
Pacific Power
Rocky Mountain Power
825 NE Multnomah Street
Portland, OR 97232

September 18, 2008

VL4 ELECTRONIC FILING
AND OVERNIGHT DELIVERY

Public Utility Commission of Oregon
Attn: Filing Center
550 Capitol Street NE, Suite 215
P. O. Box 2148
Salem, OR 97308-2148

Re: Docket UM 926: Application for Approval of the Residential Purchase and Sale
Agreement by and between the Bonneville Power Administration and PacifiCorp
for the Payment of Residential Exchange Program Benefits for 2009 through 2011
and the New Resource Firm Power Block Power Sales Agreement by and
between the Bonneville Power Administration and PacifiCorp

Dear Sir or Madam:

Pursuant to DRS 757.663, PacifiCorp d/b/a Pacific Power ("PacifiCorp" or "the
Company") hereby requests Public Utility Commission of Oregon (the "Commission" or
"OPUC") approval for PacifiCorp to execute a Residential Purchase and Sale Agreement
("RPSA") for the payment ofResidential Exchange Program ("REP") benefits during Fiscal
Years 2009 through 2011 and a New Resource Firm Power Block Power Sales Agreement ("NR
Block Agreement"), between the Bonneville Power Administration ("BPA") and PacifiCorp,
BPA proposed Contract Nos. 08PB-11970, attached as Exhibit A to this Application and 08PB
11969, attached as Exhibit B to this Application, respectively. BPA has offered the proposed
contracts for execution by PacifiCorp no later than September 30, 2008. Accordingly,
PacifiCorp respectfully requests that the Commission issue an order as to whether PacifiCorp
should execute the proposed RPSA and NR Block Agreement with less than required statutory
notice. PacifiCorp will be available for questions on this filing at the public meeting scheduled
for September 23,2008.

I. Residential Purchase and Sale Agreement

The proposed RPSA provides the contractual terms under which PacifiCorp's small farm
and residential customers will receive benefits under the REP with BPA. The REP is an
exchange of power, with BPA purchasing power from an exchanging utility at the utility's
average system cost ("ASC") and the exchanging utility purchasing power from BPA at the PF
Exchange rate. However, it has been BPA's practice that no actual power sales have taken place
under the REP. Instead, the REP benefits are provided as monetary benefits that pass through to
PacifiCorp's eligible residential and small farm customers in the form of a rate credit.



The formula for determining the level of REP benefits is established by statute and is set
forth in the RPSA. The amount ofREP benefits is based on three factors: the PF Exchange rate
(which BPA determines in its power rate proceedings), PacifiCorp' s ASC for transmission and
generation of power, and PacifiCorp's eligible residential and small farm load. The level of REP
benefits is determined by the difference between the PF Exchange rate and PacifiCorp' s ASC,
multiplied by the eligible load.

BPA is currently engaged in the WP-07 Supplemental wholesale power rate case ("WP
07S") which will establish a PF Exchange rate for FY 2009 (October 1,2008 through September
31,2009). Concurrent with the WP-07S proceeding, BPA has undertaken a formal process to
revise its ASC Methodology and has conducted an expedited review of PacifiCorp's ASC for FY
2009. Under the terms of the RPSA, PacifiCorp will be required to make annual ASC filings
that will establish the ASC under the RPSA and be used to establish the level of REP benefits.
In addition, BPA has stated its intent to commence a power rate case that will establish the PF
Exchange Rate for FY 2010 and 2011.

PacifiCorp has actively participated in WP-07S, the ASC Methodology proceeding, and
all BPA proceedings that affect the level of REP benefits our customers receive. We recognize
the importance of these benefits for our customers and will continue to advocate for BPA rates,
policies and decisions that provide our customers with a fair and equitable share of the benefits
of the federal hydro system.

BPA has stated that it will issue the WP-07S record of decision on September 22, 2008.
By October 1, 2008 PacifiCorp will submit our FY 2009 ASC to BPA for a full review.
PacifiCorp expects BPA's full review to be completed sometime in April 2009.

A. Term
The term of the RPSA will commence on October 1,2008, and will end on September

30,2011, unless terminated sooner. RPSA, §1.

B. In Lieu Transactions
Upon written notice to PacifiCorp, BPA may "in lieu" of purchasing power offered by

PacifiCorp acquire an equivalent amount of electric power from other sources to replace power
sold by BPA to the utility as part of the exchange. RPSA, §7. However, the cost of the "in lieu"
power must be less than the utility's ASC. The result is a reduction in REP benefits by the
difference between the in lieu price and PacifiCorp's ASC, multiplied by the amount of "in lieu"
power. Under the proposed RPSA, BPA may not initiate an in-lieu transaction until it has
adopted an In-Lieu Policy following appropriate notice and comment. RPSA, §7.2.

C. Balancing Account
IfPacifiCorp's ASC is less than the applicable PF Exchange rate, the payment that would

be owed to BPA in that circumstance is tracked and added to the balancing account. RPSA,
§12.2. While there is an account balance, BPA will distribute no REP benefits but will first use
REP benefits otherwise due to eliminate any balance in the account. Pacifi Corp does not expect
that this provision will adversely affect PacifiCorp's customers given that PacifiCorp's projected
ASC is well above the expected PF Exchange rate.
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D. Adjustments to Monetary Payments
In the current WP-07S proceeding, BPA is determining for each investor-owned utility,

including PacifiCorp, the amount of alleged "overpayments" of REP benefits from October 1,
2001, through September 30, 2008. During this period Investor-Owned Utilities ("lOUs")
received REP settlement benefits under settlement agreements which the Ninth Circuit Court of
Appeals determined in 2007 exceeded BPA's authority and were not supported by the record
compiled by BPA at the time. The RPSA provides that monetary payments of REP benefits may
be adjusted to account for such alleged overpayments (called "Lookback Amounts") in the past.
In the draft record of decision in WP-07S proceeding, BPA has proposed to recover (through
offsets against future REP benefits otherwise due) each IOU's Lookback Amount within seven
years where possible. PacifiCorp has vigorously argued against BPA's authority to assess such
Lookback Amounts and its ratemaking determination of such amounts. PacifiCorp and other
IOUs have also strenuously objected to a seven year approach and ifit were to be adopted
despite objection, have argued for a 20-year recovery period to coincide with the Regional
Dialogue Contracts. The RPSA has a reservation of rights clause that provides that, by entering
into the RPSA, neither BPA nor PacifiCorp waive any rights, arguments, or claims.

II. New Resource Firm Power Block Power Sales Agreement

The NR Block Agreement is proposed to be effective for the same term as the RPSA
(October 1, 2008, through September 30, 201l) to meet requests for power sales contracts made
by IOUs pursuant to 5(b) of the Northwest Power Act. Section 5(b) provides that whenever
requested, BPA shall offer to sell to a requesting IOU power to meet its firm power load net of
the utility's own resources used to serve such load. Power that BPA sells to an IOU under
section 5(b) is priced at BPA's new resource firm power rate. The non-price terms of the NR
Block Agreement are similar to the terms of the Firm Block Power Sales Agreement, which
PacifiCorp executed in connection with the 2000 Settlement Agreement with BPA. PacifiCorp
does not currently anticipate purchasing BPA power under the NR Block Power Sales
Agreement.

III. PacifiCorp's Request

PacifiCorp respectfully requests that the Commission issue an order as to whether
PacifiCorp should execute the proposed RPSA and NR Block Agreement. 1 While the exact level
of REP benefits remains unknown, PacifiCorp's customers are expected to receive benefits under
the REP. BPA currently estimates that PacifiCorp's customers will be entitled to $36.6 million in
REP benefits in FY 2009 and will receive $22.2 million in benefits after reduction due to the
recovery ofPacifiCorp's Lookback Amount. The terms of the RPSA do not adversely affect
PacifiCorp's ability to challenge BPA's legal authority and ratemaking decisions with respect to
PacifiCorp's Lookback Amount. The RPSA will permit our customers to continue to receive
REP benefits in the future.

I Although the OPUC is the only jurisdiction in which PacifiCorp is required to file BPA contracts for prior
approval, PacifiCorp is currently engaged in discussion with the Washington Utilities and Transportation
Commission and the Idaho Public Utilities Commission as to whether PacifiCorp should execute these agreements.
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The NR Block Power Sales Agreement also may provide benefits to our customers.
While PacifiCorp currently does not plan to purchase power from BPA at the NR rate, it would
be prudent for PacifiCorp to execute the proposed Power Sales Agreement. Signing the contract
will permit PacifiCorp to purchase power from BPA under Section 5(b) in the future if the NR
rate warrants such purchases. PacifiCorp may elect to purchase power under the NR Block
Power Sales Agreement but is not required to do so.

Sincerely,

~x IdffjJe-:
Andrea L. Kelly
Vice President, Regulation

Cc: Service List UM-926
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CERTIFICATE OF SERVICE

I certify that I have cause to be served the foregoing document in OPUC Docket
No. UM 926 by electronic mail and first class mail to the parties on the attached service
list unless paper service has been waived.
DATED this 18th day of September 2008.

c~u~
Coordinator, Administrative Services

Service List
UM-926

Anne Morrow
P.O. Box 3621
Portland, OR 97208-3621

Stephanie S. Andrus
Assistant Attorney General
Department of Justice
1162 Court St, NE
Salem, OR 97301-4096
Stephanie.andrus@state.or.us

Randall Dahlgren
Portland General Electric
121 SW Salmon St, 1 WTC 0702
Portland, OR 97204
Pge.opuc.filings@pgn.com

Marc Hellman
Oregon Public Utility Commission
P.O. Box 2148
Salem, OR 97308-2148
Marc.hellmanrZi)state.or.us

Oregon Dockets (W)
Pacific Power & Light
825 NE Multnomah, Suite 800
Portland, OR 97232
oregondockets((~pacificorp.com

Jason Eisdorfer
Citizens' Utility Board of Oregon
610 SW Broadway, Suite 308
Portland, OR 97205
Jason({V,oregoncub.org

Paul Graham
Assistant Attorney General
Department of Justice
1162 Court St, NE
Salem, OR 97301-4096
Paul.grahamCil<state.or.us

Douglas C. Tingey
Portland General Electric
121 SW Salmon St, 1 WTC 13
Portland, OR 97204
doug.tingey@pgn.com

Natalie Hocken (W)
PacifiCorp
825 NE Multnomah, Suite 2000
Portland, OR 97232
Natalie. hocken(2l;pacificorp.con1
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