SB 838 – Section 12

Cost Off-Ramp

Proposal and Example for Discussion at March 14, 2008 Workshop

Revenue Requirement
Proposed Definition:
“Annual Revenue Requirement” means the total revenue the commission authorizes a utility an opportunity to recover in Oregon rates pursuant to a general rate proceeding, including any base rate adjustments relating to automatic adjustment clauses and excluding amounts identified in Section 12(3). 
Base rate adjustments would include the annual power cost updates (the AUT and the TAM) and the Renewable Adjustment Clauses (RAC).  Base rate adjustments would not include SB 408 adjustments or other deferral amortization schedules. 

Process/Timing:
By November 15 each year, each utility will file its Annual Revenue Requirement for the following compliance year in a format to be prescribed by the commission.  Attached is a proposed template for calculation of the Annual Revenue Requirement that could be adopted by the Commission and which would be filed each year. 
Note: The date of November 15 was chosen because final power costs will be known at that time for the following year.  If RAC updates are filed by December 1, as allowed by the RAC stipulation, the utility can file a revised Annual Revenue Requirement at that time.
Incremental Costs

Process/Timing:
1) With the filing of the Annual Revenue Requirement on November 15, the company will include the calculation for the Section 12(4) incremental cost of compliance, based on the eligible resources that have been adopted in the RAC or are otherwise in rates.  (Note: The incremental cost calculation will only apply to resources not included in rates at the time of enactment of SB 838.)  The attachment includes a sample of the type of calculation that would be filed.  
2) In the company’s annual Compliance Report, proposed to be filed June 1, the company will report the Total Compliance Costs that are subject to the four percent cost off-ramp. The Total Compliance Costs include incremental compliance costs (i.e., Section 12(4)), the costs of unbundled renewable energy credits and the cost of alternative compliance payments. 

3) In the event that the Total Compliance Costs exceed four percent of the Annual Revenue Requirement, the company may include supporting documentation in its Compliance Report for the Commission to determine the prudence of the compliance with the RPS.  
