CODE REVISER USE ONLY

RULE-MAKING ORDER OFFICE OF THE CODE REVISER
PERMANENT RULE ONLY STATEDFF”‘_""E’BSH'”GTDN

CR-103P (December 2017) || Twe. 1sspem

(Implements RCW 34.05.360) WSR 22-13-128

Agency: Department of Commerce

Effective date of rule:
Permanent Rules
31 days after filing.
1  Other (specify) (If less than 31 days after filing, a specific finding under RCW 34.05.380(3) is required and should
be stated below)

Any other findings required by other provisions of law as precondition to adoption or effectiveness of rule?
U Yes No If Yes, explain:
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RCW 19.405.130. The rules: Provide clarification of the requirement in RCW 19.405.040 that a utility use renewable or non-
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provide clarification on the treatment of storage resources under the requirement in Chapter 19.405 RCW.
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NEW SECTION

WAC 194-40-370 Accounting for electricity from storage resour-
ces. (1) The eligibility of renewable or nonemitting electricity to
demonstrate compliance with CETA is not affected by the use of storage
resources.

(2) Except for storage resources located on the customer side of
a retail meter, any electrical consumption or loss resulting from the
charging, holding, and discharging of storage resources is not consid-
ered retail electric load as defined in RCW 19.405.020(36).

(3) Any consumption or loss resulting from the charging, holding,
and discharging of storage resources located on the customer side of a
retail meter is considered retail electric load for the purpose of
compliance with CETA.

NEW SECTION

WAC 194-40-410 Use of renewable energy credits other than unbun-
dled RECs to comply with the greenhouse gas neutral standard. (1) A
utility may use a REC other than an unbundled REC to comply with the
requirements of RCW 19.405.040 (1) (a) or to demonstrate performance
compared to an interim target established under RCW 19.405.060(1) only
if the utility complies with the requirements of this section.

(2) The utility must acquire the REC and the electricity associ-
ated with the REC in a single transaction through ownership or control
of the generating facility or through a contract for purchase or ex-
change.

(3) The electricity associated with the REC must be:

(a) From a generating facility located within the utility's serv-
ice area or balancing authority area; or

(b) Acquired by the utility at one of the following points of de-
livery:

(1) The transmission or distribution system of an electric utili-
ty (as defined in RCW 19.405.020);

(ii) The transmission system of the Bonneville Power Administra-
tion;

(iii) The transmission system of any entity that is a participant
in an organized electricity market located in the Western Interconnec-
tion in which the electric utility is a participant; or

(iv) Another point of delivery designated by the utility for the
purpose of subsequent delivery to the utility.

(4) The electricity associated with the REC must be from a gener-
ating facility or contract that is part of a resource portfolio rea-
sonably expected to be capable of serving at least 80 percent of the
utility's retail electric load over each compliance period. Each util-
ity required under RCW 19.280.030(1) to prepare an integrated resource
plan must demonstrate compliance with this requirement by, at a mini-
mum, showing through an hourly analysis that the expected renewable or
nonemitting output of the resource portfolio could be generated and
delivered to serve at least 80 percent of expected retail electric
load. This demonstration must use inputs and assumptions consistent
with the utility's integrated resource plan and may be updated with
changes in its resource portfolio.
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(5) A REC is not eligible under this section if the utility sells
or otherwise transfers ownership of the electricity associated with
the REC in a transaction that (a) contractually specifies the source
of the electricity by fuel source or as renewable or (b) transfers the
nonpower attributes of the electricity.

NEW SECTION

WAC 194-40-415 ©Use of renewable energy credits to comply with
the 100 percent renewable or nonemitting standard. (1) Except as pro-
vided in subsection (2) of this section, a utility may not use a REC
to comply with the requirements of RCW 19.405.050(1) unless:

(a) The utility acquired the REC and the electricity associated
with the REC in a single transaction through ownership or control of
the generating facility or through a contract for purchase or ex-
change; and

(b) The utility did not use the associated electricity for any
purpose other than supplying electricity to 1its Washington retail
electric customers.

(2) A utility may use any REC to comply with the requirements of
RCW 19.405.050(1) 4if:

(a) The utility acquired the REC through participation in a clean
electricity market;

(b) The REC is associated with electricity acquired through par-
ticipation in a clean electricity market; and

(c) The utility obtained all electricity supplied to its retail
customers from clean electricity markets.

(3) For purposes of this section, "clean electricity market"
means an organized wholesale electricity market that provides for the
physical delivery of electricity and excludes electricity from fossil
fuel and unspecified sources.

NEW SECTION

WAC 194-40-420 Safeguards to prevent double counting of unbun-
dled RECs. (1) A utility may use an unbundled REC as an alternative
compliance option, as provided in RCW 19.405.040 (1) (b), only if the
utility demonstrates that there is no double counting of any nonpower
attribute associated with that REC by complying with the requirements
of this section.

(2) Except as provided in subsection (4) of this section, a util-
ity may use an unbundled REC for alternative compliance only if the
utility demonstrates:

(a) The associated electricity was sold, delivered, or transfer-
red without specifying fuel sources or nonpower attributes and under a
contract expressly stating the fuel source or nonpower attributes are
not included; and

(b) The associated electricity was not delivered, reported, or
claimed as a zero-emission specified source or assigned the emissions
rate of the renewable generating facility under a GHG program.
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(3) A utility's demonstration under this section may be met by
documentation that the entity providing the unbundled REC:

(a) Provides contract, confirmation, or other transaction terms
that comply with the requirements of subsection (2) of this section;

(b) Was a party to or otherwise has knowledge of the transaction
in which the associated electricity was sold or transferred and at-
tests to complying with the requirements of subsection (2) of this
section; or

(c) Obtained the unbundled REC from an entity that attests that
it and all previous owners of the REC transferred the REC using trans-
action terms complying with the requirements of (a) or (b) of this
subsection.

(4) To claim and retire an unbundled REC for alternative compli-
ance where the Washington-eligible RECs were created by renewable
electricity marketed by BPA, a utility must demonstrate the REC was
not associated with electricity from a system sale from BPA directly
into a state with a GHG program and to an entity regulated by the
state GHG program. The RECs are calculated based on the same vintage
year as the year in which the electricity was imported to the state
with the GHG program.

(5) For the purposes of this section, "GHG program" includes any
governmental program outside of Washington that caps or limits green-
house gas emissions or requires the purchase, surrender, or retirement
of greenhouse gas allowances, 1f the scope of the greenhouse gas pro-
gram includes electricity imported from outside the governmental Jju-
risdiction and does not require the retirement of RECs for such impor-
ted electricity.

(6) This section sets only the minimum requirements necessary to
demonstrate that no double counting has occurred. The auditor may re-
quest that the utility produce other evidence or recommend specific
actions for the utility to consider to demonstrate that there is no
double counting of nonpower attributes.
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Concise Explanatory Statement — page 1

Rule Section Commenter Comment Agency Response
194-40-370 NRU, WPUDA, | We support WAC 194-40-370 as drafted. Thank you for your comment.
WRECA, PNGC
194-40-410 NRU, WPUDA, | We generally support the approach outlined in WAC 194-40-410, The proposed rule allows smaller
WRECA, PNGC | although have continued concerns with subsection (4). utilities (those not required to
prepare an integrated resource
plan) to demonstrate compliance
without an hourly analysis.
Utilities that use BPA as their
exclusive supplier will likely rely
on resource portfolio analysis
developed by BPA.
194-40-410 Renewable We recommend Commerce adopt the Commission’s definition of These proposed rules are
Northwest retained NPA, as its definition does not introduce the ambiguous consistent with the UTC's
requirement to acquire the REC and its associated electricity in a “single | approach as reflected in its
transaction” definition of retained non-power
attributes.
194-40-410 Renewable We are concerned that Commerce’s use of “single transaction” may be | There is no substantive
Northwest intended for a broader use than the Commission’s use of “same difference in the terms “single
transaction,” thereby confusing CETA’s compliance framework. transaction” and “same
transaction.”
194-40-410 Renewable Align with the Commission in prohibiting a utility from considering The proposed rule is consistent
Northwest “REC(s) other than... unbundled REC[s]” in compliance planning that with the Commission’s and
occurs in the utility’s integrated resource plan (‘IRP’). requires utilities that are
required to prepare integrated
resource plans to plan to meet
80% of their load with clean
electricity based on an hourly
analysis.
194-40-410 Renewable (x) The department shall commence a review of these rules no later Commerce has the authority to
Northwest than September 1, 2027, and, if determined to be necessary, reopen and reconsider rules
recommend revisions to achieve the policy objectives set forth in based on changes in markets,
chapter 19.405 RCW.

Abbreviations:

NRU: Northwest Requirements Utilities

WRECA: Washington Rural Electric Cooperative Association
WPUDA: Washington Public Utility District Association



Concise Explanatory Statement — page 2

PGP interprets this version as appropriately providing flexibility to a
consumer-owned utility with respect to updating its hourly analysis as
load, resource, and other relevant inputs evolve over time. Further,
PGP anticipates that a consumer-owned utility could identify use of a
potential standardized “clean” product in its resource portfolio.

Rule Section Commenter Comment Agency Response
technologies, and policy
considerations.
194-40-410 Renewable We appreciate the Department’s direction in Draft WAC 194-40-415. Thank you for your comment.
Northwest

194-40-410 Public PGP also appreciates the incremental changes made to subsection (4) Thank you for your comment.
Generating of proposed WAC 194-40-410 relative to the January 19% draft rules.
Pool

194-40-410 Public PGP continues to have concerns that requiring a prospective hourly Thank you for your comment. A
Generating analysis is not consistent with CETA’s retrospective multi-year forward-looking, procurement-
Pool compliance framework. However, compared to the previous draft rule, | based demonstration of

compliance allows utilities to
account for the variability of
hydro resources, as well as other
sources of load and resource
uncertainty, in demonstrating
that at least 80% of load can be
met using renewable or non-
emitting resources. The hourly
demonstration is consistent with
the resource adequacy objectives
of CETA, since excess generation
in one hour is not readily
available to meet load in another
hour. It preserves the multi-year
compliance framework since
both the hourly analysis and the
80% standard are applied over
the entire multi-year compliance
period. For example, a resource
portfolio could meet the
requirements of this rule even if,
during a single adverse water

Abbreviations:

NRU: Northwest Requirements Utilities
WRECA: Washington Rural Electric Cooperative Association
WPUDA: Washington Public Utility District Association




Concise Explanatory Statement — page 3

Rule Section Commenter Comment Agency Response
year, it did not result in at least
80% of load being met using
renewable or non-emitting
resources.
194-40-410 Public PGP also appreciates the incremental changes made to subsection (4) Thank you for your comment.
Generating of proposed WAC 194-40-410 relative to the January 19% draft rules.
Pool
194-40-410 NW Energy This section of law requires utilities’ actual electricity operations to be The proposed rule (194-40-410)
Coalition carbon neutral, with 80% of those MWh met with clean and is consistent with RCW
nonemitting resources. 19.405.040. It clarifies the means
by which a utility demonstrates
that it uses renewable resources
or non-emitting generation in an
amount equal to 100% of load
and is not less stringent or more
flexible than the statute itself.
194-40-415 Public Articulation of a “use” standard for 2045 is premature. It is a mistake to | Commerce is aware of no
Generating incorporate it at this point given the strong likelihood that such a pending change in the standard
Pool standard will change in the near to medium-term future. enacted in RCW 19.405.050. It is

reasonable to assume that the
Legislature enacted this standard
more than 25 years in advance of
its effectiveness in order to
provide the industry with
adequate time to develop the
technologies, power systems,
and market structures required
to supply 100% of all sales of
electricity to Washington retail
electric customers from
renewable or non-emitting
sources. The proposed rule does

Abbreviations:

NRU: Northwest Requirements Utilities

WRECA: Washington Rural Electric Cooperative Association
WPUDA: Washington Public Utility District Association
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Rule Section

Commenter

Comment

Agency Response

not impose any requirements in
addition to those imposed by the
underlying statute.

194-40-415

Public
Generating
Pool

The two pathways for “use” proposed by Commerce are both
unrealistic and are likely prohibitive for Washington utilities to continue
participating in regional wholesale energy markets.

The rule does not impose any
requirements in addition to those
imposed by the underlying
statute. Adoption of WAC 194-
40-415 at this time provides
utilities with clarification of the
requirements of RCW 19.405.050
and an optional pathway to
comply by participating in a clean
electricity market that does not
exist today. A utility may use
electricity from a clean electricity
market for a portion of its load, if
it met the requirements of
subsection (1). Subsection (2)
provides an alternative
compliance method in which the
utility acquires all of its electricity
through one or more markets
that exclude electricity from
fossil fuel and unspecified
sources. The all-in element is
necessary to ensure the integrity
of this optional market approach.

194-40-415

NW Energy
Coalition

We appreciate the notion of a clean electricity market, as Commerce
proposes in WAC 194-40-415.

Thank you for your comment.

194-40-420(2)

Public
Generating
Pool

(2) Except as provided in subsection (4) of this section, a utility may use
an unbundled REC for alternative compliance only if the utility
demonstrates:

Limiting the prohibition on
double counting to claims made
“at the time of entry into the

Abbreviations:

NRU: Northwest Requirements Utilities
WRECA: Washington Rural Electric Cooperative Association
WPUDA: Washington Public Utility District Association
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Rule Section

Commenter

Comment

Agency Response

(a)(i) The associated electricity was sold-delivered; or transferred under
a contract or an electricity service schedule that does not include the
non-power attributes; or

(ii) The contract or confirmation for the purchase of the unbundled REC
contains proof of exclusive ownership of all environmental attributes

associated with the REC; andwitheutspecifringfuel-sourcesor

A L und | . :
sodrce-or-honpowerattributesare-notineluded; and
(b) The associated electricity was sold or otherwise transferred in a
transaction that contractually specifies the source of the electricity ret
delivered;reported;-orclaimed as a zero-emission specified source or
assigned the emissions rate of the renewable generating facility under a
non-linked GHG program.
(3) A utility's demonstration under this section may be met by
documentation that the entity providing the unbundled REC:
(a) Provides contract, confirmation, or other transaction terms, or a
subset thereof, that comply with the requirements of subsection (2) of
this section; or
(b) Was a party to or otherwise has knowledge of the transaction in
which the associated electricity was sold or transferred and attests to
complying with the requirements of subsection (2) of this section;-er

{€)-Obtained-the-unbundled RECfrom-an-entity-thatatteststhatitand
I . £ tha REC : ! the REC uei .

terms complying with the requirements of (a) or (b) of this subsection.
(4) To claim and retire an unbundled REC for alternative compliance
where the Washington-eligible RECs were created by renewable
electricity marketed by BPA, a utility must demonstrate the REC was
not associated with electricity from a system sale from BPA directly into
a state with a non-linked GHG program and to an entity regulated by
the state GHG program. The RECs are calculated based on the same
vintage year as the year in which the electricity was imported to the
state with the non-linked GHG program.

transaction” would provide
insufficient protection against
the same clean energy being
counted under two different
government programs.

The effect of a linkage agreement
on the risk of double-counting is
speculative at this time.
Stakeholders may wish to raise
this issue after a linkage
arrangement is announced.

Abbreviations:

NRU: Northwest Requirements Utilities
WRECA: Washington Rural Electric Cooperative Association
WPUDA: Washington Public Utility District Association
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Rule Section

Commenter

Comment

Agency Response

(5) For the purposes of this section, "non-linked GHG program" includes
any governmental program outside of Washington with which the state
has not entered into a linkage agreement that caps or limits
greenhouse gas emissions or requires the purchase, surrender, or
retirement of greenhouse gas allowances, if the scope of the
greenhouse gas program includes electricity imported from outside the
governmental jurisdiction and does not require the retirement of RECs
for such imported electricity.

Abbreviations:

NRU: Northwest Requirements Utilities
WRECA: Washington Rural Electric Cooperative Association
WPUDA: Washington Public Utility District Association






