
ORDER NO. 11 ^ ?' 1 8

ENTERED JUN 0;8 2016

BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON

UE 219

In the Matter of

PACIFICORP, dba PACIFIC POWER,

Revision to Schedule 199 Klamath Dam
Removal Surcharges.

ORDER

DISPOSITION: REVISED RECOMMENDATION ADOPTED

This order memoriaUzes our decision, made and effective at our June 7, 2016 Regular Public

Meeting, to adopt a revised recommendation in this matter. The Staff Report, which is

attached as Appendix A, recommended that we direct PacifiCoip, dba Pacific Power, to

revise its Klamath Dam Removal Surcharges. Because PacifiCorp had already made such a

filing, we adopted the following revised recommendation:

Recommend the Commission approve PacifiCorp's Advice Filing 16-08,

which revises Schedule 199 to increase the Klamath Dam Removal

Surcharges to the maximum allowed by law, to be effective July 1, 2016.

Dated this '-^ day of June, 2016, at Salem, Oregon.

z^.-^.1
Lisa D. Hardie

Chair
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A party may request rehearing or reconsideration of this order under ORS 756.561. A request for rehearing or
reconsideration must be filed with the Commission within 60 days of the date of service of this order. The request
must comply with the requirements in OAR 860-001-0720. A copy of the request must also be served on each
party to the proceedings as provided in OAR 860-001-0180(2). A party may appeal this order by filing a petition
for review with the Circuit Court for Marion County in compliance with ORS 183.484.
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ITEM NO. CA13

PUBLIC UTILITY COMMISSION OF OREGON
STAFF REPORT

PUBLIC MEETING DATE: June 7, 2016

REGULAR CONSENT X EFFECTIVE DATE N/A

DATE: May 31, 2016

TO: Public Utility Comrpission

FROM: MarcHelfman'

:x-
THROUGH: Jason Eisdorfer

SUBJECT: PACIFIC POWER: (Docket No. UE 219) Revision to Schedule 199
Klamath Dam Removal Surcharges.

STAFF RECOMMENDATION:

Staff recommends the Commission increase the Pacific Power ("PacifiCorp" or
"Company") Klamath Dam Removal Surcharges to the maximum authorized level.

APPLICABLE LAW:

The Commission must require PacifiCorp to collect monies from customers to pay for
Oregon's share of the removal of the Klamath River dams as set forth in ORS 757.736.
The maximum level of surcharges is two percent of PacifiCorp's annual revenue
requirement as determined in PacifiCorp's last rate case decided prior to January 1,
2010. (ORS 757.736(3)). In Docket UE 219, Order No. 10-364, at 17-18, the
Commission ordered that no less than thirty days after the Company's annual Transition
Adjustment Mechanism ("TAM") filing, Staff, the Company, and other interested parties
review the status of surcharge collections to determine if Schedule 199 surcharges
should be revised. If revisions were required, then the Company would be required to
file a revised tariff within 60 days of the TAM filing, to be effective 30 days from the tariff
filing.
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DISCUSSION:

Background
The initial Klamath Agreement in Principle ("KAP") was signed November 13,2008, by
the states of Oregon and California, the United States, and by PadfiCorp. The KAP
was foifowed by the Klamath Hydroelectric Settlement Agreement ("KHSA"), which was
effective on February 18, 2010. The agreement sets in place a process for the ultimate
removal of four dams on the Klamath River (hereinafter "Klamath Dams").

In response to the KAP, the Oregon Legislature passed Senate Bill 76 ("SB 76"),2 which
prescribes various actions, with specific timeframes, that must be taken by PacifiCorp
and the Commission to implement the final agreement. The Oregon Legislature
subsequently passed House Bill 3461 that enabled the Commission to direct the
Klamath Dam removal funds to the Oregon State Treasury (OST) for the potential of
earning higher rates of interest.3

In February 2016, a second KAP was executed by the parties to the first KAP. indicating
their Intent to negotiate an amended KHSA. The KHSA was amended on April 6, 2016,
and, in Section 2.2, it provides that each party shall support implementation of SB 76.

The Ktamath dam removal surcharges have been set as follows. On March 18, 2010,
PacifiCorp filed Schedule 199, Klamath Dam Removal Surcharges, as required by SB
76, along with the workpapers necessary for Staff to perform an analysts of whether the
surcharge rates comply with the applicable statutes. As also required, the tariff rates
went into effect on the day they were filed, as the tariff was tiled subsequent to January
1,2010.

The surcharges resulted in an overall increase in rates of 1.7 percent, based on the
annual revenue requirement and given the rates In effect as of January 1, 2010. The
1.7 percent is less than the two percent cap specified in section QRS 757.736(3). in
any year, the surcharges collected cannot exceed $19.06 million. This value is two
percent of PacifiCorp's revenue requirement as determined by the Commission in the
most recent case concluded prior to January 1,2010.6

1 Specifically, the dams are known as J.C. Boyle, Copco 1 and 2, and Iron Gate.
2 Codified as ORS 757.732 - 757.744.
3 Codified as ORS 757.738(1)(c).

ORS 757.736(7) requires that the amount of each surcharge shall be calculated based on a collection
schedule that will fund, by December 31» 2019, Oregon's share of the customer contribution of the
$200 million identified in the KAP. Oregon's share is $184 million including interest.
5 $19,061,680 is the maximum annual surcharge that may be collected under ORS 757,736(3).
6 ORS 757.736(3).
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At any time, if the Commission determines that surcharge collections exceed those
needed or ailowed, the Commission has the discretion to direct the trust account trustee
to refund excess amounts to customers, to otherwise use the amounts to benefit
customers, or to adjust future surcharge amounts. If one or more of the KIamath Dams
wi3i not be removed. ORS 757.736(10) specifies the actions the Commission must take
for distribution of the collection fund.

At the May 8. 2012. public meeting, the Commission adopted the Staff recommendation
not to raise the surcharges in 2012, and directed $30 million of the surcharge fund
monies to be deposited in the OSTs Oregon Intermediate Term Pool (OITP). After
working extensively with Treasury, the transfer of funds to the OITP took place in
September 2012. The interest earned through the OETP has been significantly greater
than previously achieved through the short term fund alternative.

On May 21, 201 3, the Commission adopted the Staff recommendation to raise the
surcharges in 2013, consistent with Advice Filing No. 13-010. With an Oregon State
Treasury short-term fund (OSTF) interest rate of 0.57 percent and an OiTP of 2.5
percent, the proposed change increased the annual surcharge by $1.7 million and
ensured the attainment of $184 million target. The average residential consumer using
900 kWh a month had a bill impact of $0.11 per month as a result of this change.

On June 10, 2014, the Commission, in Order No, 14-211, adopted the Staff
recommendation not to raise the surcharges in 2014. At the June 23, 2015, public
meeting, the Commission again adopted the Staff recommendation not to raise the
surcharges in 2015, as stated in Order No. 15-201.

Current Review of SurcharQe Rate Levels
On May 24, 2016, representatives from interested parties held a conference call to
review the surcharge. The parties included Staff, PacifiCorp, Industrial Customers of
Northwest Utilities, Pacific Coast Federation of Fishermen's Association, American
Rivers and California Trout, Oregon Fish and Wildlife, and the Oregon Department of
Water Resources.

Based on the Treasury interest rate statements provided by Staff, the Company
evaluated the Schedule 199 surcharge rates. The interest rates considered for the
short term fund - OSTF " and the intermediate fund - OITP - are 0.5 and 2.0 percent
respectively. [These rates are slightly lower than the previous year's estimates.) With
no change to the current level of surcharge rates, the total annual surcharge collection
for calendar 2016 is projected to be $18,339,420. This value is less than two percent

7 ORS 757.736(9).
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specified in ORS 757.736(3), and hence complies with the two percent cap. The total
surcharge collection (interest adjusted) projected at the current surcharge rates is
$178,732,848. This value is calculated as the sum of the actual collection with interest
from March 2010 to February 2016, and the forecast collection with interest from March
2016 through December 2019. If the Commission does not change the present
surcharge rates through 2019, the current projections show a significant deficit of
$5,267,152, given the $184 million target. For reference, the worksheet provided by the
Company is attached to this memo as Attachment 1, if the Commission increased the
surcharge rates to the maximum amount of $19,061,680 aJiowed bylaw, through 2019,
the current projections show a smaller deficit of $1,433,709, again given the $184
million target. This is ifiustrated in Attachment 2.

At the May 24, 2016, conference call, Staff proposed that the surcharge be increased to
the maximum level. No parties on the call disagreed. The Citizens' Utility Board of
Oregon was not on the call, but sent separate correspondence to Staff conveying that
CUB does not oppose raising the surcharge.

Raising the surcharge to the statutory cap wil! not cause a substantive rate increase as
the surcharge is currently somewhat close to the cap, PacEfiCorp prepared a table with
the rate increases, which shows that schedules do not have a rate increase more than
0.1 percent with the increased surcharge. This table is provided as Attachment 3.

Consistent with Order No. 10-364, interested parties will meet again in 2017 to reassess
the surcharge revenues, Interest rates, updated load forecasts, and fund balances and
to discuss other issues related to the annual surcharge review.

The Company has reviewed this memo and has no areas of concern.

PROPOSED COIVIIVIISSION MOTION:

Require PacifiCorp to file Klamath Dam Removai Surcharges that are the maximum
allowed by law, to be effective 30 days from the tariff fifing.

Klamath Dam Surcharge
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KJamath Dam Removal Surcharge Revfeiim - Schedule 199

PACIFIC TOWER
ESTIMATED EFFECT OF PROPOSED PRICE CHANGE

ON REVENUES FROM ELECTRIC SALES TO ULTIMATE CONSUMERS
DISTRIBUTED BY RATE SCHEDULES IN OREGON

FORECAST U MONTHS ENDED DECEMBER 31, 2017

IPreaentRt-nsinuw (SOOO)

Line

No. I^eia-ipiioa

Seh

No.

J^ujgwgdRtvenaesCNWP)
Na.of

Oust

Bas*

Rates Aridws'

0)

Ruldtntia!

I Residential

2 Total Rtttdential

Commertinl & Induitria]

3 Gen.Svc.<31kW

4 Gea.SYi;,31-200fcW

S Gen. Sve, 201 - 999 W

6 Laree Gftcsral Serrice?" 1,000 kW

7 Partial Rcq. Svc. >'• 1,000 kW

B Agricultural Pmnpmg Service

9 Total GtBiaicniaI & Industrial

LiffhtSn-

1 & Otitdoor Area Lislitmg Semce

13 Street Ligbring Service

12 Street Lighting Service HPS

13 Street Ligbting Senncc

14 Street Lightins Seprice

15 ElccnaiioiKt! Field Lighting

16 Total PabEc Street Lightmg

17 Totd Sales txrfbre Emp. Disc. & AGA

1 S Employee Discoum

19 Total Salwwith Emp. Diic

30 AGA Revenue

21 Total Sales

(2) (3)

490,463

4$0,463

78.2M

5.9&7

810

187

7

7.950

97,245

6.424

227

7S1

35

ISt

107

7,831

S95.S3P

(4)

5^30.048

(5)

3597,765

5,230,048

1.] 07,026

2,038,199

1364,966
2,'?03,614

143.112

233.276

3397,765

S121.654

S1S3,567

Sl10,135

S193.5&6

$12,104

S26.&24

7.5S5.195

9,366

7.752

39.908

401

9,910

1,464

S648.290

S1.203

S854

S3.468

$S2

S622

SI21

4S,B31

(6)

SI5.4SI

S15.4S1

S7,I08
36,773

S3,4S3

(£3^S7)
[3251)
(SS45)

$12,952

S249

S190

S795

SIO

SI3S

$25

£1.407

Net

Ratu

(7)
(5)+(6)

S613.246

S613.24<5

£I23,7<2
£190,7^10

£113,588

$190,219

$11,853

S26.079

£661,242

SI.452

$1.054

$4^83

S62

S76&

£146

Base

Rates

<3>

E5ST.765

3S97,765

Sl 21,654
S1S3.967

S110.135

N93^06

S'13,104

S26.924
364ts290

S1^03

SS&t

S3,4SS

S52

1622

S121

1(5,350

Sl.252.405

C$464)

SIJZ51541

S2.439

$1,254.380

Addus'

(?)

SI 5.952

S15,932

£7.196

S6,956

S3.S62

(S3,07Q)

(S239)

£13,581

S2SO

S190

3797

SIO

S132

£2S

SI.410

$30.943

(S3)

$30.940

S30.&40

Net

Kfltw

(10)
(S)+(9)

$613.717

3613,717

3128.S50

Sl$0,923

Sl 13,657

S1SO.A36

£U,S6S
S26.100

S661.871

Sl.453

SI.OS4

S4,285

S62

$760

S145

37,760

S1.383J4S

Bu»Rate»

(WOO) %*

Ciianfic

N<t Rates

[SOOO) %z
Line

No.

{S467)

S1-282.8S1

S2.439

Sl.285,320

Exchides effects of the Low Income Bill Psyment Asaistancc Cbaigo (SdL 91), SPA Credit (Sch, 98), Public Purpose Charge (ScK 29ff) andEnerey Conscrvadoa Charge (Sch. 2S7).

INCLUDES the rifect CffKlamath Dam Rjsmova) Su^argiss (Sch. 19$).

Percentages 3howa.forSChe<iulc54S and 47 re'flectthft.coFBbbed rate diangefor both schedules
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0.0%

S629

ST,

$0

$2
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