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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 1 on the 
Klamath River (hereinafter "Klamath Dams"). 

In response to the KAP, the Oregon Legislature passed Senate Bill 76,2 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. 3 

1 Specifically, the dams are known as J.C. Boyle, Copco 1 and 2, and Iron Gate. 
2 Codified as ORS 757.732 - 757.744. 
3 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.4 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 21 9, 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 1 99 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 ,  201 0. 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 $1 9.06 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 ,  201 0.5 

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.6 If one or more of the Klamath Dams 
will not be removed, ORS 757.736(1 0) 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, the Commission adopted the staff recommendation to raise the 
surcharges in 201 3. 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 $1 84 million target. The 

4 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. 
5 ORS 757.736(3) 
6 ORS 757.736(9) 
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average residential consumer using 900 kWh a month had a bill impact of $0.1 1 per 
month as a result of this change. 

On June 1 0, 201 4, when staff last brought this issue before the Commission at the 
Public Meeting, the Commission adopted the staff recommendation not to raise the 
surcharges in 201 4. 

Current Review of Surcharge Rate Levels 
On June 2, 201 5, representatives from interested parties held a conference call to 
review the surcharge. The parties included staff, PacifiCorp, ICNU, CUB, Salmon River 
Restoration Council, 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 1 99 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 $1 8,286,995. 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 $1 83,342,41 9. 
This value is calculated as the sum of the actual collection with interest from March 
201 0 to February 201 5, and the forecast collection with interest from March 201 5 
through December 201 9. If the Commission did not change the present surcharge rates 
through 201 9, the current projections show a slight deficit of about $657,581 , given the 
$1 84 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. 1 0-364, interested parties will meet again in 201 6 to reassess 
the surcharge revenues, interest rates, updated load forecasts, and fund balances and 
to discuss other issues related to the annual surcharge review. 

The Company has reviewed this memo and has no areas of concerns. 
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PROPOSED COMMISSION MOTION: 

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

Klamath Dam Surcharge 
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