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1 BEFORETHE PUBLIC UTILITY COMMISSION
OFOREGON

2
UE 173

3

4 In theMatterof PACIFICORP(d/b/aPacific CLOSING BRIEF OF PACIFICORP
Power& Light Company)Applicationfor

5 Approvalof PowerCostAdjustment
Mechanism

6

7 In this ClosingBrief, PacifiCorp(or the“Company”) briefly respondsto comments

8 madeby theIndustrialCustomersofNorthwestUtilities (“ICN1J”) in its ReplyBrief

9 regardingtherecentCommissionOrderin UE 165/UM 1187(the“PGE Order”).

10 Onpages5 and6 of its ReplyBrief, ICNTJ statesthat a“comprehensive”PCAM

11 shouldbelimited to “extraordinary”ratherthan“unusual”eventsbecause,unlike thehydro

12 costsconsideredin thePGEOrder,“the powercoststheCompanyproposesto includein a

~ 13 comprehensivePCAM arelargelywithin theCompany’scontrol”. ICNU cites
14 Mr. Falkenberg’sdirect testimony(ICNU/100) atpages29 and 30 in supportof this

15 assertion.

16 Mr. Falkenberg’scitedtestimonydoesnot supportICNU’s statement.

17 Mr. Falkenberg’scitedtestimonysinglesout only solid fuel costs,transmissionexpensesand

18 long-termcontractcostsasinappropriatefor a PCAM, eitherbecausetheyarenot volatile, or

19 becausetheyarewithin theCompany’scontrol. ICNU/100,Falkenberg30. Thecategories

20 ofcostsidentifiedby Mr. Falkenbergarenot thosethat arecausingtheCompanyto seeka

21 PCAM. Mr. Widmer’stestimonyidentifieshydro conditions,weatherconditions,wholesale

22 marketpricesfor naturalgasandelectricityandthetiming offorcedoutagesasbeingbeyond

23 theCompany’scontrol. PP&L/200Widmer 3. Mr. Widmer furtherexplainsthat thereason

24 thattheCompanyincludedafew categoriesof coststhatarenot especiallyvolatile in its

25 In ICNU’ s view, an “extraordinaryevent”standardwouldjustify a widerdeadband

26 thanthe 100basispointsfoundappropriatein thePGEOrder.
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1 proposedPCAM is that thefailure to do so would causeamismatchingandpotentially

2 permit theCompanyto recovermorecoststhanit is actuallyincurring. PP&L/205,

3 Widmeril.

4 ICNTJalsomisstatesandapparentlymisunderstandsthePGEOrderin respectto the

5 issueof“revenueneutrality.” ICNU ReplyBrief at 6. TheCommissiondid not “indicate

6 that ahydro-relatedPCAM mustberevenueneutral,andthis requiresan asymmetricpower

7 costdeadbandbecausethecost ofreplacementpowerin poorhydroyearsis greaterthanthe

8 benefitsto customersin above-normalhydroyears.” Rather,theCommissionnotedthat

9 CUB madethis argumentin its Brief. PGEOrderat 10. Moreover,ICN1J appearsto

10 erroneouslyconcludethat theCommission’spolicy ofrevenueneutralitysomehowrequires

11 that paymentsto autility underaPCAM mustequalcreditsto customersover time. To the

12 contrary,theCommissionmakesclearthat it wishesto ensurethat aPCAM “not biasoverall
8/) ~

13 expectedlevel ofpowercostrecovery.. . overtime.” PGEOrderat 10 (emphasisadded).

14 PacifiCorphasdemonstratedin this proceedingthat existingpowercost
~

15 normalizationmethodsdo not permit it areasonableopportunityto recoverits powercostson

~ ~- 16 an expectedbasisovertime becauseofissuesofasymmetry.Assume,for example,that in

17 alternatingyears,overaten-yearperiod,the Companyhaspowercostoverrunsof

18 $100million andcostsavingsof$50 million, comparedto normalizedestimatesmadein

19 generalratecases.2ICNU would appearto arguethat in orderto assure“revenueneutrality”

20 in thesecircumstances,aPCAM shouldhaveequalpaymentsandcreditsin alternatingyears.

21 However,this view is misplaced,becauseit would notresultin theCompanyhavinga

22 reasonableopportunityto recoverits “overall expectedlevel ofpowercosts”andwould not

23

24

25
2 This is ahypotheticalexamplenot intendedto depictanyparticularactualnumeric

26 values.
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GEO~t~•.I~ GALL0WAY

,~éorgeM. Galloway

Attorneysfor PacifiCorp

1 be “revenueneutral”overtime. In this example,overallrevenueneutralityis assuredonly if

2 theCompany’sPCAM chargessubstantiallyexceedits PCAM credits.

3 DATED: January27, 2006.
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1 CERTIFICATE OF SERVICE

2 I herebycertify that I serveda trueandcorrectcopyoftheforegoingdocumentin

3 DocketUE 173 on thefollowing namedperson(s)on thedateindicatedbelowby emailand

4 first-classmail, addressedto saidperson(s)athis orher last-knownaddress(es)indicated

5 below.

12

LowreyR Brown
Citizens’Utility BoardofOregon
610 SW Broadway,Suite308
Portland OR 97205

JasonEisdorfer
Citizens’Utility Boardof Oregon
610 SW BroadwaySte308
PortlandOR 97205
j ason(~oreg~pç~i~r

MauryGalbraith
PublicUtility Commission
PU Box 2148
SalemOR 97308-2148
rnauiyjal~~~~state.or.us

David Hatton
DepartmentofJustice
RegulatedUtility & BusinessSection
1162CourtStreetNE
Salem,OR 97301-4096
david.hatto~state.or.us

DATED: January27, 2006.

MelindaJ. Davison
DavisonVanCleve
333 SW Taylor, Suite400
Portland,OR 97204
mail(~dvclaw.corn

RandallJ. Falkenberg
RFI Consulting,Inc.
PMB 362
8351RoswellRoad
Atlanta, GA 30350
consultrfi@aol.com

D DouglasLarson
PacifiCorp
OneUtahCenter
201 SouthMain Street,Suite2300
SaltLakeCity UT 84111

~

Page1 - CERTIFICATEOF SERVICE(UE 173)

6

7

8

9

10

11

C
N
N
Cs C

C N
ON

Ff2

ri
V
~ “I-
O N
VN

~r

13

14

15

16

17

18

19

20

21

22

23

24

25

26

Of Attorneysfor PacifiCorp

Portlnd3-1517290,1 0020011-00174


