
PACIFIC POWER 
A DIVISION OF PACIFICORP 

June 6, 2014 

VIA ELECTRONIC FILING 

AND OVERNIGHT DELIVERY 

Oregon Public Utility Commission 
3930 Fairview Industrial Dr SE 
Salem, Oregon 97302-1166 

Attn: Filing Center 

825 NE Multnomah, Suite 2000 
Portland, Oregon 97232 

RE: UP _Application for an Order Authorizing Participation in the Spare Transformer 
Equipment Program 

Enclosed for filing by PacifiCorp d/b/a Pacific Power is an Application for an Order Authorizing 
Participation in the Spare Transformer Equipment Program. An original and one (1) copy will 
be provided via overnight delivery. 

PacifiCorp respectfully requests that all data requests regarding this matter be addressed to: 

By E-mail (preferred): 

By regular mail: Data Request Response Center 
PacifiCorp 
825 NE Multnomah, Suite 2000 
Portland, OR 97232 

Please direct informal questions with respect to this filing to Natasha Siores, Director of 
Regulatory Affairs and Revenue Requirement, at (503) 813-6583. 

Very truly yours, 

R. Bryce Dalley 
Vice President, Regulation 

Enclosure 



BEFORE THE PUBLIC UTILITY COMMISSION 
OF OREGON 

UP 

In the Matter of the Application of 
PACIFICORP d/b/a/ PACIFIC POWER 
for an Order Authorizing Participation in 
the Spare Transformer Equipment 
Program 

APPLICATION OF P ACIFICORP 

1 In accordance with ORS 757.485 and OAR 860-027-0025, PacifiCorp d/b/a Pacific 

2 Power (PacifiCorp or Company), seeks approval from the Public Utility Commission of 

3 Oregon (Commission) to participate in the Edison Electric Institute's (EEl) Spare 

4 Transformer Equipment Program (STEP), which would allow for the sharing of spare 

5 transformers with member utilities in the event of an act of terrorism. 

6 I. Background 

7 On July 18, 2006, EEl, on behalf of the then participating utilities, filed an application 

8 with the Federal Energy Regulatory Commission (FERC) to gain authorization for 

9 jurisdictional public utilities to engage in the future transfers of transformers pursuant to a 

1 0 sharing agreement. A copy of the Spare Transformer Sharing Agreement (Agreement) is 

11 provided as Attachment A to this filing. On September 22, 2006, FERC approved the request 

12 and noted: 

13 Without the Agreement. utilities would have to purchase 
14 substantially more transformers to achieve the same recoverv 
15 capability incurring substantially higher costs. or experience 
16 the inherent time delay associated with finding, negotiating for. 
1 7 ordering, transporting, and testing a replacement transformer. 
18 Furthermore. the Agreement establishes the obligation to share 
19 spare transformers with Participating Utilities if there is a 
20 Triggering Event. Accordingly, we find that the sharing 
21 arrangement in the Agreement is prudent. 1 
22 

1 FERC Declaratory Order 116 FERC � 61,280 at� 39 
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1 EEl's STEP was the result of FERC's approval. STEP is an electric industry program 

2 that strengthens the sector's ability to restore the nation's transmission system more quickly in 

3 the event of a terrorist attack. STEP represents a coordinated approach to increasing the 

4 electric power industry's inventory of spare transformers and streamlining the process of 

5 transferring those transformers to affected utilities in the event of a transmission outage 

6 caused by a terrorist attack. 

7 Under the program, each participating electric utility is required to maintain and, if 

8 necessary, acquire a specific number of spare transformers. STEP requires each participating 

9 utility to sell its spare transformers if requested to any other participating utility that suffers a 

10 "triggering event", which is defined in section 1.1 of the sharing agreement as: 

11 an act or coordinated acts of deliberate, documented terrorism, 
12 as defined in the Homeland Security Act of 2002, 6 U. S.C. 
13 § 1 01 (15), as the same may be amended from time to time, 
14 resulting in (1) the destruction or long-term disabling of one or 
15 more electric transmission substations, and (2) the declaration 
16 of a state of emergency by the President of the United States 
17 pursuant to the National Emergencies Act, 50 U.S.C. § 1601 et 
18 seq., as the same may be amended from time to time. 
19 

20 The STEP sharing agreement, which was negotiated among more than 50 utilities 

21 through a multi-year, industry-wide consensus building process, provides each participating 

22 utility with legally-enforceable rights to access readily-available spare transformer capacity 

23 that has been committed to STEP. Should a triggering event occur, affected participating 

24 utilities are entitled to exercise call rights to acquire any of the spare transformers committed 

25 under STEP in the relevant voltage class. Unlike a voluntary mutual assistance program, 

26 these call rights are self-executing and are legally enforceable through rights to seek specific 

27 performance. 
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1 On December 6, 2013, the Company entered into the Agreement with other 

2 participating utility companies across the United States. The Company will not become a 

3 full participating member of STEP until the Company can demonstrate receipt of all required 

4 state regulatory approvals. 2 

5 The Company has evaluated the risk of having to sell a spare transformer to another 

6 STEP participating utility and believes that the combination of committing existing spare 

7 transformers and the low probability of a triggering event occurrence result in an acceptable 

8 risk. While the Company takes steps to maintain the safety and security of its substations, it 

9 does not believe it is reasonable or economically feasible to amass a spare transformer 

10 inventory large enough to allow full system restoration following a worst case scenario 

11 terrorist attack. Furthermore, the Company's customers will benefit from the increased 

12 access to available spare transformers in the event that the Company experiences a triggering 

13 event without the added costs of significant increases in its spare transformer inventory. 

14 As more fully explained below, this transaction will not affect PacifiCorp's ability to 

15 perform its public duties. 

16 II. 

17 

18 

19 
20 
21 

22 
23 

Compliance with OAR 860-027-0025(1) Filing Requirements 

A. Address 

The Company's exact name and address of its principal business office are: 

B. 

PacifiCorp 
825 NE Multnomah Street 
Portland, OR 97232 

State in which incorporated; date of incorporation; other states in which 
authorized to transact utility business 

2 Spare Transformer Sharing Agreement, § 2.3 Required Regulatory Approvals 
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1 PacifiCorp is a corporation organized and existing under and by the laws of the State 

2 of Oregon. PacifiCorp's date of incorporation is August 11, 1987. PacifiCorp is authorized 

3 to provide retail electric service in Oregon, California, Washington, Idaho, Wyoming, and 

4 Utah. 

5 c. Communications and notices 

6 All notices and communications with respect to this Application should be addressed 

7 to: 

PacifiCorp Oregon Dockets 
825 NE Multnomah, Ste 2000 
Portland, OR 97232 

Michelle Mishoe 
Senior Counsel 
PacifiCorp 

Email: OregonDockets@pacificorp.com 825 NE Multnomah, Ste 1800 
Portland, OR 97232 
Telephone: 503.813.5977 
Facsimile: 503.813.7252 
Email: michelle.mishoe@pacificorp.com 

8 In addition, PacifiCorp respectfully requests that all data requests regarding this 

9 matter be addressed to: 

10 

11 
12 
13 
14 

By e-mail (preferred) 

By regular mail 

datarequest@pacificorp.com 

Data Request Response Center 
PacifiCorp 
825 NE Multnomah, Suite 2000 
Portland, OR 97232 

15 Informal inquires may also be directed to Natasha Siores, Director of Regulatory 

16 Affairs and Revenue Requirement at (503) 813-6583. 

17 D. Principal officers 

Name Title 

Gregory E. Abel Chairman of Board & Chief Executive Officer 
Micheal G. Dunn President, PacifiCorp Energy 
A. Richard Walie President, Rocky Mountain Power 
R. Patrick Reiten President, Pacific Power 
Douglas K. Stuver Senior Vice President & Chief Financial Officer 

18 E. Description of business; designation of territories served 
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1 The Company engages in the generation, purchase, transmission, distribution and sale 

2 of electric energy in Benton, Clackamas, Clatsop, Coos, Crook, Deschutes, Douglas, Gilliam, 

3 Hood River, Jackson, Jefferson, Josephine, Klamath, Lake, Lane, Lincoln, Linn, Marion, 

4 Morrow, Multnomah, Polk, Sherman, Tillamook, Umatilla, Wallowa, Wasco, and 

5 Washington Counties in Oregon. PacifiCorp also engages in the generation, purchase, 

6 transmission, distribution and sale of electric energy in the states of Washington, California, 

7 Idaho, Wyoming, and Utah. 

8 
9 

10 
11 

F. Statement showing for each class and series of capital stock: brief 
description; amount authorized; amount outstanding; amount held as 
required securities; amount pledged; amount owned by affiliated 
interests; amount held in any fund 

12 Not applicable. This transaction does not involve the sale of financial instruments or 

13 PacifiCorp stock. 

14 
15 
16 
17 

18 

19 
20 

G. Statement showing for each class and series of long-term debt and notes: 
brief description of amount authorized; amount outstanding; amount 
held as required securities; amount pledged; amount held by affiliated 
interests; amount in sinking and other funds 

Not applicable. This transaction does not involve the sale of financial instruments. 

H. Purpose of application; description of consideration and method of 
arriving at amount thereof 

21 PacifiCorp will participate in STEP as a way to increase resources for responding to 

22 terrorist attacks. The Company will be able to receive spare transformers from other 

23 participating utilities and send transformers to participating affected utilities in such 

24 circumstances. Transformers will typically be priced according to replacement costs, which 

25 include costs of acquiring a replacement transformer, delivery transportation cost, tax 

26 liabilities and other costs. Costs of transformers can exceed $1,000,000. 
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1 
2 
3 

I. Statement of facilities to be disposed of; description of present use and 
proposed use; inclusion of all operating facilities of parties to the 
transaction 

4 Based on preliminary information provided by EEl, the Company believes that its 

5 obligation under the sharing agreement will be two spare transformers. The first transformer 

6 rated 500-230 kV and 193 MVA, and the second transformer rated 345-138 kV and 141 

7 MV A. This obligation is subject to adjustment as determined by the commitment formula in 

8 the sharing agreement. 3 The Company has determined that it will meet the obligation by 

9 committing existing available spare transformers that are already maintained by the 

10 Company for potential use. The commitment of the two transformers does not prohibit the 

11 Company from utilizing the equipment for its own needs so long as the spare transformers 

12 are replaced within 18 months.4 PacifiCorp will only transfer spare transformers if called 

13 upon by another participating utility if that utility experiences loss or disablement of a 

14 transmission substation due to an act of terrorism and cannot reinstate such substation with 

15 its own resources. 

16 
17 

J. Statement by primary account of cost of the facilities and applicable 
depreciation reserve 

18 Because the possible transfer and sale of transformers is executory, appropriate 

19 bookkeeping entries will be made at the time of any future transfer and sale of transformers. 

20 The allowable purchase price for transformer(s) transferred to a utility experience a 

21 triggering event is defined in the sharing agreement. 5 STEP charges an annual fee, the 

22 Company would pay approximately $5,000, to participate in the transformer exchange 

3 Spare Transformer Sharing Agreement, § 1.1 Definitions 
4 Spare Transformer Sharing Agreement, § 3.3 Obligation to Replace 
5 Spare Transformer Sharing Agreement, § 4.7 Determination of Purchase Price 
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1 program. At this time, the Company does not seek approval of any ratemaking treatment for 

2 the sharing agreement fees and any new inventory required by the terms of the agreement. 

3 K. Required filings with other state or federal regulatory bodies 

4 PacifiCorp filed applications for approval with the Washington Utilities and 

5 Transportation Commission, the Utah Public Service Commission, the Idaho Public Utilities 

6 Commission and the Wyoming Public Service Commission. PacifiCorp filed an advice letter 

7 for approval from the California Public Utilities Commission. 

8 
9 

L. Facts relied upon by applicant to show transaction is within the public 
interest 

10 ORS 757.485 requires Commission approval for purchases by a public utility of 

11 property of another public utility used for utility purposes having a value in excess of 

12 $10,000. OAR 860-027-0025(1 )(1) requires that the utility show that such a proposed sale is 

13 "consistent with the public interest." The Commission has previously held that this standard 

14 requires only a "no harm" showing. 6 

15 The proposed transaction will not harm customers. PacifiCorp will only be 

16 committing spare transformers to STEP and will only be required to provide spare 

17 transformers in limited circumstances. PacifiCorp's inventory needed to respond to its own 

18 maintenance and outage response requirements will not be comprised. Additionally, the 

19 Company will benefit by being able to draw upon other utilities' resources in the event of a 

20 terrorist attack. 

6 See, e.g., In the Matter of a Legal Standard for Approval of Mergers, Docket UM lOl l ,  Order No. 01-778 
(Sept. 4, 2001) ("The remainder of the statutory scheme, those statutes governing transfer, sale, affiliated 
interest transactions, and contracts, either expresses no standard (for instance, ORS 757.480, .485) and has been 
read to require a no harm standard, or contains a 'not contrary to the public interest' standard (ORS 757.490, 
.495.)") (emphasis added); In the Matter of the Application of PacifiCorp, Docket UP 168, Order No. 00-112, at 
6 (Feb. 29, 2000) (regarding the sale of the Centralia generating plant); In the Matter of Portland General 
Electric, Docket UP 158, Order No. 00-111, at 2 (Feb. 29, 2000) (regarding the sale of the Colstrip generating 
units); In the Matter of the Application of Portland General Electric, Docket UP 165/UP 170, Order No. 99-
730, at 7(Nov. 29, 1999) (regarding the sale of the Centralia generating plant). 
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1 
2 

M. Reasons relied upon for entering into the proposed transaction; benefits 
to customers 

3 Please refer to sections I. and L., and the Background Section, above. 

4 
5 
6 

N. Amount of stock, bonds, or other securities, now owned, held or 
controlled by applicant, of the utility from which stock or bonds are 
proposed to be acquired 

7 Not applicable. This transaction does not involve the sale of stock or other financial 

8 instruments. 

9 0. Statement of franchises held; date of expiration; facilities of transferees 

10 Not applicable. This transaction will not affect PacifiCorp's service territory. 

11 III. Compliance with OAR 860-027-0025(2) Filing Requirements 

12 A. Exhibit A. Articles of Incorporation 

13 Not applicable. Review of the Articles of Incorporation would not advance the 

14 Commission's analysis of this Application because the subject transaction involves the 

15 conveyance of utility property and does not affect the Company's corporate structure or 

16 governance. 

17 B. Exhibit B. Bylaws 

18 Not applicable. Review of PacifiCorp's bylaws would not advance the Commission's 

19 analysis of this Application because the subject transaction involves the conveyance of utility 

20 property and does not affect the Company's corporate structure or governance. 

21 c. Exhibit C. Resolution of directors authorizing transaction 

22 Not applicable. This transaction did not require approval from the Company's board 

23 of directors. 

24 
25 

26 

D. Exhibit D. Mortgages, trust, deeds or indentures securing obligation of 
each party 

Not applicable. 
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1 
2 
3 

E. Exhibit E. Balance sheet showing booked amounts, adjustments to record 
the proposed transaction and pro forma, with supporting fixed capital or 
plant schedules in conformity with the forms in the annual report 

4 Not applicable. This transaction will not materially affect the Company's balance 

5 sheet. 

6 F. Exhibit F. Known contingent liabilities 

7 Not applicable. There are no known contingent liabilities associated with this 

8 transaction. 

9 
10 
11 

G. Exhibit G. Comparative income statements showing recorded results of 
operations, adjustments to record the proposed transaction and pro 
forma, in conformity with the form in the annual report 

12 Not applicable. The transaction will not materially affect the Company's income 

13 statement. 

14 
15 

H. Exhibit H. Analysis of surplus for the period covered by income 
statements referred to in G 

16 The transaction will not materially affect the Company's income statement. See 

17 request for waiver in Section IV below. 

18 I. Exhibit I. Copy of contract for transaction and other written instruments 

19 Included with this Application as Attachment A is a copy of the Spare Transformer 

20 Sharing Agreement. 

21 
22 

J. Exhibit J. Copy of each proposed journal entry to be used to record the 
transaction 

23 Because the possible transfer and sale of transformers is executory, appropriate 

24 bookkeeping entries will be made at the time of any future transfer and sale of transformers. 

25 
26 
27 

K. Exhibit K. Copy of each supporting schedule showing the benefits, if any, 
which each applicant relies upon to support the facts required by (1)(1) of 
this rule and reasons as required by (l)(m). 
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1 This Application and attachments contain the necessary information to demonstrate 

2 the benefits of this transaction and for the Commission to base its decision. However, the 

3 Company is prepared to provide additional information as requested by the Commission. 

4 IV. 

5 

6 

7 

8 

9 

Prayer for Relief 

PacifiCorp respectfully requests a Commission order: 

(a) finding that PacifiCorp's participation in the Spare Transformer Equipment 

Program will not harm the Company's customers and is consistent with the public 

interest; 

(b) granting other such relief as the Commission deems necessary and proper. 

DATED: June 6, 2014. 

Respectfully submitted, 

Senior Counsel 
Pacific Power 
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ATTACHMENT A 

Spare Transformer Sharing Agreement 



CONFORMED COPY AS OF MARCH 2011 

SPARE TRANSFORMER SHARING AGREEMENT 

This Spare Transformer Sharing Agreement, dated as of March 15, 2006 
(this "Agreement") is entered into by and among each entity that executes and delivers 
this Agreement, as contemplated hereby (each, a "Party"). 

WHEREAS, each Party owns or has rights to own or access, or intends to 
acquire ownership of or rights to own or access, one or more Qualified Spare 
Transfonners (as defined below); and 

WHEREAS, each Party desires to participate in an arrangement to share 
such Qualified Spare Transformers under certain circumstances; and 

WHEREAS, each Party desires to memorialize in a written agreement 
such circumstances and all related rights, responsibilities and obligations associated 
therewith in an agreement by and among all such Parties; and 

WHEREAS, each Party acknowledges that this Agreement is the written 
agreement so contemplated to be entered into by and among all such Parties; and 

WHEREAS, this Agreement originally became effective as of March 15, 
2006; 

WHEREAS, by virtue of that certain Amendment No. 1 to this 
Agreement, entered into as of June 15, 2007, Article XI, Section 9.5 and Section 12.9 of 
this Agreement were duly amended, in accordance with the provisions of Section 12.3 
hereof, to add a new Section 11.4, to add two new sentences to the end of Section 9.5 and 
to add two new sentences to the end of Section 12.9 (such amendments, collectively, the 
"Amendments"); and 

WHEREAS, on August 7, 2007, the 345-138 Equipment Sub-Committee 
and the 230-138 Equipment Sub-Committee made certain modifications to their 
respective minimum standards originally set forth on Exhibit A hereto (such 
modifications, collectively, the "Minimum Standard Modifications"); and 

WHEREAS, this Agreement has been conformed to incorporate herein 
each of the Amendments and each of the Minimum Standard Modifications. 

NOW, THEREFORE, in consideration of these premises and the 
representations, warranties, covenants and agreements contained herein, each Party, 
intending to be legally bound hereby, agrees as follows: 



ARTICLE I 

DEFINITIONS 

Section 1.1 Definitions. As used in this Agreement, the following 
capitalized terms have the meanings set forth below: 

"Affiliate" means with respect to any Person, each other Person that directly or indirectly, 
through one or more intennediaries, controls, is controlled by, or is under common 
control with such Person. For purposes of this definition, "control" means the ability to 
elect or appoint, directly or indirectly, a majority of the board of directors or other 
governing body of the relevant Person. 

"Approval Date" means (i) if there are Required Regulatory Approvals set forth on a 
Party's signature page to this Agreement, the earliest of the date on which a Party has 
obtained all such Required Regulatory Approvals and the date on which a Party 
determines that it is no longer required to obtain any such Required Regulatory 
Approvals, or (ii) if there are no Required Regulatory Approvals set forth on a Party's 
signature page to this Agreement, the date on which such Party has executed and 
delivered this Agreement. 

"Business Day" means any day other than Saturday, Sunday and any day which is a day 
on which banking institutions in the State of New York are authorized by law or other 
governmental action to close. 

"Call Notice" has the meaning set forth in Section 4.1. 

"Call Right" has the meaning set forth in Section 4.1. 

"Commit" or "Committed" or "Committing" means that a Participating Utility 
unconditionally commits, or has committed, subject to the terms of this Agreement, all or 
a portion of a specifically designated Qualified Spare Transformer that is owned by such 
Participating Utility, or that such Participating Utility otherwise has rights to own or 
access, such that if a Call Right is properly exercised pursuant to the terms of Aliicle IV 
hereof, the Participating Utility, together with all other Persons that also own or have 
access to such Qualified Spare Transformer, is obligated to sell, or cause to be sold, such 
Qualified Spare Transformer pursuant to this Agreement. 

"Commitment Fonnula" means the formula described below for calculating the MV A 
required to be Committed by Participating Utilities in respect of a particular Equipment 
Class: 

In calculating the MV A required to be Committed by Participating Utilities in 
respect of a particular Equipment Class, each Participating Utility that is a 
member of such Equipment Class must provide the relevant Equipment Sub-

2 



Committee with the following information: (i) the number of banks of spare 
transformers and the total MVA represented thereby ("Needed MVA") that such 
Participating Utility would need, in the event that it suffers an S-5 contingency in 
respect of such Equipment Class (i.e., it has lost five substations that utilize spare 
transformers in such Equipment Class), to restore its system to satisfy an N-0 
Contingency, (ii) the total amount of such Participating Utility's connected MV A 
in such Equipment Class ("Connected MV A"), and (iii) the total number of 
qualified spare transformers, together with their MV A, that such Participating 
Utility then owns and is willing to share with others under this Agreement 
("Available Spares"); provided, however, that such number of Available Spares 
shall in no way be deemed to limit a Participating Utility's Required Obligation in 
any way. 

Based on the foregoing information, the relevant Equipment Sub-Committee will 
(i) sum the Needed MVA reported by all Participating Utilities in the subject 
Equipment Class (such sum, the "Aggregate Needed MV A"), (ii) sum the 
Connected MV A reported by all Participating Utilities in such Equipment Class 
(such sum, the "Aggregate Connected MV A"), and (iii) determine the "MV A 
Factor," which shall mean the sum of the Needed MVA reported by the 
Participating Utility reporting the largest Needed MVA in such Equipment Class 
and the amount of MVA represented by the Available Spares reported by such 
Participating Utility. 

Then, the relevant Equipment Sub-Committee shall detem1ine the Required 
Obligation for each Participating Utility in respect of such Equipment Class by 
calculating, with respect to each Participating Utility, the average of (i) the MV A 
Factor multiplied by the ratio of such Participating Utility's Needed MVA to the 
Aggregate Needed MV A, and (ii) the MV A Factor multiplied by the ratio of such 
Participating Utility's Connected MV A to the Aggregate Connected MV A. The 
resulting average for each Participating Utility shall be the MV A required to be 
Committed by it for that Equipment Class. 

For illustrative purposes only, Exhibit B includes an example of the application of the 
foregoing Commitment Formula to determine the Required Obligation for hypothetical 
Participating Utilities in a hypothetical Equipment Class. 

"Effective Date" has the meaning set forth in Section 2.1. 

"Equipment Class" means one of the classes of spare transformers identified on Exhibit A 
to this Agreement, provided, however, that the Equipment Committee may revise such 
Exhibit A, from time to time, to add additional classes of spare transformers thereto, with 
any such revisions to become automatically effective for all purposes hereunder upon the 
affirmative action of the Equipment Committee. 

"Equipment Committee" means the Equipment Committee contemplated by Article V. 

3 
















































































