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Summary

Energy Trust renewable energy programs are built on the assumption that projects’ above-
market costs will be reduced by Oregon’s Business Energy Tax Credit (BETC). Recent changes
in BETC have called this assumption into question: funding for BETC is now capped and under
new temporary rules, the number of projects to be funded is limited and also competitive. In
addition, BETC itself is set to sunset in 2012 and may or may not survive after that date. This
paper outlines potential effects on the Energy Trust renewable energy program and how Energy
Trust might manage these effects.

Background

e Before 2007, BETC provided a tax credit of 35% of commercial project costs;
after 2007, the BETC was 50%.

e To contain BETC's skyrocketing costs, in 2010 the legislature established BETC
dollar caps for renewable projects:

- $300M for renewable projects July 1, 2009 through June 30, 2011
- $150M for projects July 1, 2011 through 2012

- The Oregon Department of Energy (ODOE) will allocate BETC by
assigning projects to cost-based tiers; more costly projects are subject to
more stringent criteria.

e Of the $300M for 2009-2011, ODOE has certified $220M in projects.

e ODOE intends to allocate the remaining $80M for projects through June 30, 2011
in three tiers spread over two cycles:

- Tier 1 is for relatively small projects, allocated first-come, first-served

- Tiers 2 and 3 will be allocated on a competitive basis; ODOE has just
issued an Opportunity Announcement for these tiers; decisions about
project funding will be made by August, 2010 for Tier 2 and November,
2010 for Tier 3

- $60 million will be allocated for now through the end of this year, and
- $20 million will be available after for projects in the first part of 2011

e The table below summarizes the allocation of credits:
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$300M 1st Biennium July 09-June 11

M th h| ~$20M th h [$150M 7/1/11-
$220M Existing Precertifications 360 roug 320 rough | $150 1
Dec 2010 6/30/11 12/31/12
% Credits | # Projects Resource Mi?‘ by $ tax % Credits % Credits % Credits
credit
Tier1<$250k | 6% 263 | B3%solar, 7% biomass, 17%
4% wind
Tier 2 $250k- 0 60% solar, 32% biomass, o
<43M 12% 40 8% geo/hydro 33% TBD TBD
33% solar, 28% wind
. o ) , o
Tier 3 >53M 82% 22 15% biomass, 15% hydro 50%
100% 325 100%

e There are still many unknowns: the criteria that will be used to rank and sort
projects, how funds will be allocated after 2010, and how the $150M for the next
biennium will be allocated. In addition, the 2011 legislature could make further
changes or allow the entire program to lapse after 2012.

Discussion

e A capped and competitive BETC has potentially significant implications for

Energy Trust’s renewable energy program. If projects are not able to secure
BETCs, Energy Trust would expect above-market costs to increase more than
three-fold.

o Based on a sample of recent projects, here are the potential effects:

Project type aMw Above-market Above-market Increase
cost with BETC cost w/o BETC

Hydro 1.53 $1,354,725 $7,654,725 5.7X

Wind 2.98 $1,521,000 $5,798,000 3.8 x

Biopower 0.68 $2,695,296 $4,366,941 1.6 X

Solar 0.012 (100 kw) $158,530 $450,231 2.8 x

TOTALS $5,571,021 $17,819,666 3.2Xx

o These changes will likely have some impact on our ability to meet 2010 goals.

- The amount available for smaller projects in Tier 1 appears sufficient to
capture the expected volume of Energy Trust projects.

- Most of the larger projects we expect to complete are already pre-

certified. The main exceptions are a 200 kW biopower project and some
commercial large-scale solar, which will have to compete for Tier 2 funds.

- We estimate that in 2010 about 1 aMW of the conservative goal of 4.1
aMW is at risk.
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e Effects in 2011 are likely to be more dramatic because few of our Tier 2 and 3
projects are pre-certified for BETC. We estimate that 4.5 aMW of our efforts are
at risk. Among the effects we may see:

- Projects that delay their development schedules to take advantage of
BETC review processes;

- Larger incentives required to make up for the lack of BETC, reducing the
number of projects Energy Trust can fund;

- Projects that had no above-market costs with BETC will have above-
market costs without BETC, resulting in new project opportunities for
Energy Trust.

e Energy Trust sees a range of short-term responses:

- Option 1: Business-as-usual:

» Proactively negotiate incentives assuming BETC for projects with
a good chance of success;

» |f budget allows, adjust incentives for projects that do not land a
BETC; and continue to provide technical assistance to move
markets.

- Option 2: Align our project choices with those of the state’s competitive
process if projects serve PGE or Pacific Power customers and need
Energy Trust funds.

= This option would first fund projects that get a BETC; this may be
at the expense of our strategy to support a mix of technologies
and markets.

= This approach will maximize the generation we can achieve within
the limits of BETC and Energy Trust funds.

- Option 3: Hold back and react to BETC changes as they unfold In 2011

= See what projects come in, review them in our current process,
and re-visit our strategy once BETC shakes out and our role is
clearer.

= Under this approach, even if budget allows, we would not
necessarily fund projects that do not receive BETC if the
necessary amount is significantly more than we would pay today
with a BETC.

= This approach could create a larger carryover of uncommitted
funds, leaving money to implement a revised strategy in mid-to-
late 2011 for projects in 2012.

Recommendation

o Staff recommends a combination of the first and second options, with an
emphasis on proactively supporting projects that will advance our strategic
market development goals.

- We think this approach is likely to do the best job of producing renewable
energy, growing renewable energy markets, and maintaining a steady
presence in the marketplace.
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- It also would allow us to actively help projects satisfy BETC criteria, and
we can reassess our approach as BETC developments unfold.

¢ We do not recommend option 3. We need to stay open for business. If we put
funding decisions on hold while changes settle out, all of our programs will be
affected. We need to continue evaluating projects, building a pipeline and
committing dollars to projects.

e We need to recognize the evolving BETC criteria and make contingency plans:

- Staff will develop two budgets this fall to allow for different BETC
scenarios.

- In the case of projects where we can compensate for a lack of a BETC,
the contingency will include a higher incentive amount.

- For projects with larger above-market costs where we cannot
compensate for a BETC, we will be unable to fund the project.
Government-sponsored projects with poorer economics may fall into this
category.

e If projects cease to be viable without a BETC, we may need to rethink our
strategy of supporting a mix of technologies.

e Similarly, we may need to lower our generation goals.

¢ Finally, we plan this summer and fall to hold broader conversations with
stakeholders to reassess how to support small-medium renewable development.
Questions for discussion include:

- What portfolio of <20MW projects brings most value to the state?

- How might this portfolio change in the short versus longer-term and how
should we balance this?

- If incentive dollars are constrained, what other market and regulatory
barriers can be reduced in order to lower installed cost?

- Which of the renewable set of technologies is it best to fund with relatively
less leverage for Energy Trust funding?
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The Energy Trust bylaws provide:

3.3 Election and Term of Office. Directors may be elected at any meeting of the
board of directors by a majority vote of the directors then in office. Directors shall
serve rotating three (3) year terms, so that no more than one-third (1/3) of the
directors then in office have terms expiring in any year. Upon the expiration of
their three (3) year term (except in the case of initial directors, whose terms may
be shorter than three (3) years), directors' terms shall effectively end at the later
of: (a) the next annual meeting of the board of directors following expiration of
their term, or (b) when their successors have been elected and take office.
Directors may serve for successive terms.

3.4 Resignation. Any director may resign at any time by delivering written notice
of resignation to the President or Secretary. Such resignation shall be effective
on receipt unless it is specified therein to be effective at a later time, and
acceptance of the resignation shall not be necessary. Upon the resignation of
any designated director, the body who appoints or elects that director shall be
immediately notified in writing by the Secretary of such resignation and a request
shall be made for said director's immediate replacement.

Current board member terms, committee assignments and offices:

Term Term Committees Current
began ends office
Rick Applegate 2/2003 2/2012 Nominating Vice
Policy President
Strategic planning
(chair)
Dan Davis 12/2009 2/2013 Evaluation
Jason Eisdorfer 3/2001 2/2012 Policy (chair)

Strategic planning

Dan Enloe 4/2008 2/2011

Finance
Evaluation

Roger Hamilton 4/2008 2/2011

Executive director
review
Policy

Julie Hammond 4/2003 2/2012 Audit (chair)
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Al Jubitz

4/6/2005

2/2011

Compensation
Strategic planning

Debbie Kitchin

4/2004

2/2013

Finance
Evaluation (chair)

Secretary

John Klosterman

1/2002

2/2011

Compensation (chair)
Finance (chair)

Treasurer

Caddy McKeown

11/2005

2/2012

Audit

Executive director
review (chair)
Policy

Alan Meyer

9/2005

2/2013

Nominating (chair)
Policy
Evaluation

Preston Michie

4/6/05

2/2011

Audit
Nominating
Compensation

John Reynolds

3/2001

2/2013

Ex officio, all committees

President

John Savage

11/2003

Strategic planning (ex
officio)

Ex-officio

ODOE special
advisor

Strategic planning (ex
officio)
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Summary

o Congress is expected to enact legislation creating a program called Home Star,
which would provide federal rebates for energy efficient home retrofits.

e Alaw isn’t expected to pass before mid-July. Currently, there are two different
bills: one that the House has passed, and one that the Senate bill is considering.
Appropriations will be required after a law is enacted. The bills have very short
implementation timelines, so things could happen quickly after Congress acts.

e The question is whether the board is comfortable with staff exploring a significant
Energy Trust role in implementing the program in Oregon.

e This opportunity will be raised by Oregon Department of Energy Executive
Director, Bob Repine, during his remarks on June 11, and discussed further on
June 12.

Background

o The Home Star program is a proposed jobs/energy program analogous to the
“Cash for Clunkers” program for cars. It would provide rebates to homeowners
when they agree to buy certain energy efficiency improvements.

e The law would authorize about $5.5 billion in consumer rebates for individual
measures (the “Silver Star” program), and for whole-home improvements (the
“Gold Star” program). Another $600 million would cover state administration and
quality assurance.

e The Silver Star program would be authorized for one year, and the Gold Star
program for two years. The current Senate bill would allow tax credits for whole-
home retrofits that meet certain standards, through 2013.

e There are plans to continue funding beyond these timelines, but no assurance.
e At the time of this writing, the mechanics would be:

- Single family homeowners receive rebates at the time energy efficiency
measures are purchased from a retail store or installed by a qualified
installation contractor. Rebates to homeowners take the form of reduced
materials pricing for do-it-yourselfers or a project cost reduction for
measures installed by qualified contractors.

- Retailers and contractors would apply to the US Department of Energy
(USDOE) for rebates via “rebate aggregators” chosen by USDOE.
Aggregators would make sure applications are complete, forward
applications with appropriate data to USDOE, and distribute funds to
retailers or contractors when they are received from USDOE. Aggregators
may be state programs, utility programs, retailers, federal power
marketing agencies, or others.

- Rebates would be available for efficiency improvements in electric, gas,
propane, wood or oil consumption.
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- Arandom selection of rebate projects would be field-checked by “quality
assurance providers” (QA providers) to ensure contractor work is well
done. QA providers would be chosen and overseen by states, likely
through state energy offices like the Oregon Department of Energy
(ODOE). Rebates would not be delayed by QA.

- Rebate aggregators and QA providers would be paid on a piece-work
basis (e.g., $25 per rebate, $150 per QA inspection, for Silver Star).

» Program structure

Az
“

(State Framework)

(State-qualified, certified)

Trust

of Oregon

- The bills would authorize a loan program along the lines of Clean Energy
Works Portland, to be administered by the states.

- The bills authorize program savings to be credited against utility savings
targets established by public utility commissions.

Discussion

1. Should Energy Trust be involved in Home Star implementation at all?
o Pros:

» |f Energy Trust were an aggregator, it could leverage the federal
program, using Home Star rebates for eligible measures and
Energy Trust incentives for Home Star-ineligible measures. For
example, an estimated $1,200 in Energy Trust incentives would
be displaced by rebates for each whole-home Home Star
package, freeing $1,200 in incentives for other projects or to
deploy additional outreach resources to facilitate more projects.

= Because Home Star rebates are richer than Energy Trust
incentives, we would expect to reach more homes and measures
than otherwise. For example, we could use federal funds for
measures we do not currently support, like single-family 90+%
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o Cons:

efficient gas furnaces, or services for propane, wood and oil
heated homes.

Overall, the prospect is broader, deeper penetration and
increased energy savings. The program would hope for 15-30%
increased activity while the rebates last.

Considering only the cost of processing rebates and QA service,
with no incremental delivery or administrative costs, we may be
able to more than cover our costs with the fees paid by USDOE.

There would be accounting and reporting obligations. The bills
don't specify these, but at a minimum, we would need to set up
different program accounts in the financial and FastTrack systems
to segregate this work. Energy Trust staff and PMCs would likely
need to track their time separately, particularly for oil, wood and
propane-fueled homes if these were included. What more
accounting and reporting obligations would be required is unclear.

2. Should Energy Trust provide services for fuels other than electricity and gas?

o Pros:

o Cons:

Handling rebates relating to oil, wood and propane customers
could significantly help us to reach rural energy users and others
who have few efficiency program options.

Serving other fuel types could lead to more electric and gas
savings.

We may need to justify to utilities and the OPUC use of electric
and gas funds to reduce consumption of more than just electricity
and gas. It is possible, however, that after federal reimbursement
there would be no net charge to electric or gas funds.

3. Should Energy Trust act as a QA provider?

a. Pros:

Energy Trust has a network of QA contractors and QA standards;
whether or not Energy Trust is a “QA provider,” carrying this
infrastructure into Home Star would help implement Home Star
and minimize complications with Energy Trust programs.

If Energy Trust were a QA provider, it would be paid for QA
activities that are already being conducted. Compensation for oil,
wood, or propane projects could also mitigate concerns about
using electric and gas funds for Home Star.

b. Cons:

Yet more administrative, accounting and reporting obligations.

4. Should Energy Trust pay incentives to retailers or contractors before
receiving reimbursement from USDOE?

a. Pros:
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= Other aggregators, e.g., Home Depot, allow contractors to make
purchases with no payment for 30-60 days. If competition among
regional rebate aggregators is intense, Energy Trust programs
may be more attractive if they offer up-front contractor
reimbursement.

b. Cons:

* An estimated $85,000/year in interest expense from funds
borrowed for advance rebate payments while rebates are
processed (assuming it takes 60-90 days).

= Risk that advanced rebates are not reimbursed because of
contractor non-compliance, problems at USDOE, etc. If we
advanced $250,000 - $450,000 per week (based on today’s
incentive application volume), and were never reimbursed for 5%
of those sums, the exposure would be about $210,000.

» Additional accounting and administrative costs associated with
keeping track of advances and reimbursement.

= If Home Depot can provide financing for free without increasing
other costs, is it prudent to use ratepayer funds to compete?

5. Should Energy Trust provide these services beyond existing service
territories?

» BPA has said it will serve as rebate aggregator for consumer-
owned utility territories, in which case going beyond existing
territories may be moot.

Next Steps

o If the board is amenable, staff will pursue these options, reserving judgment
about whether to offer up-front rebate compensation to contractors, and probably
not going beyond existing service territories.

e As the Home Star program develops, staff will keep the board apprised.

Page 4 of 4





		Briefing Paper




Iz
N

EnergyTrust

. . of Oregon
Briefing Paper
IT Integrated Solutions Project Update
June 12, 2010

Summary

This paper reports the status of the Integrated Solutions Project, scheduled for board action at
the July meeting. For further detail, see the briefing paper provided for your May 5, 2010
meeting.

Background
e The Integrated Solutions Project (ISP) aims to replace two or more of our three main IT

applications with a more tightly integrated solution.

ISP’s objectives are to:

o Improve productivity and program management

o Improve work flows by automating processes and eliminating unnecessary steps
0 Provide programs with stronger management and customer service tools

o0 Provide a strong, flexible and scalable foundation for growing demands.

e A Steering Committee composed of senior staff, three outside experts, Al Jubitz and Dan
Enloe oversees the project.

e A Request for Proposal (RFP) was issued March 19, 2010.

e A selection committee reviews and ranks the proposals. The committee is composed of
Steve Lacey, Sue Meyer Sample, Peter West, Debbie Blanchard and Amber Cole, two
outside experts (Mark Roller, IT Director for NEEA and Joe Prats, IE4Solutions, plus
support from staff experts.

Responses
o Five complete responses and two partial responses were received. The partial
responses were eliminated after an initial review. Two responses proposed a Microsoft
Dynamics solution; one of these was eliminated after analysis of the strength of the
implementation providers.
e Four proposals were selected for more thorough review:
0 One proposal is a fully-integrated, SAP All-in-one solution
o0 One proposal offers a Microsoft Dynamics solution that integrates financial
accounting, project tracking and customer contacts with custom development.
0 Two proposals, one using Epicor 9 and one using Netsuite, would use either a
FastTrack retrofit or an additional software product to complete their solutions.

Ranking Criteria
o We are using the following criteria to score the proposals:

o0 Strength of the solution (30%) — the software’s ability to meet Energy Trust's
requirements with minimal risk.

o0 Strength of the implementation approach (20%) — the match of the
implementation approach to Energy Trust’'s environment and risks.

0 Strength of the implementation services provider (25%) — the fit of the
implementation service provider to the Energy Trust perspective and risks.

0 Cost (25%) — Total cost of ownership over a 15-year period, including
implementation, licensing, maintenance and enhancement infrastructure.

Page 1 of 3
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Preliminary Cost Estimate

e Of the preliminary responses, three are within 10% of budget; one is 35% over.

e The following costs are still being developed:
o0 Estimates for changing FastTrack to integrate with the partial solution options
o Estimates for a 3" party real estate add-in solution to integrate with the partial

solution options

o0 Solid consulting costs and software license estimates
0 Total cost of ownership for a 15 year system life
e The following table compares the proposals’ cost estimates to the budget:

Description Budgeted Proposals
2010 2011
Estimated | Estimated
ISP Cost Description Cost Cost Total Low High
ISP software* 350,000 150,000 500,000 190,404 732,000
ISP consulting* 594,000 740,000 | 1,334,000 528,600 | 1,559,200
ISP Hardware* 24,000 24,000 - 100,000
Contract Project Manager* 156,000 156,000 312,000 262,000 262,000
Training content contractor 25,000 53,000 78,000 134,000 260,000
Training Implementation
Services 182,000 182,000 - -
IT specialized training 18,000 18,000 - 16,000
Business Process Analysts 200,000 200,000 100,000 200,000
ETO Backfill for IT resources 69,000 165,000 234,000 234,000 234,000
Staff Backfill/support** -
Ongoing Software License
over total 5 years *** - 219,412 691,756
Testing Services *** - 175,000 275,000
Contingency - - 238,328
Bonus***
Other (Vendor travel, other,
Mmisc) *** - - 233,880
Total estimate 1,418,000 [ 1,464,000 | 2,882,000 | 2,823,932 | 4,190,080

* Capital costs total $2.17M, to be depreciated over 3 years
** Included in operating budgets

*** Unbudgeted or categorized costs

Preliminary Timeline

e The proposals estimate 6 - 10 months to implement a solution, not taking into account
potential Energy Trust workload and resource constraints.
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Next Steps
e To focus the process further, the Steering Committee decided that the top one or two
vendors will be engaged in a one- to two-week design phase, to:
0 Better define deliverables and schedule
o0 Allow us to “test out” the implementation provider teams’ fit and skill
o0 Simplify contracting
¢ On-site demonstrations, with standardized scripts, are scheduled from June 1 through
June 16. Selection committee members and Energy Trust subject matter experts will
attend as appropriate.
Scoring and ranking solutions
e Selecting top one or two vendors
o Detailed design effort utilizing balance of RFP budget to get firm estimates, schedules,
resource pull and engagement terms
e July 29" - Board resolution to approve top vendor
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Summary

The 2009 strategic plan noted that the plan’s electric efficiency goals include a block of
industrial energy savings for which there is no funding under current law. We have asked
Michael Early, executive director of the Industrial Customers of Northwest Utilities, to address
this issue.

Background

e The electric utilities’ integrated resource plans (IRP) include energy savings for
sites that use more than one average megawatt per year.

e The 2007 Oregon Renewable Energy Act prohibits the use of supplemental
energy efficiency funding for these large energy users. In other words, Energy
Trust is funded to achieve large-user energy efficiency under SB 1149 (the three-
percent public purpose fund), but not under the 2007 law that authorized
supplemental electric efficiency funding.

e To implement this provision, for projects at above-1 aMW sites, Energy Trust
agreed to not increase annual funding above levels provided before 2007.

¢ While data available today do not allow precise analysis of this constraint (see
below) it appears that with this limit, Energy Trust could fall short of IRP large-
customer goals before long.

Discussion

e This issue has two aspects:

o First, people have varying ideas of how large this problem is. As the 2009
strategic plan noted, because of restrictions in Oregon administrative
rules, we do not currently have the data we need to “size” this problem
with any precision. Nevertheless, even given the data limitations, we
estimate that if we hold annual funding for above-1 aMW sites at pre-
2007 levels, savings, by 2014 we would likely fall short of IRP goals by
15-45 average megawatts.

0 The second aspect is the primary focus of this agenda item: How should
this constraint be approached? Is it a problem? If so, to what extent
should Energy Trust be part of a solution? To what extent should it be
addressed by other means?
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Summary

Staff is exploring the idea of providing incentives to renewable energy projects earlier in the
development process, prior to completion. This briefing is meant to test the board’s willingness
to entertain this approach on a pilot basis. Two figures are attached to the paper: Figure 1
shows the renewable energy project development process overall; Figure 2 shows how Energy
Trust incentives might be deployed differently via a construction loan, a portion of which would
be forgiven at project completion.

Background

o Historically, Energy Trust has paid incentives only after renewable projects are
completed. We help fund pre-construction feasibility studies and analysis, but
expect projects to fund their own permitting, environmental and interconnection
studies, engineering and management.

e Our own experiences and studies commissioned by Energy Trust indicate that
well-conceived renewable projects with capable developers are languishing
because they lack funding after completing preliminary studies and before
projects are completed.

o We believe this is a factor that limits our ability to meet our renewable energy
goals.

e The studies offer several reasons why projects have a financing challenges:

o Long timelines and unfamiliar development processes worry financial
institutions;

o0 Without significant equity, projects scramble to patch together high-
interest venture capital or other financing, often at the expense of time
spent on other aspects of the development process;

0 Lenders lack experience with renewables and often consider technologies
unproven, even though Energy Trust considers them commercially viable
technologies; and

o Lack of general project development expertise and a solid, experienced
team concerns lenders.

e Our recent experience confirms these perceptions:

0 Anirrigation district building a hydropower project encountered difficulties
paying construction costs due to the timing of numerous grants and loans,
resulting in project delays. An incentive payment in the form of a
construction loan would have helped keep the project on track. The
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developer indicated interest in Energy Trust construction financing for
their next project, anticipated in 2011.

0 A central Oregon wind project is delayed due to difficulties in assembling
financing. Once all sources are final, this project can be completed within
6 months. Construction financing would have helped complete the project
financing package.

0 Another irrigation district hydropower developer is considering 1-2
projects and has repeatedly asked about options for incentive payouts
including early payment or loans.

0 We examined these projects and consider them viable but for the lack of
construction financing. The project owners and developers were
experienced and well-organized, and the projects have cash flows to
support long-term debt.

0 We have had positive results as we have provided more targeted support
services up front over the past few years (up to $40,000), and have seen
some complex projects move through development. However, these
same projects are still being stopped by lack of financing.

Energy Trust has also seen projects we would not consider financially viable
even if our incentive dollars were used for construction expenses. These projects
have not passed our due diligence review and we advised developers to rework
their design or funding structure.

Discussion

Staff would like to proceed with a pilot-scale initiative with limited budget and time
to test whether Energy Trust can effectively address this problem. Given that
projects stall for more than just financing difficulties, the pilot would carefully
screen projects to eliminate those with challenges other than financing.

The purpose of the pilot would be to test whether Energy Trust can increase the
volume and pace of projects by providing above-market-cost construction loans
to well-conceived projects with capable management. ,.

Scope:
o Construction loans with a portion of the loan forgiven on project
completion
0 Projects subject to more intensive due diligence review
o0 Two projects (each to exceed $1M total cost and 250kW capacity)
0 Any technology
o Time frame: 2010 - 2011
0 Incentives limited to: (a) above-market-cost ; and (b) 10% of 2010/2011

incentive budgets, $1.2M cap

Management:
0 Manage in-house
o Contract for: (a) Project finance specialist; and (b) Loan servicing and
collection
0 Loan review committee: ETO senior staff, external expert

Budget:
o Contracts: Legal assistance re: loan documents, project finance
specialist, loan servicing and collection $150,000-160,000
0 Loan review committee (senior staff + expert) 4 hours/member
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Next Steps

e If the board is willing to entertain projects of this type, staff will begin to identify
projects and propose funding for them at future board meeting(s).

Page 3 of 5
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Figure 1

Renewable Energy Project Development Process
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Figure 2

Current timing of incentives:
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- ETO-wide Planning Process—4 Stages

: : : Operational Budgeting &
Strategic Plannin _
g g SEEUDT [PIRIAING Planning Mgmt Systems
Outcomes: Outcomes: Outcomes: Outcomes:

10 year aspiration
*5-year strategic areas of
focus & plans

*Planning guidance to
organization

*Market analysis—needs,
potential savings

«3-5 year sector vision,
goals & strategies
*Program portfolio—goals,
strategies, plans
eImplementation
requirements

1-year tactical plans
(objectives, strategies,
plans, resources,
milestones)
*Resource trade-off
decisions

*Operational budgets
*1-year work plans
*Management system for
implementation

Process:

*Board & Senior Staff
involvement
*Timeframe: Every 3-5
years

Process:

» Sector Leads drive;
Mgmt Team review

» Market input process

» Timeframe: Every 3-5
years; annual updates

Process:

*Managers lead process
within teams
*Timeframe: Annually

Process:

» Budgeting process
finalizes plans

* Managers create work
plans & mgmt systems

» Timeframe: Annually
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Risk & Opportunity Assessment

Strategic Risks &

Opportunities:

» Board & Senior Staff
define strategic level
risks & opportunities

* Definition of sign posts
and responses

Sector/Program Risks:

» Assess market, sector
& program risks/
opportunities as part of
Sector Planning

* Sign posts & responses
incorporated into plans

Operational Risks:
*Assess potential risks to
budget, operational
success and goal
attainment as part of
Operational Planning
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Examples of Strategic Risk

Categories

 Local Policy Environment (legislative,
regulatory)

* Federal Policy (energy, climate, incentives, etc.)

» Key Relationships (utilities, other key

stak
e Mar
e Trao

eho
ket/”

ders)
‘echnology Changes

eA

e Pub

ly/Partner Capabillities

Ic Perceptions

Trust

of Oregon





		Slide Number 1

		ETO-wide Planning Process—4 Stages

		Risk & Opportunity Assessment

		Examples of Strategic Risk Categories




Agenda

Al
N

EnergyTrust

of Oregon

Board Strategic Planning Workshop and Board Meeting
Reed College, Vollum Lounge

3203 SE Woodstock Boulevard, Portland, Oregon

June 11 - 12, 2010

Friday, June 11

8:00-8:30 am Arrival; refreshments

8:30-10:00

10:00-10:15

10:15-11:45

11:45-12:30

12:30-1:45

1:45-2:30

2:30-3:15

3:15-3:30

3:30-4:15

Welcome - Rick Applegate, Energy Trust Board Strategic Planning Chairperson

Opening presentation/discussion
What does the future hold for Oregon energy policy in 2011 and beyond?
Lee Beyer, former chair, Oregon Public Utility Commission

Break

Tab 1

Strategic utility topics - What industry drivers may significantly influence utility and
Energy Trust collaborations and future opportunities?

Jim Abrahamson, Cascade Natural Gas; Carol Dillin, PGE; Bill Edmonds, NW
Natural; Pat Egan, Pacific Power

Lunch

(Afternoon subjects will be 15-20 minutes of presentation, followed by 25-30 minutes
for open discussion)

Tab 2

How might anticipated changes to the Business and Residential Energy Tax Credits
and the advent of federal Home Star legislation create new opportunities and
challenges for ODOE and its relationship with Energy Trust?

Bob Repine, Director, Oregon Department of Energy

Tab 3

How do we plan for and bridge the gap between industrial energy savings targets
assumed in integrated resource plans and current SB 838 funding restrictions?
Michael Early, Executive Director, Industrial Customers of NW Utilities

How do we maintain common ground for both energy efficiency and renewable
energy as we create Oregon's energy future?
Catriona McCracken, Legal Counsel, Citizens Utility Board

Break

Tab 4

Is providing financing for certain renewable energy projects a viable role and option
for Energy Trust to consider?

Elaine Prause, Senior Renewable Energy Business Program Manager





Friday, June 11, continued:

4:15-5:15 Tab 5

Follow-up and Planning: Rob Fenty, Coraggio Group

Brainstorm - What opportunities and risks from today's presentations most
warrant additional discussion tomorrow morning? (40 minutes)

Briefing - How is annual planning to achieve strategic goals being conducted?
(20 minutes)

0 Strategic planning by sector and for renewable energy technologies

0 Integration with organization-wide strategic planning

0 Incorporating risks and opportunities

5:15-5:30 Re-cap, feedback and adjournment
Rick Applegate

5:30 Annual summer barbeque, Reed College Student Union
All board, staff and families invited

Saturday, June 12

8:30-9:00 am Arrival and hot breakfast (Board only)

9:00-9:30 Executive session (personnel)

9:30-9:35 Consent agenda: Executive Director compensation

9:35-10:30  Re-cap and discussion of topics identified during day one
Rick Applegate, et al

10:30-10:45 Break

10:45-11:15 Tab 6

Home Star

BETC/RETC

Renewable Energy Financing
Other

Staff Briefing - Integrated Solutions Project Update
Debbie Blanchard, Director, Information Technology

11:15-Noon Tab 7

Discussion of board member transitions/composition
John Reynolds and Rick Applegate

Noon Lunch

1.00 pm Re-cap, feedback and adjournment
John Reynolds and Rick Applegate
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Briefing Paper
Strategic Utility Topics
June 11-12, 2010

Summary

Energy Trust's funding utilities are working together on a presentation titled “What industry
drivers may significantly influence utility and Energy Trust collaborations and future
opportunities?” Though we do not have a full picture of the presentation, this paper provides
background on subjects the utilities are considering. All of these subjects are areas in which
Energy Trust and the utilities have common interest:

“GAP Analysis”

Would it be possible to analyze where we are not getting savings and what barriers need to be

overcome, and options for overcoming these barriers? Below is an explanation of how we have
approached this in the past. In addition, Rob Fenty of the Coraggio Group will brief you on June
11 on a planning process that we expect to serve a similar purpose.

Here is how Energy Trust identifies conservation opportunities, technical and market barriers
and potential solutions now:

¢ Annually, Energy Trust does a comparative analysis of conservation resource potential
by technology and major market, how Energy Trust programs are achieving savings, and
whether there are areas where progress is inadequate. This analysis is typically done
early in the year, and helps guide marketing and development of new initiatives. In years
when utility integrated resource planning is also done, this analysis feeds IRPs.

e At the same time, Energy Trust uses end-use data to identify where efficiency measures
seem insufficient, or where there is no programmatic approach. We use this information
to guide technology development efforts and prospect for new strategies. Using this
approach, for example, we identified efficiency gaps in rooftop heating in commercial
buildings and home electronics. After identifying the rooftop heating gap, we helped start
a national initiative to work with manufacturers to develop options. After identifying the
electronics gap, we researched options, helped bring a TV initiative to NEEA, and are
encouraging NEEA to diversify to other electronic devices.

o We regularly explore new opportunities and innovative approaches in various forums
such as NEEA's regional working group on emerging technologies, the Regional
Technical Forum, conferences, and regional and national working groups. These
activities have led to several current pilots, e.g., an approach to duct sealing that does
not require home testing, based on experience at Puget Sound Energy and coordinated
research with BPA on variable-refrigerant-flow space conditioning for commercial
buildings.

e Any of these activities may feed into policy processes. For example, we identified
barriers to rental and small commercial efficiency, which helped legislators and others
explore ways to test innovative financing and delivery tools for these markets.
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Coordinating Utility and Energy Trust Customer
Communications

Energy Trust and the utilities spend a great deal of time coordinating customer
communications, and in general the results are good. At the same time, this is an area of
continuing discussion with opportunity for improvement.

Here is how communications are coordinated now:

o Energy Trust engages in annual outreach and marketing planning separately with
each utility. The result is an annual schedule of Energy Trust communications for
customer bills, co-branded or co-sponsored promotions, and coordinated or joint
media buys.

¢ \We meet regularly with each utility to coordinate marketing. We discuss new
opportunities and provide updates on activities on the annual schedule. Meeting
frequency ranges from monthly to twice a year, based on utility preference.

¢ Regular e-mail and phone communications on development, review, and delivery
of content and collateral.

¢ Joint development and execution of special campaigns, PR opportunities, events,
and other promotions as agreed.

Co-branding: Most Energy Trust marketing collateral, all advertisements, all press
releases, web site, e-mail and other communications targeting a general customer
audience now include a statement naming all four utilities. Communications using
targeted utility customer channels, such as utility bill inserts and customer event
invitations, are co-branded by Energy Trust and the individual utility.

Coordination beyond the utilities: Energy Trust coordinates the results of utility
interactions with several program management and other contractors. Moreover, some
Energy Trust programs and services are communicated via Energy Trust’'s network of
1500 trade ally contractors. Energy Trust offers modest co-op marketing support for
trade allies. In many cases, the trade allies control the content of their marketing with
mention of Energy Trust incentives.

Here are factors Energy Trust thinks about in considering how best to coordinate:

¢ Utilities have important marketing assets: established market recognition,
customer account representatives and customer relationships, credibility, and
low-cost, high-saturation communication channels such as bill inserts,
newsletters, and utility websites. They also have greater visibility within the
community through established community relations programs.

o Utilities and their customers see value in being associated with energy efficiency,
which can translate into higher customer satisfaction ratings in consumer
surveys.

e Energy Trust communications have two major strengths:

- First, we promote comprehensive energy efficiency solutions, plus
renewable energy solutions. Because many homes and businesses use
both electricity and gas, our messages engage customers with both
needs, reach savings for both fuels simultaneously, and provide
assistance with renewable options.
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- Second, Energy Trust is in the business of acquiring energy savings and
renewable generation. This perspective can be an asset for reaching
customers who many not understand a utility’s interest in conserving fuel.
By communicating our relationship with their utility, we also can help
customers understand the importance of this connection.

o Efficiency programs work best by making it easy for customers to save energy,
avoiding unnecessary transfers from one entity to another, and minimizing the
number “clicks” or telephone transfers to get customers to programs.

e Targeted, co-branded customer communications with a single utility customer
communication channel are reviewed by both parties. General Energy Trust
communications are limited and do not include utility review. Energy Trust seeks
utility review of Energy Trust communications for a general audience only if utility
logos will appear on the communication.

The coordination activities noted above constitute a significant commitment of staff
resources, both for the utilities and for Energy Trust. Streamlining coordination could
save time and expense to ratepayers, while it would admittedly present challenges given
different interests, messaging, goals and schedules.

Pursuing Efficiency in a Bad Economy

Energy Trust closely tracks program participation to identify where economic conditions
may be reducing participation. This has resulted in several tactical changes to assure
that we meet goals and that customers maximize the benefit of efficiency in hard times.
Examples include:

¢ A new, limited-time industrial operations and maintenance pilot to help customers
with limited capital save energy.

¢ Higher incentives for new and existing commercial buildings, to match similar
industrial increases instituted last year.

¢ Rollover funds from 2009 being used to increase sales of showerheads and
energy saver kits (shower heads, compact fluorescents, flow restrictors, and
energy efficiency information) distributed directly and through schools. These
measures provide extremely good “bang for the buck” and help hard-pressed
customers to invest in beneficial but capital-intensive measures.

e Continued work to develop the Clean Energy Works Portland program and other
pilots to explore bill-financing to help consumers.

¢ Expansion of our manufactured home retrofit program and expanded eligible
measures installed in tenant units in the multifamily program.
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