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BEFORE THE PUBLIC UTILITY COMMISSION
OF OREGON

UE 173
In the Matter of PACIFICORP (d/b/a Pacific CLOSING BRIEF OF PACIFICORP
Power & Light Company) Application for

Approval of Power Cost Adjustment
Mechanism

In this Closing Brief, PacifiCorp (or the “Company”) briefly responds to comments

8 made by the Industrial Customers of Northwest Utilities (“ICNU”) in its Reply Brief
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regarding the recent Commission Order in UE 165/UM 1187 (the “PGE Order”).

On pages 5 and 6 of its Reply Brief, ICNU states that a “comprehensive” PCAM
should be limited to “extraordinary” rather than “unusual” events because, unlike the hydro
costs considered in the PGE Order, “the power costs the Company proposes to include in a
comprehensive PCAM are largely within the Company’s control”.! ICNU cites
Mr. Falkenberg’s direct testimony (ICNU/100) at pages 29 and 30 in support of this
assertion.

Mr. Falkenberg’s cited testimony does not support ICNU’s statement.

Mr. Falkenberg’s cited testimony singles out only solid fuel costs, transmission expenses and
long-term contract costs as inappropriate for a PCAM, either because they are not volatile, or
because they are within the Company’s control. ICNU/100, Falkenberg 30. The categories
of costs identified by Mr. Falkenberg are not those that are causing the Company to seek a
PCAM. Mr. Widmer’s testimony identifies hydro conditions, weather conditions, wholesale
market prices for natural gas and electricity and the timing of forced outages as being beyond
the Company’s control. PP&L/200 Widmer 3. Mr. Widmer further explains that the reason

that the Company included a few categories of costs that are not especially volatile in its

"In ICNU’s view, an “extraordinary event” standard would justify a wider deadband
than the 100 basis points found appropriate in the PGE Order.
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proposed PCAM is that the failure to do so would cause a mismatching and potentially

permit the Company to recover more costs than it is actually incurring. PP&L/205,

Widmer 11.
ICNU also misstates and apparently misunderstands the PGE Order in respect to the
issue of “revenue neutrality.” ICNU Reply Brief at 6. The Commission did not “indicate

that a hydro-related PCAM must be revenue neutral, and this requires an asymmetric power
cost deadband because the cost of replacement power in poor hydro years is greater than the
benefits to customers in above-normal hydro years.” Rather, the Commission noted that
CUB made this argument in its Brief. PGE Order at 10. Moreover, ICNU appears to
erroneously conclude that the Commission’s policy of revenue neutrality somehow requires
that payments to a utility under a PCAM must equal credits to customers over time. To the
contrary, the Commission makes clear that it wishes to ensure that a PCAM “not bias overall
expected level of power cost recovery . . . over time.” PGE Order at 10 (emphasis added).
PacifiCorp has demonstrated in this proceeding that existing power cost
normalization methods do not permit it a reasonable opportunity to recover its power costs on
an expected basis over time because of issues of asymmetry. Assume, for example, that in
alternating years, over a ten-year period, the Company has power cost overruns of
$100 million and cost savings of $50 million, compared to normalized estimates made in
general rate cases.” ICNU would appear to argue that in order to assure “revenue neutrality”
in these circumstances, a PCAM should have equal payments and credits in alternating years.
However, this view is misplaced, because it would not result in the Company having a

reasonable opportunity to recover its “overall expected level of power costs” and would not

2 This is a hypothetical example not intended to depict any particular actual numeric
values.
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1 be “revenue neutral” over time. In this example, overall revenue neutrality is assured only if

2 the Company’s PCAM charges substantially exceed its PCAM credits.
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