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SUBJECT: PORTFOLIO OPTIONS COMMITTEE: (Docket No. UM 1020)
Approval of the Portfolio Option Program Design for Renewable
Resource Programs for PacifiCorp for the January 2010 to
December 2012 contract term.

SUMMARY RECOMMENDATIONS:

1. Staff recommends the Commission change its current policy requiring sourcing
of 100% of renewable energy certificates” (RECs) from the service area served by
the Western Electricity Coordinating Council (WECC)?,? to enable PacifiCorp
(PAC, the Company) to support its voluntary renewable programs through sourcing
of RECs in U.S. regions outside of the WECC, as needed, to continue offering its
voluntary renewable products at or close to the current price point.

2. Staff recommends the Commission, as a condition of approval for this policy change,
require PAC to add product “naming modifiers” to programs sourced with RECs from
U.S. regions outside of the WECC and to continue to offer a 100% WECC sourced
option, as a “value and price adder” for its voluntary renewable products.

3. Staff recommends the Commission require PAC to file tariffs for the base program
and the “value and price adder” at the time that it needs to begin sourcing RECs
outside of the WECC and to design the program and its roll-out in the interim.

!A renewable energy certificate is a market instrument created to house the value of renewable energy that is not
captured by the value of the power flowing into the grid. This allows customers and policy makers to use this market
instrument to reference the value of attributes of power that are not currently internalized by the electricity markets.

% The Western Electricity Coordinating Council is a coordinating body that operates the electrical grid connecting

14 Western States and smaller portions of Canada and Mexico. This electrical grid (“the Western grid”) is physically
separated from other electric grids in the United States. Only small amounts of power can flow between grids.

% The Western Renewable Energy Generation Information System (WREGIS) is the REC tracking system that serves
all renewable generators that operate within WECC. Today, PAC programs must source WREGIS registered RECs.
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Background:

On July 29, 2009, on behalf of the Portfolio Options Committee (the POC), Staff
recommended the Commission approve the release of PAC’s Request for Proposals
(RFPs) for Program Services® for its 2010-2012 Voluntary Renewable Usage programs.

Staff notified the Commission that these RFPs called for bids that included sourcing of
RECs from outside of the WECC, so as to explore strategies to achieve product price
stability during the contract period.® Staff posited that, if this sourcing proved a viable
solution to product price stability, the bids would lead to a request that the Commission
change its existing sourcing policy. The existing policy requires that RECs sourced for
PacifiCorp’s Block, Renewable Usage, and Habitat (Renewable Usage with a Habitat
Option) be WREGIS registered RECs.®  Staff proposed the Commission defer policy
decisions until its November 3, 2009 Public meeting.

The Commission subsequently approved the release of these RFPs, contingent on the
exploration of options that would not require a change in Commission policy.’

This requirement led to a three month investigation, described later in this memao,
carried out in parallel with the bidding process. The only option that emerged from
either effort was a strategy of variable blending of nationally and WECC sourced RECs
to manage the uncertainty (anticipated cost increases) in the WECC REC market.

The investigation ultimately resulted in a commitment by POC leadership to further
explore “steel in the ground”® or other non-REC based alternatives before the end of
2009. RNP support of the current Committee motion is partially predicated on this
commitment to evaluate and work towards deploying a non-REC based product for the
next contract cycle.

Portfolio Options Committee Recommendation

At the Portfolio Options Committee meeting on October 12, 2009, the Committee voted
9-2 to support the following recommendation:

4 Program services include product marketing and REC sourcing services.

® REC prices for RECs sourced in the WECC are expected to escalate during the contract period, if California allows
unbundled REC’s from the WECC to be used to comply with the CA Renewable Portfolio Standard (RPS).

® WREGIS RECs are currently, by definition RECs for power generated in the WECC. This will change in the future,
when WREGIS gains the ability to register and/or transfer in RECs from other regions.

" These options included explorations of “steel in the ground,” stable-rate options, and long term fixed price contracts.
This contingency was requested by RNP in their public statements at the July 29, 2009 meeting and included in
conversations with the Companies as part of the agreement to write the Staff memo, approving release of the RFPs.
8 «Steel in the Ground” refers to customer purchase of bundled energy instead of REC based representations of the
unbundled attributes of renewable energy.
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“The Portfolio Option Committee recommends that Portland General Electric and
PacifiCorp be allowed to meet their voluntary renewable portfolio options
requirements with RECs generated from the WECC, to the maximum extent
possible, and utilize non-WECC, or national, RECs only as necessary to maintain
the renewable portfolio option prices similar to current levels.

At no time will national RECs constitute a majority, within a three-year rolling
average period, of RECs in the usage products. If there is a need to exceed a
majority within a three-year rolling average period, the utilities will bring that issue
back to the POC.

The preference of the Committee is that the block products offered within the
portfolio remain based on WREGIS RECs and that national RECs be utilized
only in the usage-based products.

The Portfolio Options Committee also recommends that all RECs must continue
to meet the requirements for Green-E certification and be retired in the tracking
system of the region where they are generated,” until WREGIS is able to accept
transfers from other regions. The utilities will also disclose sourcing options in
customer information in an ongoing manner as described in materials provided by
the utilities (attached to this recommendation).”*°

Staff and ODOE were the two dissenting votes. Both agree that the recommendations
contained in paragraphs one and four of the Committee proposal are necessary to
maintain voluntary renewable programs at current strength and credibility and to
enable these programs to grow.

However, Staff and ODOE voted against the proposal because it is not sufficient to
meet the joint objectives of achieving value for the Company, value/choice for
Customers, an enduring Commission policy, and full disclosure to customers.

Staff argues that the recommendations contained in paragraphs two and three are not
concrete enough to serve these joint objectives. In addition, the disclosure of sourcing
is insufficient to communicate the shift in value proposition that is taking place®* given
that the option to purchase local renewable energy has been available to customers
since 2002 and these programs have been strongly marketed as OR/WA or regional
energy from their inception.

® In addition to WREGIS, several regional tracking systems are in place (as well as a North American system.) The regional systems
are: PIM-GATS; M-RETS; NEPOOL GIS; and ERCOT.

10 5ee Attachment B for PacifiCorp plans.
™ A shift of value proposition is taking place for customers who value local sourcing..
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Staff Alternative

Staff recommends a three-part alternative to the POC recommendation, as follows.

1) The Commission broaden its policy to allow PAC to source RECs in U.S. markets
outside the WECC for its voluntary renewables products, within the conditions outlined
in paragraphs one and four of the Portfolio Options Committee recommendation, and

2) The Commission require PAC to continue offering new and existing customers the
option to purchase 100% of their usage as “local renewable energy,”* as a condition of
broadening its REC sourcing policy, and

3) The Commission require PAC to offer this “local renewable energy” option as a
“value and price adder” to its voluntary renewable products and require that the
products that will be based on RECs sourced in areas outside the WECC (other
regional markets) be identified as PAC’s “National” products.

A “word picture” of the staff alternative (as contrasted against existing PacifiCorp
products) is given in Attachment A.

The primary objective of this recommendation is to clearly communicate to customers
that the proposed 2010-12 program has a different value proposition'® than the
previously advertised program.**

A second objective of this recommendation is to enable customers to retain their
existing choice to source 100% of their electricity usage "locally” by purchasing RECs
representing energy generated in the WECC.

A third objective is to make this choice simple enough by structuring the “adder” in a
manner similar to PGE’s Habitat option. Finally, Staff's objective is that this program be
sustainable, over the 3 year contract period, in the face of the uncertainty in REC
sourcing facing PGE’s third party partners.

ODOE agrees with the elements of, and arguments in support of, the Staff alternative.

12 pg represented by the purchase of 100% WREGIS registered, WECC-generation based RECs

Again, a REC is a market instrument created to house the value of renewable energy that is not captured by the
value of the power flowing into the grid. If the attribute of renewable energy that a customer values (as represented
by a REC) is predicated on the assumption that the energy enters the same grid that serves the customer, it matters
where that renewable energy is generated. If the attribute of renewable energy that a customer values is not
predicated on the assumption that the energy enters the same grid, it does not matter where the energy is generated.

14 . . . ...
For customers who do care about local sourcing, a nationally sourced product has a different value proposition.
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DISCUSSION: Support of POC recommendation for blended REC sourcing
Portfolio Options Committee (POC, the Committee) members unanimously agree that
the contract period of January 2010 through December 2012 cannot be navigated in a

“business as usual” fashion.

Anticipated REC price increases

Although stabilizing changes have occurred in the WECC REC markets since 2008,
unwelcome changes are dominant. In the WECC REC™® market the price of RECs has
more than doubled’’ and the current market is illiquid.

This unwelcome change in REC prices has been attributed mostly to market anticipation
of California treatment of unbundled RECs. By all reports, the market is “on hold”
awaiting the outcome of a pending change to the California Renewables Portfolio
Standard (RPS) that is likely to allow unbundled RECs to be more widely used to meet
the California RPS requirements.

The likely REC cost escalation, if California acts as anticipated, will result in tariff
increases that would be unacceptable to the majority of customers of voluntary
renewable power purchase programs. PacifiCorp and PGE data indicates that only
16% of customers surveyed would be willing to pay the $20/month anticipated to be
required for the average customer to “buy renewable energy which comes from the
Western region of the US exclusively.” (Survey showed the outline of the WECC.)

Blended REC sourcing: National & WECC - the only viable, short-term solution

In Fall 2008, PAC requested and received Commission approval to increase the pricing
for voluntary renewable product options for the first time in program history.*®

15 Stabilizing changes: As of January 2009, 100% of RECs supplied for the Companies’ voluntary Renewable Power
programs must be registered and retired in WREGIS. This registration and retirement was originally required to begin
on January 1, 2008 (Commission Order on January 10, 2006). In Order 08-278, the Commission adopted the
Portfolio Option Committee recommendation that this requirement be waived until January 1, 2009, when the majority
of the REC market was predicted to be registered through WREGIS.

* AWECC generated REC is the only REC that can be registered in WREGIS at this time.

Y This is largely due to many states adopting renewable portfolio standards. In addition, prices for WREGIS
registered RECs are higher than for WECC registered RECs. Staff argues that this represents the value of the
additional credibility of these RECs and the cost to register them.

18 PacifiCorp Advice No. 08-020. The pricing for these options had not changed since 2002. The tariffs were
originally structured at a high enough level to allow for fluctuations in prices of RECs. Throughout the program,
surplus dollars collected through the tariffs have been held in a fund to cover future price increases in RECs and to
(potentially) fund new renewable energy projects.
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In response, a small group from the POC launched an investigation into available
options for pricing control, including in that investigation options posed by RNP in its
July 29 letter to the Commission. In parallel, the group awaited the results of “creative
bids” from the third party program services bids solicited through PAC’s RFP process.

By mid-September, the group concluded that that there were no short-term “steel in the
ground” or non-REC based alternatives to current REC-based voluntary renewables
programs'® and that uncertainty in the REC market made it unlikely that long-term, fixed
price sourcing alternatives could be secured. Responses to PAC bids did not result in
other options beyond variable blending? of national and WECC sourced RECs.

The Committee concludes that asking the Commission to change its policy to national
REC sourcing is the only viable short-term cost containment alternative available for the
Company’s voluntary renewable programs for the contract period.

Customer acceptance of REC sourcing

PAC has concluded that their customers would rather embrace a change to “acquisition
of renewable energy from national sources” than move to the high(er) price point
required to continue acquiring this energy from only WECC sources. Data in support of
this position was shared with the Portfolio Options Committee on 10/12/2009. 2!

PacifiCorp also found that customers surveyed are more concerned about price than
location of the generation. In short, 83% indicated that they would prefer a product
that includes national RECs in order to keep the price low. Only 13% percent of
respondents identified a strong preference for regional resources.?> Only 8% indicated
that they would leave the program if it included energy resources outside of the region.

Similar data is available from PGE customer research completed in April 2009:% it
supports the PAC argument that <25% of customers will pay more for WECC sourcing.

Y The Company strongly asserted, and long-term Committee members agreed, that it would take a long time to work
through: a) regulatory barriers to utility carve-outs of existing renewables and b) Company arguments that it would be
inappropriate for the Company to take on the risk of serving large loads with “steel in the ground” programs without
the potential for financial reward, as well. The Company does not earn a return on voluntary renewable programs.

20 Blending provides price stability by combining higher price and lower price RECs into one average price that is
acceptable to customers.

2 This survey was carried out in September-October 2009. PacifiCorp sent postcards to 5000 households, inviting
them to take an on-line survey. PacifiCorp received 476 responses to the key questions in this survey.

2 This response was measured independent (without consideration) of price.

% n April 2009, PGE completed research on customer views of the importance of sourcing location for RECs and
program pricing as it relates to sourcing of RECs. This survey reached 200 current customers and 450 prospective
customers. In order to secure 100% sourcing of RECs in the region, twenty six percent (26%) of customers would
pay $10 more/month; 8% of customers would pay $15 more/month and only 2% of customers would pay $20/month.
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In addition, PacifiCorp presented data from 476 survey respondents showing that the
average customer perception of the current geographic location of sources of renewable
energy is:

35% Oregon only
44% outside Oregon but within the WECC
21% outside the WECC but within the US

The Committee concludes the average customer already believes that not all renewable
energy is generated from within the WECC, although they expect that most of it is.

Continued emphasis on REC Registration and Certification

Over Portfolio Options Committee history, Committee action has lead to an increasing
emphasis on “new resources” and on tracking and certification of RECs.

In 2007, 100% of RECs for voluntary renewable products were required to come from
“new generation,?*” strengthening the credibility of programs as contributing to more
renewable generation than would occur without the programs.

In 2002, PacifiCorp committed to sourcing RECs and contracting for renewable energy
marketing programs that are “Green-e” certified.?®>. As of January 2009, Commission
decision requires that 100% of RECs supplied for the Companies’ voluntary renewable
energy programs be registered and retired in WREGIS.?® These commitments were
undertaken to strengthen the credibility of voluntary renewable energy programs.

% OAR 860-038-0220(4) directs the Portfolio Options Committee to recommend the resource content of each
renewable energy resource product and requires that at least one renewable energy resource product contain
“significant new” resources. In Order 03-208, the Commission approved the Portfolio Options Committee
recommendation that a “new resource” be defined as one that meets the requirements of Oregon’s Electric Industry
Restructuring Law (SB1149), codified as ORS 757.600(21). SB1149 requires that a “new” renewable resource is
generated by a facility that first started operation after July 23, 1999. Order 03-208 also required that 100% of
renewable content in Block Options be from new resources and established a preference for REC bids from
generation facilities located in the WECC. In Order 06-350, the Commission adopted the Portfolio Option Committee
recommendation that 100% of the content of RECs be from “new” resources, as of January 1, 2007

= PacifiCorp programs are Green-e certified, which means that they are annually audited by “Green-e” as to
compliance with Green-e criteria in REC sourcing and in marketing of the attributes of this unbundled power.
PacifiCorp commits substantial dollars for the credibility brought by this certification. PGE’s program is “Green-e
certifiable”; i.e. PGE and their third party marketer assert that their RECs meet the same criteria. The PGE program
is not audited by an independent third party & they do not communicate that their program is Green-e certified or
certifiable to customers.

% The WREGIS system provides a robust method to prevent multiple claims for specific electricity generation. This
process and the current renewable resource options provide the best assurance available that subscribers’ energy
usage is matched with “new” renewable energy generation , that the generation facility is located in the U.S. regions
of the WECC, and that energy generation is not being double counted. This registration was originally required to
begin on January 1, 2008 (Commission Order on January 10, 2006).
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Committee members continue to see the value of sourcing of RECs from energy
generated in the WECC and that are registered in WREGIS, as evidenced by
conversations in the Committee meetings and codified in the Committee motion.

Arguments in Support of Staff Alternative

The Staff alternative builds on the Committee recommendation and addresses three
concerns, not addressed by the POC recommendation:

1) Customer choice,
2) Sustaining the program over the three year contract period, and
3) Threats to program credibility

Local Sourcing; Customer Choice

As mentioned above, PacifiCorp demonstrates?’ that a large majority of customers are
comfortable with national or blended sourcing of RECs.

The Company proposes to offer a voluntary renewable usage product to serve this
majority of customers and proposes to “not serve” the minority of customers who plan to
leave the program if a portion of RECs are sourced nationally.

In competitive markets, companies choose to address the portion of the market that will
be most cost effectively addressed by their product offering. In return, companies take
the risk that the portion of the market that they choose not to address will provide a
foothold for competitors to gain entry into the company market.

In a monopoly market, companies do not face this risk. If customers that feel strongly
about local sourcing are not served, these customers have no option in the PacifiCorp
monopoly electricity market. No other options for giving this customer segment access

to local renewable energy, were discussed during Committee or small group meetings.
28 29

In Order 08-278, the Commission adopted the Portfolio Option Committee recommendation that this requirement be
waived until January 1, 2009, when the majority of the REC market was predicted to be registered through WREGIS.
27 PacifiCorp’s arguments are supported by customer research data, as detailed earlier in this memo.

% The Companies have not made a commitment to offer the Block (or Fixed) products with 100% WECC RECs.
Although this is stated as a preference in the POC recommendation, Staff has learned that “silence” does not mean
agreement. Only the City of Portland commented on this alternative while it was voted in as a “preference.”

5 response to a courtesy copy of this memo, PGE asserts that customers can buy RECs directly from third party
marketing organizations. However, Staff, ODOE and RNP have not found this option available to residential
customers, after a morning of searching by all three parties. These options should be considered by the Commission
in making a decision as to whether or not these customers can be served in this manner or whether customers prefer
to be served by their electric company. Again, these options were offered to or considered by the POC.
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Staff argues that these customers should be given a choice to continue purchasing the
product that is most consistent with existing Commission policy and that has been the
available option over program history.

Sustainability of Programs over the three year contract period

Staff argues that the POC’s recommendation of a soft cap (a “rolling three year window
of REC purchases that will not exceed 50% without consulting the Committee”)
is merely postponing a tough call.

PacifiCorp could not, in good faith, allow the Committee recommendation to include a
hard annual cap on the percent of non-WECC (national) RECs to be included as part of
the voluntary renewable usage sourcing blend.

The Companies and their third party program services firms are faced with such market
uncertainty that they can promise almost nothing, except that they will come back to the
Portfolio Options Committee, if the REC market requires that they exceed the 50% limit
of national RECs, measured on a rolling three year average basis®.

From Company resistance to Committee proposals to place a hard cap on the percent
of non-WECC sourced RECs in the variable blend, Staff concludes that the POC
recommendation is likely to need to be revisited during the contract term.

If the key objective of the POC recommendation is to maintain enrollment and product
prices at close to current levels, only a program that allows as much national REC
sourcing as is required to do so will be sustainable over the 3 year contract period.

Threats to Program Credibility

Staff is most concerned that voluntary renewable program credibility is at risk unless
there is clear communication that a sourcing shift is occurring.

This is most important to the 5-15% of customers that care deeply about local sourcing
and to potential new customers influenced by “local renewable energy” program
marketing messages over the last seven years.

30 Without a product name change to signal national RECs in the mix, the 50% limit, as measured, is problematic.
The condition that the 50% limit is measured as a three year rolling average could allow for REC purchases to be
100% WREGIS in 2010, 50% WREGIS in 2011, then 5% WREGIS in 2012 without a substantive change in the
marketing message. This could pose a dramatic threat to program credibility in 2012. Without a change in naming, it
is not clear that an existing or prospective customer in 2012 will easily understand that most of their support may be
to projects east of the Rocky Mountains.
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The Companies argue that expanding sourcing beyond the U.S. regions of the WECC is
consistent with the direction of past changes in the programs, which have included the
shift away from Oregon/Washington generation and specific source mixes.

Staff and ODOE disagree with the implication that the migration of eligible resources
over time from Oregon-Washington to WECC based REC sourcing to sourcing of RECs
outside the WECC is a natural progression with limited risk to program credibility.

The Company/Committee argument has two flaws. First, it pre-supposes that
customers who do care about local sourcing know that the shifts from “steel in the
ground” delivery of bundled energy® to an OR/WA REC based product to a WECC
REC based product have occurred.®* Second, the argument supposes that educated
customers>® will feel the same way about a change in sourcing that is unlikely to
physically impact “power in the local grid” as they might about changes in sourcing that
still enable their purchases to impact generation dispatch decisions for “the power in
their local grid.”*

All agree that only a small minority of customers is likely to be knowledgeable about the
fact that power does not commonly flow between grids across the United States. Staff
agrees that the Company’s communication plans are comprehensive®® and believes that
only a fraction of those who care passionately about local sourcing are likely to “find out”
that sourcing shifts have occurred. And, admittedly, if all 8% of those who care about
local sourcing were to drop from the rolls, PacifiCorp’s program will still have far more
participants than if it loses the larger percentage of participants who have indicated that
they prefer lower prices.

However, comprehensive compliance with disclosure requirements remains insufficient.

Staff argues for marketing communications that are targeted to allow customers who do
care about local sourcing to make the decision as to whether they are willing to pay for it
and to make it unlikely that existing customers will miss the fact that a sourcing shift has
occurred. What is required is a marketing plan (intention to reach and penetrate), rather
than a communications plan (disclosure compliance).

81 PacifiCorp’s original Block program was a “steel in the ground” option that was later converted to a REC based
gzrogram.

The assumption is that customers know the shift from Oregon-Washington energy to WECC energy has been
made because the Company has documented and “pushed” this information to customers. However, no Committee
member has data to support (or refute) that local-sourcing-passionate customers®? know that the sourcing shift from
Oregon-Washington to the WECC has occurred. PacifiCorp does have data that indicates that 8% of customers will
leave the program if they learn that sourcing will move nationwide, without another alternative for them.

33 Educated customers = those who know that the grids are not connected.
3 New renewable resources installations in the WECC can impact the dispatch of electrical production in the WECC.
% See Attachment B.
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Staff argues this on behalf of voluntary renewables program credibility.

Specifically, Staff and ODOE are arguing that those who will care that a sourcing shift
has occurred are likely to be thought leaders who will carry this issue to the broader
community of customers. This must be so, otherwise many Portfolio Options
Committee recommendations have no logical audience®.

Staff argues that “knowledgeable thought leaders” are those that the Portfolio Options
Committee has targeted with its historic moves to require more “new” generation and
with its moves to Green-e criteria and WREGIS registration.

If the majority of customers do not know (and do not care)*” about the details of REC
purchases versus the actual purchase of “steel in the ground” delivery of renewable
energy; if the majority of customers are just as happy with sourcing of RECs nationally
as they are with sourcing of RECs in the WECC, then they most certainly do not
understand or yet care about the details of percent of new generation and tracking,
registering and retirement of RECs in WREGIS or other regional registration systems.

That these things do matter, however, is underscored by Committee action over the
history of the Portfolio Options Committee and by continuing Committee interest in
including these requirements in the current Committee motion.

Further, voluntary renewables program marketing messages have been heavily laced
with references to the local and Northwest regional impact of voluntary renewable
programs,®® from their inception in 2002 until the present.

Intentional marketing efforts such as these take a long time to take hold; efforts to
change messages in the minds of customers take an equally long time to take hold.

Staff does not agree that changing communication materials will be sufficient to
accomplish the objective of ensuring that a shift from local to national sourcing is well
known.

% Obviously, these Portfolio Options Committee recommendations are also addressing Commission policy and
Commission standards of transparency and assurance of disclosure.

37 PGE asserts that customer research carried out in 2007, showing that customers do not know the name of the
product that they are buying from PGE indicates that customers do not care about the intricacies of what they are
buying and, specifically, that they do not care to know about REC sourcing.

% An equally valid interpretation of PacifiCorp survey data showing that customers believe that ONLY 21% of
renewable energy is supplied by national resources, is that marketing of renewable energy as “being local” has been
effective.
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In short, Staff argues that it is as important to program credibility to be certain that
customers know the value proposition of what they are buying as it is to for resources
be new resources, for tracking systems to solidly verify that resources are not being
double counted, and for customers to know that some portion of their voluntary
renewable program payments supports development of renewables in the Northwest.

The 8% of customers who indicate that they will leave the program if RECs are sourced
nationally are declaring that there is a different value proposition (to them) for a product
based on nationally sourced RECs than there is for locally sourced RECs.

Staff and ODOE recommend that the best way to deal with this credibility threat is to
communicate the contrasting alternatives.

Offering a clearly separated “local sourcing option” adder will allow existing customers
who care about local sourcing to know that they need to make a change if they want to
continue buying the product they might believe they are already buying. A new
customer who is asked “do you want to buy the nationally sourced product for
$10/month or the 100% locally sourced product that impacts the resource mix on the
Western grid for $20/month?”, knows that the base product is not 100% locally sourced.

Timing of Change

It will take time for PacifiCorp to make the changes required to “add an option” to the
new majority program. Program rules allow that RECs only need to be purchased for
the 2010 program by March of 2011. These rules provide PacifiCorp sufficient time to
design a program that will meet the communication clarity benefits described by the
staff alternative and to “trigger” this program IF the expected need to source with
national RECs emerges.

PacifiCorp has clearly stated that it does not support the Staff alternative. The
Company believes that Staff’s alternative will add more customer decision points and
increase program complexity with no benefit. Further, PacifiCorp does not believe it has
time to deploy these changes.
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Summary

Staff recognizes the virtues of the POC recommendation, but argues that more effort
needs to be made to provide an alternative to the Commission that enables existing
Commission policy to endure, that upholds Commission standards of disclosure, and
that provides a local option to PacifiCorp customers.

PROPOSED COMMISSION MOTION:

1. The current policy requiring 100% sourcing of WREGIS RECs be changed to allow
PacifiCorp to support its voluntary renewable programs through sourcing of RECs in
US regions outside the WECC, as needed, to continue offering its voluntary
renewable products at or close to the current price point.

2. PacifiCorp be required to add naming qualifiers to products delivered with RECs
sourced outside the WECC and to continue to offer customers an option to purchase
a 100% WECC based product, as a “value and price adder” for its base products, as
a condition of approval for this policy change.

3. PacifiCorp be required to file tariffs for its voluntary renewable usage programs
program with a “value and price adder” at the time that it needs to begin sourcing
RECs outside of the WECC and that PacifiCorp be required to design the program
and prepare for its roll-out in the interim.
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Attachment A. The table, below, is a snapshot of product names and marketing slogans
for PacifiCorp’s three existing voluntary renewable options.

PacifiCorp (today) *°

Blue Sky Usage “based on your total monthly usage and features
energy from a blend of renewable sources”
Blue Sky Block “support wind energy in 100 kWh increments ... to

match a portion ... of your energy use to wind
resources around the region”

Blue Sky Habitat “like Usage... includes ... preservation and
restoration of native fish habitat”

Current Optional Adder : none

For illustration purposes, PacifiCorp’s Voluntary Renewable programs could look as
follows, under the Staff alternative.

PacifiCorp (base alternatives, purchased by the majority of customers)

Blue Sky Usage - | “based on your total monthly usage and features

National *° energy from a blend of renewable sources from
around the nation”

Blue Sky Block- “support wind energy in 100 kWh increments ... to

National** match a portion ... of your energy use to wind
resources around the nation”

Blue Sky Habitat- | “like Usage... includes ... preservation and

National restoration of native fish habitat”

Optional Adder (to any of the above)

Western Grid * AND “now with 100% of your usage purchases

option offset from renewables on the Western Grid”

%9 Per http://www.pacificpower.net/Article/Article39370.html (October 22, 2009). These PacifiCorp options include a
Block renewable product (called Blue Sky Block), a Renewable Usage product (called Blue Sky Usage), a Renewable
usage product with a Habitat Option (called Blue Sky Habitat). This “value and price adder” enables customers to
make a fixed monthly contribution to restoring salmon habitat.

0 Naming conventions similar to the ones proposed in the table, below, were offered by several members, during the
Portfolio Options Committee decision process. A hnaming convention should be designed by PacifiCorp/Third party
marketers to communicate that sourcing is allowed from regions throughout the US, subject to other requirements as
to facility age, resource type, etc.

“ Although the POC recommendation includes a stated preference that the Blue Sky Block product offered in the
portfolio remain based on RECs sourced in the WECC, the Companies have not committed to do so.

2 A naming convention should be designed that communicates that allowed sources are from U.S. regions of the
WECC subiject to other requirements as to facility age, resource type, etc.
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Attachment B.
Pacific Power Communication Plan - Blue Sky 2010 Program Modifications

Targeted Customer Group: Existing Blue Sky Program Participants—Executed between
December 2009 and January 2010.

Participant Letter - Deliver a letter to all participating customers which follows a format
similar to what was sent to customers in January 2009 (see attached Exhibit 1). This
letter is a customized report to each customer on the impact of their Blue Sky purchases
over the previous year and to communicate any relevant program updates. Pacific
Power will dedicate significant space to describing 2010 changes, the reasons they were
made, and to notify customers that they may change or cancel their participation at any
time by calling 1-800-769-3717.

Bill message on bill and/or bill insert directed to all Blue Sky customers beginning as
soon as the tariff which includes the program change is approved by the OPUC.

Creation of a Blue Sky customer web page dedicated to explaining the changes and
reasons why the changes were made.

Targeted Customer Group: Newly Enrolled Participants

All newly enrolled Blue Sky customers receive a letter acknowledging their enrollment
and include the Product Content Label and Price Terms and Conditions document
required by Green-e which outlines which generation sources are supported and
specifies the states in which they are located (see Exhibit 2 for a copy of the current
Price, Terms, and Conditions and Product Content Label).

Targeted Customer Group: All residential customers of Pacific Power (Participants, non-
participants, those considering participating)

Customers will continue to be invited to review the Product Content Label and Price
Terms and Conditions document required by Green-e which outlines which
generation sources are supported and specifies the states in which they are located (see
Exhibit 2 for a copy of the current Price, Terms, and Conditions and Product Content
Label) prior to enrolling.

Pacific Power will continue to comply with the Green-e Energy product content label
disclosure requirement which requires Pacific Power to illustrate and communicate
annually the resources supported by the program over the past year and those projected
to be supported over the coming year along with detailed information about the states in
which facilities are located. This information must be disclosed to all participating and
non-participating residential customers by June 30, 2009 each year. See attached
Exhibit 3. to see how this information was communicated to customers in 2009.
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Pacific Power will also continue to conform to the Green-e Energy marketing
requirement which states that all residential marketing pieces, which also includes an
enrolliment form, must detail the renewable energy sources and facility locations by state
either on the enrollment form or by referring customers to find this information on a
website.

Update all ongoing communication materials—Specifically, Pacific Power will update

any mention of the retail rate, the resources the program supports, the regions in which

the program supports facilities, updating any mentions of “regional” to “regional and

national”. These changes will likely need to be made on the following documents:

e Brochures (residential and business)

e Enroliment postcards

e Oregon business enrollment form

e Program factsheets

e Multiple web pages on pacificpower.net/bluesky including online enrollment form and
linked Product Content Label, online calculator and other affected web pages.

e Power point presentation templates

e Green-e required Price, Terms and Conditions and Product Content Label

o Welcome Aboard Blue Sky flyer

Pacific Power will use best efforts to update all customer communication material by the
tariff change effective date.

Targeted Group: Customer Facing Employees

All Customer Service Reps will receive a communication before the program changes
are announced to customers.

Customer Service Employee resource tools (information in LIGHT and Blue Sky talking
points) will be updated as needed and in advance of program changes.
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Exhibit 1—previous year’s Annual Report; mailed to all Blue Sky customers in January

Vé PACIFIC POWER Pordend Oregon STIOT.040

Customer Name
Address
City, State, Zip

Dear Jane Johnson,

Thank you for supporting renewable energy through Pacific Power’s Blue Sky™M
Usage program.

You made a difference in 2008! . f -
We're pleased to present your personalized 2008 Blue Sky support details
to show you the difference you've made:

¢ Your total 2008 Blue Sky purchase of xx oo kilowatt-hours of
renewable energy avoided the release of «x oo pounds of carbon
dioxide into our air. This represents environmental benefits equal to
not driving xx, oo miles.

MNow, that's worth celebrating!
In 2008, 67,000 Blue Sky customers supported 490 million kilowatt-hours of

Green-e Energy certified renewable energy — that's equal to the output of 107
wind turbines.

V¥isit a wind farm! Join us for the 2009
wind farm visit on June 13. E-mail
windtourfpacificpower.net

in April and September, to stay up to date on the Blue Sky program. to learn mare.

Stay informed
Read our Forecast newsletter on our Web site (pacificpower.netiforecastnl)

Working together
Impor tant information about your

In addition to Blue Sky customer purchases, Pacific Power has committed to B Sy e

acquiring 2,000 megawatts of renewable resources by 2013, 2,000 megawatts is Due to increased renewable energy costs,

more than six times the capacity of Oregon’s largest wind farm. To see our the price of Blue Sky Usage changed from

combined renewable accomplishments visit pacificpower.netirenewablemap. $0.0078 to $0.0089 per kwh (still less than a
penny per kwh), effective January 1, 2009,

We look forward to making a difference together in 20091 Please feel free to This means that the average customer bill

contact us at 1-800-769-3717 if you have any questions about the program. will increase by $0.97 each month.

Let's hurn the answers on. Visit pacificpower.net/blueskyrates for

; answers to questions about this change.
Sincerely,

Karen Gilmore
Vice President, Customer Services

The envircnmental benetits figures in this letter are based on the average non-base load generation emissicns

from the Westem Enengy Coovdinating Council (WECC) region, s updated Seprember 2008, and on data and

calculations provided by the LS. Environmental Protection Agency (wwwepa gov/ ceanenengy /ensrgy-

resoufees ‘egrid /index html and www.epa.gov/cleanenergy /energy-rescurces,/ caleulator himl). TP-U-R

i
m
=)

Qray

EENT



UM 1020 — Portfolio Option Program Design, PacifiCorp
October 29, 2009
Page 18

Exhibit 2— current version of Blue Sky Usage and Habitat Product Content Label and
Price, Terms, and Conditions (available online and enclosed in all new participant letters).

[ Blue Sky*" Usage and Habitat Product Content Label

Pacific Power's Blue Sky Usage and Habitat renewable energy programs focus on supporting regionally-supplied,
newly-developed remewable energy to match customer usage. The product is made up of the fellowing resources
and supports new renewable energy.

Eligible renewable energy source Blue Sky Usage and Habitat product Generation location
Wind At least 1% OR, WA, MT

Solar 1% OR,CA

Geothermal energy 0%

Low emissions biomass - including Up to 38% OR,ID, CAUT
landfill and sewage gas

Certified low impact hydroelectric 0%

Fuel cells using a renewable fuel 0%

Total 100%

Thesa figures reflect the actual remewable snergy we have cortracted to purchass as of February 2008, Gereration location sources
can vary according to resource availability We will annually report to you the actual resources mix of the renewable energy you purchasad
during the precading year,

Mew renewables come from generation facilities that first began commercial operation an or after July 23, 999

For comparison purposas, in 200& the current average mix of enargy sources supplying Pacific Power customers is 74.6% coal,
0.7% wind, 120% hydro, 0.7% bicmaszs, 11.3% natural gas, 0.7% other

The avarage Pacific Powsar hame in Oregon uses | 036 kwh per month.
For specific information about this product, pleass contact Pacific Powear at 1-800-76%-3717 or visit pacificpower.nat/bluesly.

& Energy

Grzen-2 Energy certifizs that Blue Sky meets the minimum envrenmertal ard consumer protection
standards established by the nonprofit Center for Resource Soluticns. For more information on
Graen-e certification requiraments, call |-588-63-GREEMN or log on to wwwigreen-e.org.

Pacific Power’s Prices, Terms & Conditions for Blue Sky renewable energy

Pacific Power's Blue Sky program is certified by Grean-a Enargy which raguires companies offering certified products to provids

their residential customers with this notice of Price, Terms and Conditions of service. You may cancel your participation in the Blua Sky
program by calling 1-800-T69-3717 or writing to Pacific Power, RO, Box 400, Portland, Oregon 972070400, For more information about
Grean-g Enargy, write Green-e Enargy, Presidio Building 97 Argusllo Blvd., POy Bow 29512, San Francisco, CA 94129, log on to
wwwgrean-e.org or call toll-free |-885-63-GREEM.

Company: Pacific Power

‘Whe should | contact
for more information?

Call 1-800-769-3717, 2-mail bluzsky@pacificorp.com, visit pacificpowernet/bluesky or write to
Pacific Power, RO. Bowe 400, Portland, OR 97 2070400

Hew will | be billed for
my Blue Sky purchase?

“four Blue Sky ranewable energy chargs will be listed on your monthly Paciic Power bill 25 a separate
line itern. This chargs is in addition to your regular bill,

Haw will the Blue Sky charge
on my bill be calculated?

An additional 3010067 (less than a penny) per kilowatt-hour usad.

Customers enrolled in Blue Sky Habitat will alzo pay §2.50 2ach month for natve fish Rabitat restoration and
preservation in Oregon. The Nature Conservancy administers this fund Gresn-e Energy only certifies the renswalle
energy sold in the Blue Sky progrom.

Will the Blua Sky rate
change over time!

The cost of Blue Sky i in addition to your repular electricity rats ard is approved by the Orzgon Public Ukility
Commiszion.You will be notified of amy price changs in advance through custormer communication.

Whar fuel sources will
be used for this product?

At least 41% wind, up to 38% biomass, |5 solar

Can | cancel at any time
without penalty!

‘s, You can carcel at any time with no fees. Thers is no minimum contract length.

What other faes might
'-,\ | be charged?

“fou must also pay all applicabla federal, state or local taxes.

UsageiHabltar 3,09

w PACIFIC POWEFi‘.

Lets wrn the answers o,



