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Portland General Electric

Evaluating Effects of
Renewable Energy
Credit (REC)Price
Increases on
Portfolio Program

Within the Western Electric Coordinating Council (WECC)
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Section 1 - Non-WREGIS Registered REC’s

On May 20", the Oregon Public Utility Commission (OPUC) approved a Portfolio Options Committee
(POC) recommendation to waive the requirements for utilities to purchase only Western Regional
Energy Generation Information System (WREGIS)-registered Renewable Energy Certificates (RECs).
While this measure did provide additional opportunities in terms of REC availability, its effect on pricing
was minimal with non-WREGIS tracked RECs trading at a $0.10-0.30 discount. Western Energy
Coordination Council (WECC) REC markets remain tight and several drivers are keeping supply out of the
market. First, the availability of infinite banking of RECs for the Oregon Renewable Energy Standard
(RES) has resulted in some generators staying out of market, as they feel there is more potential upside
to be had. Second, California continues to be a focal point of the WECC market, as utilities continue to
aggressively seek out bundled Power Purchase Agreement’s (energy and RECs) and the California PUC
continues to escalate discussions in regards to accepting unbundled RECs for RES compliance.

Section 2 - 5-year Trend for WECC REC’s
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Section 3 - Steps Taken to Mitigate Effects of Rising REC Prices

Wind Development Fund

Since 2002, PGE has set aside a portion of the revenue from Green Source (GS) customers for use as a
future hedge against potential price volatility in the REC markets. These funds designated as the GS
Wind Development Fund (WDF), were alternatively to be used in the development of new wind projects
for voluntary customers should they not be needed for hedging REC purchases.

Increased volatility in the REC markets has significantly increased REC prices since 2002, when the
option was launched. Given current REC prices and the WDF balance of $1,007,625.00 as of 7/1/08 PGE
and Green Mountain would expect to exhaust the WDF sometime in early 2009.

At that point costs for RECs required to meet GS customer loads would exceed available GS revenues.

Section 4 - National Green Program Pricing vs. Portfolio Programs

The pricing for PGE Green Source product has remained unchanged since its inception in 2002.
According to ‘Trends in Utility Green Pricing Programs (2006), published by National Renewable Energy
Labs (NREL), the PGE Green Source price has been significantly lower than national averages for utility
green pricing programs.

From 2002-2006, PGE Green Source was 62-71% lower than the national average price.

No comparative data exists for 2007-08.

Section 5 - Possible Solutions

PGE and Green Mountain Energy are conducting research with Green Source customers to be completed
this August. The overall objective of this research is to provide guidance on the appropriate
form/messaging for a potential Renewable price increase. There are two alternatives PGE is considering
for the price increase:

1. Maintaining the same product structure (i.e., 100% offset of a customer’s energy
consumption) and charging a higher rate

2. Maintaining the same rate but decreasing the amount of the customer’s load that is offset
with renewable energy i.e. reducing renewable content to less than 100%
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This research will provide information on customer interest in each option and potential for existing
customers to leave the program.

In addition, this research will provide guidance on effectively communicating pricing changes to
customers. For example answer questions such as:

1. How are customers likely to react to this change?

2. What messages and/or explanations are likely to mitigate adverse reaction? (This will include
testing alternative “appeals”)

3. How should PGE communicate this change and other changes that may come in the future?

A report on the outcomes of this research is expected to be delivered to the POC during the next
scheduled POC meeting.
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