness in reducing greenhouse gas emissions is appropriate.

In addition to its authority under the EIA, the Commission also has authority under
RCW 80.04.080 to require companies subject to its jurisdiction to file periodic or
special reports. Such reports include information based on melrics to assess the EIA’s
impact on the carbon intensity of generation used to serve Washington customers.

Second, we do not agree that reporting requirements would be unduly burdensome.
At the adoption hearing, Pacific Power and PSE indicated that the data needed to
calculate these metrics is available, and will likely continue to be available in the

future.”

Pacific Power and PSE raised concerns about the use of non-utility data, such as
census data, to report the MWh per capita metric in proposed WAC 480-109-
300(2)(c).” We recognize that it may be difficult to reconcile utility service
territories with census tract data. At the adoption hearing, PSE suggested that we
consider adopting a metric for MWh per customer, instead of per capita, or use a

# Id.

! The report attributed 10.9 MMTCO;. of greenhouse gas emissions reductions to the Energy

Independence Act in 2035, A Report to the Legislatire on the Work of the Climate Legislative

and Executive Workgroup, at 10 (January 2014), available at

hitp://www.governor.wa.gov/sites/default/files/documents/CLEWfinal CombinedReport20 140130
.pdf

* Etta Lockey and Mary Wiencke for Pacific Power, Nov. 5, 2014, Audio Recording, at 34:00-
41:00; Eric Englert for PSE, Nov. 5, 2014 Audio Recording at 57:00-60:00.

% Oct. 6, 2014, Comments of Pacific Power, at 2.
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factor to determine the number of people per meter.”* The impact of this change
would depend on the average number of people per meter in each utility’s service
territory. Proposed WAC 480-109-300(2)(a) and (b) provide energy intensity metrics
on a per customer basis. Our intent in proposing the MWh per capita metric is to
compare cnergy intensity across service territories while removing other factors, such
as the number of multi-family dwellings and the average family size in each service
territory.

At the adoption hearing, PSE stated that this challenge could be addressed by simply
specifying the source of the per capita data.”® The company further speculated that it
could obtain the data needed to meet this reporting requirement going back to the
“early 2000s.” Pacific Power also raised concerns about the administrative burden of
the 10-year look-back required in the proposed rule.?® Pacific Power stated that,
while it is not impossible to gather the necessary data, it would be *“a burdensome
exercise” to compile data going back 10 years on a system-wide basis and allocate it
to Washington.”” The result would not be the actual MWh delivered to Washington,
but an approximation based on cost allocation across the six states in which the
company operates. We recognize that Pacific Power does not currently allocate
system-wide emissions on a state-by-state basis, and that it has no similar reporting
requirement in other jurisdictions,

As the companies acknowledge, the data required to calculate the proposed metrics is
readily available.”® Collecting this data and reporting on energy and emissions
intensity metrics will be instructive in guiding state energy policy. It may assist in the
state’s efforts in meeting the statutory obligation to reduce greenhouse gas emissions,
and prove useful in the event state or federal regulations of carbon dioxide emissions
are adopted in the future.”” However, given that questions remain concerning the
appropriate methodology for collecting the data, we find it premature to adopt the

* Eric Englert for PSE, Nov. 5, 2014, Audio Recording at 59:00.

% Eric Englert for PSE, Nov. 5, 2014, Audio Recording, at 57:30.

% Etta Lockey for Pacific Power, Nov. 5, 2014, Audio Recording, at 33:00.

9 Mary Wiencke for Pacific Power, Nov. 5, 2014, Audio Recording, at 37:10 — 39:00.

% Etta Lockey and Mary Wiencke for Pacific Power, Nov. 5, 2014, Audio Recording, at 34:00-
41:00; Eric Englert for PSE, Nov. 5, 2014 Audio Recording at 57:00-60:00.

% RCW 70.235.020.
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proposed rule in this order. We encourage Staff to work with stakeholders to clarify
the appropriate methodology and options for calculating these metrics. While we do
not believe a full workshop is necessary to develop these methodologies, we do
request further comments and discussion. Today we file a proposed rule making
continuance regarding these metrics. Once stakeholders and Staff discuss the
methodology further, we will consider adopting a rule requiring reporting of energy
and emissions intensity metrics.

D. Application

The proposed rules in WAC 480-109, as revised by this order, are applicable to plans
and reports filed with the Commission on or after the date the rules are effective. The
rules in WAC 480-109 we adopt in this order do not require the revision of plans or
reports approved by Commission order prior to the effective date of the rules.

The rules in WAC 480-109 we adopt in this order are applicable to Commission
orders discussing the requirements of the chapter that are currently in effect. The
Commission has reviewed its orders that discuss the requirements of WAC 480-109
to determine if those orders are consistent with the revised rules. However, we
request that the utilities review these orders as well to ensure consistency. If a utility
determines that a prior Commission order that currently imposes a requirement on
that utility conflicts with the rules we adopt in this order, that utility must petition the
Commission for modification of that order within 30 days of the effective date of
these rules.

The rules in WAC 480-109 we adopt in this order are also applicable to the utilities’
tariffs. Ultilities must review their tariffs that discuss the requirements of WAC 480-
109 and ensure those tariffs are in compliance with the rules we adopt in this order. If
a utility determines that its tariff conflicts with the revised rules, that utility must file a
revised tariff with the Commission within 60 days of the effective date of these rules.
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1V.  COMMISSION ACTION

After considering all of the information regarding this proposal, the Commission finds
and concludes that it should amend, adopt, and repeal the rules as proposed in the CR-
102 at WSR # 14-18-084 with the changes described above and in Attachment A.

STATEMENT OF ACTION; STATEMENT OF EFFECTIVE DATE: Afiter
reviewing the entire record, the Commission determines that chapter 480-109 WAC
should be amended, adopted, and repealed to read as set forth in Attachment B, as
rules of the Washington Utilities and Transportation Commission, to take effect
pursuant to RCW 34.05.380(2) on the thirty-first day after filing with the Code
Reviser.

V. ORDER

THE COMMISSION ORDERS:

The Commission amends, adopts, and repeals chapter 480-109 WAC sections to read
as set forth in Attachment B, as rules of the Washington Utilities and Transportation
Commission, to take effect on the thirty-first day after the date of filing with the Code
Reviser pursuant to RCW 34.05.380(2).

This Order and the rules set out below, after being recorded in the register of the
Washington Utilities and Transportation Commission, shall be forwarded to the Code
Reviser for filing pursuant to RCW 80.01 and RCW 34.05 and WAC 1-21.

Utilities must review Commission orders that discuss the requirements we adopt in
WAC 480-109 and determine if those orders are in compliance with the rules adopted
in this order. If a utility determines that a prior Commission order that currently
imposes a requirement on that utility conflicts with the adopted rules, that utility must
petition the Commission for modification of that order within 30 days of the effective
date of the rules,
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Utilities must review their tariffs that discuss the requirements of WAC 480-109 and
determine if those tariffs are in compliance with the revised rules. If a utility
determines that its tariff conflicts with the adopted rules, that utility must file a
revised tariff within 60 days of the effective date of the rules.

DATED at Olympia, Washington, March 12, 2015.

WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION

dw*f; W&/“‘"‘l_.—-—-""

DAVID W. DANNER, Chairman

PHILIP B. JONES, Commissioner

ANN E. RENDAHL, Commissioner

Note: The following is added at Code Reviser request for statistical purposes:

Number of Sections Adopted in Order to Comply with Federal Statute: New
0, amended 0, repealed 0; Federal Rules or Standards: New 0, amended 0, repealed 0;
or Recently Enacted State Statutes: New 0, amended 0, repealed 0.

Number of Sections Adopted at Request of a Nongovernmental Entity: New
0, amended 0, repealed 0.

Number of Sections Adopted on the Agency's own Initiative: New 10,
amended 5, repealed 6.

Number of Sections Adopted in Order to Clarify, Streamline, or Reform
Agency Procedures: New 0, amended 0, repealed 0.

Number of Sections Adopted using Negotiated Rule Making: New 0,
amended 0, repealed 0; Pilot Rule Making: New 0, amended 0, repealed 0; or Other
Alternative Rule Making: New 0, amended 0, repealed 0.
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Appendix A: Comment Summary and Commission Response
Energy Independence Act Rulemaking, Docket UE-131723

Section

Commenter

Comment

Commission Response

“Biomass

energy™
WAC 480-109-

060(2)(b)(ii)

Avista

“Qld growth forests™ are not defined in the rule. Avista
suggests the Commission should hold a workshop on
this issue so that a definition may be included in the
rules by mid-2015.

The Commission believes that this issue is not ripe
for inclusion in this rule. The Commission prefers
to address this issue in the context of Avista’s
2015 and 2016 RPS reports, as Avista is the only
utility planning to use biomass energy at this time.

“Distributed
generation™
WAC 480-1009-
060(11)

Puget Sound
Energy

(PSE)

Restore the definition of “distributed generation™ used
in RCW 19.285.030(11).

The Commission declines PSE’s suggested
revision and adopts the definition of “distributed
generation” used in the proposed rule because it
restricts the use of the distributed generation
multiplier to appropriate situations. This definition
is consistent with the Department of Commerce’s
proposed rule WAC 194-37-136, which if adopted
will result in a uniform state policy. (WSR 15-02-
076, filed January 7, 2015.)

“Pro rata™
WAC 480-109-
060(19)

PSE,
Pacific
Power

Restore the existing WAC definition of “pro rata.” The
proposed definition is inconsistent with the
methodologies used by the Council in development of
the 6* Power Plan, and does not recognize the
differences in availability of resource potential within
the forecast period, the rate at which emerging
technologies become available in the market, or the
barriers to ramping up in hard-to-reach markets. (PSE
and Pacific Power)

Restore existing WAC 480-109-010(2)(b): “each utility
must fully document how it prorated its ten-year
potential to determine the minimum level for its
biennial conservation tarset.” (Pacific Power)

The Commission adopts the definition of “pro
rata” used in the proposed rule. As discussed in
the adoption order, the existing rule language
allowed more flexibility for utilities to ramp up
conservation acquisition to the levels required by
the EIA. Now that the conservation programs are
more mature, this flexibility is no longer
appropriate. The proposed language is consistent
with the plain meaning of the term “pro rata.”

“Pursue all*
WAC 480-109-
060(21)

PSE

Remove definition of “pursue all.” RCW 19.285.040
clearly describes what utilities are required to do to
demonstrate that they are pursuing all conservation.
This definition redefines those requirements.

The Commission retains the definition in the
proposed rule, and which is consistent with the
EIA. See the adoption order for additional
discussion.




Section Commenter | Comment Commission Response
Public Public Counsel supports the definition in the proposed
Counsel rule, and does not believe that it establishes a separate
requirement outside of the biennial conservation target.
Co-firing Northwest Remove co-firing. Co-firing is a process, not a The Commission agrees that co-firing is a process,
WAC 430-109- Energy resource. but it is appropriate include co-firing in the
060(25)(1) Coalition definition of “renewable resource™ to show that co-
(NWEC) firing may be used to meet renewable resource
targets.
Single large PSE Restore definition in RCW 19.285.040(1)(c)(ii). To While Staff agreed with this revision, the
facility add clarity, PSE proposes adding: “...premises of a Commission declines to adopt it. RCW
WAC 480-109- single customer who participated in a utility 19.285.040(1)(c) is a new statutory provision,
060(28) conservation program and whose annual...” therefore the Commission prefersto use a
definition that does not add to the statutory
language.
“Transmission PSE and Remove the definition of “transmission voltage.” This | To address this concern, we remove the definition
voltage” Pacific definition may be inconsistent with classification of and add “For the purposes of this subsection,
WAC 480-109- Power transmission voltage used for FERC rates. PSE transmission voltage is 100,000 volts or higher,” to
060(30) classifies transmission voltage as 55kV and above. WAC 480-109-100(3)(c)(iii) and WAC 480-109-
200(8)(b).
Process for Pacific Replace “potential of possible technologies and This subsection describes the entire process for
pursuing all Power conservation programs and measures” with identifying “conservation potential.” We reject
conservation — “conservation potential,” as they are separate concepts. | Pacific Power’s request and retain this longer
Identify description of the entire process utilities must use
potential to identify their cost-effective, reliable and feasible
WAC 480-109- conservation potential. To clarify that this
100¢1¥a)(i) identification takes place at the measure level, we
delete “programs and.”
Process for NWEC Add a sentence or clause saying the utility would need | The Commission rejects this suggestion, as the
pursuing all to provide supporting materials or documentation to requirement to provide this documentation is
conservation — demonstrate that no cost-effective, reliable and feasible | encompassed in the rule. The rule appropriately
Develop conservation was available from one of the sources requires utilities to consult with their advisory
portfolio listed. groups regarding the development of conservation
WAC 480-109- potential assessments in WAC 480-109-110(1)(e)
100(1)(a)(ii) and provide documentation of the development of

the biennial conservation plan in WAC 480-109-




Section Commenter | Comment Commission Response
120(1)(b)(iv). Accordingly, utilities must provide
supporting evidence to their advisory groups when
certain types of conservation are not available.
Process for PSE The term “emerging” is misleading. Remove “a utility | The Commission retains the language in the
pursuing all must research emerging conservation technologies, and | proposed rule. As discussed in the adoption order,
conservation — assess the potential...” The proposed language is it is necessary for utilities to research emerging
emerging ambiguous and may lead to misinterpretations and technologies as part of an effective adaptive
technologies stakeholder disagreements. For example, PSE is management strategy.
WAC 480-109- unclear whether this research would be required in the
100{1){a) IRP or as a part of the conservation process.
Pilots PSE The proposed language is ambiguous. PSE proposes: The Commission agrees that it is appropriate to
WAC 480-109- “A utility may implement pilot projects when provide a timeframe for implementing pilot
100(1)(c) appropriate and expected to produce cost-effective projects, and adopted PSE’s proposed language in
savings within the current or immediately subsequent WAC 480-109-100(1)(c).
biennium, as long as the overall portfolio remains cost-
effective.”
Conservation PSE 100(2)(b) Add: *, meaning specifically that utilities The Commission agrees with PSE’s comment but
potential must utilize the following approach in developing the implements it by adopting the Sixth Northwest
WAC 480-109- potential: (i) Technical Potential: An estimate of the Conservation and Electric Power Plan by reference
100(2)(b) amount of conservation potential available without in WAC 480-109-999.
regard to market barriers: (ii) Achievable
Potential: The subset of Technical Potential the utility
could expect to achieve given market barriers: (iii)
Economic Potential: The subset of Technical Potential
that is cost effective. (iv) Avoided ene ortfolio
costs must reflect the 10% eredit from the Northwest
Power Act
Conservation PSE and e Remove “its unit energy savings value, and the The Commission declines to adopt these revisions.
potential Pacific source of that value.” UES values are documented | It is necessary for utilities to file a list of all unit
WAC 480-109- | Power in individual measure workbooks and are available | energy savings with their ten-year conservation
100(2)(c) when requested. Providing this information in the | potential for stakeholders to conduct a thorough

report will result in addition of hundreds of pages.
UES values may not transfer easily from the CPA
to program savings values because program savings

review of this information during the biennial
conservation target setting process.




Commenter

Section Comment Commission Response
are impacted by program delivery mechanisms.
(PSE)
e Revise: “the projection must include a list of each
- measure category used in the potential, s5-unit
enermy-savines-valie, and the source of that value.”
(Pacific Power)
Biennial NWEC (a} & (b) should reference cost-effective conservation. | As discussed in the adoption order, the
conservation Commission has revised this section to refer to
target “available conservation that is cost-effective, .
WAC 480-109- reliable, and feasible.”
100(3)
Excess PSE e (c): The proposed language is inconsistent with the | The Commission rejects PSE’s argument that the
Conservation RCW. Use the language in RCW proposed language is inconsistent with the statute.
WAC 480-109- | NWEC 19.285.040(1)(c)(i). (PSE) The proposed language allows for excess
100(3)(c) s (c) should say “biennia” instead of “biennium.” conservation to be used toward meeting targets,
(NWEC) : but specifies that it may not be used to adjust
e This language provides appropriate guidance asto | ¢onservation potential or targets. This language is
the use of excess conservation. We believe that the | consistent with the intent of the statute. The
legislative intent was for excess conservation to be | Commission adopts NWEC’s proposed changes to
used to mitigate a shortfall in future biennial WAC 480-109-100(3)(c)(i) and (i) to clarify that
periods. (NWEC) excess conservation may be used to meet up to
e (i) & (ii) should be written the same. (i) “eachof | tWenty percent of each of the “immediately
the subsequent two” vs. (ii) “each of the immediate | Subsequent two biennial targets.”
two subsequent....” (NWEC)
Prudence PSE Replace with: “A utility must demonstrate the The Commission declines to adopt PSE’s
WAC 480-109- prudence and cost-effectiveness of its conservation suggested language because it fails to account for
100(4) programs to the Commission after the savings are the ongoing review of conservation savings

achieved.” This is an inaccurate citation to RCW
19.285.050(2), which says: “an investor-owned utility
is entitled to recover all prudently incurred costs
associated with compliance with this chapter.”

occurring in the advisory groups before, during,
and subsequent to conservation achievement. To
address PSE’s concern, the Commission adopts
changes to clarify that a utility retains the
responsibility to demonstrate the prudence of all
conservation expenditures, “consistent with RCW
19.285.050(2).”




Section

Commenter

Comment

Commission Response

Energy savings
WAC 480-109-
100(5)

Public
Counsel

PSE

Pacific
Power

“By commission order” may cause confusion or
create new burdensome processes. Revise: “...by

the regional technical forum, except as Q[gwdggj
thIS suhsecnnn —af-breefﬂmts&wn-eféer—?he

Wﬁf&t&é@l—tﬁ%ﬁ If a utllm unjme.s unit

energy savings values or protocols other than those
established by the regional technical forum such
values or protocols must be:” (Public Counsel)
Revise to match PSE’S conditions in (6)(b) and
(6)(c) in attachment A of Order 01, Docket UE-
132043. The proposed language implies that
companies will need to seek approval from their
advisory groups to implement néw measures after
the plan and target have been approved. (PSE)

dd “When making changes or proposing new
measures,” and “standard protocol Mimg
estimation methodologies approved... or provide

an explanation for why not.” (Pacific Power)
(5)(b) Replace “for this” with “or” (Pacific Power)

The Commission believes that these concerns are
addressed by reverting to the version of this
section in the August 2014 draft rule, which does
not mention “by Commission Order.”

High efficiency
cogeneration

WAC 480-109-
100(6)

PSE
NWEC

Replace “certified” with “verified” by a
professional engineer. (PSE)

This should include the statutory language stating
that high-efficiency cogeneration shall be “counted
towards meeting the biennial conservation target in
the same manner as other conservation savings.”

(RCW 19.285.040(1)(d)(ii)) (NWEC)

The Commission declines to adopt these changes.
A professional engineer’s training and experience
qualifies her to design and certify the performance
of cogeneration plants. Thus, it is appropriate to
require any technical reports regarding
performance claims of high-efficiency
cogeneration to be certified by a professional
engineer in accordance with RCW 18.43.070, and
WAC 196-23-020. The Commission declines to
adopt NWEC’s revision because WAC 480-109-
100(6) states *“a utility may count as conservation
savings™ high efficiency cogeneration, which
encompasses the statutory language.

Cost-
effectiveness

Industrial
Customers

Add: “costs included in the portfolio level analvsis

include conservation-related administrative costs.”

The Commission declines to adopt ICNU’s
proposed revision. As discussed in the adoption




Section Commenter | Comment Commission Response
evaluation and | of Northwest | Administrative costs will be incurred if the proposed order, we believe that ICNU’s concerns regarding
Low-income Utilities rule is adopted, particularly the carbon-intensity metric | low-income programs are addressed by the
programs (ICNU) reporting. addition of WAC 480-109-100(10).
WAC 480-109- Administrative costs associated with reporting
100(8)(a) carbon-intensity metrics are not conservation-
related. Thus, utilities may not collect these costs
through the conservation recovery adjustment.
Pacific Remove “except low-income conservation programs.” | The Commission declines to remove the exception
Power for low-income programs, and modifies this
section to state, “...except programs described in
WAC 480-109-100(10)." See the adoption order
for additional discussion.
Cost- Pacific e (8)(b): Delete entire subsection and subparts. The Commission adds WAC 480-109-100(10) to
effectiveness Power Until the ramifications of this proposed change address low-income conservation, described in
evaluation of have been reviewed, it is prudent to continue to detail in the adoption order. The Commission
Low-income apply the same cost-effectiveness tests to all believes this new subsection addresses the
programs programs. It isn’t possible to use this screening for | concerns of all stakeholders. The Commission
WAC 480-109- measures within the CPA and IRP planning phases. | appreciates the stakeholders’ contributions to the
100(8)(b)* Some measures might be cost-effective if installed | development of the revised language.
in a low-income home, but not in a non-low-
* WAC 480-109- income home. (Pacific Power)
100(10) in the *  (8)(b)(i) Requires a utility to evaluate low-income
rule as adopted. conservation programs using the SIR or the
Council’s method. This suggests that a utility has
the choice between the two methodologies. (Pacific
Power)
PSE e The proposed language would add layers of review

and processing, and increase the administrative

costs to the low-income program:

1. It would require an entirely new tracking and
reporting system, cause the agency to have to
track two sets of data.

2. Commerce already verifies the application of
the SIR model. Requiring utilities to perform
the test is redundant.




Section

Commenter

Comment

Commission Response

3. If the agencies were required to perform
TREAT modeling for each project, the cost-
effectiveness of the program would be at risk.

e (8)b)i) Replace with: “(i) A utility must base its
low-income program cost-effectiveness reporting
on data provided by low-income agencies. This
data may be based on the SIR method for priority
matrix measures and measures recommended by

TREAT models.”

NWEC

The rules should clarify that utilities should use the
most current weatherization manual for the SIR. The
treatment of low-income programs is appropriate, and
the emphasis on cost-effectiveness at the portfolio level
is consistent with the “bundled” measure approach, and
provides appropriate benefits to customers.

Energy
Project

The title of the Weatherization Manual changed;
include the new title in the rule. Implicit in the
adoption of the Weatherization Manual is the
acceptance of the use of a priority list of measures that
agencies can install without running a computer
program to develop a site specific calculation of an
SIR.

The SIR calculation fails to recognize all of the benefits
that accrue from the work while counting all the repair
costs (life of the structure, health of occupants).

Incentives
WAC 430-109-
100{9)

Biennial conservation plan proceedings are
comprehensive and an appropriate place for a
discussion of the merits and impacts of a utility
incentive.

We add the word *“utility” to the title and the
second sentence to clarify that this subsection
refers to “utility incentives.”

Conservation
advisory groups
WAC 480-109-
110(1)

PSE

e (1)(d) Replace “evaluation” with “review.”
e - (1)(e) & (g) clarify that Advisory Group members
“may” participate and review, if they elect to.

The Commission rejects PSE’s proposed revisions.
First, it is appropriate for advisory groups to
determine what level of rigor is satisfactory for the
biennial evaluation of conservation achievement.
Second, both conservation and IRP advisory
groups have a role in conservation potential




Section Commenter | Comment Commission Response
assessments and developing supply curves. Each
utility is currently required by order to engage its
conservation advisory group in the development of
the conservation potential assessment within the
IRP. It is appropriate to maintain this requirement
in the rule.
Conservation NWEC The meetings can be either in-person or telephonic. The rule does not specific the type of meeting,
advisory groups therefore it is inclusive of telephonic or electronic
- meetings meetings, and no change is necessary.
WAC 480-109- '
110(2)
Advance PSE, o Replace with: “Except as provided in WAC 480- | The Commission agrees that it is not necessary to
notification of | NWEC 109-120 (reporting), and with the exception of require advance notification of conservation cost
filings conservation recovery filings, a utility will provide | recovery adjustment filings, and adopts an
WAC 430-109- its advisory group an electronic copy of all exemption for filings required by WAC 480-109-
110(3) conservation-related tariff filings that the utility 130. The Commission acknowledges the concern
intends to submit to the Commission at least two regarding extraordinary circumstances, but rejects
months prior to the requested effective date. When | the proposed revision. In extraordinary
extraordinary circumstances dictate, a utility may | circumstances, a utility may petition the
provide its advisory group with a copy of the filing | Commission for an exception from the rule.
concurrent with the Commission filing.” (PSE)
e It seems appropriate to provide the utilities an
exemption from this requirement under certain
circumstances (i.e. when speed is essential).
(NWEC)
Conservation PSE “Public meetings”™ is too vague. Replace with: “A The Commission adopts Janguage to clarify each
advisory groups utility will notify its conservation advisory group of utility must notify its advisory group of “company
—advance public meetings that the utility schedules to discuss the | and commission™ meetings. This revision requires
notification of development of its conservation potential assessment or | the utility to notify its conservation advisory group
meetings integrated resource plan.” of public meetings held by the utility, and
WAC 480-109- Commission open meetings regarding the utility’s
110(4) conservation programs.
Biennial PSE 120(1)(b)(i): replace “achievable” with “economic cost- | We replace “ten-year achievable conservation
conservation effective.” potential™” with “ten-year conservation potential” to
plan correspond to the new title of WAC 480-109-




Section Commenter | Comment Commission Response
WAC 480-109- 100(2). We also add WAC 480-109-120(1)(c) to
120 clarify that the ten-year conservation potential in
this section is the same as that in WAC 480-109-
100(2).
120(1)(b){iv): replace “description™ with “summary The Commission declines to adopt this change,
overview.” which would weaken the requirement.
120(1)(b)(vi)(B): Add “Where individually The Commission declines to adopt this revision. It
identifiable,” is appropriate for each utility to discuss its EM&V
budgets with its advisory group.
Biennial Public The proposed rule does not include any specific The Commission agrees that a utility should
conservation Counsel requirement in the event a utility establishes new present new programs to its advisory group, and
plan — new programs mid-biennium. The utility should file an has adopted this requirement in WAC 480-109-
programs addendum or update to its biennial conservation plan 110(1)(m). An addendum or update may be
WAC 480-109- and provide the program details to the advisory group | appropriate for major additions, but should not be
120 and allow for review and comment. This is part of the | required by rule.
2014-15 conditions, and it should be included in the
rule.
Annual FSE 120(3)(b)(ii): Replace “description™ with “high-level The Commission declines to adopt PSE’s
conservation discussion of the key sources of variance between the suggestion to change “description” to the less
report planned and actual savings™ A description of “any™ rigorous term “high-level discussion,” which
WAC 480-109- variance will increase the administrative burden on would weaken the requirement. The Commission
120(3)(b) utilities. accepts PSE’s suggestion to change “source of any
variance” to “key sources of variance.” Annual
conservation reports should explain the reasons for
substantive variations, not list every potential
cause of variation.
PSE 120(3)(c): remove requirement to file with the The Commission adopts a change to clarify that
Department of Commerce. Reports are “provided to” | utilities “submit,” rather than “file” the report with
rather than filed with Commerce. Replace with: “A the Department of Commerce, to more accurately
utility must file a conservation report with the reflect the process by which the utilities provide
commiission in the same docket as its current biennial this information.
conservation plan.”
Cost- PSE Make the language in sections 480-109-120(3)(b)(iv) The Commission agrees with PSE’s comment and
effectiveness and 480-109-120(4)(b)(iv) consistent. made the language consistent. As discussed in the
Reports adoption order, the both portfolio- and program-




Section Commenter | Comment Commission Response

WAC 480-109- level cost-effectiveness are useful information to

120(3)(b)(iv) and guide adaptive management decisions, and should

(4)(b)(iv) be included in annual conservation reports. We do
not require the program-level cost-effectiveness in
the biennial conservation plans to lessen the
administrative burden.

Third-party NWEC, PSE | NWEC believes this language is appropriate. The Commission believes that it is appropriate for

evaluations utilities to provide a narrative discussion

WAC 480-109- PSE suggests replacing “evaluation™ with “review,” We decline to adopt PSE’s suggestion to change

120(4)(b)(v) and add “as deemed necessary by a utility’s advisory “evaluation” to “review.” Independent third-party

group.” evaluations are required in existing Commission

orders, and are consistent with current practice. It
is appropriate for advisory groups to determine the
scope of the cost-effectiveness discussions in the
reports.

Publication of PSE The plans contain confidential and sensitive data. The | The Commission does not intend these sections to

EERS and RPS proposed requirement could result in a reduction of the | require utilities to publish confidential

reports amount of detail provided to the CRAG. information. A utility should provide work papers

WAC 480-109- and supporting documentation to its advisory

120(6) and WAC group, but confidential information as defined in

480-109-210(4) WAC 480-07-160 may be redacted.

! PSE Replace with: A summary of the last two conservation | The Commission agrees with PSE’s suggestion
plans and conservation accomplishment reports that providing a summary of EERS reports to the
required in this section must be posted and maintained | public would be helpful. We adopt revisions to
on the utility’s web site.” this section to also require utilities to post a

summary of planned and actual savings and
expenditures on their websites. Further codifying
our precedent, we clarify that a utility must post
EERS and RPS plans and reports on its website
within 30 days of commission acknowledgment of
the plan or order approving the report.
Conservation PSE This rule needs to work in conjunction with RCW We add the word “all” to clarify that filings must
cost recovery 80.28.303. Not sure how this proposed rule would not exclude expected changes in conservation
adjustment coexist with existing settlement agreements. Reviseto | costs and amortization of deferred balances.

say: “Utilities must file with the commission for

10
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Commenter
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WAC 480-109-
130(1)

recovery of all expected conservation costs and other
approved costs and amortization of deferred balances.
A utility may include its conservation recovery
procedures in its tariff, or other rate recoverv
mechanisms as allowed in RCW 80.28.303 et. seq.”

As described in the adoption order, we decline
PSE’s request to add “other approved costs,”
because it is our preference that these tariffs
include only the costs of conservation programs.
As described in the adoption order, we decline
PSE’s request to add “or other rate recovery
mechanisms as allowed in RCW 80.28.303 et.
seq.” to the end of subsection (1).

As described in the adoption order, we require the
inclusion of procedures in the tariff.

Conservation
cost recovery
adjustment
WAC 480-109-
130(3)

PSE

Replace second sentence with: “Utilities shall base
conservation recovery rates on forward-looking
budgeted conservation program costs for the future vear
with a subsequent true-up to recover only actual
program costs of the prior yvear. Utilities must also
include the effects of variations in actual sales on
recovery of conservation costs in the prior year”

As described in the adoption order, we accept the
addition of "forward-looking" before budgeted
conservation and the substitution of "programs" for
"measures" in both places in the same sentence; we
decline to add “with a subsequent true-up.”

Renewable
portfolio
standard
WAC 480-109-
200

PSE

Replace “portfolio standard™ with “renewable resource™

or “renewable energy target” throughout.

The Commission rejects this proposed revision as
“Renewable Portfolio Standard” is an industry-
standard term.

WREGIS
registration
WAC 480-109-
200(3)

Avista,
Chelan

Renewable
MNorthwest
and NWEC
jointly
(RN/NWEC)

e  This requirement will disqualify a significant
amount 15,000+ MWh) of qualifying renewable
energy to the detriment of customers. Revise to
clarify that all eligible generation owned by IOUs
must be registered in WREGIS, and state that the
Commission-regulated utility shall (a) encourage
such non-Commission regulated entity to register
its facilities in WREGIS. When unsuccessful, the
10U shall (b) provide documentation provided by
the non-Commission regulated utility to the State
Auditor and a written certification by an executive
officer attesting to the fact that such eligible
resources were used for compliance with the Act

The Commission retains the requirement that all
eligible generation must be registered in WREGIS.
As described in the adoption order, the public
interest in preventing double counting justifies any
administrative burden imposed on utilities.

1




Section Commenter | Comment Commission Response
and are not be used for compliance by another
entity. (Avista, Chelan PUD)
e This requirement is appropriate and provides
consistency with other resources. (RN/NWEC)
Renewable EN/NWEC | This Janguage is consistent with the Commission’s The Commission retains the proposed rule’s
energy credit declaratory order in Docket UE-111663. language that the multipliers do not create
multipliers additional renewable energy credits.
WAC 480-109-
200(4)
Incremental Chelan PUD | WREGIS requires that generation be reported on a The Commission declines to adopt any changes to
Hydro: monthly basis for each generating unit, within 75 days | Method 1. The Commission encourages utilities
Method 1 of the period of generation. Thereisawaytodoa using Method 1 to work closely with Staff to
WAC 480-109- “prior period adjustment.” Agencies that review a address these concerns prior to filing a final RPS
200(7) utility’s usage of Method 1 should do so on a timeline | compliance reports. WREGIS provides ample
that will ensure that the utility can use the incremental | flexibility to adjust previously reported monthly
hydro for compliance. generation for up to two years. Further, WAC
480-109-210(6) provides two years after for
utilities to submit their final RPS compliance
reports.
Incremental Chelan PUD | Remove “river discharge of each year in the historical | The Commission declines to adopt changes to
Hydro: period for” to accommeodate Chelan PUD’s method. Method 2. The proposed rule calls for an average
Method 2 Entities using method 2 could follow the standard river discharge calculated over a period of “at least
WAC 480-109- WREGIS operating guidelines for reporting generation, | five years.” Thus, this language does not preclude
200(7) as the percentage factor would be known in advance. the use of all available years.
Pacific e PacifiCorp supports the use of a five-year historical | The Commission appreciates Pacific Power’s
Power, period for method 2. (Pacific Power) support of the five-year minimum historical period
NWEC e (iv) should say, “calculating...” and (v) should say, | in Method 2. The Commission adopts NWEC’s
“multiplying...” (NWEC) grammatical corrections.
Incremental Avista Remove reference to Method 3 as a pilot method. As discussed in the adoption order, we adopt
Hydro: Method 3 provides a valid estimate of expected benefits | changes to this section that remove the reference to
Method 3 from hydro upgrades over time, and more certainty Method 3 as a “pilot method” and adjust when
WAC 480-109- about the amount of energy to include in the reports, If | utilities using Method 3 must compare it to one of
200(7) the 2017 reporting period provides evidence that the other two methods. The Commission adopts

Method 3 is not providing a fair valuation of hydro

language clarifying that, if that analysis finds a
significant different between Method 3 and one of

12




Section Commenter | Comment Commission Response
upgrades, then the Commission can take up the issue at | the other methods, it may order a utility to use a
that time, (Avista) different method in future reporting years.
RPS reporting BEN/NWEC | Clarify that the annual report details the resources that | The Commission recognizes this concern and
WAC 480-109- utilities acquired or contracted to acquire by January 1 | provides clarification in the adoption order.
210(1) of that same target year.
Incremental cost | RM/NWEC, | e The proposed rule includes integration costs for the | The Commission declines to adopt any changes
calculation PSE eligible resource, but not the noneligible resource. | that may contemplate the incorporation of
WAC 480-109- (RN/NWEC) “integration costs” or ancillary services associated
210(2)a)(1) o In supplemental comments filed on Oct. 30, 2014, | with noneligible resources into the incremental
PSE rescinded its Oct. 6 comments on this section. | cost calculation. The Commission believes that
(PSE) the literature on this topic is not sufficiently
developed, and that this issue it is not ripe for
inclusion in the rule at this time.
Incremental cost | ICNU (2Xa)(i)(A): add: “including integration costs As described in the adoption order, we agree that it
calculation caleulated consistently with its [RP, including its wind | is appropriate for a utility to use the integration
WAC 480-109- integration study...” costs calculated consistently with its IRP, and
210(2)(@)1NA) adopt changes to this subsection.
Incremental cost | RN/NWEC, | e Suggest the rule require utilities to use an effective | While the Commission declines to adopt
calculation — Avista, load carrying capacity methodology, a less volatile | Renewable Northwest’s suggestion to require the
one-time ICNU and more reliable method for calculating capacity use of an effective load carrying capability, we
component contributions. (a)(i)(B) Capacity. Calculate the express support for the usage of that and similar
WAC 430-109- capacity credit for each eligible resource by methodologies in adoption order. We adopt Avista
210(2)(a)(iyB) ultiplving the resource’s nameplate capacitv bv and ICNU’s suggestion, and encourage utilities to
its percentage capacity value, which must be adopt best practices as they emerge in this
determined by modeling the-elisibleresouree’s developing field of research, in consultation with
ewput—in-mesawatisratthe- time-of theutilin’s their respective IRP advisory groups.
ace I approximatin
the resource or resource 's effective load
carrying capabilitv. (RN/NWEC)
e Avista and ICNU suggest using the capacity value
the utility identified in its integrated resource plan.
Incremental cost | Avista (2)a)(i)(E) The latest IRP may be 3 vears old, and may | The Commission agrees that the rule should allow
calculation — not reflect the lowest-cost non-eligible resource. (i.e. utilities to use updated cost information when the
one-time fluctuations in natural gas and wind prices.) Add: “Or | information in its IRP is out-of-date. The
component where cost information in the IRP is no longer Commission adopts new language in this
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Section Commenter | Comment Commission Response

WAC 480-109- substantially representative of the lowest-cost, non- subsection to allow a utility to use cost information

210(2)(@)(ixE) eligible capacity resource, provide detailed from another source, provided that it also provides

documentation of the costs used, and why the figures documentation and an explanation of why it used
are superior 1o those contained in the latest IRP.” an alternative source.

Incremental cost | Pacific e It is unclear what action, if any, will need to be The Commission believes that the one-time nature

caleulation — Power taken in order to update the incremental cost of the incremental cost calculation means that

one-time calculation if the underlying inputs change? underlying inputs do not change, and that no

component e (2¥a}i)(E): If the eligible resource is a PPA, the revisions to the rule are necessary to address

WAC 450-109- rule should be clear that the life of the facility Pacific Power’s first comment. To address Pacific

210(2)(a)(1)(E) should be set equal to the term of the PPA. Power’s second comment, the Commission adopts
the addition of “contract length” to the length of
time over which the noneligible resource’s energy
and capacity costs may be levelized.

Incremental cost | RN/NWEC | e  (a)(i)(F) should include a sentence stating that the | The Commission adopts language clarifying that

calculation end result of this calculation may be a negative the result of the incremental cost calculation may

WAC 480-109- number. be a negative number. The Commission believes

210(2)(a)(iXF) e The proposed rule should provide for accounting of | that the issue of fuel price risk is not ripe for

fuel price risk. inclusion in the current rule.

Incremental cost | Avista Add: (G) Pre-Act Qualifying Resources. Any The Commission adopts a new subsection in WAC

calculation qualifying resources acquired or committed to prior to | 480-109-210(2)(a)(i)(G) to allow utilities to deem

WAC 480-109- November 2006 shall be attributed a cost of zero in the | the incremental cost of “legacy resources” as zero

210(2)(@)(IXG) incremental cost caleulation. dollars. As discussed in the adoption order, the
small cost of these facilities does not justify the
burden of estimating these costs.

Annual Avista, e This calculation double-counts the energy value, as | The Commission declines to adopt any changes to

calculation of Snchomish energy sales already are subtracted from each the annual calculation of the revenue requirement

revenue PUD eligible resource’s cost in 480-109-210(2)(a)(i)(F). | ratio. The Commission disagrees that this

requirement (SnoPUD) calculation results in double-counting.

WAC 480-109- o (C) “Subtract the revenue from the sales of any

210(2)(a)(i) renewable energy credits and/or any revenue from

the sale of non-power attributes associ W
energy from eligible facilities; and” (SnoPUD)
Avista withdrew its comment regarding this section
via email on Nov. 6, 2014.
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Section Commenter | Comment Commission Response
Alternative NWEC, e Revise: “...other information in its report to The proposed rule clearly communicates the
compliance RN/NWEC demonstrate that it qualifies to use that-the concepts in NWEC’s revision to 210(2)(b), so we
WAC 480-109- alternative compliance mechanism in WAC 480- decline to make this change.
210(2)(b) 109-220(1) or (3).” (NWEC)
e This clarifies that the alternative compliance
mechanisms may be used to lessen, but not
eliminate the requirement to deliver renewable
energy and/or retire RECs on behalf of customers.
(RN/NWEC)
Eligible PSE Delete section. The purpose of the annual report is to The Commission declines to delete this subsection,
resources report what resources the utility used to comply in a which is consistent with Commission orders in
WAC 480-109- past target year. It is not necessary to list all eligible Dockets UE-120802 and UE-131072.
210(2)d) renewable resources. Major resources will go through
the ratemaking process first before they are used for
compliance.
Multistate RN/NWEC | NWEC and RN support. Ideally, this provision could The Commission adopts the use of “certificate™
allocations also direct the utility to ensure that any fuel mix throughout this section, consistent with the
WAC 480-109- disclosure in the impacted states reflects the proper definition in WAC 480-109-060(3). The
210(2)(e) allocation of the eligible renewable resource based on Commission declines to adopt rules regarding fuel
cost allocation to each state. mix disclosure, which is reported to the
Department of Commerce under RCW
19.29A.060.
Certificate Sales | PSE Delete section. The law does not require that a utility | The Commission declines to delete this section.
WAC 480-109- disclose this proprietary and confidential information. | The proposed rule does not require utilities to
21002)(H) The proceeds from REC sales are already handled disclose confidential information. A utility may
through an accounting petition. file this information confidentially under RCW
80.04.095.
Pacific The requirements should specify that they only apply to | The Commission agrees that this rule applies only
Power the sales of RECs allocated to Washington. Reporting | to the sales of RECs allocated to Washington. The
all REC sales would be a significant administrative Commission adopts clarifying language in 480-
burden. 109-21002)(f).
Report review Avista Limit the posting of historical RPS and conservation

WAC 480-109-
210(4)

reports on utility websites to ten years.

The Commission declines to limit the posting of
historical reports. All reports should be available
for public review. The Commission adopts
changes to this section to require that reports be
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Section Commenter | Comment Commission Response
See also 480- posted within 30 days of commission order
109-120(6) approving the reports, and provided to any person
upon request.
Energy and PSE, e Delete section. This data is already available, and | The Commission declines to delete this section.
emissions Pacific these reporting requirements are not specifically This reporting requirement is necessary to track
intensity metrics | Power, enumerated in RCW 19.285. The “unknown progress toward meeting the objectives of the
WAC 480-109- | Avista generation sources” section lacks any established | statute, to “increase energy conservation” and
300 methodology. There are no benchmarks against “protect clean air and water.” As described in the
which to compare. What will happen with the adoption order, the Commission plans to adopt this
data? (PSE) section at a later date. The Commission does not
s Delete section. This type of reporting is extensive | believe that this reporting requirement is unduly
for a multi-jurisdictional company. The company | burdensome.
does not collect information about its customers on
a per capita basis. This could require burdensome
parsing of census data. It may be more efficient for
the Commission to compile utility emissions data
from each IOUs and determine its desired per
capita metric. If per capita requirements remain in
this rule providing the source for per capita
calculations should be in rule. (Pacific Power)
e Emissions-related metrics (2)(d) & (2)(e) warrant
further discussion. The Commission should hold a
workshop. (Avista)
Pacific (2)(2) and (b): If the Commission keeps this section, it | The Commission agrees with this revision.
Power should revise to: “average MWh per residential
customer” and “average MWh per commercial
customer.”
NWEC For clarity, revise the third sentence to “customers of The Commission agrees with this revision.

that utility in Washington” (NWEC)

Add MWh per industrial customer

The Commission declines to accept this proposed
additional requirement. Due to large historic
swings in industrial load, this is not a reliable long-
term trend metric.
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Section Commenter | Comment Commission Response
(d) & (e): should these include CO2 equivalent The Commission declines to accept this revision.
emissions? The difference between CO» emissions and CO2
equivalent emissions for combustion technologies
is not significant enough to impact trending data.
n/a PSE In supplemental comments, PSE suggests adding a new

section describing what occurs if the rules go into effect
before January 1, 2015.

We adopt the rules after January 1, 2015, so this
addition is not necessary.
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AMENDATORY SECTION (Amending WSR 07-24-012, filed 11/27/07, effective
12/28/07)

wWAC 480-109-010 ( (Conservation—resources—)) Purpose and scope.
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&e¥¥&£&&&—%&¥q&%—}} The Eurgose of thls chagter is tc establlsh rules
that electrie utilities must use to comply with the requirements of

the Energy Independence Act, chapter 19.285 RCHW.

BAMENDATORY SECTION (Amending WSR 07-24-012, filed 11/27/07, effective
12/28/07)

WAC 4B0- 1ﬂ9 020 {{Rﬂﬂﬂﬂab%a—*eaaufeeau}} Appliﬁatlon of rules.

=) (L) The rules in thlS chagtg; apply

to any electric utility that is subiject to the commission's jurisdic-

tion under RCW 80.04.010 and chapter 80.28 RCHW.
(2} Any affected person may ask the commission to review the in-
terpretation of these rules by a utility by making an informal com-
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plaint under WAC 480-07-910, Informal complaints, or by filing a for-
mal complaint under WAC 480-07-370, Pleadings—General.

3] No exception from the provisions of any rule in this chapter

is permitted without prior writtenm authorization by the commission.

Such exceptions may be granted only if consistent with the public in-

terest, the purposes underlying regulation, and applicable law. Any

deviation from the provisions of anv rule in this chapter without pri-

or commission authorization will be subiject to penalties as provided
by law.

AMENDATORY SECTION (Amending WSR 07-24-012 and 08-01-037, filed
11/27/07 and 12/10/07, effective 12/28/07 and 1/10/08)

WAC 480-109-030 { {(Blbernaktives—to—the renewable resource re-
i -)) Exemptions from rules in chapter 480-109 WAC. || Fermbeaet
i cr G e = = il e = =] i A - & t =

== = i i
i oy rm

: . Yieibd Bla v
ble—encrgy——eredits;—er—a—eceombination of beoth:)) The commission may

grant an exemption from the provisions of any rule in this chapter in
the same manner and consistent with the standards and according to the

procedures set forth in WAC 480-07-110 (Exemptions from and modifica-

tions to commission rules; conflicts invelving rules).
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AMENDATORY SECTION (Amending WSR 07-24-012, filed 11/27/07, effective
12/28/07)

WAC 480-109-040 ( (Annual —repeorting)) Additional requirements.
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this—reports)) (1) These rules do not relieve any utility from any of

its duties and obligations under the laws of the state of Washington.
(2) The commission retains its authority to impose additional or

different reguirements on any utility in appropriate circumstances,

consistent with the reguirements of law.

AMENDATORY SECTION (Amending WSR 07-24-012, filed 11/27/07, effective

12/28/07)
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i i i =)} If any provision of
this chapter or its application to any person or circumstance is held

invalid, the remainder of the chapter or the application of the provi-
sion to other persons or circumstances is not affected.

NEW SECTION

WAC 480-109-060 Definitions. The definitions in this section
apply throughout this chapter unless the context clearly requires oth-
erwise,

{1) "Annual retail revenue requirement" means the total revenue
the commission authorizes a utility an opportunity to recover in Wash-
ington rates pursuant to a general rate proceeding or other general
rate revision.

{(2) "Biomass energy" means:

(a) The electrical energy produced by a generation facility pow-
ered by:

(i) Organic by-products of pulping and the wood manufacturing
process;

(ii) Animal manure;

(iii) Solid organic fuels from wood;

{iv) Forest or field residues;

(v) Untreated wooden demolition or construction debris;

{vi) Food waste and food processing residuals;

(vii) Liguors derived from algae;

(viii) Dedicated energy crops; and

(ix) Yard waste.

(b) Biomass energy does not include:

(i) Wood pieces that have been treated with chemical preserva-
tives such as creosote, pentachlorophencl, or copper-chrome arsenic;

(ii) Weod from old growth forests; or

(iii) Municipal solid waste.

(3) "Certificate" means proof of ownership, registered in WREGIS,
of the nonpower attributes associated with a megawatt-hour of genera-
tion from an eligible renewable resource.

{4) "Coal transition power" means the output of a coal-fired
electric generation facility that is subject to an obligation to meet
the standards contained in RCW 80.80.040 (3) (c).

(5) "Commission" means the Washington utilities and transporta-
tion commission.

(6) "Conservation" means any reduction in electric power consump-
tion resulting from increases in the efficiency of energy use, produc-
tion, or distribution. '

(7) "Cost-effective" means, consistent with RCW 80.52.030, that a
project or resource is forecast:

(a) To be reliable and available within the time it is needed;
and :

(b) To meet or reduce the electric power demand of the intended
consumers at an estimated incremental system cost no greater than that
of the least-cost similarly reliable and available alternative project
or resource, or any combination thereof.

(8) "Council" means the Northwest Power and Conservation Council.
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(9) "Customer" means a person or entity that purchases electrici-
ty for ultimate consumption and not for resale.

(10) "Department" means the department of commerce or its succes-
sor.

(11) "Distributed generation" means an eligible renewable re-
source where the generation facility or any integrated cluster of such
facilities has a nameplate capacity of not more than five megawatts
alternating current. An integrated cluster is a grouping of generating
facilities located on the same or contiguous property having any of
the following elements in common: Ownership, operational control, or
point of common coupling.

(12) "Eligible renewable resource" means:

{a) Electricity from a generation facility powered by a renewable
regource other than fresh water that commences operation after March
31, 1999, where:

{i) The faeility is located in the Pacific Northwest:; or

(ii) The electricity from the facility is delivered into Washing-
ton state on a real-time basis without shaping, storage, or integra-
tion services.

(b) Incremental electricity produced as a result of efficiency
improvements completed after March 31, 1999, to hydroelectric genera-
tion projects owned by a gualifying utllity and located in the Pacific
Northwest, where the additional generation does not result in new wa-
ter diversions or impoundments;

(c) Hydroelectric generation from a project completed after March
31, 1999, where the generation facility is located in irrigation
pipes, irrigation canals, water pipes whose primary purpose is for
conveyance of water for municipal use, and wastewater pipes located in
Washington, where the generation does not result in new water diver-
sion or impoundments;

(d) Qualified biomass energy; or

(e} For a qualifying utility that serves customers in other
states, electricity from a generation facility powered by a renewable
resource other than freshwater that commenced operation after March
31, 19929, where:

(i) The facility is located within a state in which the qualify-
ing utility serves retail electrical customers; and

(ii) The qualifying utility owns the facility in whole or in part
or has a long-term contract with the facility of at least twelve
months.

(13) "High-efficiency cogeneration" means the sequential produc-
tion of eleetrlelty and useful thermal energy from a common fuel
source resulting in a reduction in customer load where under normal
operating conditions the useful thermal energy output is no less than
thirty-three percent of the total energy output. The reduction in cus-
tomer load is determined by multiplying the annual electricity output
of the cogeneration facility by a fraction equal to one minus the ra-
tio of:

(a) The heat rate (in British thermal units per megawatt hour) of
the cogeneration facility based on the additional fuel requirements
attributable teo electricity production and excluding the fuel that
would be required to produce all other useful energy outputs of the
project without cogeneration, divided by the heat rate (in British
thermal units per megawatt hour) of a combined cycle natural gas-fired
combustion turbine. The heat rate of the combustion turbine must be
based on a facility using best commercially available technology on a
new and clean basis.
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(b) Calculation of the reduction in customer lead is made with
the following formula:

Megawatt-hours reductions in customer load =

w"ﬁ;ﬂhuﬂ e heat rate based on fuel used for electric postion of cogen.
al cogeaeiet, “ et raie for a new clean nafural gas Rred combined cile
tian turbine using best available commeacial technology,

(14} "Incremental cost" means the difference between the level-
ized delivered cost of an eligible renewable resource, regardless of
ownership, compared to the levelized delivered cost of an equivalent
amount of reasonably available substitute resources that do not quali-
fy as eligible renewable resources, where the resources being compared
have the same contract length or facility life,

{15) "Integrated resource plan"” or "IRP" means the filing made
every two years by an electric utility in accordance with WAC
480-100-238, integrated resource planning.

(16) "Load" means the amount of kilowatt-hours of electricity de-
livered in the most recently completed year by a gqualifying utility to
its Washington retail customers. Load does not include off-system
sales or electricity delivered to transmission-only customers.

(17) (a) "MNonpower attributes" means all environmentally related
characteristics, exclusive of energy, capacity reliability, and other
electrical power service attributes, that are associated with the gen-
eration of electricity from a renewable resource including, but not
limited to, the faecility's fuel type, geographic location, wvintage,
qualification as an eligible renewable resource, and avoided emissions
of pollutants to the air, soil, or water, and avoided emissions of
carbon dioxide and other greenhouse gases.

{(b) "Nonpower attributes" does not include any aspects, claims,
characteristics, and benefits associated with the on-site capture and
destruction of methane or other greenhouse gases at a facility through
a digester system, landfill gas collection system, or other mechanism,
which may be separately marketable as greenhouse gas emission reduc-
tion credits, offsets, or similar tradable commodities. However, these
separate avoided emissions may not result in or otherwise have the ef-
fect of attributing greenhouse gas emissions to the electricity.

(18) "Pacific Northwest" has the same meaning as defined for the
Bormeville Power ‘Administration in section 3 of the Pacific Neorthwest
Electric Power Planning and Conservation Act (94 Stat. 2698; 16 U.5.C.
Sec., 83%a).

(19) "Pro rata" means the calculation dividing the utility's pro-
jected ten-year conservation potential into five equal proportions to
establish the minimum biennial conservation target.

(20) "Production efficiency" means investments and actions that
save electric energy from power consuming equipment and fixtures at an
electric generating facility. The installation of electric power pro-
duction equipment that increases the amount of power generated for the
same energy input is not production efficiency in this chapter or con-
servation under RCW 19.285.030(4) because no reduction in electric
power consumption occcurs.

(21) "Pursue all" means an ongoing process of researching and
evaluating the range of possible conservation technologies and pro-
grams, and implementing all programs which are cost-effective, relia-
ble and feasible. :

(22) "Qualified biomass energy" means electricity produced from a
biomass energy facility that:

{a) Commenced coperation before March 31, 19929;
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(b} Contributes to the gualifying utility's load; and

{c) Is owned either by:

(i) A qualifying utility; or

{ii) An industrial facility that is directly interconnected with
electricity facilities that are owned by a qualifying utility and ca-
pable of carrying electricity at transmission voltage.

{23) "Regional technical forum" means the advisory committee es-
tablished by the council.

(24) "Renewable energy credit" means a tradable certificate of
proof of at least one megawatt-hour of an eligible renewable resource
where the generation faecility is not powered by fresh water, the cer-
tificate includes all of the nonpower attributes associated with that
one megawatt-hour of electricity, and the certificate is verified by a
renewable energy credit tracking system selected by the department.

(25) "Renewable resource" means:

(a) Water;

(b) Wind;

{c) Seolar energy;

(d) Geothermal energy;

{e) Landfill gas;

(f) Wave, ocean, or tidal power;

(g) Gas from sewage treatment facilities;

{(h) Biecdiesel fuel as defined in RCW 82.29A.135 that is not de-
rived from crops raised on land cleared from old growth or first-
growth forests where the clearing occurred after December 7, 2006;

(i) Generation facilities in which fossil and combustible renewa-
ble resources are cofired in one generating unit that is located in
the Pacific Northwest and in which the cofiring commenced after March
31, 1999, These facilities produce eligible renewable resources in di-
rect proportion to the percentage of the total heat value represented
by the heat walue of the renewable resources; or

(j) Biomass energy, where the eligible renewable energy produced
by biomass facilities is based on the portion of the fuel supply that
is made up of eligible biomass fuels.

(26) "Regquest for proposal" or "RFP" means the documents describ-
ing an electric utility's solicitation of bids for delivering electric
capacity, energy, capacity and energy, or conservation.

(27) "River discharge" means the total wvolume of water passing
through, over and around all structural components of a hydroelectric
facility over a given time,

{28) "Single large facility conservation savings" means cost-ef-
fective conservation savings achieved in a single biennial period at
the premises of a single customer of a utility whose recent annual
electricity consumption prior to the conservation savings exceeded
five average megawatts,.

{29) "System cost" means, consistent with RCW 80.52.030, an esti-
mate of all direct costs of a project or resource over its effective
life including, if applicable, the costs of distribution te the con-
sumer and among other factors, waste disposal costs, end-of-cycle
costs, and fuel costs (including projected increases), and such gquan-
tifiable environmental costs and benefits as are directly attributable
to the project or resource,

(30) "Target year" means the twelve-month period commencing Janu-
ary 1lst and ending December 31st used for compliance with the renewa-
ble portfolio standard requirement in WAC 480-109-200(1).

(31) "Utility" means an electrical company that is subject to the
commission's jurisdiction under RCW 80.04.010 and chapter B0.28 RCW,
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(32) "WREGIS" means the Western Renewable Energy Generation In-
formation System. WREGIS is the renewable energy credit tracking sys-
tem designated by the department according to RCW 19.285.030(20).

(33) "Year" means the twelve-month period commencing January 1lst
and ending December 31st.

NEW SECTION

WAC 480-109-070 Administrative penalties. {1} A utility that
fails to achieve either its conservation target or its renewable re-
source target must pay an administrative penalty for each megawatt-
hour of shortfall in the amount of fifty dollars adjusted annually,
beginning in 2007, to reflect changes in the gross domestic product-
implicit price deflator, as published by the Bureau of Economic Analy-
sis of the United States Department of Commerce or its successor,

(2) Administrative penalties are due within fifteen days of a
commission determination, pursuant to WAC 480-109-210(2), that a util-
ity failed to achieve its conservation or renewable resource targetl.

(3) A utility that pays an administrative penalty under subsec-
tion (2) of this section, must notify its retail electric customers
within three months of incurring a penalty stating the size of the
penalty, the reason it was incurred and whether the utility expects to
seek recovery of the penalty amounts in rates. The utility must pro-
vide this notification in a bill insert, a written publication mailed
to all retail electricity customers, or another approach approved by
the commission.

(4) A utility may request an accounting order from the commission
authorizing the deferral of the cost of any administrative penalty as-
sessed under this section. The approval of an accounting order to de-
fer penalties does not constitute approval of recovery of penalties in
rates. A utility may seek to recover deferred administrative penalties
in a general rate case or power cost only type rate proceeding. If a
utility seeks to recover deferred administrative penalties in rates,
the utility must demonstrate the prudence of its decisions and actions
when it failed to meet the renewable resource targets or one of the
compliance alternatives provided in WAC 480-109-220, or the energy
conservation targets. When assessing a request for recovery of defer-
red administrative penalties, the commission will consider the intent
of the Energy Independence Act, other laws governing commission ac-
tions, policies and precedents of the commission, and the commission's
responsibility to act in the public interest.

NEW SECTION

WAC 480-109-100 Energy efficiency resource standard. (1} Proc-
ess for pursuing all conserwvation.

(a) Process. A utility's obligation te pursue all available con-
servation that is cost-effective, reliable, and feasible includes the
following process: ’
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(i) Identify potential. Identify the cost-effective, reliable,
and feasible potential of possible technologies and conservation meas-
ures in the utility's service territory.

(ii) Develop portfolio. Develop a conservation portfolio that in-
cludes all available, cost-effective, reliable, and feasible conserva-
tion. A utility must develop programs to acquire available conserva-
tion frem all of the types of conservation identified in (b) of this
subsection. If no cost-effective, reliable and feasible conservation
is available from one of the types of conservation, a utility is not
obligated to acquire such a resource.

{iii) Implement programs. Implement conservation programs identi-
fied in the portfolio to the extent the portfolio remains cost-effec-
tive, reliable, and feasible. Implementation methods shall not unnec-
essarily limit the acquisition of all available conservation that 15
cost-effective, reliable and feasible.

(iv) Adaptively manage. Continuously review and update as appro-
priate the conservation portfolio to adapt to changing market condi-
tions and developing technologies. A utility must research emerging
conservation technologies, and assess the potential of such technolo-
gies for implementation in its service territory.

(b} Types., Types of conservation include, but are not limited to:

(i) End-use efficiency;

{ii) Behavioral programs;

{iii) High-efficiency cogeneration;

(iv) Production efficiency;

{v) Distribution efficiency; and

(vi) Market transformation.

(c) Pilots. A utility must implement pilot projects when appro-
priate and expected to produce cost-effective savings within the cur-
rent or immediately subsequent biennium, as long as the overall port-
felio remains cost-effective.

(2) Ten-year conservation potential. By January 1, 2010, and ev-
ery two years thereafter, a utility must project its cumulative ten-
year conservation potential.

{a) This projection must consider all available conservation re-
sources that are cost-effective, reliable, and feasible.

{(b) This projection must be derived from the utility's most re-
cent IRP, including any information learned in its subsequent resource
acquisition process, or the utility must document the reasons for any
differences. When developing this projection, utilities must use meth-
odologies that are consistent with those used in the Northwest Conser-
vation and Electric Power Plan.

{c} The projection must include a list of each measure used in
the potential, its unit energy savings wvalue, and the source of that
value,

{3} Biennial conservation target. Beginning January 2010, and ev-
ery two years thereafter, a utility must establish a biennial conser-
vation target.

(a) The biennial conservation target must identify, and quantify
in megawatt-hours, all available conservation that is cost-effectiwve,
reliable, and feasible.

(b) The biennial conservation target must be no lower than a pro
rata share of the utility's ten-year conservation potential.

{c) Excess conservation. No more than twenty-five percent of any
biennial target may be met with excess conservation savings allowed by
this subsection. Excess conservation may only be used to mitigate
shortfalls in the immediately subséquent two biennia and may not be
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used to adjust a utility's ten-year conservation potential or biennial
target. The presence of excess conservation does not relieve a utility
of its obligation to pursue the level of conservation in its biennial
target.

(i) Cost-effective conservation achieved in excess of a biennial
conservation target may be used to meet up to twenty percent of each
of the immediately subsequent two biennial targets.

(ii) A utility may use single large facility conservation savings
achieved in excess of its biennial target to meet up to five percent
of each of the immediately subsequent two biennial conservation tar-
gets.

(iii) Until December 31, 2017, a utility with an industrial fa-
cility located in a county with a population between ninety-five thou-
sand and one hundred fifteen thousand that is directly interconnected
with electricity facilities that are capable of carrying electricity
at transmission voltage, may use cost-effective excess conservation
savings from that industrial facility to meet Cthe subsequent two bien-
nial conservation targets. For purposes of this subsection, transmis-
sion voltage is one hundred thousand volts or higher. :

(4) Prudence. A utility retains the responsibility to demonstrate
the prudence of all conservation expenditures, consistent with RCW
19.285.050(2).

(5) Energy savings. A utility must use unit energy savings values
and standard protocols approved by the regional technical forum, un-
less a unit energy savings value or standard protocel is:

(a) Based on generally accepted methods, impact evaluation data,
or other reliable and relevant data that includes verified savings
levels; and

" (b) Presented to its advisory group for review. The commission
retains discretion to determine an appropriate value or protocol.

(6) High efficiency cogeneration. A utility may count as conser-
vation savings a portion of the electricity output of a high efficien-
cy cogeneration facility in its service territory that is owned by a
retail electric customer and used by that customer to meet its heat
and electricity needs. Heat and electricity output provided to anyone
other than the facility owner is not available for consideration in
determining conservation savings. High efficiency cogeneration savings
must be certified by a professional engineer licensed by the Washing-
ton department of licensing.

(7) Bpplicable sectors. A utility must offer a mix of conserva-
tion programs to ensure it is serving each customer sector, including
programs targeted to the low-income subset of residential customers.

(8) Cost-effectiveness. A utility's conservation portfolio must
pass a cost-effectiveness test consistent with that used in the North-
west Conservation and Electric Power Plan. A utility must evaluate
conservation using cost-effectiveness tests consistent with those used
by the council, and as required by the commission, except as provided
by subsection (10) of this section.

(9) Utility incentives. A utility may propose to the commission
positive incentives designed to stimulate the utility to exceed its
biennial conservation target as identified in RCW 19.285.060(4). Any
proposed utility incentive must be included in the utility's biennial
conservation plan. '

' (10) Low-income conservation.

(a) A utility may fully fund low-income conservation measures
that are determined by the implementing agency to be cost-effective
consistent with the Weatherization Manual maintained by the depart-
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ment. Measures identified through the priority list in the Weatheriza-
tion Manual are considered cost-effective. In addition, a utility may
fully fund repairs, administrative costs, and health and safety im-
provements associated with cost-effective low-income conservation
measures.

(b} A utility may exclude low-income conservation from portfeolio-
level cost-effectiveness calculations.

{c) A utility must count savings from low-income conservation to-
ward meeting its biennial conservation target. Savings may be those
calculated consistent with the procedures in the Weatherization Man-
ual.

NEW SECTION

WAC 480-109-110 Conservation advisory group. (1) Scope of is-
sues. A utility must maintain and use an external conservation adviso-
ry group of stakeholders to advise the utility on conservation issues
including, but not limited to:

(a) Conservation programs and measures,

(b) Updates to the utility's evaluation, measurement, and verifi-
cation framework.

(c) Modification of existing, or development of new evaluation,
measurement, and verification methods.

(d) Independent third-party evaluation of portfolio-level bienni-
al conservation achievement.

(e) Development of conservation potential assessments, as re-
guired by RCW 19.285.040 (1) (a) and WAC 480-109-100(2).

{(f) The methodology, inputs, and calculations for cost-effective-
ness.

{g) The data sources and values used to develop and update supply
curves.

{h) The need feor tariff modifications or mid-biennium ‘program
corrections.

(i) The appropriate lewvel of and planning for:

(i) Marketing conservation programs;

{ii) Incentives to customers for measures and services; and

{iii) Impact, market, and process evaluations,

(i} Programs for low-income residential customers.

(k) Establishment of the biennial conservation target and program
achievement results compared to the target.

(1) Conservation program budgets and actual expenditures compared
to budgets.

(m) Development and implementation of new and pilot programs.

(2) Advisory group meetings. A utility must meet with its conser-
vation advisory group at least four times per year. Conservation advi-
sory group members may request additional meetings. A utility must
provide reasonable advance notice of all conservation advisory group
meetings.

{(3) Adwvance notification of filings. Except for the conservation
cost recovery adjustment filing required in WAC 480-109-130, a utility
must provide its conservation advisory group an electronic copy of all
conservation filings that the utility intends to submit to the commis-
sion at least thirty days in advance of the filing. The filing cover
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letter must document the amount of advance notice provided to the con-
servation advisory group.

(4) Advance notification of meetings. A utility must notify its
conservation advisory group of company and commission public meetings
scheduled to address its conservation programs, its conservation tar-
iffs, or the development of its conservation potential assessment.

NEW SECTION

WAC 48B0-109-120 Conservation planning and reporting. (1} Bien-
nial conservation plan.

(a) On or before November lst of every ocdd-numbered year, a util-
ity must file with the commission a biennial conservation plan.

(k) The plan must include, but is not limited to:

(i) A regquest that the commission approve its ten-year conserva-
tion potential and biennial conservation target.

{ii) The extent of public participation in the development of the
ten-year conservation potential and the biennial conservation target.

{iii) The ten-year conservation potential, the biennial conserva-
tion target, biennial program details, biennial program budgets, and
cost-effectiveness calculations.

{(iv) A description of the technologies, data collection, process-
es, procedures and assumptions the utility used to develop the figures
in (b} (iii) of this subsection.

{v) A description of and support for any changes from the assump-
tions or methodologies used in the utility's most recent conservation
potential assessment.

{vi) An evaluation, measurement, and verification plan for the
biennium including, but not limited to:

(A} The evaluation, measurement, and verification framework;

(B) The evaluation, measurement, and verification budget; and

{C) Identification of programs that will be evaluated during the
biennium.

(e} For the purposes of this section, ten-year conservation po-
tential is derived pursuant to WAC 480-103%-100(2).

(2) Annual conservation plan. On or before November 15th of each
even—-numbered year, a utility must file with the commission, in the
same docket as its current biennial conservation plan, an annual con-
servation plan containing any changes to program details and annual
budget.

{3) Annual conservation report.

{a) On or before June 1lst of each year, a utility must file with
the commission, in the same docket as its current biennial conserva-
tien plan, an annual conservation report regarding its progress in
meeting its conservation target during the preceding year.

(b) The annual conservation report must include, but is not limi-
ted to:

(i} The biennial conservation target.

(ii) Planned and claimed electricity savings from conservation,
including a description of the key sources of variance between the
planned and actual savings.

{iii) Budgeted and actual expenditures made to acquire ceonserva-
tion through the conservation cost recovery adjustment described in
WAC 48B0-109-130.
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(iv) The portfolio- and program-level cost-effectiveness of the
actual electricity savings from conservation.

(v) All program evaluations completed in the preceding year.

(vi} A discussion of the steps taken to adaptively manage conser-
vation programs throughout the preceding year.

(c) A utility must submit to the department a conservation report
as described in WAC 194-37-060, and file a copy of that report with
the commission in the same docket as its current biennial conservation
plan.

{4) Biennial conservation report.

{(a) On or before June 1lst of each even-numbered year, a utility
must file with the commission, in the same docket as its current bien-
nial conservation plan, a biennial conservation report regarding its
progress in meeting its conservation target during the preceding two
years,

(b} The biennial ‘conservation report must include:

(i) The biennial conservation target;

{(ii) Planned and claimed electricity savings from conservation;

{iii) Budgeted and actual expenditures made to acgquire conserva-
tion;

(iv) The portfolio-level cost-effectiveness of the actual elec-
tricity savings from conservation;

{(v) An independent third-party evaluation of portfolio-level bi-
ennial conservation savings achievement;

(vi) A summary of the steps taken to adaptively manage conserva-
tion programs throughout the preceding two years; and

{(vii) Any other information needed to justify the conservation
savings achievement. '

(c) A utility must provide a summary of the biennial conservation
report to its customers by bill insert or other suitable method within
ninety days of the commission's final action on the report.

{d) A utility may file the annual conservation report and the bi-
ennial conservation report together as one report, provided that the
report includes all of the information required in subsections (3) and
(4) of this section and states that it serves as both the annual con-
servation report and the biennial conservation report.

(5} Plan and report review.

{a) Interested persons may file written comments regarding the
biennial conservation plan and biennial conservation report within
thirty days of the utility's filing.

{b) Upon conclusion of the commission review of the utility's bi-
ennial report or plan, the commission will issue a decision accepting
or rejecting the calculation of the utility's conservation target; or
determining whether the utility has acquired enough conservation re-
sources Lo comply with its conservation target. If the utility does
not meet its biennial conservation target described in WAC
480-109-100, the commission will determine the amount in megawatt-
hours by which the utility was deficient.

{c) If a utility revises its annual or biennial conservation re-
port as a result of the commission review, the utility must submit a
revised copy of the report required in WAC 480-109-120 (3} (c) toc the
department. .

{d) Annual plans and reports may be reviewed through the commis-
sion's open meeting process;, as described in chapter 480-07 WAC.

(6] Publication of reports. All conservation plans and reports
required by chapter 19.285 RCW and this section since January 1, 2010,
as well as a summary of planned and actual savings and expenditures
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reflected in the plans and reports, must be posted and maintained on
the utility's web site. Plans and reports must be posted on the utili-
ty's web site within thirty days of commission acknowledgment of the
plan or order approving the report. A copy of any such plan, report,
or summary must be provided te any person upon request.

NEW SECTT

WAC 480-109-130 Conservation cost recovery adjustment. {1}
Utilities must file with the commission for recovery of all expected
conservation cost changes and amortization of deferred balances. A
utility must include its conservation cost recovery procedures in its
tariff.

(2) A utility must make a conservation cost recovery filing no
later than June 1st of each year, with a requested effective date at
least sixty days after the filing. If the utility believes that a fil-
ing is unnecessary, then it must file a request for exception and sup-
porting documents no later than May lst of each year demecnstrating why
a rate change is not necessary.

(3) A utility may not accrue interest or incur carrying charges
on deferred conservation cost balances. Utilities must base conserva-
tion recovery rates on forward-looking budgeted conservation program
costs for the future year with revisions to recover only actual pro-
gram costs of the prior year. Utilities must also include the effects
of variations in actual sales on the recovery of conservation costs in
the prior year.

NEW SECTION

WAC 480-109-200 Renewable portfolio standard. (1) Renewable re-
source target. Fach utility must meet the following annual targets.

(a) By January lst of each year beginning in 2012 and continuing
through 2015, each utility must use sufficient eligible renewable re-
sources, acquire equivalent renewable energy credits, or a combination
of both, to supply at least three percent of its two-year average load
for the remainder of each target year.

(b) By January lst of each year beginning in 2016 and continuing
through 2019, each utility must use sufficient eligible renewable re-
sources, acquire equivalent renewable energy credits, or a combination
of both, to supply at least nine percent of its two-year average load
for the remainder of each target year.

(¢) By January lst of each year beginning in 2020 and continuing
each year thereafter, each utility must use sufficient eligible renew-
able resources, acquire equivalent renewable energy credits, or a com-
bination of both, to supply at least fifteen percent of its two-year
average load for the remainder of each target year.

(2) Credit eligibility. Renewable energy credits produced during
the target year, the preceding year or the subsequent year may be used
to comply with this annual renewable resource requirement provided
that they were acquired by January lst of the target year.
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{3) WREGIS registration. All eligible hydropower generation and
all renewable energy credits used for utility compliance with the re-
newable resource target must be registered in WREGIS, regardless of
facility ownership. Any megawatt-hour of eligible hydropower or renew-
able energy credit that a utility uses for compliance must have a cor-
responding certificate retired in the utility's WREGIS account.

(4) Renewable energy credit multipliers. The multipliers descri-
bed in this subsection do not create additional renewable energy cred-
its. A utility may count retired certificates at:

{a) One and two-tenths times the base value where. the eligible
resource:

{i} Commenced operation after December 31, 2005; and

(ii) The developer of the facility used apprenticeship programs
approved by the Washington state apprenticeship and training council.

{b) Two times the base wvalue where the eligible resource was gen-
erated by distributed generation and:

(i) The utility owns the distributed generation facility eor has
purchased the energy output and the associated renewable energy cred-
its; or

{ii) The utility has contracted to purchase the asscciated renew-
able energy credits.

(c) A utility that uses a multiplier described in this subsection
for compliance must retire the associated certificate at the same
time. A utility may not transact the multipliers described in this
subsection independent of the associated base value certificate.

(5) Target calculation. In meeting the annual targets of this
section, a utility must calculate its annual target based on the aver-
age of the utility's load for the previous two years.

(6) Integration services. A renewable resource within the Pacific
Noxrthwest may receive integration, shaping, storage or other services
from sources outside of the Pacific Northwest and remain eligible to
count towards a utility's renewable resource target.

(7) Incremental hydropower calculation.

(a) Method selection. A utility must use one of the following
methods to calculate the quantity of incremental electricity produced
by eligible efficiency upgrades to any hydropower facility, regardless
of ownership, that is used to meet the annual targets of this section.
A utility shall use the same method for calculating incremental hydro-
power production at all of the facilities it owns. Once the commission
approves a utility's method for calculating incremental hydropower
production, that utility shall not use another methed unless author-
ized by the commission.

(b) Methed one. An annual calculation performed by:

(i) Determining the river discharge for the facility in the tar-
get year;

{(ii) Measuring the total amount of electricity produced by the
upgraded hydropower facility during the target year;

(iii) Using a power curve-based production model to calculate how
much energy the pre-upgrade facility would have generated under the
same river discharge observed in the target year; and

{iv) Subtracting the model output in (b) (iii) of this subsection
from the measurement in (b)(ii) of this subsection to determine the
quantity of eligible renewable energy produced by the facility during
the target year.

(c) Methed two. An annual application of a percentage to total
production performed by:
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(i) Determining the river discharge for the facility over a his-
torical period of at least five consecutive years;

{(ii) Using power curve-based production models to calculate the
facility's generation under the river discharge of each year in the
historical period for the pre-upgrade state and the post-upgrade
state;

{iii) Caleculating the arithmetic mean of generation in both the
pre-upgrade and post-upgrade states over the historical period;

(iv) Calculating a factor by dividing the arithmetic mean post-
upgrade generation by the arithmetic mean pre-upgrade generation and
subtracting one; and

(v) Multiplying the facility's observed generation in the target
year by the factor calculated in (c)(iv) of this subsection to deter-
mine the share of the facility's observed generation that may be re-
ported as eligible renewable energy.

(d) Method three. A one-time calculation of the guantity of re-
newable energy performed by:

(i) Determining the river discharge for the facility over a his-
torical period of at least ten consecutive years;

{ii) Using a production model to calculate the facility's genera-
tion in megawatt-hours under the river discharge of each year in the
historical period for the pre-upgrade state and the post-upgrade
state; i

{iii) Calculating the arithmetic mean generation of the pre-up-
grade and post-upgrade states over the historical period in megawatt
hours; and '

{iv) Subtracting the arithmetic mean pre-upgrade generation from
the arithmetic mean post-upgrade generation to determine the amount of
eligible renewable generation for the target year.

(e) Five-year evaluation. Any utility using method three shall
provide, beginning in its 2019 renewable portfolio standard report and
every five years thereafter, an analysis comparing the amount of in-
cremental hydropower the utility reported in every year using method
three to the amount of incremental hydropower the utility would have
reported over the same period using one of the other two methods. If
the commission determines that this analysis shows a significant dif-
ference between method three and one of the other methods, it may or-
der the utility to use a different method in the future reporting
years.

{8) Qualified biomass energy. Beginning January 1, 2016, only a
utility that owns or is directly interconnected to a qualified biomass
energy facility may use qualified biomass energy to meet its annual
target obligation.

(a) A utility may no longer use electricity and associated renew-
able energy credits from a gualified biomass energy facility if the
associated industrial pulping or wood manufacturing facility ceases
operation other than for purposes of maintenance or upgrade.

(b) A utility may acquire renewable energy credits from a quali-
fied biomass energy resource hosted by an industrial facility only if
the facility is directly interconnected to the utility at transmission
voltage. For purposes of this subsection, transmission voltage is one
hundred thousand volts or higher. The number of renewable energy cred-
its that the utility may acquire from an industrial facility for the
utility's target compliance may not be greater than the utility's re-
newable portfolio standard percentage times the industrial facility
load.
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{e) A utility that owns a qualified biomass energy facility may
not transfer or sell renewable energy credits associated with guali-
fied biomass energy to another person, entity, or utility.

NEW SECTION

WAC 480-109-210 Renewable portfolioc standard reporting. (1) An-
nual report. On or before every June 1lst, each utility must file an
annual renewable portfolio standard report with the commission and the
department detailing the resources the utility has acquired or con-
tracted to acquire to meet its renewable resource obligation for the
target year.

{2) Annual report contents. The annual renewable portfolio stand-
ard report must include the utility's annual load for the prior two
years, the total number of megawatt-hours from eligible renewable re-
sources and/or renewable resource credits the utility needed to meet
its annual renewable energy target by January lst of the target year,
the amount (in megawatt-hours) of each type of eligible renewable re-
source used, and the amount of renewable energy credits acguired. Ad-
ditionally, the annual renewable portfolio standard report must in-
clude the following:

{a) Inecremental cost ecalculation. To calculate its incremental
cost, a utility must:

(i} Make a one—-time calculation of incremental cost for each eli-
gible resource at the time of acquisition or, for historic acquisi-
tions, the best information available at the time of the acquisition:

(&) Eligible resource levelized cost. Determine the levelized
cost of each eligible resource, including integration costs as deter-
mined by the utility's most recently completed renewable resource in-
tegration study, using the utility's commission-approved weighted
average cost of capital at the time of the resource's acquisition as
the discount rate;

(B} Eligible resource capacity value, Identify the capacity value
of each eligible renewable resource as calculated in the utility's
most recent integrated resource plan acknowledged by the commission;

(C) Neneligible resource selection. Select and document the low-
est-reasonable-cost, noneligible resource available to the utility at
the time of the eligible resource's acgquisition for each corresponding
eligible rescurce;

(D} Noneligible levelized energy cost. For each neoneligible re-
source selected in (a) (i) (€} of this subsection, determine the cost of
acquiring the same amount of energy as expected to be produced by the
eligible resource, levelized over a Lime period equal te the facility
life or contract length of the eligible resource and at the same dis-
count rate used in (a) (i) (A) of this subsection;

(E) Noneligible levelized capacity cost. Calculate the levelized
capital cost of obtaining an equivalent amount of capacity provided by
the eligible resource, as determined in (a) (i) (B} of this subsection,
from a noneligible resource. This cost must be levelized over a period
equal to the facility life or contract length of the eligible resource
and at the same discount rate used in (a) (i) (A) of this subsection. To
make this calculation, a utility must use the lowest-cost, noneligible
capacity resource identified in its most recent integrated resource
plan acknowledged by the commission. However, if a utility determines
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that cost information in the integrated resource plan is no longer ac-
curate, it may use cost information from another source, with documen-
tation of the source and an explanation of why the source was used.

(F) Caleculation. Determine the incremental cost of each eligible
resource by subtracting the sum of the levelized costs of the noneli-
gible resources calculated in (a)(i) (D) and (E) of this subsection
from the lewvelized cost of the eligible resource determined in
(a) (1)} {A) of this subsection. The result of this calculation may be a
negative number,

(G) Legacy resources. Any eligible resource that the utility ac-
quired prior to March 31, 1999, is deemed to have an incremental cost
of zero,

{ii) Annual calculation of revenue requirement ratio. To calcu-
late its revenue requirement ratio, a utility must annually:

{A) Sum the incremental costs of all eligible resources used for
target year compliance;

(B) Add the cost of any unbundled renewable energy credits pur-
chased for target year compliance;

{C) Subtract the rewvenue from the sales of any renewable energy
credits and energy from eligible facilities; and

(D) Divide the total obtained in (a) (ii) {(A) through (C} of this
subsection by the utility's annual revenue requirement, which means
the revenue requirement that the commission established in the utili-
ty's most recent rate case, and multiply by one hundred.

(iii) Annual reporting. In addition to the revenue requirement

ratio calculated in (a) (ii) of this subsection, the utility must:
' {A) Report its total incremental cost as a dollar amount and in
dollars per megawatt-hour of renewable energy generated by all eligi-
ble renewable resources in the calculation in (a) (i} of this subsec-
tion; and

(B) Multiply the dollars per megawatt-hour cost calculated in
{a) (iii) (A) of this subsection by the number of megawatt-hours needed
for target year compliance.

{b) Alternative compliance. State whether the utility is relying
upon one of the alternative compliance mechanisms provided in WAC
480-109-220 instead of fully meeting its renewable resource target. A
utility using an alternative compliance mechanism must use the incre-
mental cost methodology described in this section and include suffi-
cient data, documentation and other information in its report to dem-
onstrate that it qualifies to use that alternative mechanism.

(c) Compliance plan. Describe the resources that the utility in-
tends tc use to meet the renewable resource regquirements for the tar-
get year.

(d) Eligible =resources. A list of each eligible renewable re-
source that serves Washington customers, for which a utility owns the
certificates, with an installed capacity greater than twenty-five
kilowatts. Resources with an installed capacity of less than twenty-
five kilowatts may be reported in terms of aggregate capacity. The
list must include:

(i} BEach resource's WREGIS registration status and use of certif-
icates, whether it be for annual target compliance, a woluntary renew-
able energy program as provided for in RCW 19.29A.090, or owned by the
customer; and

(ii) Eligible resources being included in the report for the
first time and documentation of their eligibility.

{e) Multistate allocations.
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(i) If a utility serves retail customers in more than one state,
the utility must allccate certificates consistent with the utility's
most recent commission-approved interstate cost allocation methodolo-
gy. The report must show how the utility applied the allocation meth-
odology to arrive at the number of certificates allocated to Washing-
ton ratepayers.

(ii) After documenting the number of certificates allocated to
Washington ratepayers, a utility may transfer certificates to or from
Washington ratepayers. The report must document the compensation pro-
vided to each jurisdiction's ratepayers for such transfers.

(£} Sales. If a utility sold certificates, report the number of
certificates that it sold, their WREGIS certificate numbers, their
source, and the revenues obtained from the sales. For multistate util-
ities, these requirements only apply to certificates that were alloca-
ted to the utility's Washington service territory according teo ([e) of
this subsection.

(3) Report review.

{a) Interested persons may file written comments regarding a
utility's annual renewable portfolico standard report within thirty
days of the utility's filing.

{b} Upon conclusion of the commission review of the utility's an-
nual renewable portfolio standard report, the commission will issue a
decision accepting or rejecting the calculation of the utility's re-
newable resource target; determining whether the utility has gener-
ated, acquired or arranged to acquire enough renewable energy credits
or qualifying generation to comply with its renewable resource target;
and determining the eligibility of new renewable resources pursuant to
subsection (2)(d} of this section.

(c) If a utility revises its annual renewable portfolio standard
report as a result of the commission review, the utility must submit
the . revised final annual renewable portfolio standard report to the
department.

(4) Publication of reports. All renewable portfolio standard re-
ports required by chapter 19.285 RCW and this section since January 1,
2012, must be posted and maintained on the utility's web site. Reports
must be posted on the utility's web site within thirty days of the
commission order approving the report. A copy of any such report must
be provided to any person upon request.

[5) Customer notification. Each utility must provide a summary of
its annual renewable portfolio standard report to its customers by
bill insert or other suitable method. This summary must be provided
within ninety days of final action by the commission on the report.

(6) Final compliance report. Within two years following submis-
sion of its annual renewable portfolic standard report, a utility must
submit, in the same docket, a final renewable portfolio standard com-
pliance report that lists the certificates that it retired in WREGIS
for the target year. If a utility does not meet its annual target de-
scribed in WAC 480-109-200, the commission will determine the amount
in megawatt-hours by which the utility was deficient.

[ 21 ] 0T5-6611.7




H ECTION

WAC 480-109-220 Alternatives to the renewable resocurce require-
ment. Instead of fully meeting its annual renewable resource target
in WAC 480-109-200, a utility may make one of three demonstrations.

(1) Cost cap. A utility may invest at least four percent of its
total annual retail revenue requirement on the incremental costs of
eligible renewable resources, renewable energy credits, or a combina-
tien of both.

(2) Force majeure. A utility may demonstrate that events beyond
its reasonable control that could not have been reasonably anticipated
or ameliorated, prevented it from meeting the renewable energy target.
Such events may include weather-related damage, mechanical failure,
strikes, lockouts, or actions of a governmental authority that ad-
versely affect the generation, transmission, or distribution of an el-
igible renewable resource owned by or under contract to a gqualifying
utility.

{3) Ho load growth. A utility may demonstrate all of the follow-
ing:

fa) Its weather—-adjusted load for the previous three years prior
to the target year on average did not increase.

(b) After December 7, 2006, all new or renewed ownership or pur-
chases of electricity £from nonrenewable resources other than ceoal
transition power and daily spot purchases were offset by equivalent
renewable energy credits.

(c) It invested at least one percent of its total annual retail
revenue reguirement that year on eligible renewable resources, renewa-
ble energy credits, or a combinaticn of both.

NEW SECTION

WAC 480-109-992 Adoption by reference. In this chapter, the
commission adopts by reference all, or portions of, the publications
identified below. They are available for inspection at the commission
branch of the Washington state library. The publications, publication
dates, references within this chapter, and availability of the resour-
ces are as follows:

(1) Northwest Conservation and Electric Power Plan as published
by the Northwest Power and Conservaticn Council.

(a) The commission adopts the sixth version published in 2010.

{(b) This publication is referenced in WAC 480-109-100.

{(c) Copies of Sixth Northwest Conservation and Electric Power
Plan are available from the WNorthwest Power and Conservation Council
at http://www.nwcouncil.org/energy/powerplan/6/plan/.

{2) Weatherization Manual as published by the Washington state
department of commerce.

{a) The commission adopts the version published in April 2009,
and revised July 2014.

(b) This publication is referenced in WAC 480-109-100.

(c) Copies of Weatherization Manual are available from the Wash-
ington state department of commerce at http://www.commerce.wa.gov/
Programs/services/weatherization/Pages/
WeatherizationTechnicalDocuments,aspx.
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{3} The unit energy savings wvalues as published by the Northwest
Power and Conservation Council's Regional Technical Forum.

{a) The commission adopts the unit energy savings with status of
"aActive" or "Under Review" on August 1, 2014. _

(b) This information is referenced in WAC 480-109-100.

{e) The spreadsheets containing the unit energy savings wvalues
are available for download at http://rtf.nwcouncil.org/measures/
Default.asp.

{4) The standard protocols as published by the WNorthwest Power
and Conservation Council's Regional Technical Forum.

(a) The commission adopts the standard protocols with status of
"Active" or "Under Review" on August 1, 2014.

{b) This infermation is referenced in WAC 4B80-109-100.

(c) The spreadsheets containing the standard protocols are avail-
able for download at http://rtf.nwcouncil.org/protocols/Default.asp.

REPEALER

The following sections of the Washington Administrative Code are
repealed:

WAC 480-109-001 Purpose and scope.

WAC 480-109-002 Application of rules.

WAC 480-109-003 Exemptions from rules in chapter
480-109 WAC.

WAC 480-109-004 Additional requirements.

WAC 4B80-109-006 Severability.

WAC 480-109-007 DPefinitions.
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