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Overview:

Among the key phrases in ORS 469A.180 relating to setting the alternative compliance payment (ACP) rate are the following:

(2) The commission shall establish an alternative compliance rate based on the cost of qualifying electricity, contracts that the electric company or electricity service supplier has acquired for future delivery of qualifying electricity and the number of unbundled renewable energy certificates that the company or supplier anticipates using …
In establishing an alternative compliance rate, the commission shall set the rate to provide adequate incentive for the electric company or electricity service supplier to purchase or generate qualifying electricity in lieu of using alternative compliance payments to meet the renewable portfolio standard applicable to the company or supplier.
(emphasis added) 

Two observations:

1. For the basis of the ACP rate, the statute refers to the cost of qualifying electricity but the number of unbundled renewable energy certificates (RECs).  

2. The explicit goal is to meet the renewable portfolio standard (RPS) with the purchase or generation of qualifying electricity rather than the purchase of unbundled RECs. 
Issue #1:

Is a focus on the incremental cost of qualifying electricity (compared to non-qualifying electricity) more appropriate for determining the ACP rate than a focus on the cost of unbundled RECs?  

Issue #2:

Assume a utility did not meet its renewable resource target for a prior compliance year due to a temporary event, such as a project contingency or high prices for qualifying electricity, and the utility made an ACP to meet its RPS obligations for the year. Also assume the utility expects to meet its renewable resource targets for the years after the shortfall. If the Commission set the ACP rate based on the forecasted incremental cost of qualifying electricity for an upcoming compliance year, would the utility have an adequate incentive to acquire additional qualifying electricity to replace the prior compliance year shortfall?

Issue #3: 

What role, if any, should forecasts of incremental costs in acknowledged implementation plans under ORS 469A.075 play in setting the ACP rate? What role, if any, should acknowledged integrated resource plans play in setting the ACP rate?

Issue #4: 

Should the ACP rate be the same for all three regulated utilities or should the rate differ by utility? 

Issue #5: 

How frequently should the Commission update the ACP rate?  By law, the Commission must set the first ACP rate by July 1, 2009.  Should updates go into effect on that anniversary date, or would another date be more appropriate? 
Issue #6: 

If forecasts of the incremental cost of qualifying electricity are the primary basis for setting the ACP rate, what factors should be considered to assure a high likelihood ACP funds will be adequate to replace the RPS shortfall?  How should political uncertainties, such as extension of the federal production tax credit and possible federal or state regulation of CO2 emissions, be considered?  How should uncertainties regarding future natural gas prices be considered?  What other analyses should be performed to determine the ACP rate?

Issue #7: 

What are the potential impacts on meeting the renewable resource targets in the Oregon Renewable Energy Act if Oregon’s ACP rates are significantly higher or lower than the ACP rates in other western states?
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