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2011 Mitigation Bonus Activity

Both Sectors Total PGE PAC NWN CN

BETC Return projects eligible for Fall Bonus 311
BETC Return projects enrolled 95 65 29 5 1
New projects enrolled 797 509 270 17 6
Total bonus projects 892 574 299 22 7
Bonus projects in pipeline 814 518 279 20 7
Bonus projects paid 78 56 20 2 0
Total 892 574 299 22 7
Bonus incentives offered $2,413,500 $1,579,234  $728,198 $59,312 $46,756
Bonus Incentives paid $ 160,886 $ 84,501 $ 64,077 $12,308 $ =

Total $2,574,386  $1,663,735 $792,275 $71,620 $46,756





Mitigation Bonus Activity: Commercial

COMMERCIAL Total
BETC Return projects enrolled 52
New projects enrolled 600
Total bonus projects 652
Bonus projects in pipeline 594
Bonus projects paid 58
Total 652
Bonus incentives offered $1,152,881
Bonus Incentives paid $ 103,029
Total $1,255,910

PGE

34

393

427

384

43

427

729,317

56,184

785,501

PAC

18

197

215

201

14

215

$356,304

$ 46,622

$402,926

NWN

10

13

12

13

$38,746

$ 223

$38,969

CNG

$28,514

$ -

$28,514





Mitigation Bonus Activity: Industrial

INDUSTRIAL

BETC Return projects enrolled

New projects enrolled

Total bonus projects

Bonus projects in pipeline

Bonus projects paid

Total

Bonus incentives offered

Bonus Incentives paid

Total

Total

43

197

240

220

20

240

$1,260,619

$ 57,857

$1,318,476

PGE

31

116

147

134

13

147

$ 849,917

$ 28,317

$ 878,234

PAC

11

73

84

78

84

$371,895

$ 17,455

$389,350

NWN

$20,566

$12,085

$32,651

CNG

$18,242

$ -

$18,242





Revised Budgets for 2012
Changes from Draft

CNG
 lower budget by $111,000 correcting measure cost error
* 4 %change
» 3,348 more therms
« from further expanding showerhead promotions
NWN
 lower budget by $274,000, correcting measure cost error
* 1% change
» 314 more therms, fixing a rounding error
Pacific
 lower budget by $869,000 reflecting lower revenues
» 2% change
* 0.5 aMW lower reflecting lower industrial and commercial budgets and
8% reduction in NEEA
PGE
 higher budget by $202,000 reflecting corrected costs
* 0.2% change
* 0.1 aMW lower reflecting 8% reduction in NEEA
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Revised Draft Program Budgets

($ millions)

Program Name 2011 2012 % Change PAONRS
Forecast Budget | 2011 to 2012 Projection

Existing Buildings
New Buildings

Existing Homes

New Homes and
Products

Production
Efficiency

NEEA

11.6

26.4

20.6

26.1

8.1

14.6

29.0

21.3

32.7

9.1

12.9

29.9

21.0

34.7

9.1

Al
/‘\

EnergyTrust

of Oregon





Revised Draft Program Savings/Generation

Program Name 2011 Forecast 2012 Budget % Change 2011 to 2012 2013 Projection
Stretch Stretch Stretch
Stretch Goals aMW  Mill Ann aMw Mill Ann aMW Mill Ann
Therms Therms Therms
Buildings 10.1 1.1 13.2 1.4 14.1 1.5

Existing Homes 59 1.7 6.2 1.7 -- 8.0 2.3

New Homes

and Products 59 3 6.5 6 7.0 .6

Production

Efficiency 11.8 .8 15.6 1.2 15.7 1.1

Gas Market

Transformation .25 .35 5
Iz

N

EnergyTrust

of Oregon





CNG Revised Draft Program Budgets

($ Million)

Program Name 2011 % Change PAONRS

Forecast 2011 to 2012 Projection

Existing Buildings 0.4 0.6 0.6
New Buildings 0.2 0.2 0.1
Existing Homes 1.1 0.9 0.9
New Homes and

Products 0.4 0.6 0.7
Production

Efficiency 0.3 0.4 0.4
NEEA n/a n/a n/a

2.
N

EnergyTrust

of Oregon
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= CNG Revised Draft Program Net Savings

Program 2011 Forecast 2012 Budget % Change 2011 to
Name Stretch 2012 Stretch

Stretch Goals

Existing
Buildings
New Buildings

Existing
Homes

New Homes
and Products

Production
Efficiency

NEEA

Gas Market
Transformatio
n

Mill Ann
Therms

0.11

0.05

0.09

0.03

0.10

n/a

0.02

Mill Ann
Therms

0.12

0.04

0.09

0.04

0.13

n/a

0.02

0.12

0.07

0.18

0.04

0.13

n/a

0.04

2013 Projection
Stretch

Mill Ann
Therms

\I~
N

EnergyTrust

of Oregon





NWN Revised Draft Program Budgets

($ Million)

Program Name 2011 2012 % Change 2013
Forecast Budget | 2011 to 2012 Projection

Existing Buildings

New Buildings 20
Existing Homes 9.6
New Homes and

Products 25
Production

Efficiency 0.5

1.9

10.9

3.4

0.9

n/a

2.0

10.8
3.6

0.9

n/a

Al
/‘\

EnergyTrust

of Oregon





= VWN Revised Draft Program Net Savings

A
<

Program Name 2011 Forecast 2012 Budget % Change 2011 to 2013 Projection
Stretch 2012 Stretch Stretch

Stretch Goals Mill Ann Mill Ann Mill Ann

Therms Therms Therms

Existing

Buildings 0.91 1.14 1.21

New Buildings 0.52 0.50 0.31

Existing Homes 1.60 1.61 2.13

New Homes

and Products 0.27 0.53 0.59

Production

Efficiency 0.21 0.28 0.28

NEEA n/a n/a n/a

Gas Market

Transformation 0.23 0.32 0.42
A2

N

EnergyTrust

of Oregon





Pacific Power Revised Draft Program Budgets
($ Million)

Program Name 2011 % Change PAONRS

Forecast 2011 to 2012 Projection

Existing Buildings 8.5 10.7 11.4
New Buildings 4.2 4.7 2.5
Existing Homes 6.7 6.7 7.2
New Homes and

Products 6.4 6.5 6.4
Production

Efficiency 9.4 11.0 12.3
NEEA 3.5 3.9 3.9

2.
N

EnergyTrust

of Oregon





Pacific Power Revised Draft Program Net Savings

e
N

Program Name 2011 Forecast 2012 Budget % Change 2011 to 2012 2013 Projection
Stretch Stretch Stretch
aMw

Stretch Goals

\
<

[

Existing

Buildings 3.3 3.9 4.3
New Buildings 2.2 1.4 3
Existing Homes 1.9 2.0 3.5
New Homes

and Products 2.4 2.6 2.8
Production

Efficiency 5.2 5.8 6.6
NEEA 1.2 1.6 2.1
Gas Market

Transformation

Al
/‘\

EnergyTrust

of Oregon





PGE Revised Draft Program Budgets

($ Million)

Program Name 2011 2012 % Change 2013
Forecast Budget | 2011 to 2012 Projection

Existing Buildings

New Buildings 53
Existing Homes 8.7
New Homes and

Products 11.0
Production

Efficiency 14.0
NEEA 46

7.9

10.1

10.4

18.3

5.2

8.3

10.4
10.0

18.9

5.2

Al
/‘\

EnergyTrust

of Oregon





PGE Revised Draft Program Net Savings

e
N

Program Name 2011 Forecast 2012 Budget % Change 2011 to 2012 2013 Projection
Stretch Stretch Stretch
aMw

Stretch Goals

\
<

[

Existing

Buildings 6.8 9.3 9.8
New Buildings 1.3 2.0 13
Existing Homes 4.0 4.3 4.5
New Homes

and Products 3.6 3.9 4.2
Production

Efficiency 6.6 10.0 9.0
NEEA 1.6 2.1 2.8
Gas Market

Transformation

Al
/‘\

EnergyTrust

of Oregon





Next Steps

 This begins the review phase
— Review by 12/01/11
* On the web:
* Program and utility specific data
» Program strategies and design
» Budget themes

» Looking for comments and feedback
— Program plans
— Budget allocations
— Savings estimates

 Final Board approval 12/16

Trust

of Oregon






PGE

EXPENSES

Program Management
Program Delivery

Incentives

Program Eval & Planning Svcs.
Program Marketing/Outreach
Legal Services

Program Quality Assurance
Outsourced Services

Trade Allies & Cust. Svc. Mgmt.
IT Services

Other Program Expenses

TOTAL PROGRAM EXPENSES
ADMINISTRATIVE COSTS
Mgmnt & General

Comm & Customer Svc

Total Administrative Costs

TOTAL PROG & ADMIN EXPENSES

Energy Trust of Oregon, Inc

Year to Date by Program / Service Territory
For the Twelve Months Ending December 31, 2012

2012 Proposed Final Budget

ENERGY EFFICIENCY

Existing NEEA Production NEEA Existing New Homes & NEEA

Buildings New Buildings Commercial Efficiency Industrial Homes Products Residential ETO Total
$964,163 $406,258 $31,852 $406,329 $7,001 $378,836 $370,786 $4,340 2,569,565
5,716,662 2,373,007 1,945,730 3,970,184 875,578 2,385,768 1,802,061 2,043,016 21,112,006
15,783,969 3,967,019 12,355,602 4,647,313 6,197,310 42,951,213
851,345 371,695 27,858 535,731 37,355 595,447 274,688 35,455 2,729,574
506,169 150,097 114,154 774,682 1,028,313 2,573,415
0
18,934 26,885 47,579 19,907 113,305
577,149 31,186 124,424 296,150 53,141 1,082,050
89,522 31,901 19,651 212,398 126,058 479,530
371,298 206,487 7,481 90,949 1,370 358,513 157,249 742 1,194,089
71,228 43,115 3,826 74,599 695 51,768 51,138 382 296,751
24,950,437 7,607,649 2,016,747 17,691,622 921,999 9,748,453 10,080,651 2,083,935 75,101,498
532,026 162,220 43,004 377,244 19,660 207,869 214,953 44,437 1,601,413
319,181 97,322 25,799 226,322 11,795 124,708 128,958 26,659 960,744
851,207 259,542 68,803 603,566 31,455 332,578 343,910 71,096 2,562,157
25,801,643 7,867,190 2,085,550 18,295,188 953,454 10,081,031 10,424,560 2,155,031 77,663,657





Pacific Power

EXPENSES

Program Management
Program Delivery

Incentives

Program Eval & Planning Svcs.
Program Marketing/Outreach
Legal Services

Program Quality Assurance
Outsourced Services

Trade Allies & Cust. Svc. Mgmt.
IT Services

Other Program Expenses

TOTAL PROGRAM EXPENSES
ADMINISTRATIVE COSTS
Mgmnt & General

Comm & Customer Svc

Total Administrative Costs

TOTAL PROG & ADMIN EXPENSES

Energy Trust of Oregon, Inc

Year to Date by Program / Service Territory
For the Twelve Months Ending December 31, 2012

2012 Proposed Final Budget

ENERGY EFFICIENCY

Existing NEEA Production NEEA Existing New Homes & NEEA

Buildings New Buildings Commercial Efficiency Industrial Homes Products Residential ETO Total
$398,174 $239,520 $24,029 $276,800 $5,281 $266,423 $229,489 $3,274 1,442,990
2,397,229 1,391,117 1,467,831 2,789,685 660,524 1,204,229 1,106,197 1,541,223 12,558,035
6,640,700 2,371,437 6,958,455 3,421,284 3,869,802 23,261,678
353,302 220,466 21,015 321,620 28,180 396,211 170,923 26,747 1,538,464
183,812 88,438 68,531 568,323 638,359 1,547,463
7,857 15,946 31,659 12,387 67,849
152,377 18,498 94,679 184,169 37,376 487,099
37,151 18,922 11,797 141,329 78,439 287,638
154,086 122,476 5,643 54,600 1,034 238,555 97,848 559 674,801
29,559 25,573 2,887 44,784 525 34,447 31,821 289 169,885
10,354,246 4,512,393 1,521,405 10,620,951 695,544 6,486,628 6,272,641 1,572,092 42,035,902
220,787 96,219 32,441 226,474 14,831 138,316 133,753 33,522 896,343
132,458 57,725 19,463 135,870 8,898 82,981 80,243 20,111 537,749
353,245 153,944 51,904 362,344 23,729 221,297 213,997 53,633 1,434,092
10,707,491 4,666,340 1,573,309 10,983,294 719,273 6,707,925 6,486,639 1,625,725 43,469,997





Energy Trust of Oregon, Inc
Year to Date by Program / Service Territory
For the Twelve Months Ending December 31, 2012
2012 Proposed Final Budget

NWN
ENERGY EFFICIENCY

Existing Production Existing New Homes &

Buildings New Buildings Efficiency Homes Products ETO Total
EXPENSES
Program Management $179,752 $91,896 $27,541 $446,056 $173,613 918,858
Program Delivery 1,046,304 506,815 208,144 2,190,163 1,261,382 5,212,808
Incentives 3,234,594 1,020,687 577,608 5,370,063 1,303,573 11,506,525
Program Eval & Planning Svcs. 213,403 80,615 24,857 554,850 78,889 952,614
Program Marketing/Outreach 86,326 33,742 5,553 883,303 349,437 1,358,361
Legal Services 0
Program Quality Assurance 3,731 6,445 51,647 6,546 68,369
OQutsourced Services 88,574 7,476 6,620 318,403 19,717 440,790
Trade Allies & Cust. Svc. Mgmt. 17,640 7,647 956 230,557 41,448 298,248
IT Services 73,161 49,497 4,424 389,165 51,704 567,951
Other Program Expenses 14,035 10,335 3,629 56,194 16,814 101,007
TOTAL PROGRAM EXPENSES 4,957,519 1,815,154 859,331 10,490,399 3,303,124 21,425,527
ADMINISTRATIVE COSTS
Mgmnt & General 105,711 38,705 18,324 223,690 70,434 456,864
Comm & Customer Svc 63,420 23,221 10,993 134,200 42,256 274,090
Total Administrative Costs 169,130 61,926 29,317 357,890 112,689 730,952
TOTAL PROG & ADMIN EXPENSES 5,126,648 1,877,080 888,648 10,848,288 3,415,813 22,156,477





Energy Trust of Oregon, Inc
Year to Date by Program / Service Territory
For the Twelve Months Ending December 31, 2012
2012 Proposed Final Budget

NWN Industrial
ENERGY EFFICIENCY

Existing Production
Buildings Efficiency ETO Total

EXPENSES

Program Management $9,146 $62,428 71,574
Program Delivery 110,000 537,645 647,645
Incentives 516,616 1,374,319 1,890,935
Program Eval & Planning Svcs. 29,633 60,123 89,756
Program Marketing/Outreach 4,309 13,430 17,739
Legal Services 0
Program Quality Assurance 518 518
Outsourced Services 3,611 8,756 12,367
Trade Allies & Cust. Svc. Mgmt. 2,449 2,312 4,761
IT Services 10,159 10,700 20,859
Other Program Expenses 1,949 8,776 10,725
TOTAL PROGRAM EXPENSES 688,390 2,078,489 2,766,879
ADMINISTRATIVE COSTS

Mgmnt & General 14,679 44,320 58,999
Comm & Customer Svc 8,806 26,589 35,395
Total Administrative Costs 23,485 70,910 94,395
TOTAL PROG & ADMIN EXPENSES 711,875 2,149,399 2,861,274





Energy Trust of Oregon, Inc
Year to Date by Program / Service Territory
For the Twelve Months Ending December 31, 2012
2012 Proposed Final Budget

NWN WA
ENERGY EFFICIENCY
Existing Existing New Homes &
Buildings Homes Products ETO Total

EXPENSES

Program Management $59,328 $62,248 $37,893 159,469
Program Delivery 154,200 116,878 40,911 311,989
Incentives 262,958 196,870 174,546 634,374
Program Eval & Planning Svcs. 29,786 32,008 23,190 84,984
Program Marketing/Outreach 35,000 54,557 15,793 105,350
Legal Services 0
Program Quality Assurance 0
Outsourced Services 0
Trade Allies & Cust. Svc. Mgmt. 10,920 16,147 1,304 28,371
IT Services 30,426 31,765 12,060 74,251
Other Program Expenses 17,263 15,141 10,578 42,982
TOTAL PROGRAM EXPENSES 599,881 525,614 316,275 1,441,770
ADMINISTRATIVE COSTS

Mgmnt & General 12,791 11,208 6,744 30,743
Comm & Customer Svc 7,674 6,724 4,046 18,444
Total Administrative Costs 20,465 17,932 10,790 49,187
TOTAL PROG & ADMIN EXPENSES 620,345 543,547 327,065 1,490,957





Energy Trust of Oregon, Inc
Year to Date by Program / Service Territory
For the Twelve Months Ending December 31, 2012
2012 Proposed Final Budget

Cascade
ENERGY EFFICIENCY

Existing Production Existing New Homes &

Buildings New Buildings Efficiency Homes Products ETO Total
EXPENSES
Program Management $22,621 $10,582 $7,371 $36,336 $34,168 111,078
Program Delivery 137,407 60,120 121,194 156,489 267,969 743,179
Incentives 390,518 111,200 214,458 444,593 181,926 1,342,695
Program Eval & Planning Svcs. 26,337 9,060 10,446 44,214 13,975 104,032
Program Marketing/Outreach 9,897 3,896 2,333 72,559 62,099 150,784
Legal Services 0
Program Quality Assurance 460 724 4,116 1,160 6,460
Outsourced Services 11,640 840 1,521 23,779 4,365 42,145
Trade Allies & Cust. Svc. Mgmt. 2,177 859 402 18,372 7,343 29,153
IT Services 9,029 5,563 1,859 31,011 9,159 56,621
Other Program Expenses 1,732 1,162 1,525 4,478 2,979 11,876
TOTAL PROGRAM EXPENSES 611,819 204,007 361,109 835,948 585,143 2,598,026
ADMINISTRATIVE COSTS
Mgmnt & General 13,046 4,350 7,700 17,825 12,477 55,398
Comm & Customer Svc 7,827 2,610 4,620 10,694 7,485 33,236
Total Administrative Costs 20,873 6,960 12,320 28,519 19,963 88,635
TOTAL PROG & ADMIN EXPENSES 632,690 210,967 373,429 864,466 605,106 2,686,661





PGE

EXPENSES

Program Management
Program Delivery

Incentives

Program Eval & Planning Svcs.
Program Marketing/Outreach
Legal Services

Program Quality Assurance
Outsourced Services

Trade Allies & Cust. Svc. Mgmt.
IT Services

Other Program Expenses

TOTAL PROGRAM EXPENSES
ADMINISTRATIVE COSTS
Mgmnt & General

Comm & Customer Svc

Total Administrative Costs

TOTAL PROG & ADMIN EXPENSES

Energy Trust of Oregon, Inc
Year to Date by Program / Service Territory

For the Twelve Months Ending December 31, 2012

RENEWABLE EFFICIENCY

2012 Proposed Final Budget

Other
Biopower Solar Electric Renewable
$54,010 $237,819 $88,261
16,250 191,625
1,000,415 10,832,198 768,445
14,792 54,975 21,555
5,200 138,978 7,200
1,625 2,020 1,200
17,208
145,600 231,495 158,360
45,539 873
10,030 70,441 21,259
17,803 62,349 52,292
1,265,725 11,867,439 1,136,652
26,989 253,053 18,043
16,192 151,815 10,825
43,181 404,868 28,867
1,308,905 12,272,307 1,165,520

ETO Total

380,090
207,875
12,601,058
91,322
151,378
4,845
17,208
535,455
46,412
101,730
132,444

298,085
178,832

14,746,732





Pacific Power

EXPENSES

Program Management
Program Delivery

Incentives

Program Eval & Planning Svcs.
Program Marketing/Outreach
Legal Services

Program Quality Assurance
Outsourced Services

Trade Allies & Cust. Svc. Mgmt.
IT Services

Other Program Expenses

TOTAL PROGRAM EXPENSES
ADMINISTRATIVE COSTS
Mgmnt & General

Comm & Customer Svc

Total Administrative Costs

TOTAL PROG & ADMIN EXPENSES

Energy Trust of Oregon, Inc
Year to Date by Program / Service Territory

For the Twelve Months Ending December 31, 2012

RENEWABLE EFFICIENCY

2012 Proposed Final Budget

Other
Biopower Solar Electric Renewable
$125,965 $56,508 $301,644
8,750 70,875
2,673,082 2,548,488 1,926,784
19,923 13,063 45,654
2,800 33,022 7,800
875 480 1,300
18,642
78,400 55,005 143,640
10,821 1,246
23,391 16,737 72,658
18,785 14,815 82,017
2,951,971 2,819,814 2,601,386
62,946 60,128 61,664
37,763 36,073 36,994
100,709 96,201 98,659
3,052,681 2,916,015 2,700,045

ETO Total

484,117
79,625
7,148,354
78,640
43,622
2,655
18,642
277,045
12,067
112,786
115,617

184,738
110,830

8,668,741






For Conservation Advisory Committee Review

Amending Cost-Effectiveness Policy

November 30, 2011

Summary

Adopt changes to the board policy on cost-effectiveness. Note- the” version of this memo
directly following includes markups since the last version shown to the Cost-
effectiveness Committee. We think that these changes are largely minor clarifications
but look forward to your comment. The remainder of this memo is unchanged, and is
here for your reference.

Background
e Energy Trust's energy efficiency funding may be used only for “cost-effective energy
conservation.” ORS 757.612(1), 757.689.
e Cost-effectiveness is defined in several statutes and administrative rules. The definition
used in connection with residential energy efficiency (ORS 469. 631(4)) is
representative:

"Cost-effective” means that an energy conservation measure that provides or
saves a specific amount of energy during its life cycle results in the lowest
present value of delivered energy costs of any available alternative. However, the
present value of the delivered energy costs of an energy conservation measure
shall not be treated as greater than that of a nonconservation energy resource or
facility unless that cost is greater than 110 percent of the present value of the
delivered energy cost of the nonconservation energy resource or facility.

e Energy Trust first adopted a policy on cost-effectiveness in 2002, and has updated it
several times since then.

e Since the policy was developed, the board has adopted a new strategic plan and Energy
Trust programs have been much more closely integrated into the integrated resource
planning process overseen by the OPUC.

e The changes proposed below were vetted with the Conservation Advisory Council and
endorsed by the Policy Committee.

Analysis
e Purposes of the proposed changes:

o Focus the policy specifically on cost-effectiveness and eliminate other investment
considerations from the policy. Those considerations are addressed in the
Energy Trust strategic plan, program design, action plans and elsewhere. They
are not part of cost-effectiveness analysis per se.

o Align the policy with OPUC processes associated with supplemental energy
efficiency funding under the Oregon Renewable Energy Act of 2007 (SB 838)
and integrated resource planning.





Amending Cost Effectiveness Policy, Resolution 596

October 5, 2011

0 These amendments are not meant to change our current practice, but make the
policy simpler, avoid confusion with other policy documents, and make Energy
Trust practice more transparent.

e Specific changes:
o Eliminate reference to the consumer perspective, which is not a test of cost-
effectiveness, but a judgment made in program design (see #1).
o Cost-related changes:

Acknowledge that Energy Trust now offers services in Washington State,
which uses a version of the Societal Test (see footnote 1).

For measures that would be purchased regardless of efficiency actions,
the incremental cost of upgrading the efficiency of the purchase beyond
common practice is used (see footnote 2 and accompanying text).

they are excluded in avoided cost calculations (see #2).

Exclude administrative and program management costs that are paid by

considerations (see #3). We explored this change with OPUC staff in
connection with Clean Energy Works, and they acceded to our approach.

0 Benefit-related changes:

Energy values are based on avoided cost forecasts used in OPUC
processes, with potential adjustments for hedge value (see footnote 3 and
surrounding text).

Energy Trust may use proxies for non-energy benefits where the benefits
are large, they cannot be practically quantified, and they clearly influence

non-energy benefits. Therefore, our approach to this subject is meant to
be used only until the OPUC develops an alternative approach. (see #4)
Includes bulk transmission system capacity benefits (see #5).

Benefits relating to natural gas capacity and reduced gas transmission
and delivery losses are included where significant and quantifiable (see
#6). The existing policy would not consider these benefits.

e Address carbon value consistent with OPUC guidance, which includes carbon value in
utility price forecasts (see #7).

e Explain our current approach to discount rates, #8, which is consistent with SB 838,
OPUC planning, utility avoided cost forecasts, etc., and also reflects Energy Trust's need
for an aggregate rate.

¢ Eliminate “methodology” section (see redline version, second-to-last page) in favor of
addressing all major considerations in foregoing sections.

¢ Revise the “conclusion” section to reflect the foregoing.

- { Deleted:

- { Formatted: Not Highlight

"~ 1 Deleted: of state and local program
administration

_ — -| Deleted: Energy Trust may use proxies for
non-energy benefits where they are large and
unquantified.
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Amending Cost Effectiveness Policy, Resolution 596 October 5, 2011

Recommendation

Staff recommends amendment of the board policy on cost-effectiveness, by adopting resolution
#596.

RESOLUTION 596

AMENDING THE ENERGY TRUST POLICY ON COST-EFFECTIVENESS

WHEREAS:

1. Energy Trust’'s energy efficiency funding may be used only for “cost-effective energy
conservation.” ORS 757.612(1), 757.689.

2. Cost-effectiveness is defined in several statutes and administrative rules, for
example:

"Cost-effective" means that an energy conservation measure that provides or
saves a specific amount of energy during its life cycle results in the lowest
present value of delivered energy costs of any available alternative. However, the
present value of the delivered energy costs of an energy conservation measure
shall not be treated as greater than that of a nonconservation energy resource or
facility unless that cost is greater than 110 percent of the present value of the
delivered energy cost of the nonconservation energy resource or facility. (ORS
469. 631(4))

3. Energy Trust first adopted a policy on cost-effectiveness in 2002, and has updated it several
times since then.

4. Since the policy was developed, the board has adopted a new strategic plan and Energy
Trust programs have been much more closely integrated into the integrated resource
planning process overseen by the OPUC.

5. The changes proposed below were vetted with the Conservation Advisory Council and
endorsed by the Policy Committee.

It is therefore RESOLVED, that the board of directors of Energy Trust of Oregon, Inc. authorizes
amendment of the board policy on cost-effectiveness as shown in the attachment.

Moved by: Seconded by:
Vote: In favor: Abstained:

Opposed:[list name(s) and, if requested, reason for "no" vote]





Amending Cost Effectiveness Policy, Resolution 596 October 5, 2011

4.06.000-P Cost-Effectiveness Policy and General
Methodology for Energy Trust of Oregon

Clean version:

Introduction

The Energy Trust of Oregon seeks a future that includes sufficient, stable, and affordable power
available to all customers through sustained investment in energy efficiency and renewable
resources that reduce the economic and environmental costs of using gas and electricity. To
properly evaluate such investments, Energy Trust compares the cost of energy-saving
programs and measures to the cost of alternative sources of natural gas and electric energy.
The cost of alternative sources is known as “avoided cost”. The Oregon Public Utility
Commission (PUC), the Washington Utilities and Transportation Commission (WUTC), the
Northwest Power and Conservation Council (NPCC) and the Northwest Energy Efficiency
Alliance (Alliance) use similar approaches and assumptions to analyze the cost-effectiveness of
energy efficiency investments. Consistent with these approaches, this policy encompasses two
tests to determine cost-effectiveness and describes the key variables or economic model inputs
that define these tests in Energy Trust analysis.

The Oregon Renewable Energy Act of 2007 (SB 838) allows supplemental energy efficiency
funding, i.e., more than the three-percent public purpose charge authorized in the 1999 law. The
2007 Act, together with the agreements that fund Energy Trust natural gas efficiency programs
in Oregon, support Energy Trust programs that help utilities meet goals that are determined
through Integrated Resource Planning. In that process, the OPUC reviews and may
acknowledge avoided cost forecasts from each utility. Because Energy Trust funding is
significantly affected by this process, the following policy is designed to be consistent with
OPUC guidance and, to the extent practical, with utility integrated resource plans. Energy Trust
may consider prospective costs and benefits over a period of more than one year, as
appropriate, for emerging technologies and market transformation ventures.

Policy

(#1) Energy Trust adopts the Utility System and Societal tests, as described below, as its
primary determinants of whether efficiency investments meet cost-effectiveness criteria. The
economic comparison will be presented as a benefit-to-cost ratio. Programs and measures that
pass both tests, or are likely to over time, are eligible for Energy Trust investment. Both tests
consider energy impacts on customers who are influenced by the program, and long term
market effects of programs and measures (e.g., sales, or efficacy of efficient technologies

4
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beyond the direct program participants) where such effects are significant and likely. The
difference between the Utility System and Societal tests is that the Societal Test includes all
costs (not just Energy Trust costs) and savings of program participants and others who were
influenced to act by Energy Trust programs. The Utility System Test includes Energy Trust costs
only, and savings from program participants and others who were influenced to act by Energy
Trust programs.

For programs and measures that pass these cost-effectiveness tests, in configuring programs
Energy Trust may consider other factors identified in its strategic plan and action plans.

Costs

The societal cost definition is in alignment with the OPUC docket no. UM-551’s definition of
Total Resource Cost (Societal) perspective as including total costs and total benefits in cost
effectiveness calculations.® The following costs will be included in the societal perspective:

1. Total cost of efficiency measures and actions,” including costs to Energy Trust and
participants

2. Energy Trust administrative costs

3. Energy Trust program management costs

The utility system test includes only items 2 and 3, above, i.e., all Energy Trust efficiency costs,
not those paid by consumers.

Costs excluded: (#2) The value of Oregon and/or Federal tax credits will be deducted from the
cost of measures because similar tax credits are not included in avoided costs used by Energy

Trust. (#3) Program administration or management costs of local programs_that are paid by - [ Deleted: funded

Federal or state agencies will not be included, as they are often associated with non-energy
considerations such as equity, employment, etc., and are not included in the benefit/cost tests
under PUC guidance.

Benefits
In the societal test, Energy Trust will include the following benefits:

1. The value of the electrical and/or gas energy saved based on the avoided cost
forecasts of the utilities whose customers are served by the Energy Trust, as
reviewed and approved by the PUC.? Periodically, Energy Trust will work with the
utilities and PUC to develop an average, or merged cost forecast. This will be done
separately for the electric utilities and gas utilities, so that Energy Trust program

YIn Washington, the primary cost/benefit criterion is the societal test, applied to entire programs. In
addition to following this guidance, Energy Trust will continue to apply the test to specific measures to
assure consistency of programs across states (for administrative efficiency) and optimal rate payer value.
2 For equipment or structures that would be purchased regardless of efficiency actions, this is the
incremental cost of upgrading the efficiency of the purchase beyond common practice.
® This includes the value of avoided peak energy use.
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decisions are based on a single set of price forecasts for each fuel. Energy Trust
may include factors such as hedge value, if not considered in the utility forecasts,
based on agreement with the utilities and PUC.

2. (#4) Non-energy benefits will be quantified by a reasonable and practical method.
Unless and until the OPUC develops an alternative approach, Energy Trust may use
proxies for these benefits where_research shows that the benefits are large, they

cannot be practically quantified, and they clearly influence consumer decisions. , - - Deleted: such benefits clearly exist, are large,

3. For electricity, both line losses and avoided Transmission and Distribution and cannot practically be quantified.

construction. (#5)

4. Natural gas capacity benefits and benefits from reduced transmission and delivery
losses will be included where significant and quantifiable (#6).

5. In addition, the Energy Trust will apply in its analysis the 10% credit for energy
efficiency as required under the Northwest Power Act and OPUC docket no. UM-
551. This credit recognizes the benefits of conservation in addressing risk and
uncertainty.

Avoided costs based on IRP will be provided to the Energy Trust by utilities. The costs
associated with carbon dioxide production as provided by the utilities will be incorporated. The
utility system test will include items 1, 3, 4 and 5, above.

Currently, utility avoided costs include the forecast value of reduced carbon dioxide emissions.
Oregon PUC guidance provides that other environmental pollutant costs may be considered
only when specified by the PUC. (#7)

Discount rates (#8)

Energy Trust will revise avoided costs and discount rate from time to time to be consistent with
the cost of capital used in the utilities’ Integrated Resource Plans.

In analysis and reporting, Energy Trust will use a discount rate based on OPUC-reviewed
integrated resource planning discount rates used by the utilities whose customers are served by
the Energy Trust. Periodically, Energy Trust will work with the utilities and OPUC to derive a
single discount rate close to those employed by the utilities. This discount rate will be used to
compare the costs and benefits of efficiency investments to other investments.

In conclusion, Energy Trust programs and measures will be reviewed using both the Utility

System and the Societal tests. If the benefit-to-cost ratio is greater than 1.0, a program should
be considered cost-effective and may be considered for Energy Trust efficiency funding.

REDLINE VERSION

Introduction

The Energy Trust of Oregon seeks a future that includes sulfficient, stable, and affordable power
available to all customers through sustained investment in energy efficiency and renewable
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551. This credit recognizes the benefits of conservation in addressing risk and
uncertainty.
6.

The utility system test will include items 1, 3, 4 and 5, above.

ICurrently, utility avoided costs include the forecast value of reduced carbon dioxide emissions.
Oregon PUC guidance provides that other environmental pollutant costs may be considered
only when specified by the PUC.

Discount rates

Enerqgy Trust will revise avoided costs and discount rate from time to time to be consistent with
the cost of capital used in the utilities’ Integrated Resource Plans.

\In analysis and reporting, Enerqy Trust will use a discount rate based on OPUC-reviewed
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| Page 7: [1] Comment [a6] administrator 8/12/2011 10:35:00 AM |
Clarifies that policy addresses cost-effectiveness, not broader investment considerations.

| Page 7: [2] Deleted Administrator 2/28/2011 11:54:00 AM |
for evaluating energy efficiency projects. It will also use the utility-system perspective as an
additional tool to assure that the kWh saved per dollar invested by the Trust is reasonable. The
Consumer perspective is used to help design projects.

| Page 8: [3] Formatted Administrator 2/24/2011 2:12:00 PM |
Numbered + Level: 1 + Numbering Style: 1, 2, 3, ... + Start at: 1 + Alignment: Left + Aligned at: 0.5" +
Indent at: 0.75"

| Page 8: [4] Deleted Administrator 3/3/2011 10:25:00 AM |
Trust incentives paid to the participant
1.

| Page 8: [5] Comment [a9] administrator 8/12/2011 10:35:00 AM |

Editorial clarification and aligns policy with ETO accounting categories

| Page 8: [6] Deleted Administrator 3/3/2011 10:25:00 AM |
Oregon and local government administrative costs associated with incentives

Monitoring, evaluation and non-incentive costs of PMCs and Energy Trust staff
The participants remaining out-of-pocket costs for the installed cost of the measures

| Page 8: [7] Deleted Administrator 2/24/2011 2:18:00 PM |
cost of tax credits to the State of Oregon will not be included,

| Page 8: [8] Comment [a10] administrator 8/12/2011 10:35:00 AM I
Updates the policy to reflect agreement with OPUC on treatment of tax credits.

| Page 8: [9] Comment [a11] administrator 8/12/2011 10:35:00 AM |
New provision that would exclude costs supported by government programs, e.g., Clean Energy Works costs.

| Page 8: [10] Deleted Administrator 2/24/2011 2:18:00 PM |
they are considered to be a transfer, not a net cost to society. However, to the extent that they
are significant, the administrative costs of those tax credits will be considered

| Page 8: [11] Formatted Administrator 2/24/2011 2:25:00 PM |
Indent: Left: 0.5", Numbered + Level: 1 + Numbering Style: 1, 2, 3, ... + Start at: 1 + Alignment: Left +
Aligned at: 1" + Indent at: 1.25"

| Page 8: [12] Comment [a12] administrator 8/12/2011 10:35:00 AM |

Clarifies that we base our avoided cost for internal planning purposes on utility avoided cost, not directly on Power
Council. OPUC reviews utility avoided costs and considers Power Council forecast in its review.

[ Page 8: 1131 Deleted Administrator 5/24/2011 2:21:00 PM |





(1) the Regional Technical Forum long-term forecast of wholesale market prices for
electricity and (2) the NW Natural gas price forecast for gas, as long as it is reasonably
consistent with the Regional Technical Forum forecast of gas prices for power plant fuel

| Page 8: [14] Comment [al3] administrator 8/12/2011 10:35:00 AM

Reflects agreement with PUC to use proxies where non-energy benefits are clear, large, and difficult to quantify.

| Page 8: [15] Deleted Administrator 2/24/2011 2:26:00 PM

for electricity, bulk system transmission capacity benefits (both line loss and avoided
transmission construction.

| Page 8: [16] Comment [A14] administrator 8/12/2011 10:35:00 AM

Reflects electric practice to count benefits only where significant and quantifiable.

| Page 8: [17] Deleted Administrator 2/24/2011 2:27:00 PM

natural gas capacity benefits are of a lesser magnitude and difficult to quantify, so
the Energy Trust will not quantify them. Natural gas delivery loss benefits are also
modest in magnitude. Local delivery losses will be considered to the extent that they
are included in NW Natural price forecasts. Gas transmission losses are difficult to
guantify and will be described.

| Page 8: [18] Comment [al5] administrator 8/12/2011 10:35:00 AM

Editorial changes for clarity. T&D benefits are determined by utility IRPs reviewed by OPUC.

Page 9: [19] Deleted Administrator 2/24/2011 2:35:00 PM

Both the Power Act and OPUC docket no. UM-551 also suggest consideration of external costs
such as environmental costs associated with air pollution. The Trust will initially use a credit of
$15.00 per ton of carbon dioxide and will update that figure as information improves.

Methodology

Page 9: [20] Deleted Administrator 2/24/2011 2:35:00 PM

The following additional decisions have been made about implementation of this policy:

Page 9: [21] Deleted Administrator 2/24/2011 2:44:00 PM

For the near-term, the Pro-cost model, using marginal costs from the Aurora model, will be used
to analyze the costs and savings of efficiency programs. The selection and specifics of these
tools will be updated as time, resources, and opportunities permit to maximize transparency,
time-dependent variations in resource value, and reasonableness.

The Energy Trust of Oregon will adopt a 5.2% discount rate for comparing the costs and
benefits of efficiency investments to other investments.

The Energy Trust of Oregon will refine estimates of line losses specific to Oregon based on
new information from utilities.





Page 9: [22] Deleted Administrator 2/24/2011 2:40:00 PM

The economic comparison will be presented as a benefit-to-cost ratio except for the consumer
perspective that (for reference) will be presented as a two simple payback, one with non-electric
benefits and one without non-electric benefits. The final decision on cost effectiveness will be
based on the benefit-to-cost ratio for the Societal and Utility System perspectives (must pass
both if data permits use of both) over the appropriate project period along with description and
Board consideration of non-quantified costs and benefits.

Page 9: [23] Deleted Administrator 3/3/2011 10:31:00 AM

The Energy Trust will also consider other factors in selecting programs, as specified in the
various strategic and action planning documents of the Energy Trust.

Page 9: [24] Deleted Administrator 3/3/2011 10:31:00 AM

The cost-effectiveness analysis will include impact on the action of customers who do not
directly participate and long term market effects (e.g., impact on long-term price, sales, or
efficacy of efficient technologies beyond the direct program participants) for projects where such
effects are a significant and likely result.

Page 9: [25] Comment [a23] administrator 8/12/2011 10:35:00 AM

Language cleanup. Clarifies that measures and programs must pass test.






4.11.000-P Combined Heat and Power Policy

History
Source Date Action/Notes Next Review
Date
Board Decision December 19, 2002 Approved (R149) March 3, 2004
Board March 3, 2004 Reviewed-No February 2005
Change
Board February 16, 2005 Reviewed & August 2005
deferred for 6
months
Board September 7, 2005 Revised (R348) Report to board in
early 2006; review
implementation in
9/08
Board December 19, 2008 Revised (R499) 9/2011

Introduction

- { Deleted: C

environmental advantages, including potential energy efficiencies, which make them of interest
to the Energy Trust.

Energy Trust currently supports only renewable energy CHP projects, small market
transformation CHP projects, and the use of waste heat for limited purposes.

The Oregon Public Utility Commission has encouraged the Energy Trust to support CHP
projects that reduce customers’ on-site energy requirements.

Policy
a. In addition to incentives for other measures,, Energy Trust should offer incentives for - [ Deleted: under current policy
fossil-fuel CHP generation that is more cost-effective than the alternative resource and "~ { Formatted: Font: (Default) Arial, 11 pt, Font
would be used on-site. Energy Trust will not offer incentives for fossil CHP power,for color: White

sale (other than utility buy-sell arrangements). T { Deleted: , not
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o

unique CHP features.

d. Energy Trust will limit eligibility to facilities that use Pacific Power or PGE electricity.

e. Energy Trust will provide no higher incentives for CHP projects funded through efficiency
programs than comparable CHP projects funded through the renewable program.





