Utility Energy Efficiency Workshop
March 18, 2008

Washington’s 1-937

“Energy Independence Act”

Overview




« Background and Context

— Washington State Electric Utility Resource
Plans (HB 1010)

— Washington State Greenhouse Gas
Emissions (SB 6001 and HB2815)

— BPA Regional Dialogue Contracts and Tiered
Rates




« Background/Context

— Washington State Electric Utility Resource
Plans (HB 1010)

* Requires IOUs and public utilities of all sizes to
prepare IRP or resource plans

— For publics, Dept of Community, Trade and Economic
Development (CTED) to develop reporting format

— Minimum 10 Year Load Forecasts

— Comparative assessment of conservation/energy
efficiency and generating resource options

— Selection of resources other than renewables or
conservation/energy efficiency must be explained

— Initial plans to be completed and submitted by
September 2008




« Background/Context
— Greenhouse Gas Emissions (SB 6001)

» Establishes GHG emission goals

— By 2020, reduce overall GHG emissions to 1990 levels
— By 2035, reduce overall to 25% below 1990 levels
— By 2050, reduce overall to 50% below 1990 levels

o After July 2008, establishes GHG emission cap for
new long term baseload generation at 1,100
pounds of GHG/mwh (i.e. new CCCT)

* Emission standards apply to IOUs and publics

« Department of Ecology proposed rules issued and
comments due in April 2008
Inla
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« Background/Context

— Green House Gas Emissions (HB 2815)
* Linked to SB 6001 GHG emission goals

« Department of Ecology to adopt rules for reporting
of GHG emissions from various sources

« Ecology and CTED, in coordination with Western
Climate Initiative, must provide legislature with
recommendations for multi-sector cap and trade
program by December 2008
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« Background/Context

— BPA Regional Dialogue Power Sales Contract and
Tiered Rates

» Federal base system is basically in load/resource balance

« High Water Mark (HWM) allocation of output of existing
federal base system resources and associated tier 1 rate

 Tier 2 rate for BPA supply above HWM

— Tier 2 rate to collect total costs of BPA new resource
acquisitions needed to serve loads above HWM
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* |1-937: Energy Independence Act

— Passed by Initiative Nov 2006

— Establishes both conservation and renewable
resource targets

— Designed to “stabilize electricity prices,
protect clean air and water, position
Washington as a national leader in clean
energy”




* |-937 Key Provisions -- Applicability

— Applies to all utilities, IOUs and publics, with
over 25,000 customers in Washington

» Seattle City Light, Tacoma City Light

« Snohomish, Clark, Cowlitz, Benton, Chelan, Grant,
Grays Harbor, Mason 3, Lewis, Clallam PUDs

* Inland Power & Light, Peninsula Light

» Possible others in near future include City of
Richland, Franklin PUD
Inia
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» |-937 Key Provisions --
Implementation Rules

 CTED must adopt implementation rules for
publics concerning “only process, timelines, and
documentation...”

« WUTC establishes rules for IOUs

« For publics, auditor finding of non compliance
with 1-937provisions means utility must pay a
penalty of $50+/mwh to Washington State




- 1-937 Key Provisions -- Conservation

— By January 2010, each utility must prepare a
10 year plan identifying its ‘achievable cost-
effective conservation potential’

 Plan must use methods ‘consistent with’ those
used by Power Planning Council

* Plan must be updated every 2 years

 Utility must set and meet a 2 year conservation
target which must be no lower than pro rata share
of 10 year potential




« Conservation (con't)

— CTED draft rules provide 3 means for utilities
to calculate 10 year conservation potential

« Power Council Conservation Calculator

* Modified Power Council Conservation Calculator
— Allows some adjustments for service territory factors

o Utility Specific Analysis (i.e. using Power Council
method)

s T RSN




» |1-937 Key Provisions -- Eligible Renewable
Resources

— Ultility is required to “use eligible renewable resources
or equivalent renewable energy credits (RECs), or
combination of both”:

 For at least 3% of its retail load by January 1,
2012, and each year thereafter through December
31, 2015;

* 9% of its load by January 1, 2016
* 15% of its load by January 1, 2020
* 4% cost cap feature




« Eligible Renewable Resources (con't)

— "Renewable resource" means: (a) Water; (b) wind; (c) solar
energy; (d) geothermal energy; (e) landfill gas; (f) wave, ocean, or
tidal power; (g) gas from sewage treatment facilities; (h) biodiesel

— "Eligible renewable resource"” means:
(a) Electricity from a generation facility powered by a renewable
resource other than fresh water that commences operation after

March 31, 1999, where: (i) The facility is located in the Pacific
Northwest;

or (ii) the electricity from the facility is delivered into Washington

state on a real-time basis without shaping, storage, or integration
services;

Inland
Power
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Eligible Renewable Resources
(con't)

* Eligible Renewable Energy also includes:

Incremental electricity produced as a result of
efficiency improvements completed after March
31, 1999, to hydroelectric generation projects
owned by a qualifying utility (federal hydro
excluded) and located in the Pacific Northwest...

Inland
Power




* Eligible Renewable Resources (con't)

— REC is a tradable WREGIS certificate of proof of at
least one megawatt-hour of an eligible renewable
resource

— A utility may count any purchases of (1) electricity
from BPA that are generated by eligible renewable
resources, for which no RECs have been issued, or
for RECs that are retired by BPA on behalf of the

utility
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« Eligible Renewable Resources (con't)

— Alternative compliance features apply in certain
situations including no load growth

— Compliance also possible if utility invests 4% of its
total annual retail revenue requirement on the
incremental cost of eligible renewable resources as

compared to a substitute resource

— CTED rules specify method to calculate incremental cost of
eligible renewable resource(s)

— If utility foregoes BPA (HWM) power in order to meet eligible
renewable requirements of [-937, utility may use cost of
foregone BPA power purchases as basis for cost of substitute
resource...




e |-937 Concerns Include:

« Exclusion of efficiency upgrades to existing federal
and non qualifying utility hydro projects as eligible
renewable resource

 Restrictions/barriers regarding out of region
resources

* Uncertainties about compliance via 4% cost cap
* Implementation of CTED rules

* Availability of I1-937 compliant BPA tier 2 rate
alternative
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1-937 Overview

« Changes in resource planning, acquisition
and costing all place even higher priority
on achieving all cost-effective
conservation and energy efficiency

e Questions

* Thank you
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