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I. INTRODUCTION 
 

 On February 26, 2010, PacifiCorp, dba Pacific Power (Pacific Power or the 
Company) filed revised tariff sheets for its 2011 Transition Adjustment Mechanism (TAM), 
to be effective January 1, 2011.  The purpose of the TAM filing is to update net power costs 
(NPC) to set transition adjustments for the Company’s Oregon customers who may choose 
direct access service in the November 2010 open enrollment window. 
 
 In its initial filing Pacific Power forecasted total normalized system-wide NPC 
for the test period (12 months ending December 31, 2011) of about $1.28 billion.  On an 
Oregon-allocated basis, the forecast normalized NPC in the initial filing were about $312.8 
million.  That amount is about $56.6 million higher than the $256.1 million included in rates 
through the NPC baseline established in the Company’s 2010 TAM proceeding (docket 
UE 207), or $69.2 million higher, as adjusted for load loss in 2011.  That amount would have 
resulted in an overall increase in Oregon rates of about 7 percent. 
 
 The Citizens’ Utility Board of Oregon (CUB) intervened as a matter of right.  
The Industrial Customers of Northwest Utilities (ICNU) and Sempra Energy Solutions, LLC 
(Sempra) filed petitions to intervene that were granted without objection. 
 
 On April 21, 2010, Pacific Power filed a summary of corrections or omissions 
from its initial filing, to be incorporated in the Company's Rebuttal Update scheduled for 
July 2, 2010.  On May 12, 2010, the Staff of the Public Utility Commission of Oregon 
(Staff), CUB, ICNU, and Sempra filed reply testimony. 
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 On July 7, 2010, Pacific Power filed its Net Power Cost Rebuttal Update.  As 
explained in its exhibits, the net effect of the Company’s filing was to increase net power 
costs by about $10.9 million on a total company basis. 
 
 Also on July 7, 2010, Pacific Power filed a joint stipulation of all parties 
intended to resolve all issues in the proceeding.  The stipulation is attached as Appendix A. 
In the stipulation, the parties agree that the total-Company NPC for 2011 will be $1.233 
billion, subject to final power cost updates.  The parties agree that this is an Oregon-allocated 
NPC of $301.8 million, or an increase of $58.2 million (5.9 percent, including the load 
change adjustment.)  The amount of NPC in the stipulation is a reduction of $11 million from 
the amount incorporated in Pacific Power’s initial filing.   
 

II.  PACIFIC POWER’S APPLICATION 
 

 As explained by Pacific Power, NPC are defined as the sum of fuel expenses, 
wholesale purchase power expenses and wheeling expenses, less wholesale sales revenue.  
NPC are calculated for a future test period based on projected data, using the Generation and 
Regulation Initiative Decision model (GRID).  GRID is a production cost model that 
simulates the operation of the Company’s power system on an hourly basis. 
 
 As noted above, in its initial filing Pacific Power forecasted an NPC increase 
of $56.6 million compared to the 2010 NPC in rates.  The Company’s proposed adjustment 
reflects the new tariff (Schedule 201) adopted in its 2009 general rate case (docket UE 210).  
This new tariff reflects a decrease in Oregon loads, when compared to the 2010 projected 
loads from docket UE 206.  To capture this reduction in Oregon loads, rates were designed to 
collect an additional $12.5 million.  The combination of the $56.6 million in increased NPC 
and the $12.5 million of decreased revenues results in the total proposed revenue increase of 
$69.2 million (about 7 percent). 
 
 As stated by Pacific Power, the NPC increase is driven by a range of factors, 
including changes in the Company’s portfolio of wholesale purchase and sales contracts, 
expiration of the long-term gas supply contracts for the Hermiston gas-fired generating plant, 
increases in third-party coal contract costs (mitigated by decreases in captive coal costs) and 
inclusion of the cost of integrating increasing amounts of wind resources into the Company’s 
integrated six-state system.  Offsetting factors that drive NPC downward in 2011 include 
decreases in the load forecast and the addition of new transmission and generation resources.  
Each of these factors is discussed in the testimony filed by Pacific Power in support of its 
application. 
 
 Consistent with the TAM guidelines adopted in Order No. 09-274 (docket 
UE 199), Pacific Power proposes to allocate the NPC to customer classes based on the 
generation allocation factors from the Company’s most recent cost of service study, which 
was filed in the Company’s current general rate case with the TAM filing.  According to 
Pacific Power, this methodology accurately allocated NPC to each customer class and 
ensures synchronization between the TAM and general rate case. 
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 According to Pacific Power, its application was prepared consistent with the 
TAM guidelines adopted by the Commission in Order No. 09-274.  The filing includes 
updates to all NPC components.  The Company provided interested parties with its 
workpapers and access to the Company’s GRID model 
 

III.  PACIFIC POWER’S NPC REBUTTAL UPDATE 
 

 As noted above, on July 7, 2010, Pacific Power filed its Rebuttal Update.  In 
support of its filing, the Company offered three exhibits:  Exhibit 1 – Summary of Updates; 
Exhibit 2 – Explanation of Updates; and Exhibit 3 – Update of Attachment A to Stipulation 
for Oregon Allocation.   
 
 The total impact of all of the adjustments increases net power costs by about 
$10.9 million on a total Company basis.  The material factors contributing to the higher costs 
include an update to the Official Forward Price Curve, an increase to the Idaho Power 
transmission rate, and updated coal costs. 
 

IV.  THE STIPULATION 
 
 As noted above, on July 7, 2010, Pacific Power filed a stipulation among all 
parties.  The parties agreed that the total-Company NPC for 2011 would be $1.233 billion, 
subject to the Rebuttal and Final Updates.  They further agreed that this results in an Oregon-
allocated NPC of $301.8 million, an increase of $58.2 million (including the load change 
adjustment). 
 
 The parties agreed that the $11 million reduction reflects consideration of the 
issues in the testimony of Staff, CUB, ICNU, and Sempra, changes in net power costs for 
corrections identified in the Company’s April 21, 2010 filing, and corrections for the addition 
of a reserve requirement to the Dunlap wind project, the addition of Tieton Hydro to non-
owned generation reserve requirements, and a correction to Lower Valley Energy Upper 
Facility qualifying facility pricing.  These adjustments resolve all issues related to NPC as of 
the date of the Company’s July 7, 2010, update. 
 
 The parties agree that the stipulated $11 million reduction to the baseline NPC 
is for settlement purposes only and does not imply agreement on the merits of any 
adjustment, nor does it imply that the parties have accepted any elements of the Company’s 
NPC study.  However, Pacific Power does agree to reflect certain specified changes to its 
methodology in the Company’s 2012 TAM filing.  
 
 The stipulation includes a number of other provisions that address concerns 
raised by the parties.  In future stand-alone TAM filings Pacific Power agrees to reflect 
forecast changes in Other Revenues for items that have a direct relation to NPC, for which a 
revenue baseline has been established in rates in UE 217.  The Company agrees to file to 
modify its Open Access Transmission Tariff to include charges for wind integration services 
to non-owned wind facilities and update line loss charges in its next rate case before the 
Federal Energy Regulatory Commission.  Pacific Power agrees to reflect the final 
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Commission decision in docket UM 1355 in its 2011 TAM filing, if the decision is timely.  
ICNU agreed to dismiss and not refile its deferred accounting application in UM 1465.  
Pacific Power agrees to file an attestation with its Indicative Filing in this and in future TAM 
proceedings that will confirm that all contracts executed prior to the contract lockdown date 
have been included (or will identify any exceptions and the reasons why such contracts were 
excluded).  The parties will work to develop a proposal to consider a change to the 
Company’s TAM schedule, from a January 1 effective date to a July 1 effective date.  Pacific 
Power agrees to increase the Schedule 294 transition adjustment to reflect the potential value 
associated with reselling BPA Point to Point wheeling rights.  Pacific Power will continue to 
respond to bill inquiries from potential direct access customers, providing such information 
as is practicable. 
 
 The stipulation provides that Pacific Power will revise its rates to reflect the 
rate design agreed to by the parties in docket UE 217 (the general rate case). 
 
 The stipulation provides that Pacific Power will file its Final Update on 
November 15, 2010.  The parties agree to make a good faith effort to follow specified 
procedures for challenges to the Final Update and compliance filing.  
 

V. JOINT TESTIMONY 
 

 On July 26, 2010, Pacific Power filed the joint testimony of the parties in 
support of the stipulation.  As stated in the testimony, the stipulation is a comprehensive 
settlement of all issues in the TAM proceeding.  The stipulating parties further note in their 
testimony that the stipulation includes a number of other provisions, as summarized above. 
 
 The parties state their agreement to reduce Pacific Power’s Oregon-allocated 
NPC by $11 million, resulting in an increase of $58.2 million to Oregon-allocated NPC 
(including the load change adjustment).  They note that the Update filings may increase or 
decrease the final amount to be recovered in rates. 
 
 According to the parties, the stipulated rate spread is consistent with the TAM 
Guidelines and the stipulation adopted by the Commission in docket UE 199.  The proposed 
Schedule 201 revenues by rate schedule were determined by spreading the total forecast NPC 
for the test year to the rate schedules in the same manner as the revenues for Schedule 200 
were spread to the rate schedules in the Company’s current general rate case.   
 
 The parties explain in the stipulation the procedures regarding challenges to 
Pacific Power’s Final Update and compliance filings.  They note that parties retain their 
procedural rights to raise any issue regarding the Final Updates prior to and during the 
Commission’s public meeting.  Parties may request that a specific amount of the tariff 
change be subject to deferral, subject to specified procedures. 
 
 The parties note that the stipulation provides for methodological changes in 
the 2012 TAM, and explain these changes.  They explain other provisions of the stipulation, 
including accounting for changes in Other Revenue, the FERC filing to modify the 
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Company’s Open Access Transmission Tariff to include charges for wind-integration 
services to non-owned wind facilities, the incorporation of the outcome of docket UM 1355, 
the resolution of ICNU’s application for deferred accounting (docket UM 1465), the 
adjustments to reflect the potential value associated with reselling BPA wheeling rights, and 
billing issues related to direct access customers. 
 
 The parties agree to work together to develop a proposal for a change in 
Pacific Power’s TAM schedule that would effectuate a change in the effective date from 
January 1 to July 1 of each year. 
 
 The parties agree that their proposed rates would be just and reasonable.  
Because the July Update had not been reviewed, the Final Updates have not been filed, and 
the final TAM rates are unknown, the parties have not yet reached agreement that the final 
TAM rates will be fair, just and reasonable. 
 

VI.  DISCUSSION 
 

 In this case the parties have submitted a stipulation that encompasses a broad 
range of procedural and substantive issues.  The scope of their stipulation reflects the scope 
of the testimony that was filed by the parties.  The scope of their testimony reflects the extent 
of their discovery and preparation.  Their extensive participation provides the Commission 
with a high degree of comfort that the stipulation is in the public interest and should be 
approved. 
 
 The proposed adjustment to NPC appears reasonable, based on the issues 
raised by the parties to this proceeding.  The resolution of issues not related directly to the 
calculation of the 2011 NPC affirms the parties’ effort and good faith.  The Commission 
commends the parties for their effort to improve the TAM approval process. 
 
 The stipulation is adopted. 
 
 

VII.    ORDER 
 

IT IS ORDERED that:   
 
1. Advice No. 10-002, filed by PacifiCorp, dba Pacific Power, on 

February 26, 2010, is permanently suspended. 
 
2. The Stipulation, by and among PacifiCorp, dba Pacific Power, the 

Public Utility of Oregon Commission Staff, the Industrial 
Customers of Northwest Utilities, Sempra Energy LLC, and the 
Citizens’ Utility Board of Oregon, is approved and is attached as 
Appendix A.  

 








































