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May 15, 2018
VIA ELECTRONIC FILING

Public Utility Commission of Oregon
201 High Street SE, Suite 100
Salem, OR 97301-3398

Attn:  Filing Center
RE: UE 344—PacifiCorp’s 2017 Power Cost Adjustment Mechanism

PacifiCorp d/b/a Pacific Power encloses for electronic filing its 2017 Power Cost Adjustment
Mechanism (PCAM) filing.

In Order No. 12-493, the Public Utility Commission of Oregon (Commission) approved a PCAM
to allow PacifiCorp to recover the difference between actual net power costs (NPC) incurred to
serve customers and the base NPC established in PacifiCorp’s annual transition adjustment
mechanism (TAM) filing. The amount recovered from or refunded to customers for a given year
IS subject to the following parameters:

e Asymmetrical Deadband. Any variance between negative $15 million and positive $30
million will be absorbed by the company.

e Sharing Band. Any variance above or below the deadband will be shared 90 percent by
customers and 10 percent by the company.

e Earnings Test. If PacifiCorp’s earned return on equity (ROE) is within plus or minus 100
basis points of the allowed ROE, there will be no recovery from or refund to customers.

e Amortization Cap. The amortization of deferred amounts are capped at six percent of the
revenue for the preceding calendar year.

On an Oregon-allocated basis, actual PCAM costs were $2.3 million more than base PCAM
costs established in the 2017 TAM (docket UE 307). The application of the deadband results in
no recovery for the 2017 PCAM. Because Schedule 206, the Power Cost Adjustment
Mechanism, is currently set at zero cents per kilowatt hour for all schedules, no tariff change is
required at this time.

In compliance with Order No. 17-524, PacifiCorp includes supporting direct testimony of
Michael G. Wilding that includes a discussion of any unusual expenses incurred over the course
of the 2017 PCAM year and large deviations of actual NPC from forecasted NPC. A differential
worksheet indicating actual minus base power costs for each separate cost category in the PCAM
on a gross cost and per MWh unit basis is included in the workpapers accompanying this filing.

Confidential material supporting this filing is provided under Order No. 18-165.
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PacifiCorp respectfully requests that all communications related to this filing be addressed to:

Oregon Dockets Matthew McVee

PacifiCorp Chief Regulatory Counsel

825 NE Multnomah Street, Suite 2000 825 NE Multnomah Street, Suite 1800
Portland, OR 97232 Portland, OR 97232
oregondockets@pacificorp.com Matthew.mcvee@pacificorp.com

Additionally, PacifiCorp requests that all formal information requests regarding this matter be
addressed to:

By E-mail (preferred): datarequest@pacificorp.com
By regular mail: Data Request Response Center
PacifiCorp

825 NE Multnomah, Suite 2000
Portland, OR 97232

Informal inquiries may be directed to Natasha Siores at (503) 813-6583.

Sincerely,

Etta Lockey
Vice President, Regulation

cc: Service List UE 263
Service List UE 323



CERTIFICATE OF SERVICE

I certify that | served a true and correct copy of PacifiCorp’s 2017 Power Cost
Adjustment Mechanism on the parties listed below via electronic mail and/or overnight
delivery in compliance with OAR 860-001-0180.

Service List
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OREGON CITIZENS' UTILITY BOARD
610 SW BROADWAY, STE 400
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GREGORY M. ADAMS
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PO BOX 7218
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GREG BASS
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SOLUTIONS, LLC
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KURT J BOEHM

BOEHM KURTZ & LOWRY
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CINCINNATI, OH 45202
kboehm@bkllawfirm.com

STEVE W CHRISS (C)
WAL-MART STORES, INC.
2001 SE 10TH ST
BENTONVILLE, AR 72716-0550
stephen.chriss@wal-mart.com

MARIANNE GARDNER (C)
PUBLIC UTILITY COMMISSION OF
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PO BOX 1088

SALEM, OR 97308-1088
marianne.gardner@state.or.us

KEVIN HIGGINS

ENERGY STRATEGIES LLC

215 STATE ST - STE 200

SALT LAKE CITY, UT 84111-2322
khiggins@energystrat.com

ROBERT JENKS (C)

OREGON CITIZENS' UTILITY BOARD
610 SW BROADWAY, STE 400
PORTLAND, OR 97205
bob@oregoncub.org

SARAH E LINK (C)

PACIFIC POWER

825 NE MULTNOMAH ST STE 1800
PORTLAND, OR 97232
sarah.link@pacificorp.com

JODY KYLER COHN
BOEHM, KURTZ & LOWRY
36 E SEVENTH ST STE 1510
CINCINNATI, OH 45202
jkyler@bkllawfirm.com

KATHERINE A MCDOWELL (C)
MCDOWELL RACKNER & GIBSON PC
419 SW 11TH AVE., SUITE 400
PORTLAND, OR 97205
katherine@mcd-law.com

SAMUEL L ROBERTS (C)
HUTCHINSON COX COONS ORR &
SHERLOCK

777 HIGH ST STE 200

PO BOX 10886

EUGENE, OR 97440
sroberts@eugenelaw.com




TRACY RUTTEN

LEAGUE OF OREGON CITIES
1201 COURT STREET NE
SUITE 200

SALEM, OR 97301
trutten@orcities.orqg

IRION A SANGER (C)
SANGER LAW PC
1117 SE 53RD AVE
PORTLAND, OR 97215
irion@sanger-law.com

DONALD W SCHOENBECK (C)
REGULATORY & COGENERATION
SERVICES INC

900 WASHINGTON ST STE 780
VANCOUVER, WA 98660-3455
dws@r-c-s-inc.com

NONA SOLTERO

FRED MEYER STORES/KROGER
3800 SE 22ND AVE

PORTLAND, OR 97202
nona.soltero@fredmeyer.com

DOUGLAS C TINGEY

PORTLAND GENERAL ELECTRIC
121 SW SALMON 1WTC1301
PORTLAND, OR 97204
doug.tingey@pgn.com

JAY TINKER

PORTLAND GENERAL ELECTRIC
121 SW SALMON ST 1WTC-0306
PORTLAND, OR 97204
pge.opuc.filings@pgn.com

MICHAEL T WEIRICH (C)

PUC STAFF--DEPARTMENT OF
JUSTICE

BUSINESS ACTIVITIES SECTION
1162 COURT ST NE

SALEM OR 97301-4096
michael.weirich@state.or.us

PACIFICORP, DBA PACIFIC POWER
825 NE MULTNOMAH ST, STE 2000
PORTLAND OR 97232
oregondockets@pacificorp.com

Dated May 15, 2018.

Katie Savarin
Coordinator, Regulatory Operations
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MATTHEW MCVEE (C)
PACIFICORP

825 NE MULTNOMAH
PORTLAND, OR 97232
matthew.mcvee@pacificorp.com

SIERRA CLUB

TRAVIS RITCHIE (C) JOSHUA SMITH
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SIERRA CLUB
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1162 COURT ST NE

SALEM, OR 97301
sommer.moser@doj.state.or.us

Dated May 15, 2018.

Vet Javen__

Katie Savarin
Coordinator, Regulatory Operations
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Please state your name, business address, and present position with PacifiCorp
d/b/a Pacific Power.
My name is Michael G. Wilding. My business address is 825 NE Multnomah Street,
Suite 600, Portland, Oregon 97232. My title is Director, Net Power Costs and
Regulatory Strategy.
QUALIFICATIONS

Briefly describe your education and professional experience.
| received a Master of Accounting from Weber State University and a Bachelor of
Science degree in accounting from Utah State University. | am a Certified Public
Accountant licensed in the state of Utah. Before joining the company, | was
employed as an internal auditor for Intermountain Healthcare and an auditor for the
Utah State Tax Commission. | have been employed by PacifiCorp since February
2014.
Have you testified in previous regulatory proceedings?
Yes. | have filed testimony in proceedings before the public service commissions in
Oregon, California, Washington, Idaho, Utah, and Wyoming.

PURPOSE OF TESTIMONY
What is the purpose of your testimony in this proceeding?
My testimony presents and supports PacifiCorp’s calculation of the Power Cost
Adjustment Mechanism (PCAM) costs for the 12-month period beginning
January 1, 2017, through December 31, 2017 (Deferral Period). More specifically,

my testimony provides:

Direct Testimony of Michael G. Wilding
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» Abackground on the PCAM and an accounting of how the PCAM balance
was calculated for the Deferral Period;
» Adiscussion of the main differences between adjusted actual net power costs
(Actual NPC) and net power costs in rates (Base NPC); and
» Adiscussion about PacifiCorp’s participation in the energy imbalance market
(EIM) with the California Independent System Operator (CAISO) and the
benefits passed through to customers.
Are additional witnesses presenting testimony specifically for the PCAM and
Rate Schedule 206 in this case?
No.
SUMMARY OF THE PCAM DEFERRAL CALCULATION
Please briefly describe PacifiCorp’s PCAM authorized by the Public Utility
Commission of Oregon (Commission).
Commission Order No. 12-493 approved a PCAM to allow PacifiCorp to recover the
difference between actual PCAM costs incurred to serve customers and the base
PCAM costs established in PacifiCorp’s annual transition adjustment mechanism
(TAM) filing.! PCAM costs include NPC, non-NPC EIM costs, other revenues, and
Production Tax Credits (PTC).
Please summarize the calculation of the PCAM deferral included in this filing.
For the Deferral Period, on an Oregon-allocated basis, actual PCAM costs are
$2.3 million more than base PCAM costs established in docket UE 307 (2017 TAM).

The application of the deadband results in no recovery through the 2017 PCAM.

! In the Matter of PacifiCorp, dba Pacific Power, Request for a General Rate Case, Docket No. UE 246, Order
No. 12-493 (Dec. 20, 2012)(Order No. 12-493).

Direct Testimony of Michael G. Wilding
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Are there any changes to the PCAM calculation?

Yes. Per Senate Bill 1547, forecasted and actual allocated PTCs are included in the
PCAM. In addition, per Order No. 17-524 in docket UE 327, the EIM rate of return
costs have been excluded from the PCAM deferral calculation.?

Q. Have you provided detailed support for the calculation of the PCAM balance
with your testimony?

A Yes. Exhibit PAC/101 is a summary of the calculation of PacifiCorp’s 2017 PCAM
deferral on a monthly basis. Detailed workpapers supporting Exhibit PAC/101 are
provided separately.

PCAM DEFERRAL CALCULATION
Q. Please describe the calculation of the PCAM deferral included in this filing.
The PCAM deferral is calculated on a monthly basis by comparing actual PCAM
costs to base PCAM on a per-unit basis. The amount recovered from or refunded to
customers for a given year is subject to the following parameters:
» Asymmetrical Deadband. Any PCAM difference between negative $15
million and positive $30 million will be absorbed by the company.
e Sharing Band. Any PCAM difference above or below the deadband will be
shared 90 percent by customers and 10 percent by PacifiCorp.
» Earnings Test. If PacifiCorp’s earned return on equity (ROE) is within plus or
minus 100 basis points of the authorized ROE, there will be no recovery from

or refund to customers.

2 In the Matter of PacifiCorp, dba Pacific Power, 2016 Power Cost Adjustment Mechanism, Docket No. UE
327, Order No. 17-524 (Dec. 27, 2017)(Order No. 17-524).
3 Confidential workpapers are provided to the Commission under OAR 860-01-0070.

Direct Testimony of Michael G. Wilding
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* Amortization Cap. The amortization of deferred amounts are capped at six
percent of the revenue for the preceding calendar year.
For the Deferral Period the PCAM differential was $2.3 million before
application of the deadband. Therefore, PacifiCorp is not requesting a rate change to
Schedule 206. A summary of the deferral calculation is shown in Table 1.

Table 1
Summary of PCAM Account Balance

Calendar Year 2017 PCAM Deferral

Actual PCAM Costs ($/MWh) $ 25.97
Base PCAM Costs ($/MWh) $25.73
$/MWh PCAM Cost Differential $0.25
Oregon Retail Load (MWh) 13,200,282
PCAM Differential* $ 2,583,953
Situs Resource True-Up* (255,684)
Total PCAM Differential* $ 2,328,268
Total Deferrable ABOVE Deadband $

Total Deferrable BELOW Deadband

Oregon Deferral at 90% Sharing $
Oregon Deferral at 90% Sharing after Earning Test $
Interest Accrued through December 31, 2017 $
Requested PCAM Recovery $

* Calculated monthly

How is the PCAM differential calculated on a monthly basis?
As previously noted, on a monthly basis, actual PCAM costs are compared to base
PCAM on a per-unit basis. PCAM costs are established in the Oregon TAM and
include NPC, EIM costs, Other Revenues, and PTCs. EIM benefits are included in
NPC. Any differences in the system per-unit cost are multiplied by the actual
megawatt hours of Oregon retail sales in that month to determine Oregon’s share of
any differential. The calculation uses the following formula:

(PCAMC, + Load,) - (PCAMC,, + Load,) =System PCAM Unit Cost Differential

System PCAM Unit Cost Differential x Load,+(SR;,- SR,)=PCAM Differential

Direct Testimony of Michael G. Wilding
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Where:

PCAMC, =Total Company Adjusted Actual NPC (Excluding Situs
Resources) plus other costs/benefits reflected in Oregon TAM

Load, = Actual System Retail Load

PCAMC, = Total Company Base NPC (Excluding Situs Resources)
adjusted for Direct Access plus other costs/benefits reflected in
Oregon TAM

Loady, = Base System Retail Load

Load, = Actual Oregon Retail Load

SR, = Actual Situs Resource Value

SRy, = Forecasted Situs Resource Value

The cumulative PCAM differential (under- or over-recovery) is first compared
against the asymmetrical deadband. Cumulative PCAM differential amounts in excess
of the asymmetrical deadband are then subject to the sharing band (90 percent
customers, 10 percent company). Monthly balances accrue interest at PacifiCorp’s
authorized rate of return in Oregon for 2017. The final step is to apply, if necessary,
the earnings test to determine if any amount is eligible for recovery from or refund to
customers. To the extent earnings are within plus or minus 100 basis points of the
authorized ROE, no recovery or refund is allowed under the approved PCAM design.
What were total-company adjusted Actual NPC for the Deferral Period and how
were they determined?

The total-company adjusted Actual NPC in the Deferral Period were approximately
$1,528 million. This amount captures all components of NPC as modeled by
PacifiCorp’s Generation and Regulation Initiative Decision Tool (GRID) model in the
company’s annual TAM filings. Specifically, it includes amounts booked to the
following Federal Energy Regulatory Commission accounts:

Account 447 — Sales for resale, excluding on-system wholesale sales and other

revenues that are not modeled in GRID;

Direct Testimony of Michael G. Wilding
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Account 501 — Fuel, steam generation; excluding fuel handling, start-up fuel
(gas and diesel fuel, residual disposal) and other costs that are
not modeled in GRID;

Account 503 — Steam from other sources;

Account 547 — Fuel, other generation;

Account 555 — Purchased power, excluding the Bonneville Power
Administration (BPA) residential exchange credit pass-through
if applicable; and

Account 565 — Transmission of electricity by others.

What adjustments are made to Actual NPC and why are they needed?
PacifiCorp adjusts Actual NPC to remove accounting entries that relate to operations
before implementation of the PCAM on January 1, 2013, and to reflect previously
approved ratemaking treatment of several items, including:
» buy-through of economic curtailment by interruptible industrial
customers;
 situs assignment of the generation from Oregon solar resources procured
to satisfy ORS 757.370 solar capacity standard;
 situs assignment of the generation from a Utah Subscriber Solar resource;
* revenue associated with a unique contract for the company’s Leaning
Juniper facility;
» reductions to coal costs for management overtime, 50 percent of
management incentive compensation, and legal fees related to fines and

citations;

Direct Testimony of Michael G. Wilding
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» removal of liquidated damage fees per a coal supply agreement that relate
to 2018 but were booked in 2017 in accordance with generally accepted
accounting principles, this expense will be included as part of 2018 Actual
NPC; and

» the exclusion of Rolling Hills wind farm from Oregon rates (consistent
with docket UE 200).

Please summarize the calculation of the Actual Non-NPC EIM Costs.

Non-NPC EIM costs are trued-up as part of the PCAM costs. These EIM costs
include ongoing operations and maintenance expense and depreciation expense; the
return on rate base is not included in the true-up per the 2016 PCAM Order.* Actual
non-NPC EIM costs were $0.7 million higher than the EIM costs included in the 2017
TAM on a total-company basis. As described in more detail later on in my testimony,
the EIM provides benefits to customers in the form of reduced Actual NPC.

Please summarize the calculation of Other Revenues.

Other Revenues, or Oregon Schedule 205, that are forecasted in the TAM are also
included in the PCAM. On a total-company basis, actual Other Revenues were $0.8
million lower than Other Revenues in the 2017 TAM.

Please summarize the Direct Access included in the PCAM.

Each year Base NPC is set in the TAM. After Base NPC is determined certain
customers have the option to move to Direct Access (DA) and purchase energy from
an Electricity Service Provider (ESS). In the PCAM, Base NPC is adjusted for the

lost DA load.

4 Order No. 17-524.

Direct Testimony of Michael G. Wilding
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Please summarize the PTCs included in the PCAM.
PTCs forecasted in the TAM are also included in the PCAM. On a total-company
basis, actual PTCs were $1.2 million higher than PTCs in the 2017 TAM.
Please describe the true-up of solar facilities included in the PCAM.
The PCAM includes a true-up of the value of energy from solar facilities procured to
satisfy the solar capacity standard in ORS 757.370. Consistent with the Commission-
approved 2017 Inter-Jurisdictional Allocation Protocol, these resources are situs-
assigned to Oregon. Base NPC established in the TAM includes a situs credit for the
market value of the solar energy. In the PCAM, the actual market value of the solar
energy is compared to the prior forecast, and the difference is included in the
balancing account. This treatment is necessary to ensure 100 percent of the energy
benefits are assigned to Oregon customers, rather than allocated system-wide.
Is PacifiCorp requesting a rate change with this filing?
As described earlier, on an Oregon-allocated basis, actual PCAM costs were $2.3
million higher than base PCAM costs. This amount does not exceed the established
deadband. Accordingly, no recovery from or refund to customers is necessary. Because
Schedule 206, the Power Cost Adjustment Mechanism, is currently set at zero cents per
kilowatt hour for all schedules, no tariff change is required at this time.

SUMMARY OF THE NPC DIFFERENCES
Please describe the Base NPC PacifiCorp used to calculate the NPC component
of the PCAM deferral.
The Base NPC for the 2017 PCAM was set in Order No. 16-482 in docket UE 307.

Base rates became effective January 1, 2017.

Direct Testimony of Michael G. Wilding
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Please describe Table 2 and the line items making up the difference between
Actual NPC and Base NPC.

Table 2 displays the Base NPC approved by the Commission for the Deferral Period.
The remainder of Table 2 is a breakout of the difference between Actual NPC and
Base NPC, by cost category, on a total-company basis. The differences by category
in Table 2 result from comparing Actual NPC to the Base NPC effective during the

Deferral Period.

Table 2
Net Power Cost Reconciliation ($millions)
TOTAL

Oregon Base NPC $ 1,536
Increase/(Decrease) to NPC:

Wholesale Sales Revenue 186

Purchased Power Expense (70)

Coal Fuel Expense (27

Natural Gas Expense (83)

Wheeling, Hydro and Other Expense (14)
Total Increase/(Decrease) $ (8)
Adjusted Actual NPC $ 1,528

Please describe the differences between Actual NPC and Base NPC.

Actual NPC were $8 lower than Base NPC due to an $83 million reduction in natural
gas expense, $70 million reduction in purchased power expense, $27 million
reduction in coal fuel expense, and a $14 million reduction in wheeling and other
expenses. These reduced expenses were partially offset by a $186 million decrease in
wholesale sales revenues. Notably, actual hydro generation, a zero-fuel cost resource,
was 23 percent higher than Base NPC and actual wind generation, a zero-fuel cost

resource, was 16 percent lower than Base NPC.

Direct Testimony of Michael G. Wilding
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Please explain the changes in wholesale sales revenue.

The decline in wholesale sales revenue was driven by a reduction in wholesale sales
volume of market transactions (represented in PacifiCorp’s production dispatch
model (GRID) as short-term firm and system balancing sales). Actual wholesale
market volumes were 7,371 GWh, or 53 percent, lower than the Base NPC. The
average price of actual market sales transactions was $28.65/MWh, or five percent,
higher than the average price in Base NPC.

Please explain the changes in purchased power expense.

The reduction in purchased power expense was due to a $20 million decrease (six
percent) in qualifying facility (QF) transactions and a $7 million decrease in actual
market transactions (represented in GRID as short-term firm and system balancing
purchases). Actual QF transaction volumes were 453 GWh, or eight percent, lower
than Base NPC. Actual market purchase were 900 GWh, 13 percent, lower than Base
NPC and the average price of actual market purchase transactions was $2.64/MWh or
10 percent lower than Base NPC.

Please explain the changes in coal fuel expense.

Actual coal fuel expense is $27 million lower than Base NPC due to lower coal
generation volume. Coal-fired generation decreased 2,776 GWh, or seven percent. .
The lower generation was partially offset by an increase in the average cost of coal
generation which increased from $19.66/MWh in Base NPC to $20.40/MWh in the
Deferral Period.

Please explain the changes in natural gas fuel expense.

The total natural gas fuel expense in Actual NPC decreased by $83 million compared

Direct Testimony of Michael G. Wilding
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to Base NPC due to a decrease in natural gas generation volume. Natural gas
generation volume decreased by 4,906 GWh (40 percent) below Base NPC during the
Deferral Period. The lower natural gas generation was partially offset by an increase
in the average cost of natural gas generation which increased from $24.27/MWh in
Base NPC to $29.07/MWh (20 percent) in the Deferral Period.

IMPACT OF PARTICIPATING IN THE EIM
Please describe the EIM.
The EIM is a balancing market that optimizes generator dispatch every five minutes
within and between the PacifiCorp, CAISO, and other EIM participating balancing
authority areas (BAAs). The EIM allows for more reliable and lower cost operation
than was possible with the bilateral hourly market transactions previously available to
PacifiCorp.
Are the actual benefits from participating in the EIM with CAISO included in
the PCAM deferral?
Yes. Participation in the EIM provides benefits to customers in the form of reduced
Actual NPC. Financially binding EIM operation went live November 1, 2014, and all
net benefits arising from EIM operation from January 1, 2017 to December 31, 2017,
are included in the PCAM deferral.
Has PacifiCorp quantified the benefits realized during 2017 from participating
in the EIM?
Yes. PacifiCorp has calculated the EIM inter-regional benefit, i.e., the margin
realized on EIM imports and exports. PacifiCorp’s EIM inter-regional benefit for the

deferral period was approximately $25.7 million.

Direct Testimony of Michael G. Wilding
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How does PacifiCorp calculate its actual EIM benefits?

Using actual information from the EIM, including five- and 15-minute pricing, the
company identifies the incremental resource that could have facilitated the transfer to
an adjacent EIM area or the CAISO in each five-minute interval. The benefit is then
calculated as the difference between the revenue received less the expense of
generation assumed to supply the transfer. In the event of an import, the benefit is
equal to the cost of the import minus the avoided expense of the generation that
would have otherwise been dispatched.

What are the estimated 2017 EIM benefits as reported by CAISO?

CAISO publishes quarterly EIM Benefit Reports (CAISO Benefit Reports) estimating
the benefits realized through EIM operation for each entity that participates in the
EIM. The CAISO Benefit Reports estimated EIM benefits attributable to PacifiCorp
of approximately $37.4 million on a total-company basis for the deferral period. In
comparison, the CAISO estimated benefits for the prior year deferral period were
approximately $45.5 million on a total-company basis. The benefits estimated for
PacifiCorp in the CAISO Reports include the benefits of EIM operation due to more
efficient dispatch (both inter- and intra-regional), reduced renewable energy
curtailment, and reduced flexibility reserves.

What is the difference between the EIM benefits estimated by CAISO and the
inter-regional EIM benefits calculated by PacifiCorp?

The EIM benefits are embedded in the Actual NPC through lower fuel and purchased
power costs. However, PacifiCorp is able to calculate the margin realized on its EIM

imports and exports, the inter-regional benefit. In its quarterly EIM Benefit Report,

Direct Testimony of Michael G. Wilding
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CAISO estimates all the benefits of EIM participation, including intra-regional
dispatch savings (optimizing the resources in PacifiCorp’s two balancing area
authorities), inter-regional dispatch savings (transacting with other EIM participants),
reduced renewable energy curtailment and flexibility reserve savings (reduced
reserves due to diversity across the EIM footprint).

The CAISO calculation utilizes a counterfactual scenario that is built to mimic
the more manual dispatch process PacifiCorp utilized in actual operations before EIM
participation. Based on the subjectivity of the counterfactual scenario, the EIM
benefits reports by CAISO are presented as an estimate.

Does this conclude your direct testimony?

Yes.

Direct Testimony of Michael G. Wilding
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