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194-37-090 Additional documentation of efficiency from distribu-
tion system loss reduction improvements, including 
peak demand management and voltage regulation. [Stat-
utory Authority: RCW 19.285.080. WSR 14-04-015, § 
194-37-090, filed 1/24/14, effective 2/24/14. Statutory 
Authority: RCW 19.285.080(2). WSR 08-07-079, § 
194-37-090, filed 3/18/08, effective 4/18/08.] Repealed 
by WSR 15-07-002, filed 3/6/15, effective 4/6/15. Stat-
utory Authority: RCW 19.285.080.

194-37-100 Additional documentation of improved efficiency from 
production facilities. [Statutory Authority: RCW 
19.285.080. WSR 14-04-015, § 194-37-100, filed 
1/24/14, effective 2/24/14. Statutory Authority: RCW 
19.285.080(2). WSR 08-07-079, § 194-37-100, filed 
3/18/08, effective 4/18/08.] Repealed by WSR 15-07-
002, filed 3/6/15, effective 4/6/15. Statutory Authority: 
RCW 19.285.080.

194-37-010WAC 194-37-010  Purpose and scope. The purpose of 
this chapter is to implement the requirements of the Energy 
Independence Act, chapter 19.285 RCW.
[Statutory Authority: RCW 19.285.080(2). WSR 08-07-079, § 194-37-010, 
filed 3/18/08, effective 4/18/08.]

194-37-020WAC 194-37-020  Applicability. The provisions of this 
chapter apply to consumer-owned electric utilities that pro-
vide electrical service to more than twenty-five thousand 
retail customers in the state of Washington.
[Statutory Authority: RCW 19.285.080(2). WSR 08-07-079, § 194-37-020, 
filed 3/18/08, effective 4/18/08.]

194-37-030

WAC 194-37-030  Severability. If any provision of this 
chapter or its application to any person or circumstance is 
held invalid, the remainder of the chapter or the application 
of the provision to other persons or circumstances is not 
affected.

[Statutory Authority: RCW 19.285.080(2). WSR 08-07-079, § 194-37-030, 
filed 3/18/08, effective 4/18/08.]

194-37-040

WAC 194-37-040  Definitions. The definitions in chap-
ter 19.285 RCW apply throughout this chapter.

(1) "Annual revenue requirement" and "total annual rev-
enue requirement" mean that portion of a utility's annual bud-
get approved by its governing body for the target year that is 
intended to be recovered through retail electricity sales in the 
state of Washington in the target year, or as otherwise docu-
mented by the utility pursuant to WAC 194-37-150.

(2) "Biennial target" means a utility's biennial conserva-
tion target.

(3) "BPA" means the Bonneville Power Administration.
(4) "Measurement protocol" means a procedure or 

method used, consistent with industry standards, to establish 
with reasonable certainty the amount of energy savings that 
will result from the installation of a conservation measure. 
Industry standards include a range of appropriate protocols 
reflecting a balancing of cost and accuracy, such as the appli-
cation of a deemed savings value established through indus-
try processes for a measure that has broad application and 
uniform characteristics and the use of engineering calcula-
tions, metering, utility billing analysis, and computer simula-
tion for a measure installed as part of a customer-specific 
project.

(5) "Multifuel generating facility" means a generating 
facility that is capable of producing energy from more than 
one nonrenewable fuel, renewable fuel, or nonfuel energy 
source, either simultaneously or as alternatives, provided that 
at least one fuel source (energy source) is a renewable 
resource and the relative quantities of electricity production 
can be measured or calculated, and verified.

(6) "NWPCC" means Pacific Northwest Electric Power 
and Conservation Planning Council also known as the North-
west Power and Conservation Council. Its calculation of 
avoided costs and publications are available at www.nw 
council.org.

(7) "REC" means renewable energy credit.
(8) "Regional technical forum" or "RTF" means a volun-

tary advisory committee that reports to the executive director 
of the NWPCC and whose members are appointed by the 
NWPCC's chair.

(9) "Renewable energy target" means the amount, in 
megawatt-hours or RECs, necessary for a utility to satisfy the 
requirements of RCW 19.285.040 (2)(a) in a specific target 
year.
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194-37-050 Energy Independence
(10) "Substitute resource" means reasonably available 
electricity or generating facilities, of the same contract length 
or facility life as the eligible renewable resource the utility 
invested in to comply with chapter 19.285 RCW require-
ments, that otherwise would have been used to serve a util-
ity's retail load in the absence of chapter 19.285 RCW 
requirements to serve that retail load with eligible renewable 
resources.

(11) "Target year" means a specific year in which a util-
ity must comply with the renewable energy requirements of 
chapter 19.285 RCW.

(12) "Ten-year potential" means the ten-year cost effec-
tive conservation resource potential.

(13) "Utility" means a consumer-owned electric utility, 
as the term consumer-owned utility is defined in RCW 
19.29A.010, that is a qualifying utility.

(14) "Verification protocol" means a procedure or 
method used, consistent with industry standards, to establish 
with reasonable certainty that a conservation measure was 
installed and is in service. Industry standards include a range 
of appropriate protocols reflecting a balance of cost and accu-
racy, such as tracking installation of measures through incen-
tive payments and the use of on-site inspection of measures 
installed as part of a customer-specific project.

(15) "Weather-adjusted load" means load calculated 
after variations in peak and average temperatures from year 
to year are taken into account.

(16) "WREGIS" means the Western Renewable Energy 
Generation Information System. WREGIS is an independent, 
renewable energy registry and tracking system for the region 
covered by the Western Interconnection. WREGIS creates 
renewable energy certificates, WREGIS certificates, for ver-
ifiable renewable generation from units that register in the 
registry and tracking system.

[Statutory Authority: RCW 19.285.080. WSR 15-07-002, § 194-37-040, 
filed 3/6/15, effective 4/6/15; WSR 14-04-015, § 194-37-040, filed 1/24/14, 
effective 2/24/14. Statutory Authority: RCW 19.285.080(2). WSR 08-07-
079, § 194-37-040, filed 3/18/08, effective 4/18/08.]

194-37-050

WAC 194-37-050  Documentation and timelines. (1) 
Each utility must maintain all records necessary to document 
its compliance with the Energy Independence Act, as 
described in this chapter. All current and historical reports 
required by this chapter shall be available to a utility's cus-
tomers and may be provided in conjunction with the utility's 
requirements under RCW 19.29A.050.

(2) Each utility that is not under the jurisdiction of the 
Washington state auditor must be audited for compliance 
with the Energy Independence Act by an independent auditor 
at least every twenty-four months and must submit a copy of 
the audit report to the department.

(3) A consumer-owned utility that becomes subject to 
this chapter and chapter 19.285 RCW after December 31, 
2006, pursuant to RCW 19.285.040(3), must notify the 
department of its status as a qualifying utility by June 1st of 
the year after it becomes a qualifying utility and must submit 
the reports required by WAC 194-37-060 and 194-37-110 
starting five years after the notice to the department is due. 
For the purposes of this requirement, the utility must rely on 
the number of customers reported by the utility in Form EIA 
- 861, "Annual Electric Power Industry Report," filed with 

the Energy Information Administration, United States 
Department of Energy.

[Statutory Authority: RCW 19.285.080. WSR 15-07-002, § 194-37-050, 
filed 3/6/15, effective 4/6/15; WSR 14-04-015, § 194-37-050, filed 1/24/14, 
effective 2/24/14. Statutory Authority: RCW 19.285.080(2). WSR 08-07-
079, § 194-37-050, filed 3/18/08, effective 4/18/08.]

194-37-060

WAC 194-37-060  Conservation reporting require-
ments. Each utility shall submit an annual conservation 
report to the department by June 1st using a form provided by 
the department. The conservation report must show the util-
ity's progress in the preceding year in meeting the conserva-
tion targets established in RCW 19.285.040 and must include 
the following:

(1) The total electricity savings and expenditures for 
conservation by the following sectors: Residential, commer-
cial, industrial, agricultural, distribution system, and produc-
tion system. A utility may report results achieved through 
nonutility programs, as identified in WAC 194-37-080(5), by 
program, if the results are not included in the reported results 
by customer sector. Reports submitted in odd-numbered 
years must include an estimate of savings and expenditures in 
the prior year. Reports submitted in even-numbered years 
must include the amount of savings and expenditures in the 
prior two years. All savings must be documented pursuant to 
WAC 194-37-080.

(2) A brief description of the methodology used to estab-
lish the utility's ten-year potential and biennial target to cap-
ture cost-effective conservation.

(3) In even-numbered years the report must include the 
utility's ten-year conservation potential and biennial targets 
established pursuant to WAC 194-37-070.

[Statutory Authority: RCW 19.285.080. WSR 15-07-002, § 194-37-060, 
filed 3/6/15, effective 4/6/15; WSR 14-04-015, § 194-37-060, filed 1/24/14, 
effective 2/24/14. Statutory Authority: RCW 19.285.080(2). WSR 08-07-
079, § 194-37-060, filed 3/18/08, effective 4/18/08.]

194-37-070

WAC 194-37-070  Development of conservation 
potential and biennial conservation targets. (1) Ten-year 
potential. By January 1st of each even-numbered year, each 
utility shall identify its achievable cost-effective conserva-
tion potential for the upcoming ten years.

(2) Biennial target. By January 1st of each even-num-
bered year, each utility shall establish and make public a 
biennial conservation target. The utility's biennial target shall 
be no less than its pro rata share of the ten-year potential iden-
tified pursuant to subsection (1) of this section.

(3) Each utility must document the methodologies and 
inputs used in the development of its ten-year potential and 
biennial target and must document that its ten-year potential 
and biennial target are consistent with the requirements of 
RCW 19.285.040(1).

(4) Each utility must establish its ten-year potential and 
biennial target by action of the utility's governing board, after 
public notice and opportunity for public comment.

(5) The methodologies used by the NWPCC in its most 
recently published regional power plan are summarized in (a) 
through (o) of this subsection:

(a) Analyze a broad range of energy efficiency measures 
considered technically feasible;
[Ch. 194-37 WAC p. 2] (3/6/15)



Energy Independence 194-37-080
(b) Perform a life-cycle cost analysis of measures or pro-
grams, including the incremental savings and incremental 
costs of measures and replacement measures where resources 
or measures have different measure lifetimes;

(c) Set avoided costs equal to a forecast of regional mar-
ket prices, which represents the cost of the next increment of 
available and reliable power supply available to the utility for 
the life of the energy efficiency measures to which it is com-
pared;

(d) Calculate the value of the energy saved based on 
when it is saved. In performing this calculation, use time dif-
ferentiated avoided costs to conduct the analysis that deter-
mines the financial value of energy saved through conserva-
tion;

(e) Conduct a total resource cost analysis that assesses all 
costs and all benefits of conservation measures regardless of 
who pays the costs or receives the benefits. The NWPCC 
identifies conservation measures that pass the total resource 
cost test as economically achievable;

(f) Identify conservation measures that pass the total 
resource cost test, by having a benefit/cost ratio of one or 
greater as economically achievable;

(g) Include the increase or decrease in annual or periodic 
operations and maintenance costs due to conservation mea-
sures;

(h) Include deferred capacity expansion benefits for 
transmission and distribution systems in its cost-effective-
ness analysis;

(i) Include all nonpower benefits that a resource or mea-
sure may provide that can be quantified and monetized;

(j) Include an estimate of program administrative costs;
(k) Discount future costs and benefits at a discount rate 

based on a weighted, after-tax, cost of capital for utilities and 
their customers for the measure lifetime;

(l) Include estimates of the achievable conservation pen-
etration rates for conservation measures;

(m) Include a ten percent bonus for conservation mea-
sures as defined in 16 U.S.C. § 839a of the Pacific Northwest 
Electric Power Planning and Conservation Act;

(n) Analyze the results of multiple scenarios. This 
includes testing scenarios that accelerate the rate of conserva-
tion acquisition in the earlier years; and

(o) Analyze the costs of estimated future environmental 
externalities in the multiple scenarios that estimate costs and 
risks.
[Statutory Authority: RCW 19.285.080. WSR 15-07-002, § 194-37-070, 
filed 3/6/15, effective 4/6/15; WSR 14-04-015, § 194-37-070, filed 1/24/14, 
effective 2/24/14. Statutory Authority: RCW 19.285.080(2). WSR 08-07-
079, § 194-37-070, filed 3/18/08, effective 4/18/08.]

194-37-080

WAC 194-37-080  Documentation of conservation 
savings. (1) Each utility must document its acquisition of 
conservation savings relative to its biennial target.

(2) Each utility must record conservation savings as the 
total first-year electricity savings in megawatt-hours or kilo-
watt-hours.

(3)(a) Each utility must maintain and apply measurement 
and verification protocols to determine the amount of energy 
savings resulting from conservation measures and to verify 
the acquisition or installation of the conservation measures 
being recorded or claimed.

(b) A utility may comply with this requirement using the 
measurement and verification protocols adopted by the RTF 
or by BPA in its energy efficiency implementation manual. If 
a utility uses other measurement and verification protocols, 
the measurement and verification protocols must be consis-
tent with recognized industry practices, and the utility must 
document the methodologies, assumptions, and factual inputs 
used in its measurement and verification of energy savings.

(4) A utility may count the conservation savings from a 
conservation measure toward its biennial target if the mea-
sure, or a project or program consisting of more than one 
measure, meets the following criteria:

(a) The utility has established that the measure, or a pro-
gram or project consisting of more than one measure, was 
cost-effective;

(b) The utility has documented that the measure was 
installed within its retail service area during the biennial 
period, or in the case of programs described in subsection (5) 
of this section, that the savings were attributed to the utility 
using a reasonable and consistent method;

(c) The utility used a reasonable and consistent method 
of assigning conservation savings to biennial periods such as, 
by the date the conservation measure was installed, by the 
date an incentive was paid to a customer, or by the date the 
conservation measure was reported to an external funding 
agency such as BPA; and

(d) The utility applied a reasonable and consistent policy 
of incorporating changes in unit energy savings values subse-
quent to the adoption of a biennial conservation target. Such 
a policy may either count savings using the unit energy sav-
ings values in effect at the time the biennial target is estab-
lished or update all unit energy savings values as they are 
changed by the entity responsible for establishing the values.

(5) Subject to the requirements of subsection (4) of this 
section, each utility may count toward its biennial conserva-
tion target the proportionate share of savings resulting in its 
service territory from the implementation of regional or mul-
tistate conservation programs, market transformation pro-
grams, appliance standards, building energy codes, and non-
programmatic savings including, but not limited to, the 
Northwest Energy Efficiency Alliance and BPA.

(6) A utility must not count as conservation a reduction 
in electricity consumption due to curtailment of a customer's 
process or service, such as the shutdown of a manufacturing 
facility. A change in the operating practices of a customer 
that reduces electricity consumption without reducing the 
level of output or other benefits of electricity consumption is 
not curtailment.

(7) A utility that does not acquire conservation savings 
during a biennial period sufficient to meet its biennial conser-
vation target may document its level of effort at conservation 
acquisition. The documentation should include:

(a) A description of the utility's marketing programs, 
education programs, custom project proposals, monetary 
incentives, financing offers, and other efforts during the bien-
nial period to motivate customers to install conservation mea-
sures;

(b) A detailed report of the utility's budget and actual 
expenditures for the activities in (a) of this subsection;

(c) An identification of all conservation measures, pro-
grams, or projects for which the utility offered to pay custom-
(3/6/15) [Ch. 194-37 WAC p. 3]



194-37-085 Energy Independence
ers an incentive in an amount equal to the utility's full 
avoided cost over the lifetime of measures; and

(d) An identification of all conservation measures that 
were included in the biennial target and became unavailable 
to the utility due to the shutdown or curtailment of operations 
of a retail customer.
[Statutory Authority: RCW 19.285.080. WSR 15-07-002, § 194-37-080, 
filed 3/6/15, effective 4/6/15; WSR 14-04-015, § 194-37-080, filed 1/24/14, 
effective 2/24/14. Statutory Authority: RCW 19.285.080(2). WSR 08-07-
079, § 194-37-080, filed 3/18/08, effective 4/18/08.]

194-37-085

WAC 194-37-085  Documentation of conservation 
savings from high-efficiency cogeneration. (1) A utility 
may count as conservation savings a portion of the electricity 
output of a high-efficiency cogeneration facility that com-
mences operation in its service territory.

(2) The high-efficiency cogeneration facility must be 
owned by a retail electric customer and used by that customer 
to meet its heat and electricity needs. Heat and electricity out-
put provided to anyone other than the facility owner may not 
be considered in determining conservation savings.

(3) The useful thermal energy output of the cogeneration 
facility must be no less than thirty-three percent of the total 
energy output of the cogeneration facility under normal oper-
ating conditions.

(4) The reduction in customer load due to high-effi-
ciency cogeneration must be determined by multiplying the 
annual electricity output of the cogeneration facility by a 
fraction equal to one minus the ratio of:

(a) The heat rate (in British thermal units per megawatt 
hour) of the cogeneration facility; and

(b) The heat rate (in British thermal units per megawatt 
hour) of a combined cycle natural gas-fired combustion tur-
bine. The heat rate of the cogeneration facility must be based 
on the additional fuel requirements attributable to electricity 
production and excluding the fuel that would be required to 
produce all other useful energy outputs of the project without 
cogeneration. The heat rate of the combustion turbine must 
be based on a facility using best commercial available tech-
nology on a new and clean basis.

(5) The utility's documentation of a cogeneration facil-
ity's compliance with subsections (3) and (4) of this section 
must be certified by a registered professional engineer 
licensed by the Washington department of licensing.
[Statutory Authority: RCW 19.285.080. WSR 14-04-015, § 194-37-085, 
filed 1/24/14, effective 2/24/14.]

194-37-110

WAC 194-37-110  Renewable resource energy 
reporting. Each utility must submit a renewable resource 
energy report to the department by June 1st of each year 
using a form provided by the department. The report must 
reflect the actions that the utility took by the previous January 
1st to meet the renewable requirements of chapter 19.285 
RCW for that year. For example, a utility must report by June 
1, 2015, the actions it took by January 1, 2015, to meet 
requirements applicable to the 2015 target year.

(1) Reporting requirements applicable to all utilities.
Each utility must report the following information:

(a) The compliance method:
(i) Renewable energy target using renewable resources 

and RECs - RCW 19.285.040 (2)(a);

(ii) Incremental cost - RCW 19.285.050; or
(iii) No-growth cost - RCW 19.285.040 (2)(d).
(b) The utility's load for the two years preceding the tar-

get year and the average load for those two years.
(c) The utility's renewable energy target for the target 

year.
(d) The amount of eligible renewable resources, RECs, 

and multiplier credits to be applied toward the utility's renew-
able energy target for the target year. The report must iden-
tify, by generating facility or hydroelectric project, including 
the WREGIS generating unit identification where applicable, 
and, in the case of RECs, by vintage year:

(i) The eligible renewable resources in megawatt-hours 
to be applied toward the renewable energy target for the tar-
get year;

(ii) The RECs to be applied toward the renewable energy 
target for the target year;

(iii) Any additional credit for eligible renewable 
resources or RECs from generating facilities eligible for the 
apprentice labor provision in RCW 19.285.040 (2)(h), 
applied toward the renewable energy target for the target 
year;

(iv) Any additional credit for RECs from generating 
facilities eligible for the distributed generation in RCW 
19.285.040 (2)(b), applied toward the renewable energy tar-
get for the target year.

(e) The percent of its total annual retail revenue require-
ment invested in the incremental cost of eligible renewable 
resources and the cost of renewable energy credits. Each util-
ity must include in its report documentation of the calcula-
tions and inputs to this amount.

(2) Incremental cost compliance method report. Each 
utility reporting pursuant to subsection (1)(a) of this section 
its use of the incremental cost compliance method for the tar-
get year must include the following information in its report:

(a) Annual revenue requirement for the target year;
(b) The annual levelized delivered cost of its eligible 

renewable resource(s) reported separately for each resource;
(c) The annual levelized delivered cost of its substitute 

resources and the eligible renewable resource with which it is 
being compared;

(d) The total cost of renewable energy credits to be 
applied in the reporting year;

(e) The percentage of its annual revenue requirement 
invested in the incremental cost of eligible renewable 
resources and the cost of RECs; and

(f) The most current information required by WAC 194-
37-160 used for this financial demonstration.

(3) No-growth cost compliance method report. Each 
utility reporting pursuant to subsection (1)(a) of this section 
its use of the no-growth cost compliance method for the tar-
get year must include the following information in its report:

(a) Annual revenue requirement for the target year;
(b) Actual and weather-adjusted load for each year used 

in determining that the utility's load did not increase;
(c) Delivered cost of its eligible renewable resource(s), 

RECs or a combination of both for the target year to be 
applied to the one percent of annual revenue requirement, 
reported separately for each resource;
[Ch. 194-37 WAC p. 4] (3/6/15)



Energy Independence 194-37-130
(d) Generating facility identification, vintage, quantity 
and cost of any RECs to be retired as an offset for nonrenew-
able resource purchases pursuant to RCW 19.285.040 (2)(d).

(4) Final compliance report. A utility must submit a 
final renewable compliance report by the later of (a) two 
years after the filing of the report required in subsections (1) 
through (3) of this section; or (b) ninety days after the issu-
ance of the auditor's report for the target year. The final 
renewable compliance report must provide an update of any 
revisions to the information previously reported pursuant to 
this section or, if no revisions were made, notify the depart-
ment that the initial report should be considered the final 
report. For any target year that a utility demonstrates to the 
auditor that it did not meet the annual renewable resource 
requirements in chapter 19.285 RCW due to events beyond 
the reasonable control of the utility per RCW 19.285.040 
(2)(i), the utility must summarize these events in the final 
compliance report.
[Statutory Authority: RCW 19.285.080. WSR 15-07-002, § 194-37-110, 
filed 3/6/15, effective 4/6/15; WSR 14-04-015, § 194-37-110, filed 1/24/14, 
effective 2/24/14. Statutory Authority: RCW 19.285.080(2). WSR 08-07-
079, § 194-37-110, filed 3/18/08, effective 4/18/08.]

194-37-120

WAC 194-37-120  Documentation of use of eligible 
renewable resources and RECs for compliance. A utility 
using an eligible renewable resource or REC for compliance 
with a requirement of chapter 19.285 RCW must document 
that use by following the procedures in this section.

(1) Documentation of energy from eligible renewable 
resources. Each utility using an eligible renewable resource 
for compliance must document the following for each 
resource:

(a) The electricity was generated by a generating facility 
that is an eligible renewable resource;

(b) The electricity was generated during the target year;
(c) If the utility sold, exchanged, or otherwise transferred 

the electricity to any person other than its retail customer, the 
utility retained ownership of the nonpower attributes; and

(d) The utility retired, consistent with the requirements 
of subsection (2) of this section, any RECs representing the 
nonpower attributes associated with the electricity or, if no 
RECs have been created, the utility has committed to use the 
nonpower attributes exclusively for the compliance purpose 
stated in its documentation.

(2) Documentation of renewable energy certificates.
Each utility using a REC for compliance must document the 
following:

(a) The REC represents the output of an eligible renew-
able resource;

(b) The vintage of the REC is the year immediately prior 
to the target year, the year of the target year, or the year 
immediately after the target year; and

(c) The utility has removed the REC from circulation by 
transferring the REC to a retirement subaccount of the utility 
within WREGIS using the following values in the certificate 
transfer:

(i) Retirement type: Used by the account holder for a 
state-regulated renewable portfolio standard/provincial util-
ity portfolio standard;

(ii) State/province: Washington; and
(iii) Compliance year: Applicable target year.

[Statutory Authority: RCW 19.285.080. WSR 15-07-002, § 194-37-120, 
filed 3/6/15, effective 4/6/15; WSR 14-04-015, § 194-37-120, filed 1/24/14, 
effective 2/24/14. Statutory Authority: RCW 19.285.080(2). WSR 08-07-
079, § 194-37-120, filed 3/18/08, effective 4/18/08.]

194-37-130

WAC 194-37-130  Documentation of incremental 
hydropower. (1) Each utility using electricity produced as a 
result of a hydropower efficiency improvement, as defined in 
RCW 19.285.030 (12)(b), to meet a renewable energy target 
must provide documentation that:

(a) The hydroelectric generation project is owned by a 
qualifying utility and is located in the Pacific Northwest;

(b) The hydropower efficiency improvement was com-
pleted after March 31, 1999; and

(c) The additional generation does not result in new 
water diversions or impoundments.

(2) If the amount of electricity generated as a result of the 
hydropower efficiency improvement is directly measurable, 
the utility must use the measured output of the hydropower 
efficiency improvement as documentation of the amount of 
additional generation.

(3)(a) If the amount of electricity generated as a result of 
the hydropower efficiency improvements is not directly mea-
surable, the utility must document the amount of electricity 
generated as a result of the hydropower efficiency improve-
ment using an engineering analysis comparing the output in 
megawatt-hours of the hydroelectric generation project with 
the efficiency improvement to the output in megawatt-hours 
of the hydroelectric generation project without the efficiency 
improvement. Multiple efficiency improvements to a single 
hydroelectric generation project may be combined for pur-
poses of the engineering analysis.

(b) The engineering analysis required by (a) of this sub-
section must be performed using an engineering model of the 
hydroelectric generation project that quantifies the relation-
ship of stream flows, reservoir elevation, and other relevant 
factors to the electric output of the generating facility. The 
engineering model must accurately reflect the physical char-
acteristics and operating requirements of the hydroelectric 
generation project during the target year and must accurately 
estimate the electric generation of the hydroelectric genera-
tion project without and with the hydropower efficiency 
improvement.

(c) A utility using the engineering analysis method to 
determine incremental generation must adopt and consis-
tently apply in each target year one of the following methods:

(i) Method one - Actual incremental generation. A 
utility using this method must prepare an analysis using 
actual stream flows and the engineering model described in 
(b) of this subsection during each target year to determine 
incremental generation in the target year. A utility using this 
method must perform an updated calculation each year to 
determine the incremental generation amount for that target 
year.

(ii) Method two - Percentage generation.
(A) A utility using method two must prepare an analysis 

establishing the expected amount of incremental generation 
based on stream flows available to the hydroelectric genera-
tion project, adjusted for any known and measurable changes 
to stream flows due to environmental regulations or other 
factors, during a historical study period.
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(B) The historical study period used in method two must 
be reasonably representative of the stream flows that would 
have been available to the hydroelectric project over the 
period of time for which stream flow records are readily 
available. A historical study period meets the requirements of 
this subsection if it includes the most recent readily available 
stream flow records and consists of a consecutive record of 
stream flow records at least five years in length.

(C) The amount of incremental generation using method 
two is calculated by multiplying the actual generation in 
megawatt-hours in the target year by a percentage amount 
equal to the difference between the calculated average gener-
ation over the historical study period with the hydropower 
efficiency improvement and the calculated average genera-
tion over the historical study period without the hydropower 
efficiency improvement, divided by the calculated average 
generation over the historical study period without the hydro-
power efficiency improvement.

(iii) Method three - Fixed amount of generation.

(A) A utility using method three must prepare an analy-
sis establishing the expected amount of incremental genera-
tion based on stream flows available to the hydroelectric gen-
eration project, adjusted for any known and measurable 
changes to stream flows due to environmental regulations or 
other factors during a historical study period.

(B) The historical study period used in method three 
must be reasonably representative of the stream flows that 
would have been available to the hydroelectric project over 
the period of time for which stream flow records are readily 
available. A historical study period meets the requirements of 
this subsection if it includes the most recent readily available 
stream flow records and consists of a consecutive record of 
stream flow records at least ten years in length.

(C) The amount of incremental generation using method 
three is calculated as an amount in megawatt-hours equal to 
the difference between the calculated average generation 
over the historical study period with the hydropower effi-
ciency improvement and the calculated average generation 
over the historical study period without the hydropower effi-
ciency improvement. The amount must be adjusted in each 
target year for any reduction in availability of the hydroelec-
tric generation project's generating capacity during the target 
year that is not accounted for in the analysis used to calculate 
the incremental generation amount.

(4) The requirements of this section are in addition to the 
documentation requirements specified in WAC 194-37-
120(1).

[Statutory Authority: RCW 19.285.080. WSR 15-07-002, § 194-37-130, 
filed 3/6/15, effective 4/6/15. Statutory Authority: RCW 19.285.080(2). 
WSR 08-07-079, § 194-37-130, filed 3/18/08, effective 4/18/08.]

194-37-135

WAC 194-37-135  Documentation of multifuel bio-
mass energy and qualified biomass energy. (1) A utility 
using biomass energy produced by a multifuel generating 
facility, where the biomass energy fuel provides less than 
ninety-eight percent of the total heat input, must document 
the eligible renewable energy using RECs created by WRE-
GIS pursuant to the multifuel generating unit procedures of 
WREGIS.

(2) A utility using qualified biomass energy must docu-
ment the eligible renewable energy using RECs created by 
WREGIS and must document:

(a) Information about the facility generating electricity 
from biomass energy:

(i) Ownership of the biomass energy facility;
(ii) Date of commercial operation of the biomass energy 

facility; and
(iii) Specific type of biomass used for generation by the 

biomass energy facility.
(b) Information about the industrial facility that hosts the 

biomass energy facility:
(i) The utility's load in megawatt hours that results from 

serving the industrial facility;
(ii) Evidence that the industrial facility had not ceased 

operation, other than for purposes of maintenance or upgrade, 
during the target year;

(iii) Evidence that the industrial facility engages in 
industrial pulping or wood manufacturing; and

(iv) If the facility generating electricity from biomass 
energy is not owned by the utility, evidence that the industrial 
facility owns the biomass energy facility and is directly inter-
connected with the electricity facilities that are owned by the 
utility and capable of carrying electricity at transmission volt-
age.
[Statutory Authority: RCW 19.285.080. WSR 14-04-015, § 194-37-135, 
filed 1/24/14, effective 2/24/14.]

194-37-136WAC 194-37-136  Documentation of apprentice labor 
and distributed generation multipliers. (1) Apprentice 
labor credit. A utility claiming an additional credit for the 
electricity output from an eligible renewable resource per 
RCW 19.285.040 (2)(h)(i) must document that the facility 
commenced operation after December 31, 2005, and must 
provide written documentation from the Washington state 
apprenticeship and training council within the department of 
labor and industries that the facility qualified for the appren-
tice labor credit.

(2) Distributed generation credit. A utility claiming an 
additional credit for distributed generation pursuant to RCW 
19.285.040 (2)(b) must meet the following requirements:

(a) The utility may claim a distributed generation credit 
only if the generating facility is registered in WREGIS and 
the utility retires all RECs associated with its distributed gen-
eration claim.

(b) In determining whether a generating facility has a 
generating capacity of not more than five megawatts, the 
capacity of the generating facility will be based on its name-
plate rating measured in alternating current.

(c) In determining whether a generating facility is eligi-
ble for the distributed generation credit, the generating capac-
ity of the generating facility will be based on the aggregate 
generating capacity of the generating facility and all other 
generating facilities in the same integrated cluster. An inte-
grated cluster of generating facilities consists of all generat-
ing facilities that:

(i) Are located on the same or contiguous property. In 
determining whether properties are contiguous, interruptions 
in contiguity caused by easements, public thoroughfares, 
transportation rights of way, or utility rights of way must be 
disregarded; and
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(ii) Have any of the following elements in common:
(A) Ownership. Each person with more than five percent 

beneficial ownership, other than tax equity owners, will be 
considered an owner for purposes of determining common 
ownership of generating facilities;

(B) Operational control; or
(C) Interconnection. Generating facilities have common 

interconnection if they have the same point of common cou-
pling with the area electric power system.

[Statutory Authority: RCW 19.285.080. WSR 15-07-002, § 194-37-136, 
filed 3/6/15, effective 4/6/15.]

194-37-140

WAC 194-37-140  Documentation of renewable 
resource financial path for no-load growth utilities. For 
each year that a utility meets the renewable energy financial 
cost cap, associated with no load growth, identified in RCW 
19.285.040 (2)(d), the utility must document the following by 
January 1:

(1) That it used a consistent methodology from year to 
year to weather-adjust its retail load;

(2) That its weather-adjusted load for the most recent 
prior year is lower than the third year prior;

(3) That it invested at least one-percent of its total annual 
revenue requirement in each target year on eligible renewable 
resources, RECs, or a combination of both;

(4) That it executed contracts, dated no later than January 
1 of the target year, for power purchases of sufficient eligible 
renewable resources and/or RECs;

(5) The quantity of megawatt-hours for each target year 
for which the utility:

(a) Commenced or renewed ownership of nonrenewable 
resources, other than coal transition power, after December 7, 
2006; or

(b) Made electricity purchases from nonrenewable 
energy resources, other than coal transition power, incremen-
tal to its annual electricity purchases made or contracted for 
before December 7, 2006.

Sources of power for daily spot market purchases are not 
included in this calculation;

(6) The RECs the utility acquired, in addition to any 
RECs acquired for subsection (3) of this section, to offset 
power purchases listed in subsection (5) of this section; and

(7) Annual revenue requirement for the target year.

[Statutory Authority: RCW 19.285.080. WSR 14-04-015, § 194-37-140, 
filed 1/24/14, effective 2/24/14. Statutory Authority: RCW 19.285.080(2). 
WSR 08-07-079, § 194-37-140, filed 3/18/08, effective 4/18/08.]

194-37-150

WAC 194-37-150  Financial documentation of annual 
revenue requirement. (1) For purposes of the report filed 
pursuant to RCW 19.285.070, a utility shall document its 
annual revenue requirement.

(2) A utility that uses a different basis for the determina-
tion of its annual revenue requirement for purposes of calcu-
lating what it expects to recover or actually recovers through 
retail electricity sales in the state of Washington in that year 
may use that number in the calculation of the cost cap and 
must provide documentation to support this alternative 
approach.

[Statutory Authority: RCW 19.285.080(2). WSR 08-07-079, § 194-37-150, 
filed 3/18/08, effective 4/18/08.]

194-37-160

WAC 194-37-160  Documentation of financial cost 
cap—Current information and timeline. By January 1 of 
the first target year that a utility fulfills its renewable energy 
requirements under RCW 19.285.050, the utility shall select 
one of the following methodologies for documenting the 
incremental cost of all eligible renewable resources acquired 
thereafter by that utility:

(1) Annual update methodology. In each year that a util-
ity fulfills its renewable energy requirements by complying 
with the cost cap identified in RCW 19.285.050 it must doc-
ument its calculations no later than January 1 of the target 
year. The utility will use the most current information avail-
able to the utility within twelve months prior to the initial 
documentation of the cost cap pursuant to WAC 194-37-170 
through 194-37-190. The utility will update this documenta-
tion in its June 1 report submitted pursuant to RCW 
19.285.070. These annual updates of costs, based on the most 
current information available, apply to both the eligible 
renewable resource and the substitute resource.

(2) Permanent one-time methodology. For each new 
investment in an eligible renewable resource, a utility shall 
perform a one-time calculation of the levelized incremental 
cost pursuant to WAC 194-37-170 through 194-37-190. The 
levelized incremental cost shall be a single annual value 
expressed in real, constant-year dollars. The levelized incre-
mental cost for each eligible renewable resource project or 
purchase, calculated through this one-time analysis in the 
year of acquisition, shall be allowed to inflate utilizing the 
Producer Price Index over the life of the eligible renewable 
resource after the initial calculation. The utility will include a 
determination of incremental cost for each new investment in 
an eligible renewable resource and inflation-adjusted incre-
mental costs for previous eligible renewable resource invest-
ments in its June 1 report submitted pursuant to RCW 
19.285.070, beginning in the year the utility complies with 
the cost cap identified in RCW 19.285.050.

[Statutory Authority: RCW 19.285.080(2). WSR 08-07-079, § 194-37-160, 
filed 3/18/08, effective 4/18/08.]

194-37-170

WAC 194-37-170  Documentation for financial 
path—Levelization of costs. (1) Each utility must document 
its calculation of the levelized annual incremental cost of eli-
gible renewable resources. Utilities are encouraged, but not 
obligated, to use the following methodology:

Step 1: Calculate the net present value of the cost of the 
utility's eligible renewable resource and substitute resource 
over an equivalent contract length or facility life.

Step 2: Calculate equal nominal values over the appro-
priate contract length or facility life that have a net present 
value equal to those calculated in Step 1, using the same dis-
count rate.

Step 3: Calculate the annual difference between the lev-
elized delivered cost for the eligible renewable resource and 
the substitute resource to determine the levelized incremental 
cost of the eligible renewable resource.

A utility that uses the annual update methodology must 
document the basis for any change to the levelization meth-
odology used in a prior June 1 report to levelize the costs of 
an eligible renewable resource and its associated substitute 
resource.
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(2) Regardless of the methodology chosen to levelize 
costs, utilities must document the basis for their chosen 
method for levelizing costs.

(3) Utilities must document the basis for the discount 
rate used in its levelized cost calculations.

(4) Utilities must document how the discount rate used to 
perform the levelized cost calculations is consistent with the 
inflationary assumptions incorporated into the delivered cost 
projections for the eligible renewable resource and substitute 
resource.

(5) Utilities must document how the method and 
assumptions used to levelize delivered costs for the eligible 
renewable resource are consistent with those used to levelize 
the delivered cost of the associated substitute resource.

[Statutory Authority: RCW 19.285.080(2). WSR 08-07-079, § 194-37-170, 
filed 3/18/08, effective 4/18/08.]

194-37-180

WAC 194-37-180  Documentation of financial path—
Delivered cost. (1) The delivered cost of a resource includes 
all direct and indirect costs associated with that resource 
being delivered to the distribution system of a utility over the 
contract length or facility life of the delivered resource. 
Direct and indirect costs may include operating and capital 
expenses related to the delivered resource.

(2) Using the Uniform System of Accounts of the Fed-
eral Energy Regulatory Commission (FERC) as an illustra-
tion, the reported resource costs are expected to generally fall 
within, but not necessarily be limited to, the following cost 
accounts:

Operating Expenses

Accounts 500-557:  Production Expense

Account 565: Wholesale Wheeling Expense

Accounts 920-935: Administrative and General 
Expense

Account 408.1: Taxes Other than Federal Income 
Taxes

Capital Expenses

Accounts 403-407: Depreciation and Amortization 
Expense

Accounts 427-431: Interest-Related Expenses

(3) A utility may include actual costs in order to equita-
bly compare the costs of eligible renewable resources and 
substitute resources. This may include the actual costs of 
transmission, firming, shaping, integration, and project spe-
cific development costs.

(4) Utilities are encouraged to use the FERC system of 
accounts to document the delivered cost of resources. 
Regardless of the accounting convention used, utilities must 
document the delivered cost estimates for eligible renewable 
resources and their associated substitute resources in a man-
ner consistent with generally accepted accounting standards.

[Statutory Authority: RCW 19.285.080(2). WSR 08-07-079, § 194-37-180, 
filed 3/18/08, effective 4/18/08.]

194-37-190

WAC 194-37-190  Documentation of financial path—
Substitute resource and resource equivalence. (1) In sup-

port of its annual filings to the department under RCW 
19.285.070, utilities must document the type, availability, 
and cost of the reasonably available substitute resource used 
to calculate the incremental cost of an eligible renewable 
resource.

(a) In documenting the incremental cost under RCW 
19.285.050 (1)(b), a utility is encouraged to identify substi-
tute resources using its integrated resource planning process, 
if one is available. If a utility elects to choose a substitute 
resource from a different source other than its most recently 
published integrated resource plan, it must document the 
basis for this decision. Documentation of the cost of a substi-
tute resource may include, but is not limited to, formal offers 
for the sale of electricity, or published cost projections from 
reputable third-party sources.

(b) In its selection of a substitute resource, the utility 
shall develop documentation demonstrating that the substi-
tute resource satisfies the requirements set forth in RCW 
19.285.050. The requirements are:

(i) Equivalence between the eligible renewable resource 
and the substitute resource by demonstrating the equivalence 
in the amount of energy produced by each resource;

(ii) Equivalence between the eligible renewable resource 
and the substitute resource by demonstrating the same con-
tract length or facility life of each resource;

(iii) The substitute resource is reasonably available to the 
utility; and

(iv) The substitute resource does not qualify as an eligi-
ble renewable resource.

(c) Only supply-side substitute resources shall be used 
by utilities in the calculation of the incremental cost of eligi-
ble renewable resources.

(d) When the renewable requirements under RCW 
19.285.040(2) result in a utility having resources in excess of 
its load, the utility may use that excess resource as the substi-
tute resource if the substitute resource requirements of (b) of 
this subsection are otherwise satisfied. The utility will docu-
ment the resale revenues, net of transaction costs, received 
through the sale of excess resources or the purchase price for 
the sale of the excess facility sold as a result of the require-
ment to acquire eligible renewable resources. A utility that 
uses a value other than the documented resale revenue in the 
determination of the levelized delivered cost of the substitute 
resource, such as a forecast of projected market prices, must 
provide documentation to support this alternative approach.

(e) A utility may use foregone power purchases from 
BPA, plus any billing credit obtained for reducing its pur-
chases from BPA, as the basis for the cost of the substitute 
resource if:

(i) The substitute resource requirements of (b) of this 
subsection are otherwise satisfied;

(ii) It is entitled under its BPA power sales contract to 
have the BPA meet its net power requirements for the 
expected life of an eligible renewable resource or eligible 
renewable resource purchase; and

(iii) As a result of meeting the renewable requirements 
under RCW 19.285.040(2), it foregoes part of its BPA enti-
tlement in order to obtain that eligible renewable resource.

(2) For an eligible renewable resource acquired prior to 
the passage of chapter 19.285 RCW, November 7, 2006, a 
utility must support the selection of the related substitute 
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resource used in the determination of the incremental cost 
under RCW 19.285.050 with documentation that was avail-
able at the time of the utility's decision to acquire the eligible 
renewable resource. If no such documentation is available, 
the incremental cost of an eligible renewable resource 
acquired prior to the passage of chapter 19.285 RCW will be 
assumed equal to zero.
[Statutory Authority: RCW 19.285.080(2). WSR 08-07-079, § 194-37-190, 
filed 3/18/08, effective 4/18/08.]

194-37-200WAC 194-37-200  Financial documentation path 
using renewable energy credits. A utility may elect to 
invest in RECs to meet any portion of, or the entirety of, each 
annual renewable resource target in RCW 19.285.040(2) or 
19.285.050(1). If the cost of the RECs and the incremental 
cost of acquired renewable resources, as documented accord-
ing to WAC 194-37-150 through 194-37-190, for any one 
year meets or exceeds four percent of the utility's annual rev-
enue requirement, the utility shall document that the utility 
achieved the four percent cost cap alternative compliance 
path in RCW 19.285.050(1). The documentation must 
include copies of its WREGIS RECs, copies of purchase con-
tracts, and its annual revenue requirement.
[Statutory Authority: RCW 19.285.080(2). WSR 08-07-079, § 194-37-200, 
filed 3/18/08, effective 4/18/08.]

194-37-210WAC 194-37-210  Renewable energy credit tracking 
system. (1) WREGIS is the renewable energy credit tracking 
system for purposes of verification of RECs under chapter 
19.285 RCW.

(2) Upon request by a utility, the department may 
approve a special purpose renewable energy credit tracking 
system for the generation of any specific generating facility 
acquired through ownership or contract by a utility prior to 
January 1, 2015, if the utility certifies that it would be 
impractical or financially burdensome to track the generation 
of the facility using WREGIS. The approval of a special pur-
pose tracking system may include limitations or conditions 
on the transfer of RECs. All references to WREGIS in this 
chapter include such approved special purpose tracking sys-
tems.
[Statutory Authority: RCW 19.285.080. WSR 15-07-002, § 194-37-210, 
filed 3/6/15, effective 4/6/15; WSR 14-04-015, § 194-37-210, filed 1/24/14, 
effective 2/24/14. Statutory Authority: RCW 19.285.080(2). WSR 08-07-
079, § 194-37-210, filed 3/18/08, effective 4/18/08.]
(3/6/15) [Ch. 194-37 WAC p. 9]




