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The Govenor has five energy legidative proposs. ThelLegidative Counsl numbe's (LC) are
provided initalics for each bill. Thebillsindudethefollowing measures:

1. Business Energy Tax Credit (BETC) Changes (LC 562).
TheBusness Energy Tax Credit is amended to provide greater incentives for renewable energy
induding thefollowing:

1. Increases credit for renewable energy systemsingalled by busnesses from 35%to 50%and
increases the project cog limit from $10millionto $20million.

2. Providestha the cods of condructing facilities to manufacture renewable energy systems and
components are eligible for theincreased tax credit for renewable energy.

3. Repedstheoffset for federal tax credits for BETC projects that also receive afedera credit.

4. Provides anincentive to builders of high performance homes tha reduce purchased energy use
to near zero on an annud basis.

5. Make combined heat and power projects (CHP) eligible for theincreased tax credit.

6. Increasesthesize of hydro projects eligible for BETC from 1 megawatt to 10 megawatts for
hydro projects meeting state and federal requirements for fish and wildlife.

7. Makes homebuilders éligible for indallation of renewable energy systemsin new homes but at
thevalue of the Residential Energy Tax Credit.

8. Effective daeis1/1/07.

2. Residential Energy Tax Credit (RETC) Changes (LC 563).
Makes theincentives for renewable energy more effective by thefollowing:

1. Allowsuse of the RETC for more than onequdifying item in the same year, e.g. for asolar
water heater and for a solar electric system, and/or for multiple energy-€fficient appliances.

2. Increases themaximum tax credit for fud cells and for wind generation, similar to theincrease
in solar electric systems passed in 2005,from $1,500to $6,000 over four years.

3. Effective daeis 1/1/07.

3. State Agency Renewable Energy Projects (LC 564).

Authorizes state agendes to devel op renewable energy on state forests, campuses and other state
lands Theenergy produced could be used to meet state agency loadsand could be sold to electric
utilities. Energy cannotbe sold by state agendesto retail cusomersin competition with electric
utilities. Thisbill will hdp achieve the Governors goal for state agendes to meet 100% of ther
electricity needsfromrenewables by 2010. Thebill isbased on SB 737Bfromthe 2005L egidative
Session.



4.

Biofuels Fuels Package (LC 565).

Provides a package of measures to encourage greater development, distribution and use agricultural
and forest materia for biofuds, for electricity and for other forms of biomass energy use. Thebill
indudes thefollowing provisions
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Expandspropeaty tax incentives for biofud and certain fud additive produdionfacilities.
Establishes anew tax credit for producers and collectors of biofud raw materials, based on Btu
content of feedgock.

Establishes a Renewable Fud Standad for biodiesel and ethanol based on in-state produdion.
Prohibits the sale of gasolinetha contains MTBE and certain other additives.

Provides tha the existing mandae on State agendes to use ethanol also applies to biodiesal.
Creates an income tax incentive for consumer use of biofud. Establishes afour-year sunst.
Modifies the site certificate exemption criteriafor ethanol and biodiesel produdionfacilitiesto
precludecod-fuded facilities.

Maintainsexclusve farm use (EFU) statusfor on-farm biofud produdion facilities.

Renewable Portfolio Standard (RPS) (LC 824).

Establishes a Renewable Portfolio Standard (RPS) for electricity. Thebill requires that 25% of
Oregon'selectric load come from new renewable energy by 2025 Thebill indudes thefollowing
provisions
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The RPS requirement of 25% by 2025applies to electric utilities and any electricity service
suppliers that serve at least 1% of Oregon®electric load. This covers Oregon®three investor-
owned electric utilities and the ninelargest consumer-owned utilities. Depending onload
growth, thiswill likely cover mog of the new resources needed to meet these utilitiesOnew load.
TheRPS sets interim targets of 5% by 2011, 15% by 2015and 20% by 2020.

Oregon®28 smaller consumer-owned utilities which serve less than 1% of Oregon®electric
load mug need 60% of ther retail |oad growth by the year 2025with renewable energy, This
target can be met by purchasing Qyreen produdsOoffered by BPA. There are interim targets of
20% of load growth in 2015and 40% of load growth in 202Q

Eligible renewable resources indudewind, solar, ocean, geothermal, biomass, hydropower and
other renewable resources tha were opeationd after Januay 1, 1995. Eligible generating
facilities do not have to belocated in Oregonbutmug serve Oregonloads

No utility will berequired to give up its existing resources to comply with the RPS.

No utility will berequired to give up access to low-cog firm power from BPA or low-cog hydro
contracts with the Mid-Columbia dams owned by Washington PUDSs.

TheRPS isnat expected to increase rates; butacod cap is built in as a backstop to limit any
possible cog impact.

Compliance with the RPS can occur by owning eligible resources, by buying the output of
resources developed by others, or by acquiring Renewable Energy Certificates.

Thepublic purpos chargeis extendal through2025. Use of therenewable energy portion of
thepublic pumpose chargeis limited to small-scale renewable energy projects less than 20
megawatts to encourage a diversity of thetypes of renewable energy resources developed.

10. Thereisanonbinding god tha onethird of the renewable energy resources will be small-scale

renewable energy projects.



