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ORS 469A.100(4) states in part: 

[T]he incremental cost of compliance with a renewable portfolio standard is the difference between the levelized annual delivered cost of the qualifying electricity and the levelized annual delivered cost of an equivalent amount of reasonably available electricity that is not qualifying electricity. For the purpose of this subsection, the commission or governing body of a consumer-owned utility shall use the net present value of delivered cost, including:

(a) Capital, operating and maintenance costs of generating facilities;

(b) Financing costs attributable to capital, operating and maintenance expenditures for

generating facilities;

(c) Transmission and substation costs;

(d) Load following and ancillary services costs; and

(e) Costs associated with using other assets, physical or financial, to integrate, firm or

shape renewable energy sources on a firm annual basis to meet retail electricity needs.

A. Levelized Annual Delivered Costs of Qualifying Electricity


Parties at the February 24, 2008, workshop generally agreed on the following:

1. A one-time determination of the levelized annual delivered costs of qualifying resources should be made at the time the resource first goes into rates.


Open questions:

a. Should adjustments be made for significant changes over time in a project’s overall costs or energy output? For example, what if a project or contract goes belly-up? Should the rule include a provision allowing the Commission to make adjustments for changes that are “materially different”?

b. Should the Commission allow for a “credit” against the cost cap as an adjustment for a uniquely inexpensive qualifying resource? 

c. What happens if qualifying resources cost less than non-qualifying resources on a going-forward basis at some point in the future? 

d. Should the rule address differences in estimated costs of qualifying electricity in the SB 838 implementation plan vs. actual costs known at the time the resource first goes into rates?

2. The levelized annual delivered cost of qualifying electricity should include all qualifying resources acquired over time and remaining in rates. 


3. The determination of levelized annual delivered costs of qualifying electricity should be based on the annual revenue requirement for resources included in the utility’s Renewable Adjustment Clause and base rates.

Open questions: 

a. How to address items excluded in the annual revenue requirement definition in ORS 469A.100(3).

b. How to include the cost to integrate, firm or shape renewable resources to retail loads. Those costs are in power costs and base rates (fixed cost of firming resources), not the Renewable Adjustment Clause. 


4. The levelization period should be based on: a) the term of the power purchase agreement or b) for utility-owned resources, the depreciation period specified for the resource type in the utility’s Commission-approved depreciation study.


5. The Commission should determine that the incremental cost of qualifying electricity acquired prior to the date of SB 838 enactment is zero. PGE and PacifiCorp were not allowed to include in rates any above-market costs for resources acquired after March 1, 2002. Prior to that date, qualifying resources were acquired on the basis of least-cost, least-risk planning. The Commission also should determine that the incremental cost of Biglow Canyon I is zero because the Energy Trust paid for the above-market costs.

B. Levelized Annual Delivered Costs of Non-Qualifying Electricity

Parties at the workshop have not yet reached an agreement on an appropriate approach for determining these costs. Options discussed at prior workshops:

1. Forward price curve – A defined power market index for utility-specific trading hubs. While utilities incorporate their expected CO2 costs in their estimated prices, some parties believe a higher value is warranted and seek Commission direction on an appropriate value for this purpose. Some parties believe other adjustments also are required to account for perceived differences between the FPC and a long-term, fixed-price contract for qualifying electricity, including but not limited to price volatility, environmental regulation cost risk and credit risk. 


2. PURPA avoided costs – Some parties expressed initial interest in this approach due to administrative efficiency. For some parties, this approach raises similar questions regarding the adjustments discussed above. Utilities currently are required to file avoided costs every two years. If the utilities must file annually for the purpose of determining levelized annual delivered costs of non-qualifying electricity under ORS 469A.100(4), PURPA Qualifying Facilities (QFs) would likely seek to have any higher avoided cost rates go into effect. Conversely, utilities would likely seek to have any lower rates go into effect. 


3. Proxy plant – RNP proposed a proxy plant approach based on the cost of a natural gas-fired, combined-cycle combustion turbine. Among the questions is whether the forward price curve should be used in the early years, as is used for PURPA avoided costs during the utility’s resource sufficiency period, rather than proxy plant costs based on NYMEX Henry Hub (or utility-determined) gas prices. Other questions include the assumed CO2 cost in natural gas price estimates, whether and how to account for the avoided fossil-fuel price volatility of renewable resources compared to the proxy plant, hedging costs, and consistency with the Commission-approved methodology for PURPA avoided costs. 


4. IRP approach – RNP raised the general concept of using the costs of non-qualifying resources as specified in the utility’s most recent Integrated Resource Plan.  


5. RFP results – PacifiCorp put forward as an option using the results of the utility’s most recently completed request for proposals for non-renewable resources.
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