ITEM NO. CA8

PUBLIC UTILITY COMMISSION OF OREGON
STAFF REPORT
PUBLIC MEETING DATE: December 18, 2012

REGULAR = CONSENT X EFFECTIVE DATE January 1, 2013
DATE: December 4, 2012
TO: Public Utility Commission
FROM:  John Crider 7
N

THROUGH: Jason Eisdorfer and Maury Galbraith

SUBJECT: PACIFIC POWER: (Docket No. UE 245/Advice No. 12-016) Revises Tariff
Schedules for the annual power cost update reflecting the final 2013 Net
Power Costs (NPC). '

STAFF RECOMMENDATION:

Staff recommends that the tariff sheets filed in Pacific Power’s (PacifiCorp or Company)
Advice No. 12-016 be allowed into effect on January 1, 2013.

DISCUSSION:

February/March 2012 Filings

On February 29, 2012, PacifiCorp filed Advice No. 12-002 to revise customers’ cost-
based supply service in accordance with the Company’s annual Transition Cost
Adjustment Mechanism (TAM). The filing was consistent with Order No. 09-274, and
included a Revision to Tariff Schedule 201, Net Power Costs, Cost-Based Supply
Service. The Company also submitted direct testimony in support of an increase of
approximately $3.5 million to its Oregon-allocated Net Power Costs (NPC) in the 2012
TAM. In addition, PacifiCorp forecasted that it would under-collect $6.4 million due to a
decrease in Oregon loads during the 2013 test pericd. Therefore, PacifiCorp sought an
overall revenue requirement increase of $9.9 million. This increase would have resulted
in an overall rate increase of approximately 0.8 percent.

The largest single factor in the NPC increase was increased coal costs. Unit coal costs
are approximately $0.45 per MWh higher in the 2013 test year than the previous test
year. Decreases in expected market revenues also contribute to the higher net power
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costs. Overall production from hydro and gas facilities remains relatively unchanged
from the 2012 test year.

UE 245 Proceeding

PacifiCorp’s initial NPC filing was assigned the docket number UE 245, After the
Company’s direct testimony, the proceeding included four additional rounds of
testimony and a hearing, which took place on August 16, 2012. On July 11, 2012,
PacifiCorp filed an Update to its NPC filing adopting two input adjustments: (1) Staff's
$0.2 million NPC reduction related to dispatch modeling at the Chehalis facility, and (2)
ICNU’s $0.9 million decrease from removing the costs of integrating generation from the
Rolling Hills wind farm.

The Commission signed Order 12-409 on October 29, 2012, comprising four issues
related to the NPC calculations: 1) a revision to the process of applying market caps; 2)
elimination of the temporary adjustment for arbitrage and trading revenue credit; 3) a
decision to include third-party wind integration costs; and 4) a decision to defer
modeling changes of hydro plant outages until consideration of PCAM issues in a
separate docket. ' :

Advice No. 12-016 and Final Rate Impacts

PacifiCorp filed Advice No. 12-016 on November 15, 2011, requesting an increase of
$2.4 million in NPC. This figure reflects changes based on adjustments ordered in
Order 12-409 and on final updates based on the most recent forward price curves and
contracts entered into subsequent to the Order. The overall rate increase is
approximately 0.2 percent. The average residential customer using 950 kWh per month
would see a bill increase of $0.55 per month as a result of this rate change.

Advice No. 12-016 included Revisions to four Tariff Schedules. These include:

Schedule 201: Net Power Costs, Cost-Based Supply Service

Schedule 220: Standard Offer Supply Service

Schedule 294 Transition Adjustment

Schedule 295: Transition Adjustment, One-Time Multi-Year Cost of Service
Opt-Out

Staff has reviewed the PacifiCorp’s final GRID run and the revised tariff sheets filed with
Advice No. 12-016 and find that they comply with Commission Order 12-409.
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PROPOSED COMMISSION MOTION:

The replacement tariff sheets filed in PacifiCorp Advice No. 12-016 be allowed into
effect on January 1, 2013.

UE 245/Advice 12-016
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