
































































































































































































































































































































































































































Chapter 9

Obijective

Design and implement an energy study to
explore mutually beneficial cooperative
agreements among utilities in the North-
west and in connected regions.

Status and Review:
West Coast Energy Study

The Council has adopted West Coast coop-
erative planning as a major activity for the
next several years. This activity will begin
immediately. For background and additional
details of the Councils proposed activities,
see the staff issue paper “Out of Region
imports/Exports,” March 27, 1985. While the
Council has consulted with some of the orga-
nizations that will be involved in the study, no
specific activities have taken place to date.

Activities:
West Coast Energy Study

m Develop a work plan by April 1986 that
includes the following elements:

« Initiate the formation of a technical com-
mittee of representatives of interested
West Coast utilities, planning agencies
and utility commissions in the 11 Western
states, and Canadian utilities in British
Columbia and Alberta. The primary
objectives of the technical committee
would be to work with the Council to iden-
tify promising cooperative actions that
can be taken by interested parties and to
assess the benefits of those cooperative
actions. The analysis would include all
resources that might be available for
cooperative sales or exchange of power
and associated transmission issues.

Consult at the staff and Council level with
all interested regional parties, including
fish and wildlife agencies and tribes.
affected utilities, state energy and reg-
ulatory agencies. environmental and
ratepayer groups, and other interested
members of the public.

.

Report periodically on the results of stud-
ies conducted by the technical commit-
tee and take action as necessary to pro-
mote cooperative arrangements that
further the goals of this plan. The Council
would not be part of any negotiations of
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financial terms of contracts between or
among interested parties. The Council
would consult with technical and plan-
ning bodies in this and other regions, as
necessary, to evaluate policy considera-
tions that might affect beneficial
agreements.

W |n order to be most effective, a draft study
should be completed within about a year
after the adoption of this Action Plan, and a
final study should be completed by April
1987.

lll. Recommended
Activities for the
Region’s Public
Utility Commissions
and Investor-Owned
Utilities

Throughout the development of this power
plan, the Council has assumed that the
region as a whole would cooperate in the
process of developing the most cost-effective
resources first. In developing this plan, the
Council conducted studies that illustrate the
difference between the power needs of some
of the investor-owned utilities and those of
the Bonneville Power Administration. Since
the Act requires the Council to review Bon-
neville acquisition of resources sufficient to
meet Bonneville’s obligations, the Council
has focused on action items for Bonneville
that recognized Bonneville’s current surplus,
the uncertainty in investor-owned utility foads
potentially being placed on Bonneville, and
Bonneville’s current load obligations.

At this time. only small loads are being
placed on Bonneville by investor-owned util-
ities. Untilinvestor-owned utilities place loads
on Bonneville, there will be considerabie
uncertainty with respect to Bonnevilie’s obli-
gations through the power sales contracts.
As the investor-owned utilities plan their most
cost-effective strategy for meeting the needs
of their consumers, there are several actions
that will help to coordinate regional planning
and thereby prepare the region for securing
the lowest cost resources. Specific sug-
gested actions involving cooperative plan-
ning among public utility commissions,
investor-owned utilities and others are

described in the introduction to this Action
Plan. Other recommended activities that the
regions public utility commissions and inves-
tor-owned utilities should consider in order to
facilitate coordinated implementation of the
plan are presented below.

The Council recognizes that public utility
commissions will need to balance the inter-
ests of both gas and electric ratepayers
when implementing the foliowing actions.
The Council is concerned that the benefits
of conservation could be negated if sub-
stantial fuel switching occurs. Also. the §
Council recognizes that the needs of each
utility may be different. These differences
need to be considered in addressing these
recommendations.

1.0 Lost Opportunity
Conservation

The size and expected duration of the sur-
plus require a reevaluation of the region’s
conservation programs. For most of the
region’s utilities, conservation actions should
not be taken to acquire megawatts unless
those megawatts represent a lost opportunity
to the region. The model conservation stan-
dards represent such a lost opportunity,
because if buildings being built in the next
several years are not built efficiently, retrofit-
ting those buildings to a level comparable to
the standards will not be cost effective. The ;
region should capitalize on the opportunity
during the period of current surplus to modify
building practices so that more efficient resi-
dential and commercial buildings are con-
structed in the future.

To implement the standards regionwide, the
Council recommends that the region's public
utility commissioners and investor-owned
utilities consider providing incentives to
builders of new buildings in investor-owned
utilities” service territories. These incentives
would help to achieve regionwide new resi-
dential and commercial construction levels
that are consistent with the standards. The
following incentives are recommended:

B Marketing assistance through programs
similar to Super Good Cents to provide
technical information and advertising for
homes and commercial structures built to
the standards levels of efficiency.
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® Public utility commissions and investor-
owned utilities may wish to offer financial
assistance in order to encourage con-
struction to the standards' level. The
Council recommends that the region’s
public utility commissions consider
providing appropriate rate treatment for
investor-owned utility expenditures.

¥ The investor-owned utilities should partici-
pate in Bonneville'’s research on more effi-
cient buildings. The investor-owned util-
ities may bear some costs from
participating in this research and, since
these expenditures would benefit both the
investor-owned utilities ratepayers and the
region, the Council recommends that the
pubilic utility commissions consider provid-
ing appropriate rate treatment for these
costs.

2.0 Acquisition of New
Generating Resources

“he current regional surplus will probably last
rom five to 20 years. Because of the current
wailability of relatively low-cost surplus
yower, aggressive acquisition of Public Utility
3egulatory Policies Act (PURPA) resources
5 not needed at this time. The Council recog-
lizes that existing statutory requirements
nay require a certain level of PURPA acquisi-
on in spite of the region's current sumplus.
iiven these considerations, the Council rec-
immends that the public utility commissions
ind investor-owned utilities consider devel-
ping an acquisition policy for PURPA
esources that includes the following
lements:

I PURPA acquisitions should emphasize
lost opportunity resources. These are
resources the region would lose forever
unless they are acquired now. For this rea-
son, immediate acquisition of some lost
opportunity resources may be justifiable
on the basis of cost.

| The region’s public utility commissions
should consider establishing a consistent
avoided cost policy for pricing PURPA
resource acquisitions during the current
surplus. Because each utility is unique in
the resources it has access to and in its
access to capital, the Council does not
assert that the same avoided cost figure
should be used by all jurisdictions for all

utilities. However, the Council does recom-
mend that the region's public utility com-
missions develop a consistent avoided
cost policy so that future PURPA resource
acquisitions within the region are consis-
tent to the extent feasible for each utility
and across state boundaries. The Council
recommends that the basis for such an
avoided cost policy be the forecasted new
resources pool rate that Bonneville will
be developing. That is, in the event that
lost opportunity PURPA resources are
acquired, only those that are cost effective
when compared to Bonneville purchase
should be acquired.

3.0 Sale of Existing Resources
and Maintenance of Options

Considerable uncertainty exists concerning
the duration of the current surplus. Because
of this uncertainty, the region’s investor-
owned utilities and public utility commissions
should exercise care in not over-committing
to long-term sales of existing resources out-
side the region. The long-term sale of the
region’s existing resources could necessitate
the development of higher cost new
resources to meet the region’s needs. If this
occurs, the region could bear significant
added costs.

In addition, it is important to recognize that
utilities will not be able to exactly match
resources to loads, yet they need the ability
to maintain an inventory of options or
resources. Given the uncertainty of project-
ing and meeting load growth, the Council

recommends that the region’s public utility
commissions consider ways to provide rate
treatment for the costs of developing and
holding an inventory of options or resources.

The current regional surplus is not uniformly
distributed to all utilities within the region. For
this reason, the public utility commissions
and the investor-owned utilities need to con-
tinue to facilitate the transaction of existing
surplus resources to those entities within the
region that currently have need for them.
These kinds of transactions will help to allevi-
ate the cost impacts of the current surplus on
the region’s utilities that have surpluses and
at the same time maintain the regional bene-
fits of the existing resource base.

4.0 Existing Residential
Weatherization Program

During the current surplus, conservation pro-
gram savings from existing residential weath-
erization are not needed in most utility
service areas. For this reason, the Council
recommends that existing weatherization
programs should be operated at the mini-
mum viable level. In addition, they should be
modified to achieve the following
characteristics:

® The programs should avoid creating lost
opportunity resources. Lost opportunities
are created by partially weatherizing
homes. To avoid this, weatherization pro-
grams that are operative should take care
to install all conservation measures that are
cost effective. The Council estimates
these measures to be all measures that
can be purchased for less than 5.0 cents
per kilowatt-hour on a levelized life cycle
cost basis.

® Weatherization programs have yet toreach
and include sufficient numbers of low
income households. Because low income
households cannot contribute to the cost
of weatherizing their homes, the Council
recommends that utilities should continue
to encourage low income participation
in weatherization programs and pay the
full cost of all cost-effective measures
installed.

® The existing weatherization programs

have had only limited success at weath-
erizing rental property. For this reason, the
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weatherization programs should focus
efforts on achieving a substantial propor-
tion of participants from rental properties.

5.0 Conservation Capability
Building

The Council recommends that the region’s
public utility commissions and investor-
owned utilities consider participating with
Bonneville in regional demonstrations of the
technical feasibility and economic cost effec-
tiveness of new conservation opportunities.
Sectors in which Bonneville will be develop-
ing capability include the existing commer-
cial and industrial sectors. The investor-
owned utilities should participate in Bon-
neville’s demonstration projects in both the
commercial and industrial sector. To the
extent the investor-owned utilities incur costs
through their participation in these demon-
stration projects, the Council recommends
that the utility regulatory commissions con-
sider providing them appropriate rate treat-
ment. These activities are important for the
region at this time, since they will help
develop the region’s capability to cost effec-
tively secure conservation savings from
these sectors. At this point, the region has
little conservation experience in either com-
mercial or industrial conservation oppor-
tunities, and utilities should take the oppor-
tunity during the current surplus to develop
this capability.

6.0 New Manufactured Housing

Significant numbers of new manufactured
houses are being built and sold in this region.
Many of these homes are heated electrically
and are built much less efficiently than the
model conservation standards would require.
Therefore, the Council recommends that the
investor-owned utilities and public utility com-
missions consider working with Bonneville in
providing information and technical
assistance to owners and builders of new
manufactured housing. In order to achieve a
change in building practice in the manufac-
tured housing industry, it may be necessary
to offer incentives to either manufacturers or
owners. The Council recommends that pub-
lic utility commissions and investor-owned
utilities consider participating with the Coun-
cil and Bonneville in developing consistent
incentive-based programs for new manufac-
tured housing.
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1./ If local utilities determine that higher levels of
financial assistance are required to achieve
compliance, they should adjust their
assistance level as appropriate.

2./ Acquisition programs are programs designed
and intended to acquire electric generating
resources or conservation savings for the sole
purpose of meeting electric loads. Programs
designed or intended merely to build or main-
tain capability or to confirm the availability or
reliability of resources or savings are not
acquisition programs. Acquisition programs
for a major resource as defined in the North-
west Power Act must undergo the process
provided in section 6(c) of the Act.

3./ Alost opportunity resource is a potential elec-
tric power generating resource or a potential
electric power conservation measure that is
currently available to the region and that, if not
acquired or otherwise secured now, will no
longer be available and cost effective to the
region. If a lost opportunity resource is not
secured, it will have to be replaced in the
future by a less cost-effective resource. A lost
opportunity resource is cost effective and
should be secured if the present value system
cost of the investment to secure and maintain
the resource, as determined by the Council, is
less than the expected present value system
cost of other resources included in the Coun-
cil's resource portfolio that might have to
replace it.

4./ The Council and Bonneville will develop the
precise definition of, and a plan for monitoring
changes in, the annual regional firm surplus.
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Chapter 10
Conclusion

The 1986 Power Plan is a positive response
to the uncertain events in the Northwest's
electrical energy future. The information and
strategies in this plan are intended to ensure
that the region has access to the lowest cost
and most reliable resources when they are
needed.

Decisions the region makes about what
esources to acquire and when to acquire
them will have a critical effect on the health of
‘he Pacific Northwest economy and its
anvironment.

Juring the present surplus of electricity, the
dlan calls for securing lost opportunity
‘esources, such as conservation in new
wildings, which represent one-time chances
0 gain benefits that will long outlast the sur-
dlus. But the plan minimizes acquisition of
sther resources that would add to the surplus
ind to regional power rates.

lhe Council’s plan provides the means for an
ngoing re-evaluation of need. By calling for
fevelopment of conservation when new
esources are needed, the plan embodies its
rinciple of choosing the most flexible
esources first—the ones with the shortest
ead times, smallest units and least cost. This
pproach allows the region to reduce the cost
ind likelihood of making mistakes.

“he plan concentrates on making better use
f existing resources, not only with conserva-
on measures but through strategies for
naking nonfirm hydropower more reliable
ind useful, so it can meet part of the future
mnergy demand far more cheaply than by
wilding new generating resources.

A central purpose of the Council’s plan is to
provide the lowest cost energy future for the
Northwest. Average retail rates for all North-
west consumers rose from 1.7 cents per kilo-
watt-hour in 1979 to an estimated 3.4 cents in
1984 —a 100 percent increase. The increase
in Bonneville’s wholesale power rates to pref-
erence customers has been more dramatic,
increasing by over 500 percent, from .35
cents to 2.2 cents per kilowatt-hour. If the
provisions of this plan are implemented, the
Council forecasts that average retail rates
over the next 20 years will be stable or
decrease (adjusting for inflation) in all but the
highest growth scenario. The medium-high
and medium-low forecasts for the year 2005
anticipate average retail rates for all consum-
ers of 3.8 cents and 3.1 cents respectively
(1985 dollars). Low growth would produce a
forecasted rate of 2.8 cents. High case rates
would increase to 4.5 cents. Reduced
demand growth and the current surplus
account for much of the expected decline in
rates. Decision strategies in this plan contrib-
ute to the rate stability through reliance on
least-cost resources and by preventing over-
and underbuilding of resources.

A fuller account of the methods and conclu-
sions of this planning process will be found in
Volume [l. It describes the analytical work
and technical details that support the policy
decisions.

Achieving the least-cost energy future
described in this plan will require new forms
of cooperative effort in the Pacific Northwest.
The Council has identified substantial bene-
fits achievable through a regional approach
to developing the lowest cost resources first.
The Council has also described actions that
would produce shared advantages if they are
taken by all the organizations involved in
making energy decisions.

The plan’s resource mix and schedules, its
planning strategy, and the opportunities it
identifies for cooperative regional develop-
ment of resources could potentially save the
region’s economy billions of dollars that
would not otherwise be available for invest-
ments, purchases and employment. They
can reduce the development of resources
that would damage the region’s environment.

The Northwest's inexpensive electricity, due
largely to an abundant hydropower base, has
been a cornerstone of the region’s economy.
The goal of this 1986 Power Plan is to stretch
that great resource and, by using it more
efficiently, to ensure continuing inexpensive
electricity in the future.
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administrative costs

Certain overhead costs related to conserva-
tion or generating resources, such as project
management and accounting.

anadromous

Fish that hatch in fresh water, migrate to the
ocean, mature there, and return to fresh
water to spawn. For example, salmon or
steelhead trout.

available technology

The range of efficiency choices for electrical
appliances or other equipment that are cur-
rently known technologies and are expected
to be generally available in the marketplace
at some time during the 20-year planning
period.

average cost pricing

A concept used in pricing of electricity. The
average cost price is derived by dividing the
total cost of production by the total number of
units sold in the same period to obtain an
average unit cost. This unit cost is then
directly applied as a price.

average annual megawatt or average
megawatt

A unit of energy output over a year. Itis equiv-
alent to the energy produced by the continu-
ous operation of one megawatt of capacity
over a period of one year. (Equivalent to
8,760 megawatt-hours or 8,760,000 kilowatt-
hours.)

avoided cost

An investment guideline, describing the
value of conservation and generation
‘esource investments in terms of the cost of
more expensive resources that would other-
wvise have to be acquired.

>ase load

The minimum load in a power system over a
jiven period of time. Base load resources run
sontinually except for maintenance and
scheduled or unscheduled outages.

dilling credit

Jnder the Northwest Power Act, a payment
yy Bonneville to a customer (in cash or off-
sets against billings) for actions taken by that
;ustomer to reduce Bonneville’s obligations
0 acquire new resources.

binary-cycle

A generation system that, rather than using
steam directly to drive a turbine, uses sec-
ondary working fluids. These systems pipe
the resource (e.g., geothermally heated
water) to a heat exchanger, vaporizing a sec-
ondary fluid which then drives a turbine.

Bonneville Power Administration
(Bonneville)

A federal agency that markets the power pro-
duced by Federal Base System resources
and resources acquired under the provisions
of the Northwest Power Act of 1980. Bon-
neville sells power to public and private util-
ities, direct service industrial customers, and
various public agencies. The Northwest
Power Act charges Bonneville with other
duties, including pursuing conservation,
acquiring sufficient resources to meet its con-
tract obligations, and implementing the
Council's plan.

Btu (British thermal unit)

The amount of heat energy necessary to
raise the temperature of one pound of water
one degree Fahrenheit (3,413 Btus are equal
to one kilowatt-hour).

buyback

A conservation program that, in effect, pur-
chases electrical energy in the form of con-
servation measures installed by a consumer.
The consumer is paid a certain amount per
kilowatt-hour of energy saved.

callback

A power sale contract provision that gives the
seller the right to stop delivery of power to the
buyer when it is needed to meet other spec-
ified obligations of the seller.

capacity

The maximum power that a machine or sys-
tem can produce or carry under specified
conditions. The capacity of generating equip-
ment is generally expressed in kilowatts or
megawatts. In terms of transmission lines,
capacity refers to the maximum load a line is
capable of carrying under specified
conditions.

climate zone

As part of its model conservation standards,
the Council has established climate zones
for the region based on the number of heating
degree days, as follows: Zone 1: 4,000-6,000

heating degree days (the mild maritime cli-
mate west of the Cascades and other tempe-
rate areas); Zone 2: 6,000-8,000 heating
degree days (the somewhat harsher eastern
parts of the region); and Zone 3: over 8,000
heating degree days (western Montana and
the severe higher elevations throughout the
region).

cogeneration

The simultaneous production of electricity
and useful heat energy from a fuel source.
Often, this is accomplished by the recovery of
excess ‘waste’ energy created by various
industrial and commercial applications. This
energy is typically used for industrial pro-
cesses or space heating applications.

combined cycle

The combination of a gas turbine and a
steam turbine in an electric generation plant.
The waste heat from the gas turbine cycle
provides the heat energy for the steam tur-
bine cycle.

combustion turbine

A turbine engine generator, often fired by
natural gas or fuel oil, used to generate elec-
tricity. The generator is turned by the exhaust
gases rather than heat-created steam.

conservation

According to the Northwest Power Act, any
reduction in electric power consumption as a
result of increases in the efficiency of energy
use, production, or distribution.

cost effective

According to the Northwest Power Act, a
cost-effective measure or resource must be
forecast to be reliable and available within the
time it is needed and to meet or reduce elec-
trical power demand of consumers at an esti-
mated incremental system cost no greater
than that of the least-cost similarly reliable
and available alternative or combination of
alternatives.

critical period

The sequence of low water conditions during
which the region’s hydropower system's
lowest amount of energy can be generated
while drafting storage reservoirs from full to
empty. Under the Pacific Northwest Coordi-
nation Agreement, it is based on the lowest
multi-month streamflow observed since
1928. Based on analysis of streamflows at
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The Dalles, this is also the lowest streamflow
since recordkeeping began in 1879.

critical water

The sequence of streamflows in the critical
period, under which the hydropower system
will generate about 12,300 average mega-
watts. In an average year, the Northwest
hydropower system will produce about
16,400 average megawatts.

curtailment

An externally imposed reduction of energy
consumption. Does not include response to
price.

debt/equity ratio
The ratio of debt financing to equity financing
used for capital investment.

Decision Model

A computer model which simulates deci-
sions to option and build resources across a
large number of possible load paths. It shows
the effects of uncertainty of the load forecast
and variations in hydropower availability on
various resource strategies. The Council
uses the model to help choose the best
strategy.

demand forecast

An estimate of the level of energy that is likely
to be needed at the point of use at some time
in the future.

direct application renewable resource

Technologies that use renewable energy
forms to perform the same task as electricity.
These energy forms and their functions
include wood, solar, and geothermal space
and water heating, and wind machines used
for mechanical drive (such as pumping).

direct service industry

An industrial customer that buys power
directly from the Bonneville Power Admin-
istration. Most direct service industries are
aluminum smelting plants.

discount rate

The rate used in comparing values observed
at different points in time. Discount rates are
used to compute such measures as present
value and levelized cost.

Glossary-2

drawdown

Release of water from a reservoir for pur-
poses of power generation, flood control, irri-
gation, or other water management activity.

energy
That which does, or is capable of doing,
work. Energy is measured in terms of the
work it is capable of doing. Electrical energy
is commonly measured in kilowatt-hours, or
in average megawatts.

Average annual energy is the total kilowatt-
hours generated over a period of a year,
divided by the number of hours in one year.

equivalent availability

The ratio of the maximum amount of energy
a generating unit can produce, after adjust-
ment for maintenance and forced outage, to
the capacity of the unit. It also represents an
upper limit for a long-run (annual or longer)
capacity factor for a generating unit. For
example, a unit with an equivalent availability
of 70 percent and a capacity of 500 mega-
watts could be relied on to produce 350 aver-
age megawatts of energy over the long term,
if required.

Federal Base System

The system includes the Federal Columbia
River Power System hydroelectric projects,
resources acquired by the Bonneville Power
Administration under long-term contracts
prior to the Northwest Power Act, and
resources acquired to replace reductions in
the capability of existing resources subse-
quent to the Act.

Federal Energy Regulatory Commission
(FERC)

A federal agency which regulates interstate
aspects of electric power and natural gas
industries. It has jurisdiction over the licens-
ing of hydropower projects and the setting of
some rates. The FERC was formerly the
Federal Power Commission.

firm energy

Electric energy which is considered assura-
ble to the customers to meet all agreed upon
portions of the customers' load requirements
over a defined period.

firm energy load carrying capability
(FELCC)

The amount of firm energy that can be pro-
duced from a hydropower system based on
the system’s lowest recorded sequence of
streamflows and the maximum amount of
reservoir storage currently available to the
system.

firm surplus
Firm energy in excess of the firm load.

generation

The act or process of producing electricity
from other forms of energy. Also, the amount
of energy so produced.

geothermal
Useful energy derived from hot rock, hot
water, or steam in the earth’s surface.

head
The vertical height of water in a reservoir
above the turbine.

heat engines

Devices that convert thermal energy to
mechanical energy. Examples include steam
turbines, gas turbines, internal combustion
engines, and Stirling engines.

heating degree days

The average degrees per year it takes to
bring the daily temperature to aninterior tem-
perature of 65 degrees. Heating degree days
are determined by the National Weather
Service.

hydroelectric power (hydropower)
The generation of electricity using falling
water to turn turbo-electric generators.

infiltration control

Conservation measures, such as caulking
and weatherstripping, which are taken to
reduce the amount of cold air entering or
warm air escaping from a building through
cracks around doors and windows and
poorly sealed vent dampers.

Intercompany Pool (ICP)

An organization formed to coordinate the
power operations of the investor- owned util-
ities of the Pacific Northwest. The ICP
includes Portland General Electric, Pacific
Power and Light, Puget Sound Power and
Light, Washington Water Power, Montana
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Power Company, |daho Power Company,
Utah Power and Light, and Sierra Pacific
Power Company.

interruptible power
Power that, by contract, can be interrupted in
the event of a power deficiency.

intertie

A transmission line or system of lines permit-
ting a flow of energy between major power
systems.

investor-owned utility

A utility which is organized under state law as
a corporation to provide electric power ser-
vice and earn a profit for its stockholders.

kilowatt (kW)
The electrical unit of power which equals
1,000 watts.

kilowatt-hour (kWh})
A basic unit of electrical energy which equals
one kilowatt of power applied for one hour.

levelized life cycle cost

The present value of a resource’s cost
(including capital, financing and operating
costs) converted into a stream of equal
annual payments. For example, if no down
payment is paid on a house, and the entire
amount needed to buy it is borrowed from a
bank, that amount is the present value of
buying a house. The mortgage payment
including interest on a house is the levelized
cost of that house. (Unit levelized life cycle
costs, in cents per kilowatt-hour, are obtained
by dividing this payment by annual kilowatt-
hours saved or produced.) Unlike installed
cost, levelized costs permit comparisons of
resources with different lifetimes and gener-
ating capabilities.

load
The amount of electric power required at a
Jiven point on a system.

oad forecast

An estimate of the level of energy that must
e generated to meet a need. This differs
rom a demand forecast in that transmission
ind distribution losses are considered.

oad path

Jne future scenario for electric load growth,
1s opposed to a range that accomodates
nultiple forecasts of future load growth.

lost opportunity resources

Resources which, because of physical or
institutional characteristics, may lose their
cost effectiveness unless actions are taken to
develop these resources or to hold them for
future use.

major resource

According to the Northwest Power Act, a
resource with a planned capability greater
than 50 average megawatts, and if acquired
by Bonneville, acquired for more than five
years.

manufactured home

A structure, such as a mobile home, that is
transportable in one or more sections, and
that is built on a permanent chassis and
designed to be used as a dwelling, with or
without a permanent foundation, when con-
nected to the required utilities. These homes
must comply with the Manufactured Home
Construction and Safety Standards issued
by the U.S. Department of Housing and
Urban Development in response to the 1974
Act.

This does not include other categories of
homes whose components are manufac-
tured, such as modular, sectional, panelized,
and precut homes. These homes must com-
ply with state and local building codes.

marginal cost

The cost of producing the last unit of energy
(the long-run incremental cost of production).
In the plan, “regional marginal cost” means
the long-run cost of additional consumption
to the region due to additional resources
being required. It does notinclude considera-
tion of such additional costs to any specific
utility due to its purchases from Bonneville at
average cost.

measure
Either an individual conservation measure or
action or a combination of actions.

megawatt (MW)
The electrical unit of power which equals one
million watts or one thousand kilowatts.

mill
A tenth of a cent. The cost of electricity is
often given in mills per kilowatt-hour.

model conservation standards

Energy efficient building standards (devel-
oped by the Council) for new electrically
heated buildings.

municipal solid waste (MSW)

The waste that is collected in a municipality.
This refuse can be burned in an MSW elec-
tric generator to produce electricity.

net billed plants

Refers to the 30 percent share of the Trojan
Nuclear Plant and all of WNP-1and 2, and 70
percent of WNP-3.

net billing

A financial arrangement that allowed Bon-
neville to underwrite the costs of electric gen-
erating projects. Utilities that owned shares in
thermal projects, and paid a share of their
costs, assigned to Bonneville all or part of the
generating capability of these resources.
Bonneville, in turn, credited and continues to
credit the wholesale power bills of these util-
ities to cover the costs of their shares in the
thermal resources. Bonneville then sells the
output of the thermal plants, averaging the
higher costs of the thermal power with lower
cost hydropower. Washington Public Power
Supply System Nuclear Projects 1, 2, and 3,
and part of the Trojan Nuclear Project, are net
billed.

nominal dollars

Dollars that include the effects of inflation.
These are the dollars that, at the time they are
spent, have no adjustments made for the
amount of inflation that has affected their
value over time.

nonfirm energy

Energy produced by the hydropower system
that is available with water conditions better
than critical and after reservoir refill is
assured. It is available in varying amounts
depending upon season and weather
conditions.

option
The purchase of a right to acquire a resource
within a particular time on specified terms.

Pacific Northwest (the region)

According to the Northwest Power Act, the
area consisting of Oregon, Washington,
Idaho, Montana west of the Continental
Divide, and such portions of Nevada, Utah,
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and Wyoming as are within the Columbia
River Basin. It also includes any contiguous
areas not more than 75 miles from the above
areas that are part of the service area of a
rural electric cooperative customer served by
Bonneville on the effective date of the Act
and whose distribution system serves both
within and without the region.

Pacific Northwest Coordination
Agreement

An agreement between federal and non-
federal owners of hydropower generation on
the Columbia River system. It governs the
seasonal release of stored water to obtain the
maximum usable energy subject to other
uses.

Pacific Northwest Utilities Conference
Committee (PNUCC)

Formed by Pacific Northwest utilities officials
in order to coordinate policy on Pacific North-
west power supply issues and activities. It
lacks contractual authority, but it does play a
major role in regional power planning through
its Policy, Steering, Fish and Wildlife, and
Lawyers committees, and the Technical
Coordination Group. PNUCC publishes the
Northwest Regional Forecast containing
information on regional loads and resources.

peak capacity
The maximum capacity of a system to meet
loads.

peak demand
The highest demand for power during a
stated period of time.

penetration rate

The annual share of a potential market for
conservation that is realized, as in *7 percent
of the region’s homes have been weatherized
this year”

photovoltaic

Direct conversion of sunlight to electric
energy through the concentration of solar
radiation through thin layers of semi-conduc-
tor materials (silicon).

preference

Priority access to federal power by public
bodies and cooperatives.
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present value

The worth of future returns or costs in terms
of their value now. To obtain a present value,
an interest rate is used to discount these
future returns and costs.

Public Utility Regulatory Policies Act of
1978 (PURPA)

Federal legislation that requires utilities to
purchase electricity from qualified indepen-
dent power producers at a price that reflects
what the utilities would have to pay for the
construction of new generating resources
(see ‘avoided cost’). The act was designed to
encourage the development of small-scale
cogeneration and renewable resources.

quantifiable environmental costs and
benefits

Costs and benefits capable of being
expressed in numeric terms (for example, in
dollars, deaths, reductions in crop yields).

quartile

The direct service industries load is divided
into four quartiles. The top quartile is the
portion of that load most susceptible to
interruption.

real dollars

Dollars that do not include the effects of infla-
tion. They represent constant purchasing
power. A real dollar has the same value in
1985 that it has in 1995.

region (See Pacific Northwest)

reliability

The ability of the power system to provide
customers uninterrupted electric service at
their point of service. Includes generation,
transmission, and distribution reliability. The
plan deals only with generation reliability.

renewable resource

Under the Northwest Power Act, a resource
which uses solar, wind, water (hydro), geo-
thermal, biomass, or similar sources of
energy, and which either is used for electric
power generation or for reducing the electric
power requirements of a customer.

reserve capacity

Generating capacity available to meet unan-
ticipated demands for power, or to generate
power in the event of outages in normal gen-
erating capacity. This includes delays in oper-

ations of new scheduled generation. Forced
outage reserves apply to those reserves
intended to replace power lost by accident or
breakdown of equipment. Load growth
reserves are those reserves intended for use
as a cushion to meet unanticipated load
growth.

resource

Under the Northwest Power Act, electric
power, including the actual or planning elec-
tric capability of generating facilities, or actual
or planned load reduction resulting from
direct application of a renewable resource by
aconsumer, or from a conservation measure.

retrofit

To weatherize an existing structure. Also, the
process of modifying an electric generating
plant subsequent to its construction for the
purpose of improving its performance.

sectors

The economy is divided into four sectors for
energy planning. These are the residential,
commercial {e.g., retail stores, office and
institutional buildings), industrial, and irriga-
tion sectors.

simple payback

The time period required before the savings
from a particular investment offsets its cost.
For example, an investment costing $100
and resulting in a savings of $25 the first year
would be said to have a simple payback of
four years. Simple paybacks do not account
for future cost escalation, nor other invest-
ment opportunities.

siting

The process of locating a site for a power
plant, including meeting any applicable reg-
ulatory requirements and obtaining the nec-
essary licenses and permits.

space conditioning

Controlling the conditions inside a building in
order to maintain human comfort and other
desired environmental conditions through
heating, cooling, humidification, dehumid-
ification, and/or air quality modifications.

sunk cost

A cost already incurred and therefore not
considered in making a current investment
decision.
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supply curve

A traditional economic tool used to depict the
amount of a product available across a range
of prices.

surcharge

Under the Northwest Power Act, an addi-
tional sum added to the usual wholesale
power rate charged to a utility customer of
Bonneville to recover costs incurred by Bon-
neville due to the failure of that customer (or
of a state or local government served by that
customer) to achieve conservation savings
comparable to those achievable under the
Council's model conservation standards.

System Analysis Model (SAM)

One of the computer models used by the
Council to determine resource cost-effective-
ness. The model performs a detailed simula-
tion of the Northwest generating system to
estimate the cost associated with a specific
set of loads and resources. It incorporates
uncertainty associated with hydropower,
thermal availability, resource arrival, and load
fluctuation due to economic cycles.

system cost

According to the Northwest Power Act, all
firect costs of a measure or resource over its
sffective life. It includes, if applicable, dis-
ribution and transmission costs, waste dis-
osal costs, end-of-cycle costs, fuel costs
including projected increases), and quan-
ifiable environmental measures. The Coun-
il is also required to take into account pro-
ected resource operations based on
\ppropriate historical experience with similar
neasures Or resources.

hermal resource
\ facility that generates electricity by burning
oal, oil, or other fuel, or by nuclear fission.

ipping fee

he fee assessed for disposal of waste. This
2e is used when estimating the cost of pro-
ucing electricity from municipal solid waste.

-ansmission

he act or process of transporting electric
nergy. In the Pacific Northwest, Bonneville
perates a majority of the high-voltage, long-
istance transmission lines.

Washington Public Power Supply Sys-
tem

(WPPSS)

Municipal corporation and joint operation
agency in Washington comprised of repre-
sentatives of public utility districts and munic-
ipal utilities. Based on power purchase con-
tracts of its members or other utilities,
WPPSS has the power to acquire, construct,
and operate plants and facilities for the gen-
eration or transmission of electric power.

water budget

A means of increasing survival of down-
stream migrating juvenile fish by increasing
flow during the spring migration period. The
water budget was proposed by the Council
and is overseen by it in conjunction with the
U.S. Army Cormps of Engineers, the fishery
agencies and Indian tribes, the Bonneville
Power Administration, and the Bureau of
Reclamation.
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Appendix I-A

B. Identify Need for Options

The options concept will significantly alter the
region’s selection process for new generating
resources. In this plan and in future regional
plans, the Council will identify categories of
resources and the order in which they should
be optioned to meet load growth projections
and resource lead time requirements. The
Action Plan (Chapter 9) will specify the need
to acquire options for these resources. It will
identify Bonneville actions for specific types
and quantities of resources that should be
optioned as insurance against load growth
uncertainty.

C. Identify Resources and Assist
Resource Developers

Bonneville will identify specific projects that
are consistent with the plan and provide tech-
nical assistance to developers to assess their
resources. Through this effort, Bonneville
can help to secure a broad base of option
candidates while insuring against the loss of
resource opportunities that are consistent
with the Council's plan. Specific resources
will be identified for acquisition through a pro-
cess that begins with a request for qualifica-
tions (RFQ) and proceeds through a request
for proposals (RFP) from qualified
developers.

D. Issue Request for
Qualifications

Bonneville will issue a Request for Qualifica-
tions (RFQ) providing notice of the request
for option candidates and requesting inter-
ested sponsors to submit statements of qual-
ification. The RFQ should provide informa-
tion on the options being sought by
Bonneville, including the type and size of
resource, development time frames and
other key conditions and steps in the option
and resource acquisition processes. The
RFQ will be issued for a specified period of
time (‘window of opportunity’) during which
time any potential developers of resources
can respond with a statement of their qualifi-
cations. The Council expects that an open
request such as this will assist in identifying
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all of the potentially cost-effective resources
in the region. This process could produce
new information about the cost and availabil-
ity of resources that could cause the Council
to consider amendments to the 1986 Power
Plan.

This step and the next two steps may be
simplified to a pre-bidders conference. At this
conference, Bonneville would brief potential
resource developers on the characteristics of
projects that are being solicited in the request
for proposal. The purpose of the conference
would be to indicate the types of projects that
are consistent with the plan and to dis-
courage developers of those projects that
have little chance of being optioned from
investing time and money in a detailed formal
proposal.

E. Prepare Statement of
Qualification

Interested resource sponsors prepare state-
ments of qualification for their projects.
These statements should be brief, containing
information regarding the qualifications of the
project and sponsor relative to the proposed
acquisition of options.

F. Select Qualifying Developers
and Projects

Bonneville reviews the statements of qualifi-
cation and, in consultation with the Council
and state and local governments, select
those that appear to qualify as prospective
options.

G. Issue Request for Proposals

In response to the Council's Action Plan and
based on the results of the RFQ, Bonneville
issues a Request for Proposals (RFP), solicit-
ing selected resource developers for entering
into an option contract. The RFP will be open
for a specified period of time or until a spec-
ified number of resources are selected, and
will set forth in detail the technical, economic,
environmental and institutional charac-
teristics of the resources sought for optioning
and will describe the options evaluation pro-
cess, the process of purchasing options and
the resource acquisition process. Prior to
issuing an RFP, Bonneville will consult with
the Council, the various state agencies, and

the public on the specific types of options
being requested. This step will ensure con-
sistency with the priorities of the plan.

H. Prepare Detailed Proposal

Prospective resource developers interested
in entering into an option agreement with
Bonneville would prepare a detailed proposal
to sell an option on their resource. This pro-
posal should contain information on the tech-
nical, economic, environmental and institu-
tional characteristics of their project sufficient
to permit Bonneville to evaluate its suitability
as an option.

I. Select Prospective Options

Upon receipt of option proposals from
resource developers and utilities, Bonneville
will evaluate those proposals using the eval-
uation procedure and methods described in
the RFP. This evaluation will include con-
sultation with the states to address their spe-
cific concerns, and with the Council to ensure
that the options Bonneville is selecting are
consistent with the Council’s plan. After Bon-
neville has reached concurrence with the
states and the Council concerning the selec-
tion of specific resources, Bonneville will
enter into formal negotiations with resource
developers to purchase an option on the
resource.

ll. Securing Options

The purpose of this step is to sign option
contracts and to satisfy all requirements of
the preconstruction phase of development.
This will typically require that preliminary
engineering design and environmental
assessment be completed and that the state
and federal permits and licenses required for
construction be obtained. Sites will be pur-
chased or options acquired for purchase.
Much or all of this development will be funded
by Bonneville subject to the provisions of the
Act and the option contract.

A. Execute Option Contract

Based on the expected cost effectiveness of
the project and the negotiations between
Bonneville and the resource developer, a
contract will be offered to purchase an option
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Appendix I-A

Model Process for Acquiring Resources

In 1984, the Council’s Options Steering Com-
mittee and several of its task forces sug-
gested it was important for the Council to
develop an overall approach for the purchase
of options on and the eventual construction of
resources. In response, the Council devel-
oped this model process for acquiring
resources. Although the language is specific
to the Bonneville Power Administration, the
process can accommodate resource acquisi-
tion by other regional utilities or private devel-
opers. Options on resources would provide
insurance against failure to meet regional
load growth. If these resources are consis-
tent with the plan, the Council believes they
should receive favorable regulatory treat-
ment.

The model process requires a number of
actions by several different entities as illus-
trated by Figure {-A-1. The most important
actions are described in the discussion that
follows. The development of a specific
resource may require deviations from the
model process presented here.

This process begins with the Council’s plan-
ning for options and continues through Bon-
neville’s selection of options, the state and
federal siting and licensing decisions, and
finally to the construction of the resource.
Opportunities for significant public involve-
ment have been included throughout this
model process. The various entities involved
in the development of options and resources
and their respective activities are discussed
below.

l. Develop Option
Evaluation Procedure

Prior to acquiring an option on a resource,
Bonneville needs to develop procedures for
evaluating and selecting among candidate
options. A procedure is required to assess
competing alternatives at various stages of
the option process and to identify those alter-
natives that are in the best interest of the
states and the region in meeting the region’s
future power needs.

A. Develop Procedure for Council
Review and for Addressing
Environmentai Consideration

Bonneville, in consultation with the Council
and others, needs to develop a procedure for
complying with 1) the requirements of section
6(c) of the Northwest Power Act, which
requires the Council to review all Bonneville
resource acquisitions greater than 50 aver-
age megawatts, and 2) the National Environ-
mental Policy Act (NEPA). These procedures
should identify when major Bonneville deci-
sions will be made and allow for appropriate
input from all interested regional parties. The
procedure for Council review will consider
whether the option is one of a group of
options identified in the Council’s plan. The
outcome of the review would be a decision on
need for the option and on whether the pro-
ject is expected to be environmentally
acceptable and cost effective.

B. Develop Options Evaluation
Procedure

An effective options evaluation procedure
should contain an agreement among Bon-
neville, the Council, the host state and appro-
priate local governments to implement a joint
hearings process to complete all NEPA and
Northwest Power Act reviews and to secure
all state and local licenses for proposed
options. A decision to construct the resource
would not be made at this time, and further
environmental review might be necessary
when that decision is made. The procedures
for evaluating and selecting projects should
appear in the requests for qualifications and
requests for proposals.

Il. Option Selection

The Council envisions that the selection pro-
cess will occur within a ‘window of oppor-
tunity’ over which time prospective resource
developers will respond to a Bonneville
request for qualifications and subsequently a
request for resources. When options have
been secured on a sufficient number of
resources, then the window would close, to
open again when the options inventory has
fallen below an established threshold level.

The Council believes the concept of a win-
dow of opportunity is an important part of the
selection process, one that will assist in iden-
tifying all cost-effective resources.

The goal of a procedure to select options
should be to minimize overall costs to the
region’s electrical system and to avoid bur-
dening resource developers unnecessarily in
the process. For certain resource types, such
as cogeneration and hydropower, there are a
large number of potentially acceptable pro-
jects within the region. For these resources, it
may be desirable to use a preliminary
screening process prior 1o issuing a formal
Request for Proposals (RFP) for candidate
options.

A preliminary screening may have several
benefits. Some projects may be obviously
unsuitable for development for technical,
economical or environmental reasons. They
can be eliminated at this stage, reducing the
time and effort required on the part of the
sponsor for proposal preparation and on the
part of Bonneville for proposal review. Fur-
thermore, projects passing the initial screen-
ing are likely to be viewed by their sponsor as
having more potential. As a result, qualifying
sponsors are likely to put greater effort into
development of their proposals, providing
better evidence for the selection of prospec-
tive options. For larger resources with only a
few candidates, preliminary screening may
not be feasible or desirable, and a pre-
bidders' conference could suffice as an
alternative.

A. Identify Candidate Resources

In the 1986 plan, the Council has identified
categories of conservation and generation
resources and the order in which they should
be acquired to meet the forecast range of
future load uncertainty. These resources pro-
vide the basis for the selection of options that
would be consistent with the Council's plan. It
is expected that future revisions to the plan
will continue to identify the amounts and cat-
egories and schedules of conservation and
generation resources required to meet future
loads.
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on the project. This contract will identify the
legal rights of Bonneville and the developer.
These rights will include, at a minimum, Bon-
neville’s ability to direct the construction start
date and the pace of development.

The Council recognizes that the specific
terms and conditions of option contracts will
govern both the cost and viability of the
options concept. For this reason, the Council
and Bonneville should work with resource
developers and ultilities to develop sample
option contracts.

Sales options are also envisioned in the plan.
At this point, Bonneville could reach an
agreement that includes sale of a resource
out of region, with callback provisions. Such
an agreement might even involve early con-
struction of a resource.

B. Bonneville Direction of
Resource Development

Bonneville will direct the start and pace of
project development. This will allow Bon-
neville to match the timing and expenditures
for securing and exercising the option to the
avolving need for resources in the region.

C. Develop Options at the
Direction of Bonneville

Jesource developers will secure an option
‘or Bonneville and the region as directed by
3onneville in the option contract and pur-
suant to state, federal and local licenses and
yermits. At this point, developers will com-
Jlete the key steps of siting, licensing and
Jesigning the project. The region could then
jecide to complete construction or to hold
he option until regional needs dictate its
sonstruction.

Vot all projects will be optioned successfully.
lhe economic attractiveness of some pro-
ects may wane as engineering design
idvances. Other projects may fail to qualify
or necessary permits and licenses. Nor is it
xpected that all projects for which permits
ind licenses are obtained will necessarily be
onstructed. For example, following the
levelopment of the option, Bonneville may
vish to relinquish projects which subsequent
inalysis indicates are not reliable, less cost
ffective than other potential options or

environmentally unacceptable. Of course, if
the procedures to select options are effective,
the failure rate of options would be low, but it
is important to recognize that not all options
will ultimately be buitt.

D. State Review of Projects and
Issuance of Necessary Licenses
and Permits

In response to material submitted by Bon-
neville and the developer, each state should
review the project and decide whether to
issue the licenses and permits necessary to
complete the project when it is needed. This
review will encompass all siting and licensing
issues with the exception of the critical deter-
mination of the need for power. Final need will
be established as part of the ‘decision to
construct’ process.

A joint hearings process could be designed,
preferably taking the form of a generic Mem-
orandum of Agreement (MOA) between each
state, Bonneville and the Council. Sub-
agreements for each proposed option could
reflect any unique considerations and incor-
porate participation of the appropriate local
governments and federal agencies. The
MOA could have the following features:

a. All federal, state and local decision makers
should be explicitly recognized as inde-
pendent bodies whose authorities will not
be abridged but who have agreed to con-
duct a single administrative proceeding. In
the proceedings each decision maker can
choose the level of its participatior so long
as decisions are made promptly.

b. A single administrative process could be
established to meet the needs of all deci-
sion makers. A single Notice of Hearings
could be used by all decision makers that
explains to the public how the process will
work. Opportunities for legislative and
contested case formats could be included
to meet all administrative requirements.
The scope of issues would be identified by
the decision makers at the outset. The
information and evidence requirements of
each decision maker could be identified at
the outset so that the applicant may mini-
mize duplicative studies and reports. The
process should have a definite schedule.

A single hearings examiner, possibly from
the state, would administer the hearings.
Each decision maker would be free to
ask questions or to request additional
information.

¢. There should be a process for reopening
hearings on specific issues at the deci-
sion-to-construct stage. These issues
should primarily concern questions of
need for power and any new significant
information.

It is expected that Bonneville will consult with
the states and the Council in the process of
developing these review procedures. It is
also expected that the states and the Council
will have a significant role in the application of
the evaluation procedures.

IV. Decisions to
Construct Resource

The purpose of this step is to decide to
acquire and construct resources to meet
regional load. The decision to enter construc-
tion is a separate decision from the decision
to begin siting and licensing. By making a
second decision to enter construction based
on current loads and resources, the proba-
bility and cost of overbuilding resources will
be reduced. At this stage, prior to commenc-
ing construction, Bonneville, in consultation
with the Council, would again examine the
inventory of options to see that no lower cost
resources were being delayed while con-
struction was proceeding on a higher cost
resource. It would also be prudent, before
construction begins, to assess whether other
lower cost resources exist outside of the
inventory of options.

A. Monitor Viability of Secured
Options

As previously stated, it is possible that some
options will never be constructed. This may
result from technical or economic problems
or regulatory obsolescence that could occur
as a result of holding options beyond a rea-
sonable lifetime. Bonneville and the Council
could extend options that are about to expire
legally or technologically by repeating pre-
vious steps to decide if the project remains
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an attractive resource. In certain cases it may
be desirable to update the design of the
resource to be consistent with current reg-
ulatory and environmental standards. In any
event, both the Council and Bonneville must
determine which options remain viable and
reliable for regional planning.

B. Identify Need for Resources

During the normal planning cycle, the Coun-
cil will periodically revise the plan to update
both the options inventory and to recom-
mend that construction begin on optioned
projects. The normal Council process of pub-
lic review and comment, including hearings
throughout the region, will provide the basis
for a regional consensus both on the viability
of options that have been previously acquired
and on the prudence of beginning construc-
tion on cost-effective and environmentally
sound projects required to serve regional
loads.

C. Complete Northwest Power
Act Requirements

Section 6(c) of the Northwest Power Act
requires Bonneville to perform a review pro-
cess prior to acquiring any resource larger
than 50 average megawatts. This review pro-
cess should be expedited since much of the
review will already have been completed in
previous steps of this optioning process.

I-A-6

It is the Council's expectation that its strategy
of purchasing options will minimize the prob-
ability of loads and resources being out of
balance, by reducing the time between the
decision to construct a resource and the
need for the resource. However, additional
state review of the resource acquisition, par-
ticularly in the determination of need for
power, may be necessary as a part of the 6(c)
review process. Significant uncertainties
remaining at this step with respect to state
and federal regulatory requirements, lessen
the value of the resource as an option.

D. Council Finding of
Consistency with Plan

The Act provides that ‘the Council may deter-
mine by majority vote of all members of the
Council, and notify the Administrator that the
proposal is either consistent or inconsistent
with the Plan.’ (section 6(c)(2)) Because an
optioned resource will have gone through an
extensive public review process involving
local and state governments, the Council and
Bonneville, it is expected that, unless the
Council review process uncovers new infor-
mation, the resource will be found consistent
with the plan.

Following a finding of consistency by the
Council, Bonneville will direct the developer
of the resource to commence construction.

V. Construct Resource

At this step in the process, the resource
developer, with Bonneville financial backing,
will construct the resource. During the con-
struction phase, Bonneville, the Council and
the other entities in the region will closely
monitor the progress of construction. Rapid
cost escalations and/or major design prob-
lems could cause a reevaluation of resources
on which construction has begun. Even
though uncertainty can be reduced through
successful implementation of the options
concept, some uncertainty remains that pro-
jects may not be completed as planned. The
Council factors into its planning the proba-
bilities that resources could be lost during the
process of optioning and constructing and
other replacement resources may be
needed.

Conclusion

The wide variety of possible alternative
options processes and interactions among
the many agencies and individuals involved
in the development of a resource makes it
difficult to formulate a firm process. For this
reason, the Council views the activities
described above as a starting point in the
establishment of a process to acquire options
and resources. The Action Plan calls on Bon-
neville to develop the process so it can be
implemented when needed.




Appendix |-B
Model Conservation Standards for New Residential Buildings, New

Commercial Buildings, Conversions, and Utility Residential and
Commercial Conservation Programs; and Surcharge Methodology

The Model
Conservation
Standards

The Council has adopted five model conser-
vation standards (MCS). The MCS include
the MCS for new electrically heated residen-
tial buildings, the MCS for utility residential
conservation programs, the MCS for new
commercial buildings, the MCS for utility
commercial conservation programs, and the
MCS for conversions.

The MCS for New
Residential Buildings

The Council's model conservation standard
for new single and multifamily electrically
heated residential buildings? is as follows:
new buildings are to be built to energy effi-
ciency levels equal to those which would be
achieved by using the illustrative component
performance paths displayed in Table I-B-1
for each of the Northwest climate zones.2

The electric power savings represented by
the measures in Table I-B-1 are estimated to
result in savings equivalent to those which
would be produced by the performance stan-
dards as set forth and as amended in the
Council's 1983 Power Plan. Trade-offs
among components may be made so long as
the overall efficiency and indoor air quality of
the building are at least equivalent to a build-
ing containing the measures listed in Table |-
B-1. Other illustrative approaches to building
to this standard are described in those por-
tions of the Councils Mode! Conservation
Standards Equivalent Code, dated February
1985, as it will be conformed to this rule and
as it may be amended from time to time,
which apply to low-rise residential buildings.

The MCS for Utility Residential
Conservation Programs

The MCS for utility residential conservation
programs is that utilities must implement, in
accordance with the requirements detailed
below, the Bonneville/utility residential MCS
program, an equivalent alternative program,
or rely on improved building codes to the
MCS level. The BPA/utility residential MCS

lliustrative Paths for Residences Built to the MCS Leve/

Table I-B-1

CLIMATE ZONE

COMPONENT Zone 1 Zone 2 Zone 3
Ceilings
— Attic R-38(U-0.032)a R-38(U-0.032) R-38(U-0.032)
— Vaults R-38(U-0.028) R-38(U-0.028) R-38(U-0.028)
Walls
— Above grade R-19(U-0.057) R-25(U-0.045) R-31(U-0.035)°
— Below grade R-19¢ R-19 R-25
Floors
— Crawlspaces &
Unheated Basements R-19(U-0.040) R-30(U-0.030) R-30(U-0.030)
— Slab-on-grade
Perimeters R-10 R-12 R-15
Glazingd R-2.5 (U-0.40) R-2.5 (U-0.40) R-2.5 (U-0.40)
. Maximum Glazed Area
(% floor area) 15 15 15
. Exterior Doors R-7(U-0.16) R-7(U-0.16) R-7(U-0.186)
® Infiltration Control 0.1 ache 0.1 ach 0.1 ach
L4 Mechanical Ventilation w/
Heat Recovery 0.5 ach 0.5 ach 0.5 ach

a R-values listed in this table are for the insulation only. U-values listed in this table are for the fuil
assembly of the respective component.

b Multifamily exterior walls above grade in Zone 3 should be insulated to a nominal R-25 (U-0.045).

¢ Only the R-value is listed for below grade insulation. The corresponding U-value is not known with
precision.

d U-values for glazing shall be the tested values for thermal transmittance due to conduction
resulting from either the American Architectural Manufacturers Association (AAMA) 1503.1-1980
test procedure or the American Society for Testing and Materials (ASTM) C236 or C976 test
procedures. Testing shall be conducted under established winter horizontal heat flow test condi-
tions using a 15 mph wind speed and product sampie sizes specified under AAMA 1503.1-1980.
Testing shall be conducted by a certified testing laboratory. EXCEPTION: Site-built fixed glazing
shall be exempt from the thermal testing requirements; provided the insulating glass is tested and
certified under a Society of Insulated Glass Manufacturers of America (SIGMA) approved certifica-
tion program as class “A” in accordance with ASTM E-744-81; and this insulating glass is installed
either in an aluminum frame having a minimum 0.25 inch low conductance thermal break or in
wood framing in accordance with SIGMA glazing specifications; and provided further, that site-built
double glazed units with fixed panes shall have a dead air space between panes of not less than 12
inch and site-built triple glazed units with fixed panes shall have a dead air space between panes of
not less than ¥ inch.

¢ Air changes per hour.

-B-1 E
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program consists of an aggressive market-
ing® and financial assistance program made
available by Bonneville and the local utility to
homebuilders during 1987 and 1988, and
thereafter as set forth below.

Financial Assistance in 1987 and
1988

The amount of financial assistance for the
Bonneville/utility residential MCS program
during the 1987 and 1988 calendar years
should be as stated in Table I-B-2. The local
share of financial assistance shown in Table
I-B-2 is the minimum required of a utility in
order for it to receive the Bonneville share.
Utilities may elect to offer more if needed to
achieve compliance with the minimum per-
formance or equivalence standard.

Financial Assistance in 1989 and
Thereafter

Beginning on January 1, 1989, the level of
total financial assistance for the Bonneville/
utility residential MCS program should be
established by Bonneville within the range of
values calculated by the Council. The mini-
mum value for the range will be the difference
in net present value of life cycle cost to the
consumer between a house built to the mini-
mum life cycle cost level and a house built to
the full residential MCS level. The maximum
value for the range will be the median
builders' costs in the previous year or years
for conservation measures more efficient
than the level of the 1983 building practice.
The Council’s current calculation of the mini-
mum and maximum values is shown in Table
I-B-3. The financial assistance beyond Janu-
ary 1, 1989, should be provided by Bonneville
and local utilities* based on shares estab-
lished in Table I-B-4. The Council may, from
time to time, revise these tables based on
new information, including, but not limited to,
that made available by early adopter jurisdic-
tions and by utilities participating in the Bon-
neville/utility residential MCS program.

The Minimum Performance
Standard for Residential
Programs

All utilities must meet the annual minimum
performance standard for each performance

I-B-2

Table I-B-2
Financial Assistance for an Average
Single Family House (approx. 1,850 sq ft)
for Full Requirements Customers™ of Bonneville
(Calendar Years 1987 and 1988)

STATE Loa 1" Bomnevile  Local - Bonmovile  Local ' Bonnoville
Washington $130 $2,500 $280 $2,500 N/A N/A
Oregon $440 $2,500 $830 $2,500 N/A N/A
Idaho $1,070 $2,500 $1,070 $2,500 $440 $2,500
Montana N/A N/A N/A N/A $440 $2,500

“Financial assistance to generating public utilities, investor-owned utilities not currently placing a
load on Bonneville, and other utilities in the region should be set as provided in the Action Plan,
Chapter 9.

Table I-B-3
Minimum and Maximum Financial Assistance Levels
CLIMATE ZONE MINIMUM MAXIMUM
1 $1,400 $5,000
2 $1,300 $6,000
3 $1,000 $5,100
Table I-B-4

Percentage of Financial Assistance to be Made by Local Utilities
(for Full Requirements Customers™ of Bonneville)

STATE CLIMATE ZONE 1 CLIMATE ZONE 2 CLIMATE ZONE 3
idaho 30 30 15
Montana N/A N/A 15
Oregon 15 25 N/A
Washington 5 10 N/A

*Financial assistance to generating public utilities, investor-owned utilities not currently placing a
load on Bonneville, and other utilities in the region should be set as provided in the Action Plan,
Chapter 9.




Appendix |-B

year or be subject to a surcharge, except, in
the limited circumstances described below,
utilities whose total load is less than 25 aver-
age annual megawatts.

The Council has set the annual minimum
performance standard for residential pro-
grams for calendar year 1987 (the first per-
formance year) to equal 30 percent of the
electricity that could be saved if all new elec-
trically heated residential buildings in a utility
service territory were built to the residential
MCS levels. The Council will set the mini-
mum performance standard for calendar
year 1988 (the second performance year) by
January 1, 1987.

By July 1988, Bonneville should establish the
minimum performance standard for 1989
(the third performance year). By each July
thereafter, Bonneville should set the mini-
mum performance standard for the following
performance year based on the relative per-
formance of utilities during the past perform-
ance year. The minimum performance stan-
dard should be set by Bonneville in the
following way:

m All utilities, including those participating in
the Bonneville/utility residential MCS pro-
gram, those which have had codes
adopted in their service territory, and those
which have adopted other alternatives
{(where reliable data is available) will be
ranked each year based on their perform-
ance in achieving in the previous perform-
ance year the electricity savings potential
of the MCS. Savings should be measured
from existing practice in 1983.5 Perform-
ance will be measured by the percentage
of electricity savings achieved out of all the
electricity that could have been saved if all
new electrically heated residential build-
ings in a utility service territory had been
buift to the residential MCS level. Thus, for
example, if ten identical single family
residences were built in a utility service
territory, five of which were built to the resi-
dential MCS level and five to 1983 practice,
that utility’s performance level would be 50
percent. If five were built to the residential
MCS level and the remaining five were built
to a revised code or building practice that
achieved 50 percent of the MCS savings,
the utility’s performance would be 75
percent.

m Utilities with the highest performance and
that represent 80 percent of the new elec-
trically heated residences will be grouped.
The performance level of the poorest per-
forming utility in that group is the minimum
performance standard for the next per-
formance year. If there is little difference in
performance among utilities, the Council
may reconsider this minimum perform-
ance standard. The Administrator should
use caution when evaluating utilities with
very few new electrically heated dwellings
in their service area and should consider
evaluating these utilities over more than
one calendar year.

The Equivalence Standard for
Residential Programs

The equivalence standard applies only to util-
iies selecting an alternative program to the
Bonneville/utility residential MCS program.
The equivalence standard is the average
savings achieved by any means by utilities
participating in the Bonneville/utility residen-
tial MCS program during the previous per-
formance year. Savings are measured as a
percentage of all the electricity savings
achieved out of all the electricity that could
have been saved if all new electrically heated
residences were built to MCS levels. Begin-
ning in 1988, Bonneville should announce
the equivalence standard for the next per-
formance year by July 1 of each year. Utilities
with alternative programs not performing at
the level of the equivalence standard when it
is announced must, by January 1 of the next
performance year: 1) secure Bonneville's
approval of another alternative plan for meet-
ing the equivalence standard; or 2) adopt the
Bonneville/utility residential MCS program. If
a utility fails to take one of these two correc-
tive actions, and fails to meet the equivalence
standard during that next performance year,
the utility will be subject to a surcharge.

Submission of Utility Plans for
Compliance with the MCS for
Residential Programs

Utilities must, by September 1, 1986, submit
to Bonneville an initial plan declaring how
they intend to meet the MCS for utility resi-
dential conservation programs. The ultimate
goal for such programs is to obtain, as soon

as possible, at least 85 percent of the savings
which would have been obtained if all elec-
trically heated residential buildings had been
constructed to the residential MCS level.6 In
subsequent years, a utility may change its
declaration, subject to the same Bonneville
approvals required for the 1986 initial plan
submissions.

There are several ways utilities can comply
with the MCS for utility residential conserva-
tion programs. These are:

1. Submit by September 1 of any year begin-
ning in 1986, and have approved by Bon-
neville prior to January 1 of the next year, a
declaration that the MCS for residential
buildings have been or will be met no later
than January 1 of that next year, and for
each subsequent year, through codes at
MCS levels adopted and enforced by a
state and/or local government, and there-
after in each performance year, achieve
and maintain the level of savings required
by the annual minimum performance
standard;

2. Agree by September 1 of any year begin-
ning in 1986, to adopt and implement the
Bonneville/utility residential MCS program
by January 1 of the next year, and there-
after in each performance year achieve
and maintain the level of savings required
by the annual minimum performance
standard;

3. For utilities with less than 25 average
annual megawatts of load, agree by Sep-
tember 1 of any year beginning in 1986, to
adopt and implement the Bonneville/utility
residential MCS program by January 1, of
the next year, and offer to pay financial
assistance throughout each performance
year equal to or greater than the max-
imum value of financial assistance shown
in Table |-B-3; or

4. Submit by September 1, of any year begin-
ning in 1986, an alternative program that
will be implemented and enforced and is
initially approved by Bonneville, prior to the
next performance year, as being capable
of providing savings equivalent to the Bon-
neville/utility residential MCS program and
which does not duplicate the acquisition of

I-B-3
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other resources that are already in the
Council's plan. In addition, in order to con-
tinue to be considered equivalent, an
alternative program must comply with the
equivalence standard. Further, utilities
with an alternative program must achieve
and maintain in each performance year,
the level of savings annually required by
the annual minimum performance stan-
dard. Alternative programs may include,
but are not limited to, state or local govern-
ment or utility marketing programs, finan-
cial assistance, codes that achieve part of
the MCS level of savings, or other mea-
sures to encourage energy efficient con-
struction of new residential buildings or
other lost opportunity conservation
resources. Each alternative plan should
specify at least the following:

» Thermal efficiency specifications per
building.

» Measures to maintain adequate indoor
air quality, by providing no less than .5 air
changes per hour.

» Target market share.

* Level of utility payments or other
activities to promote residential MCS
level construction.

« Marketing plan.

+ Contingency plans for achieving targets
with alternative marketing strategies.

« Compliance certification strategy (e.g.,
utility inspection).

+ Data gathering to meet Bonneville infor-
mation needs.

Surcharge Recommendation

The evaluation of utility performance and the
annual establishment of the minimum per-
formance standard and equivalence stan-
dard should become part of Bonneville's sur-
charge policy. Bonneville should monitor
performance and equivalence during each
year beginning with the first performance
year (1987).

1-B-4

The Council recommends that a 10 percent
surcharge be imposed as of January 1, 1987,
on utilities which have not complied with the
September 1, 1986, deadline to submit: 1) an
initial plan for implementation of the Bon-
neville/utility residential MCS program; 2) a
plan for implementation of an alternative pro-
gram which is approved by Bonneville as
being equivalent as set forth above; or 3) a
declaration, approved by Bonneville, that the
MCS for residential buildings will be met by
building codes. This surcharge continues in
effect until a utility has filed an initial plan and
has obtained the necessary Bonneville
approvals.

The Council recommends that on each Janu-
ary 1, beginning in 1989, a 10 percent sur-
charge be imposed for one year on all utilities
which did not comply with the annual mini-
mum performance standard for the perform-
ance year beginning two years earlier. For
example, utilities failing to meet the 1987 min-
imum performance standard should be sur-
charged commencing January 1, 1989, for
one year. Utilities failing to meet the 1988
minimum performance standard should be
surcharged commencing January 1, 1990,
for one year. However, utilities with a total load
of less than 25 average megawatts that par-
ticipate in the Bonneville/utility residential
MCS program and offer, throughout each
year to which a minimum performance stan-
dard is applicable, financial assistance equal
to or greater than the maximum value of
financial assistance shown in Table |-B-3
should not be surcharged regardless of their
performance.

The Council recommends that on each July
1, beginning in 1990, a 10 percent surcharge
be imposed for one year on utilities with alter-
native residential programs that have not
taken the corrective actions for alternative
programs as set forth above, and which have
not met the equivalence standard for the pre-
vious performance year beginning in 1989.
For example, on July 1, 1988, Bonneville will
announce the equivalence standard for 1989
based on performance in 1987. A utility with
an existing alternative program not perform-
ing to that level when it is announced, which
does not by January 1, 1989, either adopt and
implement the Bonneville/utility residential
MCS program or secure Bonneville’s
approval of an alternative plan and which fails

to meet the equivalence standard during
1989, should be surcharged on July 1, 1990.

The Council's surcharge methodology is set
forth below. The total surcharge on a utility for
failing to meet the MCS for residential and
commercial utility programs should not
exceed 10 percent of its rate at any time.

In no event should a utility be surcharged if it
achieves and maintains, in any of the ways
enumerated above, a level of electrical
energy savings equivalent to 85 percent of
those which would be achieved if all new
electrically heated residences in its service
territories were constructed to the level of the
residential MCS.7

A utility operating the Bonneville/utility resi-
dential MCS program or a program approved
by Bonneville as equivalent should not be
surcharged if Bonneville does not offer it
financial assistance to be provided to home
builders for each residence meeting the stan-
dards at least equal to the minimum value of
financial assistance shown in Table I-B-3.

Exemptions

The Council finds there is no need for exemp-
tions at this time. If Bonneville finds that hard-
ship exists, Bonneville should, if necessary,
fully finance the MCS in those jurisdictions.

The Model
Conservation
Standards for New
Commercial Buildings

The Council's model conservation standard
for new commercial buildings is as follows:
New commercial buildings are to be con-
structed to achieve savings equivalent to
those achievable through constructing build-
ings to the Council of American Building Offi-
cials (CABO) 1983 Model Energy Code,
which is based on the American Society of
Heating, Refrigerating and Air Conditioning
Engineers (ASHRAE), ASHRAE 90-80, with
the following modifications. The ventilation
requirements are those set forth in ASHRAE
Standard 62-81, and the interior lighting stan-
dard for all office buildings and for those retail
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Table I-B-5
Interior Lighting Power Budgeta
LIGHTING
GROUP OCCUPANCY DESCRIPTION POWR:;/Squ)GETb

A Assembly w/stage 1.1
Stage lighting Exempt
Assembly w/o stage: otherthanBand E 1.1

B Gasoline service station 2.0
Storage garages 0.3
Office buildings, wholesale stores, police and fire stations 1.5
Retail stores
— less than 1,000 square feet 4.5
— 1,000 to 6,000 square feet 3.5
— 6,000-20,000 square feet 2.5
— Over 20,000 square feet 1.5
Drinking and dining establishments 1.85
Food preparation task lighting Exempt
Aircraft hangers 0.7
Process plants 1.0
Factories and workshops 2.0
Storage structures 0.7

E Schools and daycare centers 2.0
Audio-visual presentation lighting Exempt

H Storage structures 0.7
Handling areas 2.0
Paint shops 25
Paint spray booths 5.0
Auto repair booths 2.0
Aircraft repair hangers 2.0

| Institutions 2.0
Administrative support areas 2.0
Nursing areas 0.9
Diagnostic, treatment, food service task lighting Exempt

R Dwelling units Exempt
Other areas 1.1
Food preparation task lighting Exempt

a Watts/square foot of room may be increased by 2 percent per foot of height above 20 feet.
b Emergency exit lighting is exempt from interior lighting budget.

areas containing over 20,000 square feet is
1.5 watts per square foot. The lighting effi-
ciency requirements for all commercial build-
ings are as shown in Table I-B-5.

The Council recognizes that in some situa-
tions the lighting budgets shown in Table |-
B-5 may not provide acceptable lighting.
Consequently, the Council’s lighting standard
for new commercial buildings may be met by
documenting through the use of ASHRAE/
IES (lHuminating Engineering Society)
90R-1986 and/or IES LEM-1-1986 that the
lighting power budgets set forth in Table |I-B-5
are insufficient to achieve the recommended
iluminance values for lighting design spec-
ified in the IES 1981 Lighting Handbook,
Applications Volume. Such documentation
must demonstrate that the recommended
illuminance values cannot be achieved within
the lighting budget when the most efficient
equipment and lighting controls suitable for
the specific task are used.

Hlustrative ways for a commercial building to
meet this standard are described in those
portions of the Council's Model Conserva-
tion Standards Equivalent Code dated Feb-
ruary 1985, as it will be conformed to this rule
and may be subsequently amended from
time to time, which apply to all buildings
except low-rise residential buildings.

The Council’s MCS for new commercial
buildings were developed using the ASH-
RAE 90-80 standard originally issued in
1980. ASHRAE intends to adopt and issue
an updated version of Standard 90 (ASH-
RAE 90.1) by mid-1986. The ASHRAE stan-
dard serves as the basis for the Council of
American Building Officials ‘Model Energy
Code.” Therefore, the Council intends to
review the updated standard for potential
adoption as its MCS. This review process will
commence as soon as the ASHRAE stan-
dard has been adopted in its final form.

The MCS for Utility Commercial
Conservation Programs

The model conservation standard for utility
commercial conservation programs is that
utilities must: 1) implement a joint marketing
program with Bonnevilie, which may contain

I-B-5
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financial assistance payments to developers
(the Bonneville/utility commercial MCS pro-
gram); or 2) implement an equivalent alter-
native program; or 3) rely on improved build-
ing codes to the MCS levels and achieve
compliance with the annual minimum per-
formance standard calculated as set forth
below.

The Minimum Performance
Standard for Commercial
Programs

All utilities must meet the annual minimum
performance standard. All utilities including
those participating in the Bonneville/utility
MCS program for commercial buildings,
those which have had codes adopted in their
service territory to the MCS level, and those
which have adopted other alternatives
(where reliable data is available) will be
ranked each year based on their perform-
ance in achieving in the previous year the
electricity savings potential of the commer-
cial MCS. Savings should be measured from
existing practice in 1983.8 Performance will
be measured by electricity savings achieved
as a percentage of the electricity savings that
could have been saved if all new commercial
buildings in a utility service territory had been
constructed to MCS levels. Thus, for exam-
ple, if ten identical commercial buitdings were
built in a utility service territory, five of which
were constructed to MCS levels (through
codes or any other means), that utility’s per-
formance level would be calculated at 50
percent.

Utilities with the highest performance and
which represent 80 percent of the new com-
mercial floorspace will be grouped. The per-
formance level of the poorest performing util-
ity in that group is the annual minimum
performance standard. If there is little dif-
ference in performance among utilities, the
Council may reconsider this minimum per-
formance standard. The Administrator
should use caution when evaluating utilities
with very few new commercial buildings and
should consider evaluating these utilities
over more than one calendar year.

I-B-6

The Equivalence Standard for
Commercial Programs

The equivalence standard applies only to util-
ities selecting an alternative program to the
Bonneville/utility commercial MCS program.
The equivalence standard is the average
savings achieved by any means by utilities
participating in the Bonneville/utility commer-
cial MCS program during the previous per-
formance year. Savings are measured as a
percentage of all the electricity savings
achieved out of all the electricity that could
have been saved if all new commercial build-
ings were built to MCS levels. Beginning in
1988, Bonneville should announce the equiv-
alence standard for the next performance
year by July 1 of each year. Utilities with alter-
native programs not performing at the level of
the equivalence standard when it is
announced must, by January 1 of the next
performance year: 1) secure Bonneville’s
approval of another alternative plan for meet-
ing the equivalence standard; or 2) adopt the
Bonneville/utility MCS program. If a utility
fails to take one of these two corrective
actions, and fails to meet the equivalence
standard during that next performance vyear,
the utility will be subject to a surcharge.

Submission of Utility Plans for
Compliance with the MCS for
Commercial Programs

Utitities must, by September 1, 1986, submit
to Bonneville an initial plan declaring how
they intend to meet the MCS for utility com-
mercial conservation programs. The ultimate
goal for such programs is to obtain, as soon
as possible, at least 85 percent of the savings
which would have been obtained if all com-
mercial buildings had been constructed to
the commercial MCS level.® In subsequent
years, a utility may change its declaration,
subject to the same Bonneville approvals
required for the 1986 initial plan submission.

There are several ways utilities can comply
with the MCS for utility commercial conserva-
tion programs. These are:

1. Submit by September 1 of any year begin-
ning in 1986, and have approved by Bon-
neville prior to January 1 of the next year, a
declaration that the MCS for commercial
buildings have been or will be met no later
than January 1 of that next year, and for
each subsequent year, through codes at
the MCS levels adopted and enforced by a
state and/or local government, and there-
after in each performance year achieve
and maintain the level of savings required
by the annual minimum performance
standard,;

2. Agree by September 1 of any year begin-
ning in 1986, to adopt and implement the
Bonneville/utility commercial MCS pro-
gram by January 1 of the next year, which
may contain financial assistance pay-
ments, and thereafter achieve and main-
tain the level of savings required by the
annual minimum performance standard;
or

3. Submit by September 1 of any year begin-
ning in 1986, an alternative program that
will be implemented and enforced by Jan-
uary 1 of the next year, and is initially
approved by Bonneville prior to the next
performance year as being capable of
providing savings equivalent to the Bon-
neville/utility commercial MCS program,
and which does not duplicate acquisition
of other resources that are already in the
Councils plan. in addition, in order to con-
tinue to be considered equivalent, an alter-
native program must comply with the
equivalence standard. Further, utilities with
an alternative program must achieve and
maintain in each performance year the
level of savings annually required by the
annual minimum performance standard.
Alternative programs may include, but are
not limited to, state or local government or
utility marketing programs, financial
assistance, codes that achieve part of the
MCS level of savings, or other measures to
encourage energy efficient construction of
new commercial buildings or other lost
opportunity conservation resources. Each
alternative plan should specity at least the
following:
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* Electric efficiency specifications per
buitding.

« Target market share.

+ Level of utility payments or other activ-
ities to promote commercial MCS level con-
struction.

» Marketing plan.

» Contingency plans for achieving targets
with alternative marketing strategies.

» Compliance certification strategy (e.g., util-
ity inspection).

+ Data gathering to meet Bonneville informa-
tion needs.

Surcharge Recommendation

The evaluation of utility performance and
establishment of a minimum performance
standard and equivalence standard should
become part of Bonneville's surcharge policy.
Bonneville should monitor performance and
aquivalence during each performance year
Jeginning with the first performance year
:1987).

The Council recommends that a 10 percent
surcharge be imposed as of January 1, 1987,
on utilities which have not complied with the
September 1, 1986, deadline to submit an
nitial plan for implementation of the Bon-
1eville/utility commercial MCS program, a
slan forimplementation of an alternative pro-
yram which is approved by Bonneville as
:quivalent, as set forth above, or a declara-
ion, approved by Bonneville, that the MCS
or commercial buildings will be met by build-
1g codes at the MCS levels. This surcharge
'ontinues in effect until a utility has filed an
Jitial plan and has obtained the necessary
Jonneville approvals.

"he Council recommends that on each Janu-
ry 1, beginning in 1989, a 10 percent sur-
harge be imposed for one year on utilities
/hich have not complied with the annual min-
num performance standard for the perform-
nce year beginning two years earlier.

he Council recommends that on each July
, beginning in 1990, a 10 percent surcharge

be imposed for one year on utilities with alter-
native commercial programs that have not
taken the corrective actions for alternative
programs as set forth above, and which have
not met the equivalence standard for that
performance year beginning in 1989. For
example, on July 1, 1988, Bonneville will
announce the equivalence standard for 1989
based on performance in 1987. A utility with
an existing alternative program not perform-
ing to that level when it is announced, which
does notby January 1, 1989, either adopt and
implement the Bonneville/utility commercial
MCS program or secure Bonneville’s
approval of another alternative plan and
which fails to meet the equivalence standard
during 1989, should be surcharged on July 1,
1990.

The Council's surcharge methodology is set
forth below. The total surcharge on a utility for
failing to meet the MCS for residential and
commercial utility programs should not
exceed 10 percent of its rate at any time.

in no event should a utility be surcharged if it
achieves and maintains, in any of the three
ways enumerated above, a level of electrical
energy savings equivalent to 85 percent of
those which would be achieved if all new
commercial buildings in their service territo-
ries were constructed to the level of the com-
mercial MCS.10

Exemptions

The Council finds there is no need for exemp-
tions at this time. If Bonneville finds that hard-
ship exists, Bonneville should, if necessary,
fully finance the achievement of the MCS in
those jurisdictions.

The Model
Conservation
Standard for Buildings
Converting to Electric
Space Conditioning

The Council's Model Conservation Standard
for residential and commercial buildings con-
verting to electric space conditioning is that
state or local governments or utilities should

take actions through codes, alternative pro-
grams or a combination thereof to achieve
electric power savings from buildings which
convert to electrical space conditioning.
These savings should be comparable to
those savings that would be achieved if each
building converting to electric space condi-
tioning were upgraded to include all region-
ally cost-effective electricity conservation
measures. Although the conversion standard
is highly recommended, the Council is not
recommending that a surcharge be imposed
for failure to act accordingly.

Surcharge
Methodology

Section 4(f)(2) of the Northwest Power Act
provides for Council recommendation of a 10
percent to 50 percent surcharge on Bon-
neville customers for those portions of their
loads within the region that are within states
or political subdivisions which have not, oron
customers which have not, implemented
conservation measures that achieve savings
of electricity comparable to those which
would be obtained under the model conser-
vation standards. The purpose of the sur-
charge is twofold: 1) to recover costs imposed
on the region’s electric system by failure to
adopt the model conservation standards or
achieve equivalent electricity savings, and 2)
to provide a strong incentive to utilities and
state and local jurisdictions to adopt and
enforce the standards or comparable
alternatives.

The Administrator is responsible for imple-
menting the surcharge in accordance with
the Council methodology for the surcharge
calculation. The Council recommends that
the Bonneville Administrator impose sur-
charges as specified above. The method is
set out below.

A. Identification of Customers
Subject to Surcharge

in accordance with the schedule set forth
above, the Administrator should identify
those customers, states, or political subdivi-
sions which have:
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1. Failed to comply with the model conserva-
tion standards for utility residential and
commercial conservation programs,
including meeting all filing deadlines, and

2. Failed to achieve equivalent savings of
electricity through an acceptable alter-
native program, as determined by the
Administrator.

B. Calculation of Surcharge

The annual surcharge for noncomplying cus-
tomers or customers in noncomplying juris-
dictions is then calculated by the Bonneville
Administrator as follows:

1. If the customer is purchasing firm power
from Bonneville under a power sales con-
tract and is not exchanging under a resi-
dential purchase and sales agreement,
the surcharge is 10 percent of the cost to
the customer of all firm power purchased
from Bonneville under the power sales
contract for that portion of the customer's
foad in jurisdictions not implementing the
MCS or comparable programs.

2. If the customer is not purchasing firm
power from Bonneville under a power
sales contract but is exchanging (or is
deemed to be exchanging) under a resi-
dential purchase and sales agreement,
the surcharge is 10 percent of the cost to
the customer of the power purchased
from Bonneville in the exchange (or
deemed to be purchased) for that portion
of the customer’s load in jurisdictions not
implementing the MCS or comparable
programs.

3. If the customer is purchasing firm power
from Bonneville under a power sales con-
tract and also is exchanging (or is deemed
to be exchanging) under a residential pur-
chase and sales agreement, the sur-
charge is: a) 10 percent of the cost to the
customer of firm power purchased under
the power sales contract, plus b) 10
percent of the cost to the customer of
power purchased from Bonneville in the
exchange (or deemed to be purchased)
multiplied by the fraction of the utility’s
exchange load originally served by the util-
ity's own resources.

This calculation of the surcharge is
designed to eliminate the possibility of
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surcharging a utility twice on the same
load. In the calculation, the portion of a
utility’s exchange resource purchased
from Bonneville and already surcharged
under the power sales contract is sub-
tracted from the exchange resources
before establishing a surcharge on the
exchange load.

C. Evaluation of Alternatives and
Electricity Savings

To assist Bonneville in estimating compara-
ble electricity savings from alternative plans,
a utility or jurisdiction should present its best
estimate of new residential and commercial
building construction in noncomplying areas
within its service territory or boundaries. Bon-
neville will determine, in consultation with the
Council, whether the alternative conserva-
tion plan of a utility or jurisdiction will achieve
savings of electricity comparable to those
that would have been achieved under the
utility programs identified in the MCS. When
determining electricity savings that would
have occurred had the utility program stan-
dards been impiemented, jurisdiction-
specific weather data and construction esti-
mates, where available, should be used
along with the Council’s residential and
commercial heat loss models.

The Council recognizes that in many cases
data will not be available. In these cases
Bonneville should rely on average electricity
savings estimated by building type and cli-
mate zone and included in the Council's
Plan. For single-family residential buildings,
Bonneville should assume the following
regarding houses built to the model conser-
vation standards: 1) houses in climate zone 1
would save, on average, 6,725 kWh per year;
2) houses in climate zone 2 would save, on
average, 8,853 kWh per year; and 3) houses
in climate zone 3 would save, on average,
6,535 kWh per year. For multifamily dwell-
ings, Bonneville should assume the follow-
ing: 1) dwelling units in climate zone 1 would
save, on average, 3,120 kWh per year, 2)
dwelling units in climate zone 2 would save,
on average, 4,489 kWh per year, and 3)
dwelling units in climate zone 3 would save,
on average, 5,235 kWh per year. For com-
mercial buildings, and where good estimates
are not available for the number of new resi-
dential buildings, the estimated electricity
savings should be determined by multiplying
total regional average megawatt savings by
sector expected from the standards, as
shown in the plan, by the utility’s noncomply-
ing share of total regional load in the applica-
ble sectors.

if the Bonneville Administrator determines
that a proposed alternative planis not accept-
able, he should notify the entity that its alter-
native plan has been judged to be not accept-
able and that Bonneville will add a surcharge
to the affected utility’s bill as of the dates set
forth above. The surcharge is calculated as
described in section B above. If subsequent
modifications to the entity’s alternative plan
are determined by the Administrator to be
acceptable, then the surcharge should be
removed.

A general method of determining the esti-
mated electrical energy savings of an alter-
native conservation plan should be devel-
oped in consultation with the Council and
included in Bonneville’s policy to implement
the surcharge.

1./ Single family residences are defined to
include duplexes. Multifamily residences
include triplexes and larger structures up to
and including 4-story low-rise residential
structures. The standard applies to site-built
residences and not to residences which are
regulated under the National Manufactured
Housing Construction and Safety Standards
Act of 1974. 42 USC 5401 et seq (1983).

2./ The Council has established climate zones
for the region based on the number of heating
degree days as follows: Zone 1 — 4-6,000
heating degree days; Zone 2 — 6-8,000 heat-
ing degree days; and Zone 3 — over 8,000
heating degree days.

3./ “Super Good Cents” is the current name
given to the Bonneville marketing program to
encourage residential construction at the
MCS level of efficiency. The Council believes
the design and features of the Super Good
Cents program will, if implemented region-
wide, provide a successtul mechanism for
advancing building practices to the full resi-
dential MCS level of savings throughout the
region.

4./ If local utilities determine that higher levels of
financial assistance are required to achieve
compliance, they should adjust their
assistance level as appropriate.

5./ The Council will work with Bonneville in defin-
ing 1983 practice for use as a benchmark and
will supply this information to utilities.

6./ 85 percent is the level of compliance that the
Council believes is achievable by utility
programs.

7./ A utility relying on codes may, in its declara-
tion, use that portion of savings from any com-
mercial building codes which exceed the
commercial MCS level as an offset against
the full residential MCS level.

8./ The Council will work with Bonneville in defin-
ing 1983 practice for use as a benchmark and
will supply this information to utilities.

9./ 85 percent is the level of compliance that the
Council believes is achievable by utility
programs.

10./ A utility relying on codes may, in its declara-
tion, use that portion of savings from any
residential building codes which exceed the
residential MCS level as an offset against the
full commercial MCS level.






