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Purpose 
Agree upon a clearer approach for establishing annual ETO savings targets and funding, 
aligned with the Integrated Resource Planning process used by utilities and the OPUC. 

Summary 
Each year, Energy Trust solicits public comments on its annual budget and two-year action 
plan. During our last outreach cycle, several questions arose: 

1. How should Energy Trust describe its annual electric and gas efficiency goals and their 
relationship to long-term utility Integrated Resource Plan (IRP) targets? 

2. How should the OPUC measure Energy Trust acquisition of efficiency savings to meet 
utility IRP targets? 

3. What is the appropriate level of funding and reserves? 

These and related topics were identified at the Board of Directors meeting in December 2012 
and referenced again during the February 2013 board meeting. A process to engage 
stakeholders was initiated in April in anticipation of a Strategic Utility Roundtable meeting on 
these subjects scheduled for May 22, 2013. 

Energy Trust staff presented and discussed a version of this paper in individual meetings with 
stakeholders. Our purpose was to seek input on a different, simpler and clearer approach that 
answers the above questions and results in better integration of ETO savings targets and 
funding with the existing IRP process followed by the utilities and the OPUC. 

Staff met with representatives of the Oregon Public Utility Commission (OPUC), PGE, Pacific 
Power, NW Natural, Cascade Natural Gas, Industrial Customers of Northwest Utilities (ICNU), 
and the Citizens Utility Board. All organizations were also encouraged to provide written 
comments and these were received from both PGE and Pacific Power. Feedback was shared 
with the Energy Trust board policy committee. 

Our outreach resulted in a general consensus regarding option D, described on page 5. 
Subsequent input from the OPUC resulted in the addition of option E. All options are open for 
discussion at the Roundtable meeting. 

Background 
Before 2007, Energy Trust designed, developed and delivered programs to meet five-year 
Energy Trust strategic plan goals and two-year action plan targets. Energy Trust goals and 
annual budgets were based on electric utility public purpose funding as defined in legislation 
(SB 1149), and contracts with the two decoupled gas utilities. 
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Annual electric and gas efficiency goals were expressed as a range: 
Conservative: savings that could be achieved with the highest level of confidence, 
considering variable market conditions and customer choices that impact savings. 
 
Stretch: savings that might be achieved given favorable market conditions and customer 
choices, set at 25% above the conservative level.1 

 
Energy Trust typically delivered 85-100% of stretch goals, and on occasion surpassed them. 

 
In 2007, the Oregon legislature passed the Renewable Energy Act, SB 838. In addition to 
establishing a Renewable Energy Standard, this law allows the OPUC to permit electric 
companies to include additional funding for cost-effective energy conservation measures in 
rates above the amount from the SB 1149 three-percent public purpose charge. After 2007, 
instead of a fixed share of the three-percent charge, efficiency funding could vary. 
 
Since passage of SB 838, PGE and Pacific Power funding for Energy Trust programs has been 
tied to acquiring cost-effective conservation identified in utility integrated resource plans (IRPs). 
This same practice was extended to both NW Natural and Cascade Natural gas utilities. Since 
2009 Energy Trust efficiency funding has significantly increased, allowing added savings to 
increase by more than 80%. 
 
A specific linkage was developed between utility IRPs, supplemental electric efficiency funding, 
and Energy Trust goals. Such agreements were captured in annual Energy Trust/utility funding 
agreements: 

• Utility IRPs help shape Energy Trust five-year strategic plans, two-year action plans and 
annual budgets. 

• Energy Trust works with utilities to update 20-year IRPs approximately every two years. 
• In the utility IRP process, Energy Trust provides long-term deployment scenarios 

designed to acquire all cost-effective energy efficiency measures over 20 years.  
• By contrast, ETO supplemental funding discussions with utilities focus on a two-year 

period, reflecting a more immediate appraisal of market obstacles and opportunities. 
This results in a clearer idea of what can be achieved cost-effectively in the near term. 

• Utilities determine whether any difference between 20-year and near-term deployment 
scenarios requires an IRP amendment.  

• The formal submittal of the IRP to the OPUC includes a five-year utility action plan, 
formally acknowledged by the OPUC.  
 

The deployment scenarios, on which ETO goals, action plans and targets are based, are all 
projections. While short-term projections reflect more immediate market intelligence than long-
term projections, resulting savings still come down to actual customer decisions rather than 
Energy Trust decisions.  
 

                                                           
1 “Conservative” was in some years called “high confidence” and “stretch” was in some years called “best case.” 



Energy Trust Goals, Funding and Relationship to Utility Integrated Resource Plans May 22, 2013 
 

page 3 of 5 

Reflecting this uncertainty, the first annual Energy Trust funding processes after 2007 retained 
Energy Trust’s “conservative” and “stretch” goal terminology. Utilities funded Energy Trust to 
achieve “stretch” savings, equal to the optimistic resource potential over the funding period. 
Energy Trust committed to achieve these savings on average, understanding that targets might 
be modestly under- or over-achieved in any particular year.  
 
In 2010, utilities indicated they wanted more certainty that Energy Trust would achieve IRP 
targets every year. Energy Trust, utilities and the OPUC all agreed to modify their practice, as 
follows:  

• The conservative-stretch terminology was retained, and the range was narrowed to a 
15% bandwidth, reflecting past performance and greater confidence in Energy Trust’s 
ability to manage in light of market conditions and customer demand. 

• Two-year IRP targets would reflect stretch savings less 15%, to align with Energy Trust’s 
annual conservative goal. This was different from pre-2010 practice, which set IRP at 
stretch savings without the 15% reduction. 

• To provide a high degree of confidence that the conservative savings level (15% below 
stretch) would be achieved every year, utility funding would aim to achieve stretch goal.  

• At the OPUC’s suggestion, a 5% “program reserve” was established for each utility to 
allow Energy Trust to go beyond annual IRP targets if extraordinary opportunities arose. 

DISCUSSION 
Issues Regarding Current Practice 
Parties have raised several concerns regarding current practice that require clarification: 

• Confusion about terminology/nomenclature, particularly between IRP targets and Energy 
Trust conservative and stretch goals 

• Whether current practice is consistent with traditional IRP conventions, especially the 
alignment of IRP targets with Energy Trust’s conservative goal currently established at 
15% below “all cost-effective measures” 

• How the OPUC measures Energy Trust for its contribution to utility IRP targets 
• How much reserve funding is needed to accommodate unanticipated market demand, 

circumstances or opportunities 

Management variables and tools  
The current approaches reflect challenges between competing objectives: capturing all cost-
effective energy savings, providing 100% certainty of achieving IRP targets, and achieving 
those targets every year as opposed to over several years. Such savings are subject to 
changing market conditions and other variables, and cannot be precisely predicted or 
guaranteed every year. 
 
The parties developed several practices to manage these competing objectives:  

• The level at which near-term IRP targets are set:  
o Before 2010, IRP targets were set at the optimistic resource potential, the “stretch” 

level, in Energy Trust terms. 
o Currently, IRP targets are 15% below the optimistic resource potential in order to 

provide more assurance to utilities that IRP savings will be delivered every year. 
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• The time period over which IRP targets must be met:  
o Before 2010, Energy Trust committed to achieve IRP targets on average, over a 

period of years. 
o Currently, Energy Trust commits to deliver IRP savings every year, albeit at the 

agreed upon 15% reduced IRP target. 
• Energy Trust accountability outside utility funding agreements:  

o Before 2010, OPUC minimum performance measures referenced benchmarks lower 
than IRP targets. 

o Currently, OPUC performance measures are indexed to annual IRP targets. 
• Program reserves:  

o Before 2010, Energy Trust had a single interest reserve account. 
o After 2010, a five percent “program reserve” account was established for each utility, 

funded with supplemental efficiency funds. 
 
Over time, Energy Trust has also developed other internal tools to help balance funding with 
customer demand: 

• Specific guidelines for maintaining an interest reserve account, calculated to address 
potential revenue shortfalls and other contingencies. 

• A $4 million line of credit. 
• Identification of unexpended budgeted funds carried over to the next budget year, 

reducing each utility’s funding requirements. 
• Refined forecasting methods to help reduce variances in near-term energy savings 

projections, understanding that even the best projections are subject to customer 
decisions about when to complete their projects. 

Options for Discussion 
Energy Trust drafted several options: different ways to describe the relationship between annual 
ETO goals and utility IRP targets, negotiated funding levels, performance measurement and the 
appropriate level of reserves. These options were used to stimulate discussion with 
stakeholders about a clearer and simpler approach.  
 
In the course of outreach, item D (below) attracted the most support. As noted above, item E is 
new. All options assume that Energy Trust and utilities continue to collaborate on development 
and updating of their IRP efficiency targets and that Energy Trust maintains its current internal 
management practices, including interest reserve, line of credit, carryover and forecasting. 
 
A. Retain current practice 

• Annual Energy Trust goals and IRP targets are 15% below optimistic/stretch resource 
potential. 

• Utilities fund Energy Trust to optimistic/stretch resource potential, 15% higher than 
“conservative” goal. 

• Energy Trust performance is judged against 15% below optimistic/stretch resource 
potential. 

• A 5% program reserve is maintained for each utility. 
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B. Revert to pre-2010 practice 
• Annual Energy Trust and IRP targets are set at optimistic/stretch resource potential. 
• Utilities fund Energy Trust to achieve optimistic/stretch resource.  
• Energy Trust performance is judged on three-year average. 
• A 5% program reserve is maintained for each utility. 

 
C. Modestly lower IRP target 

• Near-term IRP targets are set at optimistic/stretch resource potential less 5% and 
Energy Trust annual goal is aligned. 

• Utilities fund Energy Trust to achieve optimistic/stretch resource potential. 
• Energy Trust and utility performance are judged on three-year average. 
• A 5% program reserve is maintained for each utility. 

 
D. IRP range, with a variable program reserve  

• The annual IRP target is defined as a range bounded by the optimistic resource potential 
and 15% less as in Option A, and Energy Trust goals are aligned.  

• In utility funding agreements, Energy Trust commits to providing savings within the 
bounds of the IRP range.  

• Utilities fund Energy Trust to achieve the upper IRP bound, the optimistic resource 
potential.  

• Energy Trust annual performance and levelized costs are judged against the IRP lower 
bound. 

• The current five-percent program reserve is reassessed and negotiated annually. If 
additional individual utility revenues are required by program demand, Energy Trust first 
uses the utility’s program reserve and then ETO interest reserve on condition that 
utilities agree to re-pay it in the following year through a higher tariff adjustment. 

 
E. Link annual targets to savings identified in utility IRP five-year action plans  

• OPUC acknowledges utility IRP and sets ETO annual savings targets consistent with 
utility IRP five-year action plan. 

• Utilities fund Energy Trust to achieve annual IRP targets. 
• Energy Trust annual performance is based on savings being no less than 85% of the 

annual targets in any one year. 
• Any shortfall in savings achieved in any one year would be expected to be made up 

within the five-year utility IRP action plan period. 
• Utility program reserves are negotiated annually in consideration of available carryover 

funds, anticipated customer demand and market opportunities. 

The following questions are intended to prompt discussion during the Strategic Utility 
Roundtable: 

1. Have we captured the right options for consideration? 
2. What additional clarification is needed, if any? 
3. Is there consensus regarding any one option? 
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May 10, 2013 
 
Margie Harris  
Executive Director 
Energy Trust of Oregon 
421 SW Oak St., Suite 300 
Portland, OR 97204 
 
 
Dear Margie,  
 
Thanks for the time you and your team spent on April 25, 2013, walking the Pacific Power team through Energy Trust’s 
proposals on how to alleviate confusion regarding Energy Trust annual goals and its correlation to utility Integrated Resource 
Plan (IRP) goals. This letter summarizes our comments and direction on how to streamline your approach. These comments 
have also been incorporated into your draft document. 
 
Currently, we are required to identity the optimal mix of resources necessary to ensure reliable service to customers. While 
highly prescriptive, the methodology utilized in incorporating energy efficiency into our respective IRPs differs. We optimize 
within our IRP model utilizing Energy Trust generated inputs. We understand PGE’s optimization utilizing Energy Trust inputs 
occurs outside of their IRP model. 
 
Based on Energy Trust proposals, we are supportive of Option D and our marked up version is included for your review. We 
have edited Option D to read as: 
 

• Near term deployment scenarios will be utilized as Oregon specific market ramp rates and all available resources are 
included in the IRP inputs provided to PacifiCorp.  

• The annual target will equal the resource acquisitions identified as economic by PacifiCorp through IRP process.     
• Energy Trust may, in any given year, acquire resources consistent with the optimistic resource potential, 15% higher 

than the annual IRP target or 15% less than the IRP target provided on a two year basis Energy Trust commits to 
delivering energy efficiency resources in amounts equal to or greater than the two year IRP targets. 

• Utilities will fund the Energy Trust at a level sufficient to achieve optimistic resource potential. 
• Under this scenario, the five-percent program reserve can be reduced to a negotiated level to be reassessed annually. 

If additional revenues are required due to program demand exceeding funding, Energy Trust may use its interest 
reserve account to cover any shortfall on the condition that utilities agree to repay it in the following year through a 
higher energy conservation charge. 

Sincerely, 
 
 

 
 
Pat Egan 
Vice President, Customer and Community Affairs 
Pacific Power 
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