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VL4 ELECTRONIC FILING
& OVERNIGHT DELIVERY

Oregon Public Utility Commission
550 Capitol Street NE, Ste 215
Salem, OR 97301-2551

Attn: Vikie Bailey-Goggins, Administrator
Regulatory and Technical Support

Re: Advice Filing 08-007
PacifiCorp's 2009 Renewable Adjustment Clause
Schedule 202 - Renewable Adjustment Clause

825 NE Multnomah. Suite 2000
Portland, Oregon 97232

PacifiCorp (dba Pacific Power) submits for filing an original and five copies of Renewable
Adjustment Clause - Schedule 202. The Company is requesting an effective date of January 1,
2009 for these tariff sheets. PacifiCorp makes this filing concurrently with the filing of its
Transition Adjustment Mechanism (TAM), Schedule 200, Cost-Based Supply Service.

PacifiCorp waives paper service in this docket and requests that communications on this filing be
addressed to the parties identified in subsection (E) herein.

A. Description of Filing

In Order No. 07-572, the Commission approved a Renewable Adjustment Clause (RAC) for
PacifiCorp, pursuant to Senate Bill 838 (SB 838), enacted on June 6, 2007. The Commission
directed PacifiCorp to file Schedule 202, to be effective January 1,2008. In Advice 07-027,
PacifiCorp filed Schedule 202 in compliance with Order No. 07-572.

Schedule 202 provides that the Company file Schedule 202 by April 1 of each year, beginning in
2008, as necessary, for proposed charges relating to new eligible renewable resources and
associated transmission and for updating charges already included in the schedule. This filing
complies with the process contemplated by Order 07-572 and Schedule 202.

This tariff filing is supported by testimony and exhibits from Company witnesses addressing
policy issues raised by the RAC, a description of the Company's new renewable resources and
their cost-effectiveness, the total revenue requirement impact of the resources and pricing.

B. Inapplicability of OAR 860-038-0001(4)

OAR 860-038-0001(4) requires new resources to be reflected in rates at market, not cost, and
precludes their inclusion in rate base. To date, the Commission has waived application of this
rule with respect to new resources. Section 13 of SB 838 specifically allows recovery of all costs
associated with eligible resources. Accordingly, SB 838 appears to have superseded OAR 860-
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038-0001(4) with respect to renewable resources. As such, PacifiCorp has not sought a waiver
of the rule in this case, notwithstanding the fact that the RAC proposes recovery of rate base
investment at cost.

c. Proposed Procedural Schedule

In the Stipulation approved in Order No, 07-572, the Commission approved the parties'
agreement that the RAC would follow a schedule designed to produce a Commission order by
November 1. This is the same general schedule used for the Company's TAM. The Company is
filing its 2009 TAM concurrently with this RAC filing. For efficiency, PacifiCorp suggests
adoption of the same procedural schedule in both dockets. PacifiCorp proposes adoption of a
schedule in both cases similar to that followed in previous TAM dockets. A proposed procedural
schedule is described as follows:

RAC Filed
Prehearing Conference
Staff and Intervenor Testimony Due
Settlement Conference
Rebuttal Testimony Due
Hearing
Target Commission Decision
RAC Update Filing (if needed)
Effective Date for New Rates

April 1
April 25
June 25
July 9
July 30
August 13
October 16
December 1
January 1, 2009

To allow for the parties to conduct their review of the filing within this schedule, the Company
requests the scheduling of a prehearing conference in this docket as soon as practicable and
suggests April 25. Also, the Company will be filing a motion for protective order shortly to
expedite discovery in this docket.

D. Tariff Sheets

First Revision of Sheet No. 202-1 Schedule 202

First Revision of Sheet No. 202-2 Schedule 202

E. Correspondence

Renewable Adjustment Clause

Renewable Adjustment Clause

It is respectfully requested that all communications on this filing be addressed to:

Oregon Dockets
PacifiCorp
825 NE Multnomah Street, Ste. 2000
Portland, OR 97232
oregondockets@pacificorp.cOlTI
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Katherine A. McDowell
McDowell & Rackner PC
520 SW 6th Ave, Ste 830
Portland, OR 97204
Katherine@mcd-Iaw.com

Ryan Flynn
Legal Counsel
825 NE Multnomah Street, Ste 1800
Portland, OR 97232
Ryan.flynn@pacificorp.com

Additionally, PacifiCorp respectfully requests that all data requests regarding this matter be
addressed to:

Bye-mail (preferred):

By fax:

By regular mail:

datarequest@pacificorp.com

(503) 813-6060

Data Request Response Center
PacifiCorp
825 NE Multnomah, Suite 2000
Portland, OR 97232

Please direct informal correspondence and questions regarding this filing to Joelle Steward,
Regulatory Manager, at (503) 813-5542.

A copy of this filing has been served on all parties in Docket UM 1330, as indicated on the
attached certificate of service.

Very truly yours,

11n~ l ~/6S
Andrea L. Kelly
Vice President, Regulation
Enclosures

cc: UM 1330 Service List



CERTIFICATE OF SERVICE

I hereby certify that on this 1st day of April, 2008, I caused to be served, via E-Mail and
Overnight Delivery (to those parties who have not waived paper service), a true and correct copy
ofPacifiCorp's Advice 08-007 - 2009 Renewable Adjustment Clause to the following:

Lowrey R. Brown (W)
Citizens' Utility Board of Oregon
610 Broadway, Suite 308
Portland, OR 97205
lowrey@oregonbuc.org

Jason Eisdorfer (W)
Citizens' Utility Board of Oregon
610 Broadway, Suite 308
Portland, OR 97205
jason@oregoncub.org

Lisa F. Rackner
McDowell & Rackner PC
520 SW Sixth Ave, Suite 830
Portland, OR 97204
Lisa@mcd-Iaw.com

John W. Stephens (W)
Esler Stephens & Buckley
888 SW Fifth Ave, Suite 700
Portland, OR 97204-2021
stephens@eslerstephens.conl

Patrick Hager (C)
Portland General Electric
121 SW Salmon S1. 1WTC0702
Portland, OR 97204
Pge.opuc.filings@pgn.com

Oregon Dockets (W)
PacifiCorp
825 NE Multnomah, Suite 2000
Portland, OR 97232
oregondocketsrZi)pacificorp.com

SERVICE LIST
UM-1330

Robert Jenks (W)
Citizens' Utility Board of Oregon
610 Broadway, Suite 308
Portland, OR 97205
bob@oregoncub.org

Melinda J. Davison (C)
Davison Van Cleve PC
333 SW Taylor, Suite 400
Portland, OR 97204
mail@dvclaw.conl

Michael T. Weirich (C)
Assistant Attorney General
Regulated Utility & Business Section
1162 Court St, NE
Salem, OR 97301-4096
michael.t.weirich@doi.state.or.us

Cece L. Coleman (C)
Portland General Electric
121 SW Salmon St.
Portland, OR 97204
Cece.coleman@pgn.com

Natalie Hocken (W)
PacifiCorp
825 NE Multnomah, Suite 2000
Portland, OR 97232
Natalie.hocken@pacificorp.com

Judy Johnson
Oregon Public Utility Commission
P.O.Box 2148
Salem, OR 97308-2148
Judy.johnson@state.or.us



Ann English Gravatt (W)
Renewable Northwest Project
917 SW Oak, Suite 303
Portland, OR 97205
Ann@rnp.org

Randall J. Falkenberg (C)
PMB 362
8343 Roswell Road
Sandy Springs, GA 30350
consultrfi~aol.com

Jesse Jenkins
Renewable Northwest Project
917 SW Oak, Suite 303
Portland, OR 97205
jesse0)mp.org

Coordinator, Administrative Services
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Direct Testimony of Andrea L. Kelly 

Q. Please state your name, business address and present position with 1

PacifiCorp, dba Pacific Power & Light Company (the Company). 2

A. My name is Andrea L. Kelly.  My business address is 825 NE Multnomah St., 3

Suite 2000, Portland, OR  97232.  I am employed by PacifiCorp as Vice President 4

of Regulation. 5

Qualifications6

Q. Briefly describe your education and business experience. 7

A. I hold a Bachelor’s degree in Economics from the University of Vermont and an 8

MBA in Environmental and Natural Resource Management from the University 9

of Washington.  After graduate school, I joined the Staff of the Washington 10

Utilities and Transportation Commission.  In 1995, I became employed by 11

PacifiCorp as a Senior Pricing Analyst in the Regulation Department and 12

advanced through positions of increasing responsibility.  From 1999 to 2005, I led 13

major strategic projects at PacifiCorp including the Multi-State Process (MSP) 14

and the regulatory approvals for the MidAmerican-PacifiCorp transaction.  In 15

March 2006, I was appointed Vice President of Regulation.16

Q. Have you appeared as a witness in previous regulatory proceedings? 17

A. Yes.  I have appeared as a witness on behalf of PacifiCorp in the states of Oregon, 18

Idaho, Utah, Washington and Wyoming.  In addition, I sponsored testimony in 19

various proceedings as a member of the Washington Commission Staff. 20

Purpose of Testimony 21

Q. What is the purpose of your testimony? 22

A. The purpose of my testimony is to: 23
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� Summarize the Company’s 2009 Renewable Adjustment Clause (RAC) 1

filing,2

� Provide an overview of Senate Bill 838, the Oregon Renewable Energy 3

Act (SB 838) and the provisions that relate to the RAC filing,4

� Describe how the Company’s RAC filing complies with the all-party 5

Stipulation and Commission Order from Docket UM 1330, adopting the 6

design of the RAC and approving implementing tariffs, 7

� Provide a brief overview of the 713 MWs of new cost-effective renewable 8

generating resources that have been acquired by the Company since its 9

last general rate case or are expected to be acquired by December 31, 10

2008, and are included for cost recovery in the RAC,11

� Discuss the significant net power cost benefits provided by these 12

renewable resources as reflected in the Company’s 2009 Transition 13

Adjustment Mechanism (TAM) filing1,14

� Explain the benefits that customers will realize in future years as the fixed 15

costs of new renewable resources decline as a result of capturing the 16

increased accumulated depreciation of the resources, and 17

� Introduce the Company’s other witnesses in this proceeding. 18

Summary of PacifiCorp’s 2009 RAC Filing 19

Q. Please summarize the Company’s RAC filing. 20

A. The Company is submitting the RAC filing in compliance with the Stipulation21

and the Commission’s order in Docket UM 1330.  The RAC is an automatic 22

                                                          
1 The Company’s TAM filing is being filed with the Commission concurrently with the RAC filing under separate cover. 
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adjustment clause that allows PacifiCorp to recover the revenue requirement 1

between rate cases for new renewable resources and associated transmission that 2

are eligible under SB 838.  As discussed below, pursuant to the Commission’s 3

order, the Company’s RAC filing is due each April 1.    4

Q. What is included in the filing? 5

A. This filing includes proposed charges for tariff Schedule 202, Renewable 6

Adjustment Clause, the form and terms of which the parties to the Stipulation 7

agreed to support and the Commission previously approved.  The proposed 8

charges reflect prices designed to recover the revenue requirement for calendar 9

year 2009 of new renewable resources eligible under SB 838, which are not 10

otherwise reflected in base rates.  The filing also includes testimony and exhibits 11

from several witnesses in support of the proposed revenue requirement increase. 12

Q. What is the estimated revenue requirement to be collected from Oregon 13

customers through Schedule 202 for calendar year 2009? 14

A. The Company’s revenue requirement to be recovered from Oregon customers 15

through Schedule 202 in calendar year 2009 is $39.0 million.  As explained in 16

Ms. Ridenour’s testimony, this would result in an overall increase to net rates of 17

approximately 4.2 percent. 18

Overview of SB 838 19

Q. What is SB 838? 20

A. SB 838 is the Oregon Renewable Energy Act, which was enacted on June 6, 21

2007. This law establishes a Renewable Portfolio Standard (RPS) for electricity, 22

which requires large, Oregon electric utilities to meet 25 percent of their Oregon 23



PPL/100
Kelly/4

Direct Testimony of Andrea L. Kelly 

load by 2025 with electricity generated by eligible renewable resources. This 1

target is phased-in starting with 5 percent of load served by renewables in 2011, 2

15 percent in 2015, and 20 percent in 2020.3

Section 13 of SB 838 provides that “all prudently incurred costs 4

associated with compliance with a renewable portfolio standard are recoverable in 5

the rates of an electric company.” Further, Section 13 required the Commission to 6

establish an automatic adjustment clause, or another method, that allows timely 7

recovery of prudently-incurred costs, by January 1, 2008.  The Commission 8

adopted the RAC for PacifiCorp and Portland General Electric (PGE) in the UM 9

1330 proceeding to implement this provision of the Act. 10

Q. Before you discuss the UM 1330 proceeding, are there any other provisions 11

of SB 838 that may become relevant to the resources contained in this filing? 12

A. Yes.  Section 12 of SB 838 relates to cost protections for customers and will 13

eventually be applied to the resources that the Company is proposing to include in 14

the RAC.  Section 12(1) provides: 15

Electric utilities are not required to comply with a renewable resource 16
standard during a compliance year to the extent that the incremental cost17
of compliance, the costs of unbundled renewable energy certificates and 18
the cost of alternative compliance payments....exceeds four percent of the 19
utility’s annual revenue requirement for the compliance year. (Emphasis 20
added.)21

 The first compliance year for SB 838 is 2011.  Section 12(4) defines the 22

incremental cost of compliance as the difference between the levelized annual 23

delivered cost of qualifying electricity and the levelized annual delivered cost of 24

an equivalent amount of reasonably available non-qualifying electricity.  The 25

Commission is currently in the process of creating the rules to implement this and 26
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other provisions of SB 838.  As discussed in Mr. Tallman’s testimony, the 1

renewable resources that are included in the RAC filing are cost-effective and 2

prudently acquired when compared against reasonably-available non-qualifying 3

electricity.  The final determination in this regard related to these specific 4

resources will need to be made after the Commission has adopted its final 5

implementation rules. 6

Compliance with Docket UM 1330 7

Q. Please explain how the RAC was developed in the UM 1330 proceeding? 8

A. In UM 1330, both PGE and PacifiCorp filed proposed mechanisms to implement 9

Section 13 of SB 838.  Through the course of numerous settlement discussions, 10

the parties of Commission Staff, the Citizens’ Utility Board (CUB), the Industrial 11

Customers of Northwest Utilities (ICNU), PGE and PacifiCorp, developed a 12

comprehensive Stipulation to implement Section 13 and the RAC.  The 13

Stipulation, approved by the Commission in Order No. 07-572, detailed the scope, 14

applicability, and procedural elements for the future RAC filings, among other 15

things.  The Commission also approved present Schedule 202. 16

Q. Briefly describe how the RAC works.17

A. Unless superseded by filing a general rate case, the Company is required to file on 18

April 1 each year new charges for Schedule 202 that (1) recover the revenue 19

requirement of new renewable resources eligible under SB 838 (including 20

associated transmission) and (2) update the revenue requirement for renewable 21

resources already included in the RAC.  Consistent with the TAM, which sets net 22

power costs, the new resources must be expected to be in service as of the date of 23
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the proposed rate change, which is January 1 of the subsequent year.  The parties 1

to the Stipulation agreed that if a resource is not included in the RAC, then it 2

should likewise not be included in the TAM.3

The revenue requirement is based on a forecast for the following year and 4

uses allocation factors consistent with the TAM.  Once a resource is incorporated 5

into the RAC, the Company will annually file to update all costs and inter-6

jurisdictional allocation factors for the following year’s test period.  At the time of 7

a general rate case, the resources being recovered through the RAC will be rolled 8

into general rates. 9

If the final costs of a resource cannot be verified by the final round of 10

testimony in the proceeding because it is not yet in service (but expected to be by 11

December 31), then the company will make an updated filing by December 1 to 12

reflect the actual resource costs, or forecasted costs where appropriate.  If actual 13

costs cannot be verified until after December 1, the company may use deferred 14

accounting for the differences between projected and actual costs.15

Overview of the Company’s New Renewable Generation Resources 16

Q. What new renewable generation resources are included in this RAC filing? 17

A. The RAC includes 713 MW of new renewable generation resources, which have 18

come into service since September 2006 or are expected to be in service prior to 19

January 1, 2009: the wind facilities of Leaning Juniper (September 2006), 20

Marengo I (August 2007) and Marengo II (August 2008), Goodnoe Hills (June 21

2008), Glenrock (December 2008), Rolling Hills (December 2008), Seven Mile 22

Hill (December 2008), and the Blundell Bottoming Cycle geothermal resource 23
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(December 2007).  Leaning Juniper, Marengo I and Blundell are already in 1

service and customers are currently receiving the benefit of the near zero-cost 2

energy for these facilities through the 2008 TAM.  Additional information for 3

each of these resources in provided in the Direct Testimony of Mark R. Tallman.   4

Q. Are these resources eligible under SB 838? 5

A. Yes.  The wind resources are eligible pursuant to Section 4(1)(a).  The Blundell 6

geothermal resource is eligible pursuant to Section 4(1)(d).  All of the resources 7

became or will become operational on or after January 1, 1995, as required by 8

Section 3(1).  As such, their Oregon-allocated output will be used to comply with 9

the requirements of SB 838.  10

Q. Will the RAC filing augment the TAM to allow recovery of the revenue 11

requirement of these resources not included in net power costs? 12

A. Yes.  The Company’s TAM does not provide for recovery of the revenue 13

requirement for generation resources unrelated to net power costs.  For example, 14

while Leaning Juniper went into service in 2006, the Stipulation in the 15

Company’s last general rate case, UE 179, specifically precluded the Company 16

from seeking recovery of the capital costs until September 2007, which was the 17

end of an agreed-upon stay-out period.  In addition to the renewable resources of 18

Leaning Juniper, Marengo and Blundell, the Company has also placed into 19

service the 525 MW Lake Side combined cycle combustion plant since the last 20

general rate case.  The fixed costs of Lake Side will not be reflected in rates until 21

approved in a general rate case. 22
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Q. Does the Company have any plans to file a general rate case in Oregon 1

during calendar year 2008? 2

A. No.  The Company does, however, anticipate filing a general rate case in 2009 for 3

rates effective January 1, 2010.4

Net Power Costs Benefits of New Renewables 5

Q. Please explain the significant net power costs benefits provided by these 6

renewable resources in the TAM. 7

A. The near-zero variable cost energy for the new renewable generation resources 8

reduces the overall amount of net power costs because it offsets the need to make 9

market purchases or run higher-cost generation in the GRID model.  In the 2008 10

TAM, the inclusion of Leaning Juniper, Marengo and Blundell reduced total 11

company net power costs by approximately $42 million.  For the 2009 TAM, the 12

inclusion of the 713 MW of renewable generation resources reduces the total 13

company net power costs by approximately $121 million.  The Oregon-allocated 14

share of this reduction is approximately $31 million, offsetting 80 percent of the 15

RAC revenue requirement. Given that additions to ratebase carry higher early 16

year costs due to the “lumpiness” of investment, this comparison helps to 17

demonstrate the significant net power cost benefits provided by these resources. 18

Q. Will Oregon customers realize additional benefits in the future related to 19

these renewable resources? 20

A. Yes.  The RAC mechanism requires the Company to update the revenue 21

requirement each year for resources included in the RAC.  As such, customers 22

receive the benefit of reduced rate base due to depreciation each year.   For 23
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instance, it is estimated that the revenue requirement related to rate base for the 1

resources included in the 2009 RAC filing will be approximately $17 million less 2

in the 2010 RAC filing, on a total company basis.  In addition, it is reasonable to 3

expect that market prices will continue to rise over the life of the asset.  Mr. 4

Tallman’s testimony provides additional details on the benefits to customers of 5

these renewable resources.6

Introduction of Witnesses 7

Q. Please list the Company witnesses and provide a brief explanation of the 8

witnesses’ testimony. 9

A. The other Company witnesses filing direct testimony are: 10

Mark R. Tallman, Vice President of Renewable Resource Acquisition, describes 11

the new renewable resources that the Company is seeking recovery for in this 12

proceeding.13

R. Bryce Dalley, Manager of Revenue Requirement, presents the revenue 14

requirement calculation and the allocation methodology and factors used in this 15

filing.16

Judith M. Ridenour, Senior Analyst, Pricing & Cost of Service, presents the 17

Company’s proposed Schedule 202 and provides a comparison of existing and 18

estimated customer rates. 19

Q. Does this conclude your direct testimony? 20

A. Yes. 21
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Q. Please state your name, business address and present position with 1

PacifiCorp, dba Pacific Power & Light Company (the Company). 2

A. My name is Mark R. Tallman.  My business address is 825 NE Multnomah, Suite 3

2000, Portland, Oregon 97232.  My present position is Vice President of 4

Renewable Resource Acquisition.5

Qualifications 6

Q. Briefly describe your education and business experience. 7

A. I have a Bachelor of Science Degree in Electrical Engineering from Oregon State 8

University and a Masters of Business Administration from City University.  I am 9

also a Registered Professional Engineer in the states of Oregon and Washington.  10

I have been the Vice President of Renewable Resource Acquisition since 11

December 2007.  Prior to that, I was Managing Director of Renewable Resource 12

Acquisition from April 2006 to December 2007.  I have worked at the Company 13

for more than 22 years in a variety of positions of increasing responsibility, 14

including the commercial and trading organization;  the Company’s engineering 15

organization; the retail distribution organization; and five years as a District 16

Manager.17

Purpose of Testimony 18

Q. What is the purpose of your testimony?19

A. The purpose of my testimony is to demonstrate the prudence of multiple 20

renewable resources that the Company is seeking cost recovery for in this 21

proceeding. These renewable resources are the:  Leaning Juniper 1; Marengo; 22

Goodnoe Hills; Marengo II; Seven Mile Hill; Glenrock; and Rolling Hills wind 23
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resources as well as the Blundell Bottoming Cycle geothermal resource. 1

Q. Please briefly explain how you support the prudence of these supply-side 2

resources in your testimony. 3

A. I describe the integrated resource plan (IRP) and how that strategic tool is utilized 4

to assist the Company in identifying and quantifying the need and timing of new 5

supply-side resources. I also provide an overview of the relevant MidAmerican 6

Energy Holdings Company (MEHC) transaction commitments. I conclude with a 7

description of each renewable resource acquired by the Company and the 8

decision-making process that led to the acquisition. 9

Integrated Resource Plan 10

Q. Please briefly describe the IRP. 11

A. The IRP is a strategic planning tool that presents a framework of future actions to 12

ensure PacifiCorp continues to provide reliable, least-cost service with 13

manageable and reasonable risk to its customers. Each IRP builds on PacifiCorp’s 14

prior resource planning efforts and reflects continuous significant advancements 15

in portfolio modeling and risk analysis.16

Q. What is the main purpose of the IRP? 17

A. The main purpose of the IRP is to serve as a strategic roadmap to assist the 18

Company in determining and implementing the Company’s long-term resource 19

strategy. In doing so, it accounts for state commission IRP requirements, input 20

received from stakeholders, corporate business goals, other potential external 21

influences, and applicable MEHC transaction commitments related to IRP 22

activities (such as adding new renewable resources to the Company’s portfolio). 23
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As a strategic business planning tool, the IRP supports informed decision-1

making on resource acquisition by providing an analytical framework for 2

assessing alternative resource tradeoffs. As an external communications tool, the 3

IRP engages numerous stakeholders in the planning process and guides them 4

through the key decision points leading to the Company’s preferred portfolio of 5

supply-side and demand-side resources and investment in transmission. 6

The emphasis of the IRP is to determine the most robust resource plan 7

under a reasonably wide range of potential futures, as opposed to the optimal plan 8

for some expected view of the future. The modeling is intended to inform and 9

support rather than overshadow the expert judgment of the Company’s decision-10

makers. The preferred portfolio is not meant to be a static planning product, but 11

rather is expected to evolve as part of the ongoing planning process as new 12

information and circumstances become available. As a multi-objective planning 13

effort, the IRP must reach a balanced position upon considering several priorities 14

and accounting for diverse and sometimes conflicting stakeholder views.  As the 15

owner of the IRP, the Company is uniquely positioned to determine the resource 16

plan that best accomplishes IRP objectives on a system-wide basis, thereby 17

meeting customer, community and investor obligations collectively. 18

Q. What is the outcome of the IRP process? 19

A. The result is a preferred portfolio that represents a balance of resource additions 20

that meet future customer needs, while minimizing cost, balancing diverse 21

stakeholder interests and addressing environmental concerns. 22

To follow through on the findings of the resource plan, PacifiCorp’s IRP 23
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includes an action plan that is intended to inform and provide guidance for the 1

Company’s resource acquisition activities over the next few years. 2

Q. How did the 2004 IRP address renewable resources in Docket LC 39? 3

A. The Company’s 2004 IRP identified 1,400 MW of renewable resources as part of 4

a least-cost portfolio of resources to meet the Company’s growing demand over a 5

ten-year period.  The 2004 IRP included wind resources as a proxy for all 6

renewable resources, which are part of a prudent and balanced resource mix.  The 7

2004 IRP characterized wind energy as having only minor impacts on the 8

environment and producing no air pollutants or greenhouse gasses (page 94 of 9

PacifiCorp’s 2004 IRP). Action item 1 in the plan was to continue to aggressively 10

pursue cost-effective renewable resources through current and future requests for 11

proposals (RFP) and pursuant to an overall resource procurement strategy.12

Q. Did the Commission acknowledge the Company’s 2004 IRP and action plan 13

in regards to the Company’s pursuit of 1,400 MW of renewable resources? 14

A. Yes. Order No. 06-029 acknowledged Action Item 1.   15

Q. Did the Company utilize a RFP as a way to acquire renewable resources 16

identified in the 2004 IRP?17

A. Yes. The Company’s RFP, designated RFP 2003-B, was issued in February 2004 18

for the purpose of acquiring renewable resources and recommended the 19

acquisition of up to 1,100 MW of renewable resources. Following the acquisition 20

of PacifiCorp by MEHC, PacifiCorp amended RFP 2003-B by allowing previous 21

bidders to update their proposals and invite new bidders to participate. 22
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Q. How did the 2007 IRP address renewable resources in Docket LC 42? 1

A. The 2007 IRP identifies a target of 2,000 megawatts of renewable resources to be 2

acquired by 2013. Under this plan, the company will seek to acquire 1,400 3

megawatts of new renewable resources by 2010, with an additional 600 4

megawatts in its portfolio by 2013. The 2,000 megawatts of renewable resources 5

is inclusive of the 1,400 megawatts of cost-effective renewable resources 6

identified in the company’s 2004 IRP.  While the company used wind for 7

modeling purposes in the IRP process, renewable generation includes other fuel 8

sources (such as geothermal).  9

Q. Has the Commission acknowledged the 2007 IRP and its action plan on 10

renewable resource acquisition? 11

A. The Commission has not yet issued its final order on the Company’s 2007 IRP.12

However, in the Commission Staff Report on the IRP, dated December 14, 2008, 13

the Staff recommended that the Commission acknowledge the Company’s 2007 14

IRP action plan item to acquire 2,000 MW of renewable resources by 2013. 15

Q. Please describe the Company’s current activity with respect to renewable 16

resource RFPs to implement the 2007 IRP action plan.17

A. The Company is implementing two renewable resource RFPs in 2008.  On 18

January 31, 2008, PacifiCorp issued an RFP for long-term renewable resources 19

less than 100 MW in generating capability, or alternatively for a term less than 20

five years if greater than 100 MW in generating capability, that will be in 21

operation prior to December 31, 2009.  Developers may submit proposals in the 22

form of a power purchase agreement or build-own-transfer agreement. The 23
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Company will not have a benchmark or other Company owned alternative in this 1

process. The deadline for bids was March 31, 2008.  The Company expects to 2

efficiently complete evaluations and announce a short list soon thereafter. Final 3

agreements with project developers are targeted by June 30, 2008.4

On March 4, 2008, the Company filed an application with the Oregon 5

Commission to open a docket for approval of a RFP process targeting system-6

wide renewable resources up to 500 MW that will be in operation prior to 7

December 31, 2011.  Each renewable resource is limited in size to no more than 8

300 MW, which is the upper limit permitted by Utah Senate Bill 2021.  The 9

Company is currently in the process of soliciting for independent evaluators for 10

the RFP and is targeting to file the draft RFP in early April.  As a part of this RFP, 11

the Company is proposing a form and process that will allow the Company to re-12

issue the solicitation in subsequent time periods to call for new bidders or updated 13

bids on an as-needed basis.  This ability to periodically re-issue the solicitation is 14

important to the Company and customers so as to provide needed flexibility in the 15

procurement of renewable resources.  The Company anticipates that it will re-16

issue the renewable RFP at least each year in order to acquire needed resources to 17

serve customers and comply with RPS laws.   18

MEHC Transaction Commitments 19

Q. Please provide an overview of the MEHC transaction commitments related 20

to the acquisition of renewable resources. 21

A. As part of the regulatory approvals related to the acquisition of PacifiCorp, 22

                                           
1 Utah Senate Bill 202 requires the Company to issue a public solicitation of bids for a renewable energy 
source up to 300 MW in size each year in which it reasonably anticipates that it will need to acquire or 
commence construction of a renewable energy resource. (Utah Code 54-17-502(2)(a)(i).) 
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MEHC and PacifiCorp committed to: 1

� Bring at least 100 MW of cost-effective wind resources in service within 2

one year of the close of the transaction;3

� Have 400 MW of cost-effective new renewable resources in PacifiCorp’s 4

generation portfolio by December 31, 2007, and 5

� Reaffirm PacifiCorp’s commitment to acquire 1,400 MW of cost-effective 6

new renewable resources. 7

The resources described below have been acquired consistent with these 8

commitments. 9

Analysis Methodologies 10

Q. Please generally describe the analysis methodologies the Company utilized to 11

evaluate the economic effectiveness of the wind resources that your testimony 12

addresses.13

A. The Company used two analysis methods depending on when a wind resource 14

was evaluated. The first method is a present value revenue requirements 15

differential method (“PVRR(d)”) and the second is a next highest alternative cost 16

for compliance (“ACC”) method. 17

Q. Which wind resources were analyzed using the PVRR(d) method?   18

A. Leaning Juniper 1, Marengo, Marengo II, and Seven Mile Hill. 19

Q. Which renewable resources were analyzed using the ACC method? 20

A. Glenrock and Rolling Hills. 21

Q. How was the Goodnoe Hills project analyzed?   22

A. The Goodnoe Hills project was analyzed using the PVRR(d) method but the 23
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results were expressed so as to be consistent with the way the ACC method 1

expresses results. 2

Q. Please describe the PVRR(d) method.   3

A. The PVRR(d) method utilizes production cost modeling based on the Company’s 4

GRID model or a forward price curve. The forward price curve (FPC) was used if, 5

based on the location of the resource, the GRID model could reasonably be 6

expected to balance against a FPC market. Where GRID is used, the Company 7

first runs GRID to obtain a baseline reference. GRID is then run a second time 8

with the renewable resource added at zero cost. The result is market-based energy 9

costs avoided as a result of adding the renewable resource to the GRID resource 10

set. The PVRR(d) approach uses the Company’s FPC as an input and generates a 11

market-based alternative comparison of the resource. The PVRR(d) approach then 12

compares other costs and benefits of the specific resource being considered 13

against the GRID model results, or a FPC, and represents the resource in terms of 14

a project-specific benefit to customers on a net present value basis over the life of 15

the project as compared to an alternative. The alternative in this case was the 16

GRID model results or a FPC. A negative result denotes a financial benefit to 17

customers whereas a positive result indicates that customers may be better off to 18

pursue an alternative other than the resource.19

Q. Was there an assumption for renewable energy credit (REC) value included 20

in the PVRR(d) method?21

A. Yes. The PVRR(d) method included a REC value assumption of $5.00 per 22

megawatt-hour for a period of five (5) years. The REC assumption was consistent 23
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with the REC assumption used in the IRP.  1

Q. Please describe the ACC method.   2

A. The ACC method utilizes production cost modeling based on the IRP Planning 3

and Risk (“PaR”) model. The PaR model uses the Company’s FPC as an input 4

and the ACC method also generates a market-based alternative comparison of the 5

resource. In determining the alternative, the Company first runs the PaR model 6

utilizing the then-current IRP preferred portfolio or, if applicable, the IRP 7

preferred portfolio as modified by the Company’s then-current business plan. The 8

PaR model was then run a second time with the uncommitted renewable resources 9

from the preferred portfolio removed. The result is market-based energy costs 10

incurred as a result of no longer adding renewable resources to the IRP portfolio. 11

The ACC approach then compares other costs and benefits of the specific 12

resource being considered against the PaR model results and represents the 13

resource in terms of a project-specific ACC over the life of the project necessary 14

to result in a zero net present value revenue requirement difference. The 15

alternative in this case was the PaR model results. The ACC method represents its 16

results on a dollars per megawatt-hour (MWh) basis whereas the PVRR(d) 17

method represents its results on the basis of dollars. 18

Q. Is a REC value used in the ACC method?   19

A. No.20

Q. What does a negative ACC denote and what does a positive ACC denote?   21

A. A negative ACC denotes a case where the resource compares favorably to the 22

PaR model results without any consideration to REC values and/or the next 23
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highest alternative cost for compliance. A positive value denotes a case where the 1

project-specific ACC can be compared against current or potential future penalties 2

for not complying with the RPS requirements in Oregon, which is described in 3

Ms. Kelly’s testimony, and/or with the RPS requirements in other states, or a 4

potential future federal RPS law or laws. 5

Q. What is the cost for non-compliance under the RPS laws in the Company’s 6

service area?   7

A. In Washington, the potential penalty is equal to $50 adjusted for inflation for each 8

MWh the Company fails to include as an adequate level of energy from 9

renewable resources in its portfolio.  In California, the California Public Utilities 10

Commission has the discretion to administer potential penalties of five (5) cents 11

per kWh (or $50 per MWh), up to $25 million per year, if the Company fails to 12

meet procurement targets for renewable energy. In Oregon, the penalty is not 13

defined by the law; Senate Bill 838 states that the Commission may impose a 14

penalty against the Company in an amount determined by the Commission if the 15

Company fails to comply with the standard.  16

Q. Why did the Company start using the ACC method for analyzing renewable 17

resources?   18

A. The Company started using the ACC method for three reasons: (1) we understood 19

from our stakeholders that they desired an IRP-based analytical methodology for 20

renewable resource evaluation; (2) the Company was implementing the IRP 21

preferred portfolio of resources; and (3) RPS requirements had been passed in 22

Washington, California and, subsequently, in Oregon. Additionally, Utah Senate 23



 PPL/200 
Tallman/11 

Direct Testimony of Mark R. Tallman                                         

Bill 202 sets forth energy resource and carbon emission reduction initiatives.  1

Q. Please generally describe the analysis methodologies the Company utilized to 2

evaluate the Blundell Bottoming Cycle geothermal resource.  3

A. The method used to analyze the Blundell Bottoming Cycle resource was based on 4

a FPC but without any REC value assumption. 5

Leaning Juniper 1 6

Q. Please describe the size and location of the Leaning Juniper 1 resource.  7

A. Leaning Juniper 1 is a 100.5 MW wind energy generation facility, consisting of 8

67 General Electric 1.5 MW (model SLE) 60 hertz wind turbine generators 9

located about three miles southwest of Arlington, Oregon. Exhibit PPL/201 shows 10

a map of the plant location. PacifiCorp owns the assets and all output and all 11

interconnection rights up to the project’s 100.5 MW capability. The turbines have 12

80 meter tubular towers and a 77 meter rotor diameter. The project includes 13

above-ground and underground electric cable, fiber optic communication cable, 14

approximately 20 miles of turbine access roads, two permanent meteorological 15

towers, one collector substation, one supervisory control and data acquisition 16

system, and one operation and maintenance building. Ongoing operations, 17

warranty, and general maintenance services are being performed by Leaning 18

Juniper 1 Wind Power LLC (a PPM Energy, Inc. affiliate), under a negotiated 19

two-year contract. 20

Q. How is energy generated by Leaning Juniper 1 delivered? 21

A.  The energy generated by the project is delivered to the project’s substation, 22

which connects to the Jones Canyon substation that was built by the Bonneville 23
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Power Administration (BPA), then to BPA’s transmission system. Energy from 1

the project is then transmitted across BPA’s transmission system for delivery into 2

PacifiCorp’s system. 3

Q. Please describe the benefits of this resource to Oregon customers. 4

A. Oregon customers benefit from this resource as it represents the only resource 5

made available to the Company via RFP 2003-B that could economically meet a 6

commercial operation date in 2006. The 2003 and subsequent IRPs specify that 7

renewable resources (using wind resources as a proxy) steadily be added to the 8

system with the target of reaching 1,400 MW or more of renewable resources. 9

Leaning Juniper 1 represents such a resource. In addition, Leaning Juniper 1 was 10

economical when compared against resources identified via RFP 2003-B for 11

renewable resources that could become commercial during 2007. 12

Q. How else does the Leaning Juniper 1 resource benefit Oregon customers? 13

A. The Leaning Juniper 1 resource further benefits Oregon customers by providing 14

the Company with a zero incremental cost fuel source (thus reducing commodity 15

risk exposure in the Transition Adjustment Mechanism (TAM)), a multi-shafted 16

generation resource (thus diversifying the impact of individual generator failures), 17

and valuable ownership and operational experience with utility scale wind 18

projects. Leaning Juniper 1 is the first wind resource that PacifiCorp has acquired 19

on an ownership basis since the construction of the Foote Creek 1 wind resource 20

at Foote Creek rim in Wyoming. The Leaning Juniper 1 project utilizes General 21

Electric Company wind turbines, thus giving PacifiCorp valuable experience with 22

this particular manufacturer. As a result of long-term planning and the reasonable 23
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expectation that additional state and/or federal renewable portfolio standards will 1

be established, PacifiCorp is expecting to have a robust need for renewable 2

resources in the coming years. PacifiCorp currently has a number of power 3

purchase and service agreements associated with wind projects in its portfolio and 4

it is important that the Company diversify to include owned renewable resources. 5

Leaning Juniper 1 is providing the Company with valuable experience to enable 6

the evolution of those activities as well as valuable experience with a General 7

Electric Company turbine-based wind project. 8

Q. How did the Company make the decision to move forward with the Leaning 9

Juniper 1 project? 10

A. Company executives were provided with a detailed overview of the project, the 11

contract support and counterparty guarantees for executing upon the project, the 12

risks associated with the project, the need for the project as established by the 13

IRP, the financial assessment of the project, and the justification of the project 14

due to the results of RFP 2003-B. Upon review of this information, the Company 15

determined that it would proceed with acquisition of the project. 16

Q. Has this resource been incorporated in the Company’s current rates? 17

A. Since January 2007, Leaning Juniper has been included in the Company’s net 18

power costs in the TAM. The Company’s current rates do not provide for 19

recovery of the revenue requirement that is unrelated to net power costs. 20

Q. What investment related to the Leaning Juniper 1 project is included in the 21

revenue requirement in this filing? 22

A. The Company has included $175.7 million, total company, for the Leaning 23
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Juniper 1 plant in this application. The total company O&M cost associated with 1

the Leaning Juniper 1 resource is $3.4 million for this application. This is due to 2

the wind turbine-generator maintenance agreement, permitting obligations, local 3

levy tax and land and easement payments. 4

The Leaning Juniper 1 plant was placed in service September 14, 2006. Mr. 5

Dalley’s testimony describes the revenue requirement calculations associated with 6

the inclusion of this resource.7

Q. What was the result of the PVRR(d) method of analysis that was presented to 8

Company executives with respect to the Leaning Juniper 1 resource?  9

A. The response to this question is included in confidential Exhibit PPL/202.10

Marengo11

Q. Please describe the size and location of the Marengo resource.  12

A. Marengo is a 140.4 MW wind energy generation facility, consisting of seventy-13

eight Vestas 1.8 MW wind turbine generators located near Dayton, Washington. 14

Exhibit PPL/201 shows a map of the plant location. PacifiCorp owns the assets, 15

all output and all interconnection rights. The Vestas turbines located at the 16

Marengo site have eighty meter rotor diameter and sixty-seven meter tubular 17

towers. The project includes above-ground and underground electric cable; fiber 18

optic communication cable; turbine access roads; two permanent meteorological 19

towers; one collector substation; a transmission line extension; one supervisory 20

control and data acquisition system; and one operation and maintenance building. 21

Ongoing operations, warranty, and general maintenance services will initially be 22

performed by Vestas American Wind Technology, Inc., for a period that extends 23
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for more than four years.  1

Q. How is energy generated by Marengo delivered to PacifiCorp’s system? 2

A. The electrical energy generated by the Marengo wind project is delivered to the 3

project substation and stepped up from 34.5kV to 230kV and delivered into 4

PacifiCorp’s transmission system on the North Lewiston-to-Walla Walla 230kV 5

transmission line via a 230 kV transmission line extension and new transmission 6

switching station (the Talbot switching station). As such, no third-party 7

transmission expense is anticipated (i.e., no Bonneville Power Administration 8

(BPA) point-to-point wheeling expenses) to deliver project energy to the 9

Company’s system.  The Marengo wind resource is interconnected to the 10

Company’s west control area. 11

Q. Please describe the benefits of this resource to Oregon customers. 12

A. The Marengo resource benefits Oregon customers in several ways.  It is a cost-13

effective addition to the Company’s portfolio that is consistent with the preferred 14

portfolios resulting from PacifiCorp’s last three IRP cycles.  Marengo will also 15

provide the Company and its customers with a long-term resource to comply with 16

requirements of Oregon’s RPS.  In addition, the Marengo resource provides our 17

customers with a zero incremental cost fuel source (thus reducing commodity risk 18

exposure), a multi-shafted generation resource (thus diversifying the impact of 19

individual generator failures), and further valuable ownership and operational 20

experience with utility scale wind projects. Marengo is the second wind resource 21

that PacifiCorp has acquired on an ownership basis since the construction of the 22

Foote Creek 1 wind resource at Foote Creek rim in Wyoming. The Marengo 23
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project utilizes Vestas wind turbines, thus giving PacifiCorp valuable experience 1

with this particular manufacturer. As a result of long-term planning and the 2

reasonable expectation that additional state and/or federal renewable portfolio 3

standards will be established, PacifiCorp is expecting to have a robust need for 4

renewable resources in the coming years. In light of these emerging requirements, 5

PacifiCorp currently has a number of power purchase agreements and service 6

agreements for wind projects in its portfolio and it is important that the Company 7

diversify to include owned renewable resources.8

Q. How did the Company make the decision to move forward with the Marengo 9

project?10

A. Company executives were provided with a detailed overview of the project; the 11

contract support and counterparty guarantees for executing upon the project; the 12

risks associated with the project; the need for the project as established by the 13

IRP; the financial assessment of the project; and the justification of the project 14

due to the results of RFP 2003-B.  Upon review of this information, the Company 15

determined that it would proceed with acquisition of the project.  16

Q. Has this resource been incorporated in the Company’s current rates? 17

A. Since January 2008, Marengo has been included in the Company’s net power 18

costs in the TAM.  The Company’s current rates do not provide for recovery of 19

the revenue requirement that is unrelated to net power costs.  20

Q. What investment related to the Marengo project is included in the revenue 21

requirement in this filing?  22

A. The total company cost for the Marengo project was $246.1 million.  The O&M 23
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cost associated with the Marengo resource that is associated with this application 1

is $4.9 million on a total company basis. This is due to the wind turbine-generator 2

maintenance agreement, permitting obligations, local levy tax and land and 3

easement payments.  4

The Marengo plant was placed in service August 4, 2007.  Mr. Dalley’s 5

testimony describes the revenue requirement calculations associated with the 6

inclusion of this resource. 7

Q. What was the result of the PVRR(d) method of analysis that was presented to 8

Company executives with respect to the Marengo resource?  9

A. The response to this question is included in confidential Exhibit PPL/202.10

Goodnoe Hills11

Q. Please describe the size and location of the Goodnoe Hills resource.12

A. The Goodnoe Hills resource is a wind resource located near Goldendale, 13

Washington. Exhibit PPL/201 shows a map of the plant location. PacifiCorp owns 14

the assets, all output and 94 MW of interconnection rights with the BPA. Ongoing 15

operations, warranty, and general maintenance services will be performed by the 16

wind turbine supplier (REpower System AG) for the first two years and then by 17

enXco Service Corporation for the following eight years. The Goodnoe Hills wind 18

project consists of a 94 MW wind energy generation facility utilizing forty-seven 19

REpower System AG 2.0 MW (model MM92) sixty hertz wind turbine 20

generators. The turbines have a 92.5 meter rotor diameter and eighty meter 21

tubular towers. The project includes above-ground and underground electric 22

cable; fiber optic communication cable, turbine access roads; permanent 23
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meteorological towers; a supervisory control and data acquisition system; a 1

collector substation and one operation and maintenance building. 2

Q. How is energy generated by Goodnoe Hills delivered to PacifiCorp’s system? 3

A. The energy generated by the project will be delivered to a 34.5/230 kilovolt 4

substation which connects to the Rock Creek substation built by BPA. The energy 5

is then delivered to BPA’s transmission system for transmission across BPA’s 6

system for delivery into the Company’s system.  7

Q. Please describe the benefits of this resource to Oregon customers. 8

A. The Goodnoe Hills resource benefits Oregon customers in several ways.  It is a 9

cost-effective addition to the Company’s portfolio that is consistent with the 10

preferred portfolios resulting from PacifiCorp’s last three IRP cycles.  Goodnoe 11

Hills will also provide the Company and its customers with a long-term resource 12

to comply with requirements of Oregon’s RPS.  In addition, the Goodnoe Hills 13

resource provides our customers with a zero incremental cost fuel source (thus 14

reducing commodity risk exposure), a multi-shafted generation resource (thus 15

diversifying the impact of individual generator failures), and further valuable 16

ownership and operational experience with utility scale wind projects.  The 17

Goodnoe Hills project utilizes REpower wind turbines, thus giving PacifiCorp 18

valuable experience with this particular manufacturer who is establishing a sales 19

and maintenance operation in Oregon. The combination of the turbine supplier 20

and operational expertise held by the project developer enabled the Company to 21

negotiate a long-term operation and maintenance agreement for the entire project. 22

This benefited customers as it is an economical way to operate a project that is 23
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located outside of PacifiCorp’s historical service territory. Further, as a result of 1

long-term planning and the reasonable expectation that additional state and/or 2

federal renewable portfolio standards will be established, PacifiCorp is expecting 3

to have a robust need for renewable resources in the coming years. PacifiCorp 4

currently has a number of power purchase agreements and service agreements for 5

wind projects in its portfolio and it is important that the Company diversify to 6

include owned renewable resources. Goodnoe Hills will provide the Company 7

with further experience in owning wind resources and enable the evolution of 8

those activities in other locations.9

Q. How did the Company make the decision to move forward with the Goodnoe 10

Hills project? 11

A. Company executives were provided with a detailed overview of the project; the 12

contract support and counterparty guarantees for executing upon the project; the 13

risks associated with the project; the need for the project as established by the 14

IRP; the financial assessment of the project; and the justification of the project. 15

Upon review of this information, the Company determined that it would proceed 16

with acquisition of the project. 17

Q. What investment related to the Goodnoe Hills project is included in the 18

revenue requirement?  19

A. The Company has forecasted $196.6 million, total company, for the Goodnoe 20

Hills project.  The O&M cost associated with the Goodnoe Hills resource is 21

forecasted at $3.2 million total company.  This is due to the wind turbine-22

generator maintenance agreement, permitting obligations, local levy tax and land 23
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and easement payments.  1

The Goodnoe Hills project is expected to be operational by June 2008. Mr. 2

Dalley’s testimony describes the revenue requirement calculations associated with 3

the inclusion of this resource. 4

Q. What was the result of the PRVV(d) method of analysis that was presented to 5

Company executives with respect to the Goodnoe Hills resource?  6

A. The response to this question is included in confidential Exhibit PPL/202.7

Marengo II 8

Q. Please describe the size and location of the Marengo II resource.  9

A. The Marengo II project is a 70.2 MW wind energy generation facility, consisting 10

of 39 Vestas 1.8 MW wind turbine generators located near the Marengo wind 11

project outside of Dayton, Washington. Exhibit PPL/201 shows a map of the plant 12

location. PacifiCorp owns the assets, all output and all interconnection rights. The 13

Vestas turbines located at the Marengo II site have 67 meter tubular towers and an 14

80 meter rotor diameter. The project includes above-ground and underground 15

electric cable; fiber optic communication cable; turbine access roads; a permanent 16

meteorological tower; one collector substation; a transmission line extension; and 17

one supervisory control and data acquisition system. Ongoing operations, 18

warranty and general maintenance services will initially be performed by Vestas 19

American Wind Technology, Inc. for a period of four years.  20

Q. How will energy generated by Marengo II be delivered? 21

A. The electrical energy generated by the Marengo II wind project will be delivered 22

to the project substation and stepped up from 34.5kV to 230kV and delivered into 23
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PacifiCorp’s Talbot switching station via the 230 kV transmission line extension 1

constructed as part of the Marengo wind project. Similar to the Marengo project, 2

the Marengo II wind project will not incur third-party transmission expense to 3

deliver to PacifiCorp’s system.  4

Q. Are the benefits of Marengo II similar to those you have identified associated 5

with the original Marengo Wind Project? 6

A. Yes, with this project being a renewable resource that can economically meet a 7

commercial operation date during 2008. 8

Q. How did the Company make the decision to move forward with the Marengo 9

II project? 10

A. Company executives were provided with a detailed overview of the project; the 11

contract support and counterparty guarantees for executing upon the project; the 12

risks associated with the project; the need for the project as established by the 13

IRP; the financial assessment of the project; and the justification of the project. 14

Upon review of this information, the Company determined that it would proceed 15

with acquisition of the project. 16

Q. What investment related to the Marengo II project is included in the revenue 17

requirement?18

A. The Company has projected the total company cost of Marengo II to be $135.8 19

million. The total company forecasted O&M cost associated with the Marengo II 20

resource is $2.3 million. This is due to the wind turbine-generator maintenance 21

agreement, permitting obligations, local levy tax and land easement payments. 22

The Marengo II project is expected to be operational by August 2008. Mr. 23
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Dalley’s testimony describes the revenue requirement calculations associated with 1

the inclusion of this resource.2

Q. What was the result of the PVRR(d) method of analysis that was presented to 3

Company executives with respect to the Marengo II resource?  4

A. The response to this question is included in confidential Exhibit PPL/202.5

Seven Mile Hill   6

Q. Please describe the size and location of the Seven Mile Hill resource.  7

A. The Seven Mile Hill resource is a wind resource located in Carbon County, 8

Wyoming. Exhibit PPL/201 shows a map of the plant location. PacifiCorp owns 9

the assets, all output and all interconnection rights with PacifiCorp Transmission. 10

Ongoing operations, warranty, and general maintenance services will be 11

performed by PacifiCorp or a third party. The Seven Mile Hill wind project 12

consists of a 99 MW wind energy generation facility utilizing 66 General Electric 13

1.5 MW wind turbine generators. The turbines have 80 meter towers and a 77 14

meter rotor diameter. The project includes underground electric cable; fiber optic 15

communication cable; turbine access roads; permanent meteorological towers; a 16

supervisory control and data acquisition system; a collector substation; and one 17

operation and maintenance building. 18

Q. How will energy generated by Seven Mile Hill be delivered? 19

A. The energy generated by the project will be delivered to a 34.5/230 kilovolt 20

substation which will connect to PacifiCorp’s transmission system via an adjacent 21

230 kilovolt interconnection substation. The energy is then delivered to 22

PacifiCorp’s transmission system on the Miners to Dave Johnston 230kV 23
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transmission line. 1

Q. Please describe the benefits of this resource to Oregon customers. 2

A. Oregon customers benefit from this resource as it represents an economic 3

renewable resource. The 2004 and 2007 IRPs specify that renewable resources 4

(using wind resources as a proxy) be steadily added to the system with the target 5

of reaching 1,400 MWs or more of renewable resources. Seven Mile Hill 6

represents such a resource. 7

Q. How else will the Seven Mile Hill resource benefit Oregon customers? 8

A. The Seven Mile Hill resource further benefits Oregon customers by providing the 9

Company with a zero incremental cost fuel source (thus reducing commodity risk 10

exposure), a multi-shafted generation resource (thus diversifying the impact of 11

individual generator failures), and further valuable ownership and operational 12

experience with utility scale wind projects. The Seven Mile Hill project utilizes 13

General Electric wind turbines, thus giving PacifiCorp the option and ability to 14

share spare parts with other General Electric based wind projects. Further, as a 15

result of long-term planning and the reasonable expectation that additional state 16

and/or federal renewable portfolio standards will be established, PacifiCorp is 17

expecting to have a robust need for renewable resources in the coming years. 18

Q. How did the Company make the decision to move forward with the Seven 19

Mile Hill project? 20

A. Company executives were provided with a detailed overview of the project, the 21

contract support and counterparty guarantees for executing upon the project, the 22

risks associated with the project, the need for the project as established by the 23
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IRP, the financial assessment of the project, and the justification of the project. 1

Upon review of this information, the Company determined that it would proceed 2

with acquisition of the project. 3

Q. What investment related to the Seven Mile Hill project is included in the 4

revenue requirement?  5

A. The Company has forecasted $201.4 million, total company, for the Seven Mile 6

Hill project. The O&M cost associated with the Seven Mile Hill resource is 7

forecasted at $3.6 million, total company. This is due to expected wind turbine-8

generator maintenance costs, permitting obligations, local levy tax and land and 9

easement payments. The Seven Mile Hill project is expected to be operational by 10

the end of December 2008. Mr. Dalley’s testimony describes the revenue 11

requirement calculations associated with the inclusion of this resource.12

Q. What was the result of the PVRR(d) method of analysis presented to 13

Compny executives with respect to the Seven Mile Hill resource?  14

A. The response to this question is included in confidential Exhibit PPL/202.15

Glenrock 16

Q. Please describe the size and location of the Glenrock resource.  17

A. The Glenrock wind project is a wind resource located in Converse County, 18

Wyoming. Exhibit PPL/201 shows a map of the plant location. PacifiCorp owns 19

the assets, all output and all interconnection rights with PacifiCorp Transmission. 20

Ongoing operations, warranty and general maintenance services will be 21

performed by PacifiCorp or a third party. The Glenrock wind project consists of a 22

99 MW wind energy generation facility utilizing 66 General Electric 1.5 MW 23
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wind turbine generators. The turbines have 80 meter tubular towers and a 77 1

meter rotor diameter. The project includes above-ground and underground electric 2

cable; fiber optic communication cable; turbine access roads, permanent 3

meteorological towers; a supervisory control and data acquisition system; and 4

operations/maintenance structures at the site.  5

Q. Please describe other attributes associated with the site on which the 6

Glenrock wind project is being constructed? 7

A. The Glenrock wind project is located on property owned by the Company that 8

includes the location of the former Dave Johnston Coal Mine. Strip mining of the 9

area began in 1958 and ceased in September 2000. Since then, the Company has 10

worked closely with the Wyoming Department of Environmental Quality 11

(WDEQ) to reclaim the mined area. The area that was mined is re-contoured and 12

now supports vegetation and animal life native to Wyoming. The Company will 13

continue to work closely with WDEQ to assure that construction of the Glenrock 14

wind project on PacifiCorp’s property is in compliance with any WDEQ 15

requirements related to that portion of the wind project site for which coal mining 16

activities took place. 17

Q. How will energy generated by Glenrock be delivered? 18

A. The energy generated by the Glenrock project will be delivered to a 34.5/230 19

kilovolt substation which will connect to PacifiCorp’s transmission system via a 20

13-mile 230 kilovolt transmission line extension and a new transmission 21

interconnection substation located between the Glenrock mine and the Dave 22

Johnston power plant. 23
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Q. Please describe the benefits of this resource to Oregon customers. 1

A. Oregon customers benefit from this resource as it represents an economic 2

renewable resource. The 2004 and 2007 IRPs specify that renewable resources 3

(using wind resources as a proxy) be steadily added to the system with the target 4

of reaching 1,400 MWs or more of renewable resources. Glenrock represents such 5

a resource. 6

Q. How else will the Glenrock resource benefit Oregon customers? 7

A. The Glenrock resource further benefits Oregon customers by providing the 8

Company with a zero incremental cost fuel source (thus reducing commodity risk 9

exposure), a multi-shafted generation resource (thus diversifying the impact of 10

individual generator failures), and further valuable ownership and operational 11

experience with utility scale wind projects. The Glenrock project utilizes General 12

Electric Company wind turbines, thus giving PacifiCorp the opportunity to use 13

valuable experience from other General Electric based projects and spare parts 14

optimization. General Electric is the largest manufacturer of wind turbines in the 15

United States. Further, as a result of long-term planning and the reasonable 16

expectation that additional state and/or federal renewable portfolio standards will 17

be established, PacifiCorp is expecting to have a robust need for renewable 18

resources in the coming years. 19

Q. How did the Company make the decision to move forward with the Glenrock 20

project?21

A. Company executives were provided with a detailed overview of the project; the 22

contract support and counterparty guarantees for executing upon the project; the 23
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risks associated with the project; the need for the project as established by the 1

IRP; the financial assessment of the project; and the justification of the project. 2

Upon review of this information, the Company determined that it would proceed 3

with acquisition of the project. 4

Q. What investment related to the Glenrock project is included in the revenue 5

requirement?6

A. The Company has forecasted total company costs of $210.3 million for the 7

Glenrock project. The total company O&M cost associated with the Glenrock 8

resource is $4.4 million. This is due to the wind turbine-generator maintenance 9

agreement, permitting obligations, local levy tax and land royalties and 10

easements. The Glenrock project is expected to be operational by the end of 11

December 2008. Mr. Dalley’s testimony describes the revenue requirement 12

calculations associated with the inclusion of this resource. 13

Q. What was the result of the ACC method of analysis that was presented to 14

Company executives with respect to the Glenrock resource?  15

A. The response to this question is included in confidential Exhibit PPL/202. 16

Rolling Hills 17

Q. Please describe the size and location of the Rolling Hills resource.  18

A. The Rolling Hills wind project is a wind resource located in Converse County, 19

Wyoming on the same site that the Glenrock wind project is located on. Exhibit 20

PPL/201 shows a map of the plant location. PacifiCorp owns the assets, all output 21

and all interconnection rights with PacifiCorp Transmission. Ongoing operations, 22

warranty, and general maintenance services will be performed by PacifiCorp or a 23
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third party. The Rolling Hills wind project consists of a 99 MW wind energy 1

generation facility utilizing 66 General Electric 1.5 MW wind turbine generators. 2

The turbines have 80 meter tubular towers and a 77 meter rotor diameter. The 3

project includes above-ground and underground electric cable; fiber optic 4

communication cable; turbine access roads; permanent meteorological towers; 5

and a supervisory control and data acquisition system.  6

Q. How will energy generated by Rolling Hills be delivered? 7

A. The energy generated by the Rolling Hills project will be delivered to a 34.5/230 8

kilovolt substation which will connect to PacifiCorp’s transmission system via the 9

same 13-mile 230 kilovolt transmission line extension and a transmission 10

interconnection substation being constructed for the Glenrock Wind project. 11

Q. Please describe the benefits of this resource to Oregon customers. 12

A. Oregon customers benefit from this resource as it represents an economic 13

renewable resource. The 2004 and 2007 IRPs specify that renewable resources 14

(using wind resources as a proxy) be steadily added to the system with the target 15

of reaching 1,400 MWs or more of renewable resources. Rolling Hills represents 16

such a resource. 17

Q. How else will the Rolling Hills resource benefit Oregon customers? 18

A. The Rolling Hills resource further benefits Oregon customers by providing the 19

Company with a zero incremental cost fuel source (thus reducing commodity risk 20

exposure), a multi-shafted generation resource (thus diversifying the impact of 21

individual generator failures), and further valuable ownership and operational 22

experience with utility scale wind projects. The Rolling Hills project utilizes 23
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General Electric Company wind turbines, thus giving PacifiCorp more 1

opportunities to gain synergies with other General Electric Company wind turbine 2

based wind projects. Further, as a result of long-term planning and the reasonable 3

expectation that additional state and/or federal renewable portfolio standards will 4

be established, PacifiCorp is expecting to have a robust need for renewable 5

resources in the coming years. 6

Q. How did the Company make the decision to move forward with the Rolling 7

Hills  project? 8

A. Company executives were provided with a detailed overview of the project, the 9

contract support and counterparty guarantees for executing upon the project, the 10

risks associated with the project, the need for the project as established by the 11

IRP, the financial assessment of the project, and the justification of the project. 12

Upon review of this information, the Company determined that it would proceed 13

with acquisition of the project. 14

Q. What investment related to the Rolling Hills project is included in the 15

revenue requirement?  16

A. The Company has forecasted $206.5 million, total company, for the Rolling Hills 17

project. The total company O&M cost associated with the Glenrock resource is 18

forecasted at $3.9 million. This is due to the wind turbine-generator maintenance 19

agreement, permitting obligations, local levy tax and land royalties and 20

easements. The Rolling Hills project is expected to be operational by the end of 21

December 2008. Mr. Dalley’s testimony describes the revenue requirement 22

calculations associated with the inclusion of this resource.23
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Q. What was the result of the ACC method of analysis that was presented to 1

Company executives with respect to the Rolling Hills resource?  2

A. The response to this question is included in confidential Exhibit PPL/202.3

Blundell Bottoming Cycle4

Q. Please describe the size and location of the Blundell Bottoming Cycle 5

resource.6

A. The Blundell Bottoming Cycle resource is a separate facility at the Blundell plant, 7

located near Milford, Utah. Exhibit PPL/201 shows a map of the plant location. 8

The bottoming cycle generates a nominal 11 MW of electrical energy using latent 9

heat in the geothermal brine. 10

Q. Please provide additional detail about the Blundell Bottoming Cycle 11

resource.12

A. The Blundell Plant, which was developed and constructed in the 1980’s, utilizes a 13

single-flash process to generate electrical power from liquid-dominated 14

geothermal brine. The original plant was designed to utilize the heat energy in the 15

geothermal brine, flashing the brine to steam and using it in a conventional steam 16

turbine generator. The brine is flashed to steam, passed through a steam turbine 17

generator, condensed back to liquid and then re-injected back into the 18

underground geothermal reservoir at approximately 340oF.  The bottoming cycle 19

uses the latent heat in the geothermal brine to drive a second turbine generator. 20

Rather than re-injecting the 340oF brine back into the underground geothermal 21

reservoir, it flows through a conventional tube and shell heat exchanger and is 22

used to vaporize pentane as the motive fluid. The pentane vapor drives the second 23
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turbine generator which produces the nominal 11 MW. The pentane is condensed 1

back to liquid with an air-cooled condenser. The brine is re-injected back into the 2

geothermal reservoir at approximately 190oF.3

Q. How will energy generated by the Blundell Bottoming Cycle resource be 4

delivered?5

A. Energy generated by the Blundell Bottoming Cycle will be delivered directly to 6

the Company’s existing transmission system at the 46kV level. 7

Q. Please describe the benefits of this resource to Oregon customers. 8

A. Oregon customers benefit from this resource as it represents a high capacity factor 9

renewable resource that can economically meet a commercial operation date 10

during 2007. The 2004 and 2007 IRPs specify that renewable resources be 11

steadily added to the system with the target of reaching 1,400 MWs or more of 12

renewable resources prior to 2015. The Blundell Bottoming Cycle project 13

represents such a resource. 14

Q. How else will the Blundell Bottoming Cycle resource benefit Oregon 15

customers? 16

A. This resource is predicated on enhancing the overall efficiency of an existing 17

generation plant. PacifiCorp routinely makes these assessments in search for 18

projects that can take advantage of existing infrastructure. In this instance, the 19

project takes advantage of existing generation and transmission infrastructure. As 20

such, no material transmission system investments had to be made to accept the 21

electrical output. 22
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Q. How did the Company make the decision to move forward with the Blundell 1

Bottoming Cycle resource? 2

A. The Company’s board of directors was provided with a detailed overview of the 3

project; the plan for executing upon the project; the risks associated with the 4

project; the need for the project; the financial assessment of the project; the 5

fueling strategy; and the justification of the project. Upon review of this 6

information, the Company’s board of directors deliberated and subsequently voted 7

to proceed with the project. 8

Q. Has this resource been incorporated in the Company’s current rates? 9

A. Since January 2008, the Blundell Bottoming Cycle has been included in the 10

Company’s net power costs in the TAM.  The Company’s current rates do not 11

provide for recovery of the revenue requirement that is unrelated to net power 12

costs.13

Q. What investment related to the Blundell Bottoming Cycle resource is 14

included in the revenue requirement in this filing?  15

A. The Company has included $23.2 million for the Blundell Bottoming Cycle 16

resource on a total company basis. The total company O&M cost associated with 17

the Blundell Bottoming Cycle resource is $540,000. The Blundell Bottoming 18

Cycle resource was placed in service on December 1, 2007. Mr. Dalley’s 19

testimony describes the revenue requirement calculations associated with the 20

inclusion of this resource.21
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Q. What was the result of the FPC based analysis that was presented to the 1

Company’s Board with respect to the Blundell Bottoming Cycle resource?  2

A. The response to this question is included in confidential Exhibit PPL/202.3

Conclusion4

Q. Please summarize your conclusions. 5

A. The supply-side renewable resources (Leaning Juniper 1, Marengo, Goodnoe 6

Hills, Marengo II, Seven Mile Hill, Glenrock, Rolling Hills, and the Blundell 7

bottoming cycle project) with in-service dates prior to December 31, 2008 have 8

been included in the Company’s RAC filing. These projects represent significant 9

investments the Company is making on behalf of its customers to meet their 10

energy needs and compliance obligation with respect to renewable resource 11

portfolio standards on a prudent and cost-effective basis. Customers will receive 12

the benefit of the output of these facilities and, therefore, the costs associated with 13

the facilities should be included in rates. The Company has been prudent in 14

securing these facilities for the benefit of its Oregon customers and should be 15

granted full cost recovery. 16

Q. Does this conclude your direct testimony?17

A. Yes. 18
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Q. Please state your name, business address and present position with 1

PacifiCorp, dba Pacific Power & Light Company (the Company). 2

A. My name is R. Bryce Dalley and my business address is 825 NE Multnomah, 3

Suite 2000, Portland, Oregon, 97232. I am currently employed as Manager of 4

Revenue Requirement. 5

Qualifications 6

Q. Briefly describe your education and business experience. 7

A. I received a Bachelor of Science degree in Business Management, with an 8

emphasis in finance from Brigham Young University in 2003.  In addition to my 9

formal education, I have also attended various educational, professional and 10

electric industry-related seminars. I have been employed by PacifiCorp since 11

2002 in various positions within the regulation and finance organizations. I 12

assumed my current position in 2008. 13

Q. What are your responsibilities at PacifiCorp? 14

A. My primary responsibilities include the calculation and reporting of the 15

Company’s revenue requirement, assuring that the applicable inter-jurisdictional 16

cost allocation methodologies are correctly applied, and providing the explanation 17

of those calculations to regulators in the jurisdictions in which the Company 18

operates.19

Purpose of Testimony 20

Q. What is the purpose of your testimony? 21

A. My testimony addresses the calculation of the $39.0 million revenue increase 22

requested in the Company’s Renewable Adjustment Clause (RAC) filing. In 23
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support of this calculation, I will also discuss the allocation methodology and 1

factors used by the Company in this filing. 2

Q. Please describe Exhibit PPL/301. 3

A. Exhibit PPL/301 is a summary of the 2009 revenue requirement associated with 4

renewable resources that are currently in service, or projected to be in service 5

prior to January 1, 2009.  This exhibit shows the total company revenue 6

requirement associated with each renewable resource included in the Company’s 7

filing and the Oregon allocated revenue requirement of $39.0 million.8

Q. Are the renewable resources included in this filing consistent with the 9

renewable resources included in the Company’s 2009 Transition Adjustment 10

Mechanism (TAM) filing? 11

A. Yes.  This filing includes the same renewable resources that are reflected in the 12

Company’s 2009 TAM filing1. Including the same resources in this filing ensures 13

a proper matching of the costs and benefits associated with these resources.  14

Q. What cost components are included in the calculation of the revenue 15

requirement?16

A. The revenue requirement calculation in this filing includes cost components 17

outlined in section 6(b) of the all-party Stipulation and Commission Order from 18

Docket UM 1330, which states:19

The revenue requirement as described in this Section 6(b) includes: 20
o The return of and grossed up return on capital costs of the 21

renewable energy source and associated transmission at the 22
Utility’s currently authorized rate of return; 23

o Forecasted operation and maintenance costs; 24
o Forecasted property taxes; 25

1 The Company’s 2009 TAM filing is being filed with the Commission concurrently with the RAC under 
separate cover. 
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o Forecasted energy tax credits; and 1
o Other forecasted costs and cost offsets authorized by Section 13(3) 2

of SB 838 not captured in the Utility’s annual power cost update.   3

Revenue Requirement Components 4

Q. Please describe the development of each cost component included in the 5

revenue requirement calculation shown in Exhibit PPL/301. 6

A. Each cost component included in the revenue requirement calculation in Exhibit 7

PPL/301 is discussed below.8

Return Of and Grossed Up Return On Capital Costs (Rate Base) 9

The return on capital costs included in this filing is calculated by multiplying the 10

projected 2009 net rate base balance for each resource by the Commission-11

authorized weighted cost of capital (grossed up for income taxes) described in 12

Docket UE 179, the Company’s last general rate case. Projected net rate base was 13

developed by taking gross plant balances less accumulated depreciation and 14

accumulated deferred income taxes.  All aspects of rate base included in this filing 15

were calculated using a beginning/ending average rate base methodology for 16

calendar year 2009.  In conjunction with the accumulated depreciation included as 17

a reduction to rate base, the associated annual depreciation expense for each 18

resource has been included in the revenue requirement calculation. 19

Forecasted Operation and Maintenance Costs 20

The operation and maintenance costs included for each resource in this filing are 21

based on the Company’s latest forecast of expenses that will be incurred during 22

calendar year 2009. 23
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Forecasted Property Taxes 1

With the exception of the Leaning Juniper resource, property taxes have been 2

calculated by computing Oregon allocated property taxes as a percentage of 3

Oregon-allocated net rate base from Docket UE 179 and multiplying that 4

percentage by the 2009 projected net rate base balance of each resource in this 5

filing.6

The Leaning Juniper resource is located within an enterprise zone which 7

entitles it to a three-year exemption from property taxes (2007-2008, 2008-2009, 8

2009-2010 tax years).  However, the Company is required to pay Gilliam County 9

an in-lieu-of fee of $100,000 per year during the exemption's three-year period.  10

This fee has been included in this filing in place of property tax for this resource. 11

Forecasted Energy Tax Credits 12

The Company is eligible for a federal income tax credit as a result of placing 13

renewable generating resources in service.  The tax credit is based on the 14

generation of the plants, and the credit can be taken for ten years on qualifying 15

property.  Under the calculation prescribed by Internal Revenue Service (IRS) 16

Code Section 45(b)(2), the most current renewable electricity production rate is 17

2.0 cents per kilowatt hour of electricity produced. All of the renewable resources 18

included in this filing qualify for this credit.  To quantify the credit included in 19

this filing, 2.0 cents has been multiplied by the kilowatt hours of production for 20

each resource as dispatched by the GRID study included in the Company’s TAM 21

filing.22

In addition to the federal energy tax credit, two state tax credits have been 23
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reflected in this filing - the Oregon Business Energy Tax Credit (BETC) and the 1

Utah Renewable Energy Systems Tax credit.  The BETC is applicable to the 2

Leaning Juniper resource for a total credit of $3.5 million amortized over five 3

years, equaling $500,000 in 2009.  The Utah Renewable Energy Systems Tax 4

credit is applicable to the Blundell bottoming cycle resource and is calculated by 5

multiplying the kilowatt hours of production, as dispatched by the GRID study 6

included in the Company’s TAM filing, by 0.35 percent. Both the federal tax 7

credit and the two state credits are multiplied by the appropriate gross-up factor to 8

arrive at the revenue requirement shown in Exhibit PPL/301. 9

Other Forecasted Costs10

Forecasted franchise taxes and uncollectible expenses have also been included in 11

this filing.  These values were determined by multiplying the revenue requirement 12

of each resource by the uncollectible expense percentage and franchise tax rate 13

included in Docket UE 179.14

Oregon Allocation 15

Q. How is the revenue requirement associated with the resources in this filing 16

allocated to Oregon? 17

A. The Oregon-allocated revenue requirement has been calculated using the Revised 18

Protocol allocation methodology.  By applying the appropriate Revised Protocol 19

allocation factor to the total company cost components, the Oregon allocation of 20

revenue requirement has been developed. 21

Q. Specifically, which allocation factors are applied to the total company costs? 22

A. With the exception of property taxes, cost components included in this filing are 23
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allocated using the System Generation (SG) factor.  This factor is calculated using 1

a weighted average of Oregon’s percentage of total company energy and demand 2

requirements.   The SG factor has been updated in this filing to reflect the 2009 3

load forecast for both energy and demand.  The load forecast used in the 4

calculation of the SG factor in this filing is also used in the determination of net 5

variable power costs included in the Company’s TAM filing.  6

Q. How have property taxes been allocated to Oregon in this filing? 7

A. According to the Revised Protocol allocation methodology, property taxes are 8

allocated using the Gross Plant System (GPS) factor.  This factor is developed by 9

dividing Oregon allocated gross plant by total company gross plant.  An update to 10

this factor is available only when all components of gross plant are considered.  11

Because only a small subset of total company gross plant balances is considered 12

in this filing, the GPS factor included in Docket UE 179 has been used to allocate 13

the applicable property taxes to Oregon.   14

Q. Will the revenue requirement for resources not yet in service be updated in 15

this proceeding? 16

A. Yes.  As provided for in the all-party Stipulation and Commission Order from 17

Docket UM 1330, the Company will update the revenue requirement in either the 18

final round of testimony or in the Company’s December 1 filing update for the 19

resources included in this filing that are still under construction. The update will 20

reflect the actual costs of the resources, or forecasted costs where appropriate, and 21

any changes to other cost components.22



PPL/300
Dalley/7

Direct Testimony of R. Bryce Dalley

Q. Please describe Exhibit PPL/302. 1

A. The Stipulation and Commission Order in Docket UM 1330 requires that the 2

Company provide an update to gross revenues, net revenues, and total income tax 3

expense for the calculation of “taxes authorized to be collected in rates” pursuant 4

to OAR 860-022-0041. Exhibit PPL/302 complies with this provision and reflects 5

the impact of revenue and the associated income tax expense changes since 6

Docket UE 179, including the Company’s 2008 TAM (Docket UE 191), and the 7

current RAC and TAM filings.8

Q.  Does this conclude your direct testimony? 9

A. Yes. 10
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Pacific Power
Oregon
Renewable Adjustment Clause
Total Revenue Requirement
($ 000's)

CY 2007
UE-179 UE-191 2009 2009

Unadjusted TAM RAC TAM Total
Operating Revenues:

General Business Revenues 890,034              22,422                39,042                41,161                992,658
Interdepartmental -                      -                      -                      -                      -
Special Sales 278,958              -                      -                      -                      278,958
Other Operating Revenues 35,635                -                      -                      -                      35,635

Total Operating Revenues (Gross Revenues) 1,204,627           22,422                39,042                41,161                1,307,251

Operating Expenses:
O & M Expenses 754,387              22,422                7,144                  41,161                825,113
Depreciation/Amortization 139,978              -                      14,691                -                      154,669
Taxes Other Than Income 46,996                -                      3,423                  -                      50,419
Income Taxes - Federal 64,398                -                      (38,431)               -                      25,967
Income Taxes - State 9,002                  -                      (3,843)                 -                      5,159
Income Taxes - Def Net 5,252                  -                      32,125                -                      37,377
Misc Revenue & Expense (3,168)                 -                      -                      -                      (3,168)

Total Operating Expenses 1,016,845           22,422                15,109                41,161                1,095,537

Operating Revenue for Return (Net Revenues) 187,782            -                    23,933              -                     211,715

Total Rate Base 2,301,339           -                      293,301              -                      2,594,640
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PPL/400
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Direct Testimony of Judith M. Ridenour 

Q. Please state your name, business address and present position with 1

PacifiCorp, dba Pacific Power & Light Company (the Company). 2

A. My name is Judith M. Ridenour.  My business address is 825 NE Multnomah St., 3

Suite 2000, Portland, Oregon 97232.  My present position is Senior Analyst, 4

Pricing & Cost of Service, in the Regulation Department.  5

Qualifications6

Q. Briefly describe your education and business experience. 7

A. I hold a Bachelor of Arts degree in Mathematics from Reed College.  I joined the 8

Company in the Regulation Department in October 2000.  I assumed my present 9

responsibilities in May 2001. 10

Q. Please describe your current duties. 11

A. I am responsible for the preparation of rate design used in retail price filings and 12

related analyses.  Since 2001, with levels of increasing responsibility, I have 13

analyzed and implemented rate design proposals throughout the Company’s six 14

state service territory, including those contained in the Company’s last Oregon 15

General Rate Case, Docket UE 179. 16

Q. Have you appeared as a witness in previous regulatory proceedings? 17

A. Yes.  I have testified for the Company in regulatory proceedings in Oregon and 18

California.19

Purpose of Testimony 20

Q. What are your responsibilities in this proceeding? 21

A. I will present the Company’s proposed Renewable Adjustment Clause (RAC) 22

prices and proposed tariffs.  I will also provide a comparison of present and 23



PPL/400
Ridenour/2 

Direct Testimony of Judith M. Ridenour 

proposed customer rates. 1

Price Change and Tariffs 2

Q. How does the Company propose to collect the price change from customers? 3

A. Consistent with Order 07-572 in the RAC Docket UM 1330, the Company 4

proposes to allocate the revenue change across customer classes on the basis of an 5

equal percent of generation revenue as calculated using present Schedule 200, 6

Cost Based Supply Service rates and the forecasted energy from the Company’s 7

most recent general rate case, UE 179.   The revenue change will be applied on a 8

cents per kilowatt-hour basis to each applicable rate schedule through Supply 9

Service Adjustment Schedule 202, Renewable Adjustment Clause. 10

Q. Have you prepared an exhibit showing the calculation of the proposed rate 11

changes?12

A. Yes.  Exhibit PPL/401 shows the calculation of the proposed change to Schedule 13

202 rates.  Columns 1 and 2 list the Delivery Service schedules.  Column 3 shows 14

the forecast kilowatt-hours from UE 179 upon which present rates are based.  15

Column 4 shows the present Schedule 200 Cost-Based Supply Service revenues 16

as approved in the Company’s last TAM filing effective January 1, 2008; column 17

4 excludes Delivery Service revenues.  Column 5 calculates the revenue change 18

by Delivery Service schedule.  Column 6 translates the revenue change into a 19

cents per kilowatt-hour charge. 20

Q. Please describe Exhibit PPL/402. 21

A. Exhibit PPL/402 contains the revised Schedule 202, Renewable Adjustment 22

Clause.   This contains the proposed cents per kilowatt-hour charges applicable to 23
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Direct Testimony of Judith M. Ridenour 

each Delivery Service schedule calculated in Exhibit PPL/401 Column 6, along 1

with some minor formatting adjustments. 2

Comparison of Present and Proposed Customer Rates 3

Q. What are the overall effects of the changes proposed in this filing? 4

A. The overall proposed increase to rates is 4.2 percent on a net basis.  Exhibit 5

PPL/403 shows the estimated effect of the Company’s proposed prices by 6

Delivery Service schedule both base and net of applicable adjustment schedules.  7

The net rates in Columns 7 and 10 exclude effects of the Low Income Bill 8

Payment Assistance Charge (Schedule 91), the Public Purpose Charge (Schedule 9

290), and the Energy Conservation Charge (Schedule 297). 10

Q. Have you prepared an exhibit which shows a comparison of present and 11

proposed customer rates? 12

A. Yes.  Exhibit PPL/404 contains monthly billing comparisons for various size 13

customers on each of the main residential, commercial and industrial Delivery 14

Service schedules.  Each bill impact is shown in both dollars and percentages.  15

These bill comparisons include the effects of all adjustment schedules including 16

the Low Income Bill Payment Assistance Charge (Schedule 91), the Public 17

Purpose Charge (Schedule 290), and the Energy Conservation Charge (Schedule 18

297).19

Q. What is the estimated monthly impact to an average size residential 20

customer using 1,000 kilowatt-hours? 21

A. The estimated monthly impact to a residential customer using 1,000 kilowatt-22

hours is $3.03. 23
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Direct Testimony of Judith M. Ridenour 

Q. Does this conclude your direct testimony? 1

A. Yes. 2
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PACIFIC POWER & LIGHT COMPANY OREGON
RENEWABLE ADJUSTMENT CLAUSE SCHEDULE 202 
SUPPLY SERVICE ADJUSTMENT Page 1

(T)

Issued: April 1, 2008 P.U.C. OR No. 35 

Purpose
This schedule recovers, between rate cases, the costs to construct or otherwise acquire facilities that 
generate electricity from renewable energy sources and for associated electricity transmission.

This adjustment is to recover the actual and forecasted revenue requirement associated with the 
prudently incurred costs of resources, including associated transmission, that are eligible under Senate 
Bill 838 (2007) and in service as of the date of the proposed rate change. The revenue requirement 
includes the actual return of and grossed up return on capital costs of the renewable energy source and 
associated transmission at the currently authorized rate of return, forecasted operation and maintenance 
costs, forecasted property taxes, forecasted energy tax credits, and other forecasted costs not captured 
in the Transition Adjustment Mechanism (TAM). The adjustment will also include an update on gross 
revenues, net revenues and total income tax expense for the calculation of “taxes authorized to be 
collected in rates” pursuant to OAR 860-022-0041. The revenue requirement for Oregon will be 
calculated using the forecasted inter-jurisdictional allocation factors based on the same 12-month period 
used in the TAM.

Applicable
To Residential consumers and Nonresidential consumers who take supply service under Schedule 200, 
220, 230 and 247 and consumers served under Schedule 33.  To Nonresidential consumers who take 
direct access service, other than under a multi-year cost of service opt-out option, until December 31, 
2010.

Energy Charge 
 The adjustment rate is listed below by Delivery Service and Direct Access Delivery Service Schedule. 

Schedule     Charge
(I)

(I)

4 0.294 cents per kWh 
15 0.162 cents per kWh 
23, 723 0.302 cents per kWh 
28, 728 0.295 cents per kWh 
30, 730 0.287 cents per kWh 
33 0.295 cents per kWh 
41, 741 0.295 cents per kWh 
47, 747 0.269 cents per kWh 
48, 748 0.269 cents per kWh 
50 0.135 cents per kWh 
51, 751 0.213 cents per kWh 
52, 752 0.163 cents per kWh 
53, 753 0.070 cents per kWh 
54, 754 0.120 cents per kWh 

(continued)

Effective: With service rendered on and after First Revision of Sheet No. 202-1 
January 1, 2009 Canceling Original Sheet No. 202-1 

Issued By 
Andrea L. Kelly, Vice President, Regulation 

TF1 202-1.REV Advice No. 08-007 
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PACIFIC POWER & LIGHT COMPANY OREGON
RENEWABLE ADJUSTMENT CLAUSE SCHEDULE 202 
SUPPLY SERVICE ADJUSTMENT Page 2

(T)

Issued: April 1, 2008 P.U.C. OR No. 35 

 Special Conditions 

1. The Company will file this schedule by April 1 of each year, as necessary, for proposed charges 
relating to new eligible resources and updating all charges already included on this schedule.

2. The Company will make an update filing within eight (8) months of the date of the initial filing, or by 
December 1, to reflect then-current, prudently-incurred actual resource costs or forecasted costs 
where appropriate, if the cost elements of an eligible resource cannot be verified as of the date of the 
final round of testimony in the proceeding initiated April 1. If the updated costs are lower than the 
projected costs in the record of the proceeding, the update will contain sufficient information to 
support a reduction in the proposed charges before the January 1 effective date. The Company will 
be allowed to defer for later commission review and incorporation into rates the cost differences 
between the projected costs in the record and the updated prudently incurred cost elements if (a) 
such cost elements are higher than the projected costs in the record or (b) if actual capital costs 
cannot be verified until after December 1.

3. Costs recovered in this schedule will be allocated across customer classes using the applicable 
forecasted energy on the basis of an equal percent of generation revenue applied on a cents per 
kilowatt-hour to each applicable rate schedule. 

Effective: With service rendered on and after First Revision of Sheet No. 202-2 
January 1, 2009 Canceling Original Sheet No. 202-2 

Issued By 
Andrea L. Kelly, Vice President, Regulation 

TF1 202-2.REV Advice No. 08-007 
Docket No.  

PPL/402
Ridenour/2
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BEFORE THE PUBLIC UTILITY COMMISSION 

OF THE STATE OF OREGON 

PACIFICORP

Exhibit Accompanying Direct Testimony of Judith M. Ridenour 

ESTIMATED EFFECTS OF PROPOSED PRICE CHANGE TO SCHEDULE 202

April 2008 
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