Oregon
Public Utility
Commission

UM 2143 Investigationinto Resource Adequacy in the State
Updated Process proposal for continuation of UM 2143:

Thisannouncement describes Oregon Public Utility Commission Staff’s (Staff) approach for moving
forward with the UM 2143 Resource Adequacy (RA) investigation and edits to the Staff filing on
September 23, 2022.

Background

On October 15, 2021, Staff releasedits proposed docket strategy forthe investigation into Resource
Adequacy. Duringthe first phase of the investigation, Staff collected RA datafrom load responsible
entities (LREs) to assess the need to presentthe Commission with animmediate, interim RA solution.
Staff analyzed the dataand released areport and hosted a workshop to discuss the findings with
stakeholders. Staff’sreportfound that there is space for parties to move into a permanentrulemaking
as the second phase of the investigation withoutimmediate Commission action.

The Western Resource Adequacy Program (WRAP) filed a tariff with FERC on August 31, 2022, markinga
bigstepin theimplementationinthe first region-wide RA program. In a presentation on September 20,
2022, WRAP justreleasedits analysis fromits first, non-binding phase of the WRAP, which highlighted
the value of a regional RA program in the PacificNorthwest.!

Although all Oregon-regulated investor-owned utilities (IOUs) and many Oregon electricservice
suppliers (ESSs) are participantsin the WRAP, Staff believesitis critical to have a binding RA program for
all entities. Thisis a critical component of Staff’s proposal regarding the provider of last resortinthe
ongoing AR 651 rulemaking. Further, the WRAP has not fullyimplemented any binding RA
requirements, and there stillmay be idiosyncrasies that warrant a state-level RA program as well. Thus,
Staff recommends thatthe Commission develop rules to establish a binding RA program as a part of this
investigation.

Key insights from LRE filings

The analysis performed did not identify the need forimmediate Commission action, but helped refine
the scope of issues forthe rulemaking. Forexample, reviewing ESS and utility specificdata highlighted
specific“seams” issues that may not be sufficiently addressed by the Commission’s current planning
processes and the proposed WRAP program. This exercise also revealed that administering arigorous RA
program could require greaterinvestmentin Staff time and analytical tools. A brief summary of these
insightsis provided below.

1. Planningand operational activities forIOU’sand ESS's.

I0Us currently do not planto serve the load of long-term opt out customersin theirintegrated
resource plans (IRPs); these customers are served by ESSs. 2 Staff has less clarity on how ESSs

1 See the slides from the presentation here.
2 Staffs proposal regarding Provider of Last Resort obligations in Docket No. AR 651 would require IOUs
to plan backstop capacity for some long-term opt-out customers if their curtailment is infeasible upon


https://edocs.puc.state.or.us/efdocs/HAH/um2143hah145744.pdf
https://edocs.puc.state.or.us/efdocs/HAU/um2143hau154059.pdf
https://www.westernpowerpool.org/news/first-full-set-of-non-binding-data-highlights-impo
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planto serve their customers. Inreviewingthe datasubmitted by the ESSs,

Staff notes that data gaps were more commonin years 3,4, and 5, which refle cts higherdegrees
of uncertainty for supply-side expectations. Itis not clear how ESSs are planningforlong-term
opt-out customerstheyserve. Staffisaware that generally contracts between ESSs and their
customers are shorterterm and would like to examine if there are impacts to RAdependenton
contractual obligations. Staff’sdraftrulesareintended to shedlight onthese blind spotsin
orderto protectagainst RA concerns for ESSs.

Othercomplexities highlighted by the LRE filings include the requirements for a multi-state
utility todemonstrate RA for one state’s customers and requirements for ESS’s that are affiliates
of larger Companies with alarge fleet of resources to demonstrate RA for direct access
customerloadsin Oregon.

2. Length of time a state-specificRA program should considerto ensure reliability.

Integrated resource plans (IRPs) are considered long-term planning documents, covering twenty
years, while focused on actions an IOU will take in the nexttwo-to-fouryears to meet future
load. The WPP WRAP program forward showingis binding for two season, winterand summer,
with participants demonstrating compliance with forward showing reliability metrics seven
monthsinadvance. Staff foundthat the five-year RA outlook provided better capacity insights
for non-10Uloads than are available through IRPs orthe WRAP. However, inlight of the data
gaps previously identified Staff has updated its straw proposal to have a three-year outlook to
match the CEP timeline. A state-level RA program could examinethe time periodin between
the WRAP and IRPs, up to five years forward. Staff would also like to examine the potential fora
longerlookinan Oregon-specificRA plan and any considerations that should be included here.
For instance, transmission buildouts are lengthy, should alongerforward time -horizon be
considered.

3. Appropriate reliability metricto use.

In Staff’s long-term solution from the October 15 memo suggested adoptinga1in 10 loss of
load equivalent (LOLE) RA standard. This metricwas intended to mirrorthe WRAP’s RA metric
but does not match the metrics of every IOU’s IRP. Inreviewingthe LRE filings, Staff utilized a
deterministicapproach that did not offerlearning about the LOLE metric (an LOLE would only be
used fora stochasticanalysis). However, in the genericcapacity investigation (UM 2011)
supported by technical experts at E3, Staff has come to believe that the exact choice of a metric
islessimportantthan having a metricin place that adequately captures low-probability events.
As such, Staff believes thatthe use of a 1 in 10 LOLE isan adequate RA standard for the RA
program designreflected in Staff’s straw proposal.

4. Appropriate datatouse

returning to emergency default senice. The Commission will make determinations on these proposed
changes at the October 4 regular public meeting.
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Staff’sinitial analysis used data that was eithersubmitted to the WRAP, orin

line with WRAP requirements. As partof thisinvestigation the appropriatedatato use for the
RA analysisis key. Staff had a goal duringthe compilation of its RA report to examine how the
use of the WRAP data would allow forthe OPUC to examine how an LRE was addressing RA, but
Staff finds that furtherrefinements in data standardizationis possible. Staff wouldliketo
examine the appropriatedatato use. Forinstance, in Staff’s analysis, load forecasts were
escalatedin a percentage consistent with the peak growth. Should Staff lookto LREs to supply
future forecasts, orsome otherapproach? Besidesload forecasts, whatabout otherdata, such
as capacity contribution, and operating characteristics of resources?

The remainder of this announcement outlines Staff’s proposal forthe scope and process to develop
rulesforthe implementation of along-term state RA program.

Rulemaking Scope and Straw Rules
Staff’s objectives forthis rulemaking remain the same as when the docket was opened:

[l]dentify first the need and potential urgency for the Commission to act. Second, the areas
where a state-level program can fill gaps, ensure reliability, and work cohesively with regional
efforts. Finally, to identify the appropriate complexity and level of structure necessary to address
areas of RA concern.?

As discussed above, Staff determined there was no need forimmediate Commission action. The
remainder of the docket will focus on the remainingtwoissues. Staff proposes the following scope of
issues and straw rules for the RA rulemaking:

3 See Docket No. UM 2143, Commission Order No. 21-014, Appendix A, p.4.



Issue

Staff Proposal

Staff notes

1. Reliability Standard

What isthe appropriate RA metricforthe
state’s RA standards?

Planningreserve setto1in 10 LOLE
equivalent/approximation per LRE

Ifthe LRE is a participantina bindingregional
RA program, the LRE is required to demonstrate
compliance with the regional program’s
designated planningreserve

A 1in 10 LOLE equivalent has become the industry
standard approach to measuring resource adequacy.
Staff believes thistobe anappropriate metricas well.

Staff has the following questions:

e What are implicationsif the standard is not
consistent with a utility IRP?

e What are implicationsif the standardis not
consistent with a FERC-approved regional program?

e What are the implications of requiring the same
standard for ESSs and IQUs?

Will the standard be binding?

Yes, the standard will be binding for compliance
filings with the state’s RA program.

Staff notes that any WRAP participants are already part
of a binding RA program. Making Staff’s standards
bindingforall entities ensures that the state’s RA
standards are metinthe eventthata regional RA
program’s standards do not provide adequate
assurance of RA.

Will the standard be set by rule or by reference
to Commission order? How will the standard
be assessed and updated as needed?

The standard will be setinrules.

Staff has selected this proposal because rules are
appliedgenerally. Inthe eventthat the standard needs
to be updated, Staff is supportive of openingalimited
rulemaking.

2. Compliance process

Applicability of the RA plan

e Should the Commission have different
planning/reporting requirements for
entities participatinginabindingregional
program?

e Shouldthe Commission have different
requirements for ESSs that are affiliates
of larger companies?

e |OUs will incorporate RA filings into their
IRPs to maximize efficiency

e ESSswillfilea3-yearresource plan
modeled off the IRP, preferably as part of
the forward-looking clean energy reporting
required for ESSsin HB 2021. Willinclude:
o 3-yearloadforecast

Staff proposes no differences in reporting requirements
for entitiesthatare notina regional program, and
instead proposes more binding standards. Staff’s goal
with ESSs is to make the process as similar as possible
to I0OUs’ IRP process, albeit far narrowerin scope.

Outstanding Questions:




o 3-yearassessmentof current
transmission rights and future ability to
meettransmission needs

o Summary of currentresource
characteristics and future acquisitions
to meetRA concerns

e How toincorporate longleadtime resources like
transmission?

o Doesthisleave any gaps between IRPsandregional
programs?

e Shouldthe Commission have different
requirements for multi-state utilities?

e Shouldthe Commission adopt detailed
requirements for demonstration of sufficient
transmissionrights?

e Shouldthe Commission adopt additional rules to
standardize the data, forecasting approach,
resource characteristics, or other methodological
elements of the RA filings for LREs not participating
ina bindingregional RA program?

e [s additional standardization required for RAfilings
for participantsina binding RA program?

What should the filing frequency be?

With the IRP for IOUs
o RAupdate filed with IRP updates as well
Every otheryear for ESSs

Staff believes that this lightens the administrative
burden for1OUs and putsthe ESSs on the same
schedule.

What will the compliance process look like?

For IOUs, acknowledged as part of the IRP.
Acknowledgement would include a
recommendation of whether openingan RA
compliance docketis needed

ESSs will follow an acknowledgment process
similartothe IOUs’ IRPs.

Staffisopento discussingan alternative, less
burdensome compliance process for ESSs thatare ina
regional program.

What are the outcomes of an RA compliance
docket?

The Commission willdirectthe LRE on how
to cure the deficiencies.
= Partiesthatdo not cure deficiencies
may be subjecttoa fine

The fine will be setjust high enough toincentivize
utilitiesto engage inthe activities prescribed by the
Commission to cure the RA deficiencies identified by
the Commission.




3. Compliance Standards

What should the standards be for WPP Non-
Participants?

Planningreservesettoalin10 LOLE
equivalent/approximation per LRE,
established by rule.

RA plan mustinclude three-yearaction plan
that meets RA standard up to the following
levels:

o 100% 1 yearsout

o 95% 2vyears out

o 80% 3yearsout

Staff proposes aslightly more binding standard for non-
WPP participants with the understanding that non-
participants have a higher RA risk without the benefits
of regional coordination, and that a 100% standard for
an entity not affiliated with aregional RA programis
necessary toensure RA for the upcomingyear. These
thresholds were proposed in Staff’sinitial long-term
solution.* No party has takenissue with these
thresholds so far, but Staff is opento holding further
discussion ontheissue. Staff however has changed the
3-yearaction plan to match the rest of the proposed
rules. Staffisopento hearingreasons whethercertain
items should have alongertimeline.

As discussed earlier, these three-year RA standards will
be set byrule.

What should the standards be for WPP
Participants?

Required to demonstrate compliance with
the regional program.

Planning Reserve Margin set to regional
program’s designated level.

RA plan mustinclude three-yearaction plan
that meets RA standard up to the following
levels:

o 95% 1yearsout

o 90% 2years out

o 75% 3yearsout

These thresholds werealso proposed in Staff’sinitial
long-term solution. No party has takenissue with these
thresholds so far, but Staff is opento holding further
discussion onthe thresholds. Staff howeverhas
changedthe 3-yearaction planto match the rest of the
proposedrules. Staffisopentohearingreasons
whether certainitems should have alongertimeline.

Do ESSs have an alternative compliance
option?

Options for ESSs to procure capacity from

third-party as alternative means of

compliance (Capacity Backstop)

o Anyloadsubjectto backstop by IOU is
deemedasloadresponsible forlOUin
state RA/IRP planning

4 See Staff's filing on October 15, 2021.



https://edocs.puc.state.or.us/efdocs/HAH/um2143hah145744.pdf

o Wholesaleratesare determined at
FERC

o To avoid Capacity Backstop charge,
non-participant ESS must show
compliance for every year of three year-
action plan and ensure thatits long-
term opt out customers can be
preferentially curtailed by the IOU.

What resource capacity contributions should
be usedinthe entities’ filings?

1-3 year outlook should match, to extent
practicable, WPP advisory forecast for
resource capacity contribution,
transmission, PRM, etc.

o ltisthe utility’sburdentopresenthow
theiroutlook sufficiently improves over
oris negligibly different than the WPP
advisory forecastif the WPP advisory is
not used. ALRE that usesitsown
resource contributionsin place of
WPP’s resource contributions should
submita methodology section withiits
filing.

Staff wantsto have a well-vetted source for capacity
contributions that matches the regional program, but
wants to leave open the opportunity for the entities to
use theirowndata ifit is more relevant.




Rulemaking Process Proposal
Once the scope and schedule are confirmed and arulemakingis opened, Staff will look to hold up to

three workshops to address specificissues associated with the RA program. The first workshop will
allow stakeholders to give feedback on Staff’s straw proposal prior to opening up a rulemaking.
Following that workshop, stakeholders will be given achance to submit comments before Staff requests
that a rulemakingbe opened. The second workshop will allow stakeholders to give feedback on Staff’s
initial draftrules, and the final workshop will allow staff and stakeholders to discuss any potential
changesto the draft rules made afterthe first workshop and before the comment period closes.

The rulemaking will then moveto the formal phase. The proposed schedule is shown below.

Late Nov

Early Dec

Mid Jan
Late Jan

Early Feb
Late Feb

Early Mar

Early Mar
~90 days

Comments

Public Meeting

Draft rules
circulated
Comments

Workshop
Workshop

Stakeholder
Comments
Public Meeting

Formal Rules

Workshop to discuss Staff’s proposal toopena
rulemaking, following the proposed rulemaking process
below, and starting from the scope of issues presentedin
the straw proposal table above

Stakeholder comments onthe proposed rulemaking
processand scope of issues

Staff will request arulemaking be opened using Staff’s
proposed scope of issues as a starting point

Note: Staff will also use this opportunity to update the
Commission on the outcome of the LRE filings and other
available information about the state of RA in the region

Staff circulates draft rule language

Stakeholder opening comments on Staff’s draftrule
language

Workshop to discuss draftrules

Second workshop to discuss incorporated feedback from
the firstworkshopif needed.

All parties’ final comments

Public Meetingto move to formal rulemaking

Formal rulemaking concludes, implementation dockets
can begin ~May 2023



Straw Proposal Workshop Information

e Date: Wednesday, October 19, 2022
e Time: 1:00 p.m.-4:00 p.m.

Join on your computer, mobile app or room device

Click here to join the meeting

Meeting ID: 237 566 310 068
Passcode: kgDmMW

Download Teams | Join on the web

Or call in (audio only)

+1503-446-4951,,546224562# United States, Portland

Phone Conference ID: 546 224 562#

Find a local number | Reset PIN

Learn More | Meeting options

Questions
If you have questions on the process or content of this workshop, contact:

Curtis Dlouhy

Utility Strategy & Integration Division
503-510-3350
Curtis.Dlouhy@puc.oregon.gov

/sl Curtis Dlouhy

To receive meeting notices and agendas for this docket, send an email to puc.hearings@state.or.us,and askto

be added to the servicelistfor Docket No. UM 2143.You will then receive emails with workshop details, when
new documents have been added to the docket, or there is a change to the schedul e.


https://teams.microsoft.com/l/meetup-join/19%3ameeting_MDQ1ZDJhMTgtM2E0OC00N2FiLWIzZjItZmIyYzBiYThiMjhj%40thread.v2/0?context=%7b%22Tid%22%3a%22aa3f6932-fa7c-47b4-a0ce-a598cad161cf%22%2c%22Oid%22%3a%22e07f5ada-7501-4650-ad9b-db4b06a49d90%22%7d
https://www.microsoft.com/en-us/microsoft-teams/download-app
https://www.microsoft.com/microsoft-teams/join-a-meeting
tel:+15034464951,,546224562# 
https://dialin.teams.microsoft.com/6695bda5-c841-4ea8-9531-d54eb9fd5334?id=546224562
https://dialin.teams.microsoft.com/usp/pstnconferencing
https://aka.ms/JoinTeamsMeeting
https://teams.microsoft.com/meetingOptions/?organizerId=e07f5ada-7501-4650-ad9b-db4b06a49d90&tenantId=aa3f6932-fa7c-47b4-a0ce-a598cad161cf&threadId=19_meeting_MDQ1ZDJhMTgtM2E0OC00N2FiLWIzZjItZmIyYzBiYThiMjhj@thread.v2&messageId=0&language=en-US
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mailto:puc.hearings@state.or.us
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