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SUBJECT: PACIFIC POWER: (Docket No. UE 219) No Change to Schedule 199,
Klamath Dam Removal Surcharges.

STAFF RECOMMENDATION:

Staff recommends the Commission maintain the Pacific Power (“PacifiCorp” or
“Company”) Klamath Dam Removal Surcharges without change.

DISCUSSION:

Background
The Klamath Agreement in Principle (“KAP”) was signed November 13, 2008, by the

states of Oregon and California, the United States Department of the Interior, and by
PacifiCorp. The final agreement among the parties was entered on February 18, 2010.
The agreement sets in place a process for the ultimate removal of four dams’ on the
Klamath River (hereinafter “Klamath Dams”).

In response to the KAP, the Oregon Legislature passed Senate Bill 76, which
prescribes various actions, with specific timeframes, that must be taken by PacifiCorp
and the Commission to implement the final agreement. The Oregon Legislature
subsequently passed HB 3461 that enabled the Commission to direct the Klamath Dam
removal funds to the Oregon State Treasury (OST) for the potential of earning higher
rates of interest.’

! Specmcally the dams are known as J.C. Boyle, Copco 1 and 2, and iron Gate.
Z Codified as ORS 757.732 — 757.744.
® Codified as ORS 757.738(1)(c).
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On March 18, 2010, PacifiCorp filed Schedule 199 Klamath Dam Removal Surcharges
as required, along with the workpapers necessary for Staff to perform an analysis of
whether the surcharge rates comply with the applicable statutes.* As also required, the
tariff rates went into effect on the day they were filed, as the tariff was filed subsequent
to January 1, 2010. In Docket UE 219, Order No. 10-364, the Commission ordered that
no less than thirty days after the Company’s annual TAM filing, Staff, the Company, and
other interested parties review the status of surcharge collections to determine if
Schedule 199 surcharges should be revised. If revisions were required, then the
Company would be required to file a revised tariff within 60 days of the TAM filing.

The surcharges resulted in an overall increase in rates of 1.7 percent, based on the
annual revenue requirement and given the rates in effect as of January 1, 2010. The 1.7
percent is less than the two percent cap specified in section ORS 757.736(3). In any
year, the surcharges collected cannot exceed $19.06 million. This value is two percent
of PacifiCorp’s revenue requirement as determined by the Commission in the most
recent case concluded prior to January 1, 2010.°

At any time, if the Commission determines that surcharge collections exceed those
needed or allowed, the Commission has the discretion to direct the trust account trustee
to refund excess amounts to customers, to otherwise use the amounts to benefit
customers, or to adjust future surcharge amounts.® If one or more of the Klamath Dams
will not be removed, ORS 757.736(10) specifies the actions the Commission must take
for distribution of the collection fund.

At the May 8, 2012, Public Meeting, the Commission adopted the staff recommendation
not to raise the surcharges in 2012, and directed $30 million of the surcharge fund
monies to be deposited in the OST’s Oregon Intermediate Term Pool (OITP). After
working extensively with Treasury, the transfer of funds to the OITP took place in
September 2012. The interest earned through the OITP has been significantly greater
than previously achieved through the short term fund alternative.

On May 21, 2013, when staff last brought this issue before the Commission at the
Public Meeting, the Commission adopted the staff recommendation to raise the
surcharges in 2013. With an Oregon State Treasury short-term fund (OSTF) interest
rate of 0.57 percent and an OITP of 2.5 percent, the proposed change increased the
annual surcharge by $1.7 million and ensured the attainment of $184 million target. The

* ORS 757.736(7) requires that the amount of each surcharge shall be calculated based on a collection
schedule that will fund, by December 31, 2019, Oregon’s share of the customer contribution of the
$200 million identified in the KAP. Oregon's share is $184 million including interest.

° ORS 757.736(3)

® ORS 757.736(9)
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average residential consumer using 900 kWh a month had a bill impact of $0.11 per
month as a result of this change.

Current Review of Surcharge Rate Levels

On May 20, 2014, representatives from interested parties held a conference call to
review the surcharge. The parties included staff, PacifiCorp, ICNU, CUB, Pacific Coast
Federation of Fishermen’s Association, Oregon Fish and Wildlife, and the Oregon
Department of Water Resources.

Based on the treasury interest rate statements provided by the staff, the company
evaluated the Schedule 199 surcharge rates. The interest rates considered for the short
term fund- OSTF and the intermediate fund- OITP are 1 and 2.5 percent respectively.
With no change to the current level of surcharge rates, the total annual surcharge
collection is projected to be $18,208,791. This value is less than two percent specified
in ORS 757.736(3), and hence complies with the two percent cap. The total surcharge
collection (interest adjusted) projected at the current surcharge rates is $183,660,822.
This value is calculated as the sum of the actual collection with interest from March
2010 to February 2014, and the forecast collection with interest from March 2014
through December 2019. If the Commission did not change the present surcharge rates
through 2019, the current projections show a slight deficit of about $339,178, given the
$184 million target. For reference, the worksheet provided by the company is attached
with this memo.

The parties agreed that Klamath surcharges should be maintained at the current level
without any adjustment. The general consensus was also that alternative scenarios
either to increase or decrease current surcharge rates are not necessary since there is
sufficient time remaining to revise the surcharge should the forecast continue to show
slight undercollections. The parties understand that the Commission will have the
opportunity to revisit the surcharge rates next year as the surcharge levels are reviewed
annually.

Consistent with Order No. 10-364, interested parties will meet again in 2015 to reassess
the surcharge revenues, interest rates, updated load forecasts, and fund balances and
to discuss other issues related to the annual surcharge review.

PROPOSED COMMISSION MOTION:
Staff recommends the Commission allow Pacific Power to maintain the Klamath Dam
Removal Surcharges without change.

Klamath Dam Surcharge



O T Y

20
21

23

PACIFIC POWER
STATE OF OREGON
KLAMATH DAM REMOVAL SURCHARGES

ACTUAL AND FORECAST COLLECTIONS REFLECTING PRESENT RATES

Total Total
Actual Parlial Forecast Total
Actsal Actual Actual Actaal Actoal Collections 2014 Forccast 2015 2016 2017 2018 2019 Collections Collectiony
Sch C i C i Collecti Coll C i March 2010 Mar-Dec Forecast Forecast Forccast Forecast Forecast March 2014 Actux] pluy
Description No. Mar-Dec 2010 2011 2012 2013 Jan-Feb 2014 -Feb 2014 Coll Collections Collections Collections Collections Collections < Dec 2019 Forecnst
) @ (€] @) ) © M ® © (10) an 12) 3 (14) (15) 16
Residential
Residential 4 $5,078,272 $7.389.998 $7,341,033 $1.722,702 $1.815.199 $29,347.204 $6,149.493 $7.722,003 $7,749.107 $7,736,281 $7,753.962 $7,785,846 $44,896,692 $74,243.8%6
Total Residential $5,078,272 $7,389,998 $7,341,033 $7.7122,702 $1,815,199 $29,347,204 $6,149,493 $7,722,003 $7,749,107 $7,736,281 $7,753,962 $7,785.846 $44,896,692 $74,243,896
Commercinl & lodustrial
Gean. Sve. <31 kW 23 $1,098,596 $1,541,161 $1,540,603 $1,599,978 $310,863 $6,091,201 $1,354,899 $1,643,082 $1,656,805 $1,675,015 $1,673,914 $1,673,937 $9,677.651 $15,768,852
Gen. Sic. 31 -200 kW 28 $1,921,775 $2,615,111 $2,653,332 $2,775,078 $516,718 $10,482,014 $2,375,094 $2,880,044 $2,900,962 $2,932,113 $2,930,357 $2,930,606 $16,949.178 $27431,192
Gen. Sve. 2H - 999 kW 30 $1,234,997 $1,680,970 $1,710,016 $1.864,537 $324,598 $6,815,118 81,550,901 $1,880,309 $1,884,978 $1,903,127 $1,902,475 $1,903,240 $11,025.03¢ $17.840,148
Large General Service >= 1,(10) kW 43 $1,999.914 $2,778.591 $2,907,734 $3,228,705 $546,724 $11.461.669 $2,944,097 $3,564,685 $3,507,367 $3,525,557 $3,5217,961 $3,533,845 $20,603.512 $32,065,182
Partial Req. Sve. >= 1,000 kW 47 $152.122 $144,621 $58.223 $62,239 $10,265 $427.471 $58.945 $71.451 $71,294 371,903 $71,8%6 $71,948 $417.437 $844.908
Agricuitursl Pumping Scrvice 4 $223,060 $228,933 $254,505 $326,552 $1,504 $1.034.554 $330611 $331,367 $331,395 $331,367 $331,367 $331,367 $1,987.474 $3,022,028
Total Commercinl & Todustrial $6,630,466 $8,989,388 $9,124,412 $9,857,090 $1.710,672 $36.312,027 $8,614,548 $10,370,938 $10,352,802 $10,439,082 $10,437,971 $10,444,943 $60,660,283 $96,972,310
Lighting
Ouldoor Arca Lighting Service 15 $17,548 $22,783 $22,190 $22,647 $3,804 $88,972 $17,634 $21,561 $21,699 $21,868 $21,870 $21,892 $126,524 $215.496
Strect Lighting Servce 30 $13,809 $17,623 $17.049 $17.078 $2,867 $68,426 $14,930 $17,887 $17,952 $17,901 $17,901 $17,901 $104,471 $172,897
Street Lighting Service HPS 51 $42,740 $57,7117 $58,610 $61,157 $11.257 $231,481 $51,762 $62,014 $62,241 $62,063 $62,063 $62,063 $362,206 $593,687
Street Lighting Service 52 $1,356 $1.153 $1,039 $822 $155 $4,526 $934 $1,119 $1,123 $1.120 $1.120 $1.120 $6,534 $11,060
Strect Lighting Service 53 $7,999 $11,123 $11,023 $10,921 $1,947 $43,013 $9,454 $11,326 $11,368 $11.335 $11,335 $11.335 $66,154 $109,168
Recreational Field Lighting 54 $1,267 $1.793 $1,681 $2,168 $237 $7.146 $1,603 $1.944 $1.962 $1,984 $1,982 $1,982 $11,456 $18,602
Total Public Strect Lighting $84,719 $112,193 $111.592 $114,793 $20,267 $443,564 $96.316 $115.850 $116,345 $116,270 $116,270 $116,293 $677,345 $1,120,909
TOTAL $11,793.457 $16,491,579 $16,577,037 $17,694,584 $3.546,137 $66,102,795 SJ4,8_60,]57 $ I8,2_08 791 $18218,254 $18,291,633 $ I8,308,22] $ I8,347,0i& $106,234,320 $172,337,115
‘Forget Collection $12,795,572 $16,160,492 $16,160,492 $17,251.552 $3,055.712 $15,278,560 $18,408,988 $18,573,934 $18,658,920 $18,751,616 $18,845,547
Over/(Under) Collection ($1.002.115) $331.087 $416,545 $443,032 $490,425 ($418.203) ($200,197) ($355,680) ($367,287) (3443.413) ($498.465)
Interest (708) 20273 390360 745,764 142,383 $969.612 $1,387.441 $1,596,485 $1,808,351 $2.023.113 $2.240,633 11.323.707
Coltection plus Interest $11.792,749 $16.511.852 $16,961.398 $18.440,349 $3.688.520 $15.829,969 $19,596,232 $19,814,739 $20,099,984 $20,331,316 $20.587,715 $183.660,822

Target Oregon Bolance (w/interest)

Estimated Over/(Under) Amount

$184.000.000
($339,178)




