ORDER NO. 19-415

ENTERED: Nov252019
BEFORE THE PUBLIC UTILITY COMMISSION
OF OREGON
UE 361

In the Matter of
ORDER
PACIFICORP, dba PACIFIC POWER,

2018 Power Cost Adjustment Mechanism.

DISPOSITION: STIPULATION ADOPTED; ADDITIONAL DIRECTIVE INCLUDED
I SUMMARY

In this order, we adopt the parties’ stipulated agreement that the 2018 actual power costs
for PacifiCorp, dba Pacific Power, were within the deadband of the company’s power
cost adjustment mechanism (PCAM) and that there should be no change in customer
rates. We also include a directive for party discussions, and for PacifiCorp to describe
the discussions in its 2019 PCAM filing.

IL. BACKGROUND

The PCAM is a true-up proceeding for net power costs (NPC). The PCAM compares
PacifiCorp’s actual NPC incurred in operations against the forecast NPC set in rates
annually in PacifiCorp’s Transition Adjustment Mechanism (TAM) proceeding. The
PCAM allows PacifiCorp to recover or refund the difference between actual power costs
and forecast power costs, subject to a deadband, a sharing mechanism, earnings test, and
amortization cap.' This docket is PacifiCorp’s sixth PCAM filing.?

! In the Matter of PacifiCorp, dba Pacific Power, Request for a General Rate Revision, Docket No.

UE 246, Order No. 12493 at 14-15 (Dec 20, 2012) (establishing features of PacifiCorp’s PCAM).

2 In the Matter of PacifiCorp, dba Pacific Power, 2013 Power Cost Adjustment Mechanism,

Docket No. UE 290, Order No. 14-357 (Oct 16, 2014); 2014 Power Cost Adjustment Mechanism,

Docket No. UE 298, Order No. 15-380 (Nov 25, 2015); 2015 Power Cost Adjustment Mechanism,
Docket No. UE 309, Order No. 16-459 (Nov 30, 2016); 2016 Power Cost Adjustment Mechanism,
Docket No. UE 327, Order No. 17-524 (Dec 27, 2017); 2017 Power Cost Adjustment Mechanism,
Docket No. UE 344, Order No. 18-449 (Nov 30, 2018) (all orders adopting stipulations, 2013 and 2014
PCAM filings resulted in no rate change due to the earnings test, and 2015, 2016, and 2017 PCAM filings
resulted in no rate change due to the deadband).
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The PCAM recovery parameters are first governed by the asymmetric deadband, which
requires the company to absorb the NPC difference between negative $15 million and
positive $30 million. If there is an amount that is above or below the deadband, it is
subject to the sharing mechanism that allocates 90 percent to customers and 10 percent to
the company. Next, the earning test provides that if PacifiCorp’s earned return on equity
(ROE) is within plus or minus 100 basis points of the allowed ROE, there is no recovery
from or refund to customers. Recovery is allowed beyond the 100 basis point earning test
deadband, up to an earnings level that is 100 basis points within the authorized ROE.

The amortization cap provides that the amortization of deferred amounts are capped at 6
percent of the revenue for the preceding calendar year. Any rate adjustment after these
calculations would be reflected in PacifiCorp’s tariff Schedule 206.

III. PARTIES’ FILING

PacifiCorp’s initial PCAM filing shows 2018 actual NPC was above base costs by $19.1
million on an Oregon-allocated basis. PacifiCorp explains the steps and components of
the PCAM calculation. PacifiCorp lists the Federal Energy Regulatory Commission
(FERC) accounts that comprise NPC and the specific adjustments made to NPC to reflect
ratemaking treatment of several items.

PacifiCorp states that its 2018 base power costs, set in the 2018 TAM in docket UE 323,
were $25.90/MWh. PacifiCorp’s initial PCAM filing shows that its actual 2018 power
costs were $27.60/MWh. Thus, actual power costs were $1.70/MWh greater than the
forecast.> Applying this differential to Oregon’s retail load results in a $19.1 million cost
on an Oregon-allocated basis. PacifiCorp’s filing also shows the company’s 2018
adjusted earned ROE is 8.67 percent, and its allowed ROE set in the 2012 rate case,” is
9.80 percent.’

In compliance with the parties’ 2016 PCAM stipulation,® PacifiCorp’s initial testimony
describes any unusual expenses incurred over the course of 2018 and any large deviations
of actual NPC from forecasted NPC. PacifiCorp states the main deviation in power costs
was due to a decrease in wholesale sales revenues relative to the forecast. PacifiCorp
states the actual wholesale market volumes were 46 percent less than forecast. The
additional costs were partially offset by NPC savings relative to the forecast, with lower
coal costs due to lower purchased coal volumes. Three additional categories provided
smaller savings in 2018: (1) lower natural gas expense, (2) greater wind generation

3 PAC/100, Wilding/4.

4 Order No. 12-493, Appendix A at 4.
> PAC/101, Wilding/1.

¢ Order No. 17-524 at 3-4.
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resulting in greater Production Tax Credits, and (3) lower Energy Imbalance Market
(EIM) costs.

PacifiCorp also explains how the Enbridge natural gas pipeline rupture and subsequent
reduced pipeline capacity created a constraint at the Sumas gas hub from October 2018
through May 2019 when PacifiCorp filed its testimony. The constraint has contributed to
higher electricity prices at the Mid-Columbia power market hub. PacifiCorp states that
its Chehalis plant is sourced from the Sumas natural gas hub and the gas constraint and
price spikes at Sumas have caused the Chehalis plant to be uneconomical at times or even
unable to run.

The Oregon Citizens’ Utility Board (CUB) and Alliance of Western Energy Consumers
(AWEQC) intervened in this docket. Prior to Staff and intervenor testimony, the parties
held a settlement conference and reached an agreement resolving all issues in this docket.
AWEC is not a signatory to the stipulation, but does not oppose the stipulation.

IV.  STIPULATION

PacifiCorp, CUB, and Staff (stipulating parties) filed a stipulation and joint testimony in
support of the stipulation. The stipulation is attached to this order as Appendix A. The
stipulating parties analyzed PacifiCorp’s PCAM filing and workpapers, and agree with
PacifiCorp’s calculations presented in PacifiCorp’s initial filing.” The parties agree that
PacifiCorp’s PCAM calculation for 2018 complies with the PCAM parameters and
results in no change to existing rates. The parties state the PCAM rate meets the fair and
reasonable standard in ORS 756.040 and recommend we adopt the stipulation in its
entirety.

V. DISCUSSION

We adopt the stipulation in its entirety. PacifiCorp’s schedule 206 is currently set at zero
from the 2017 PCAM, and because PacifiCorp’s $19.1 million PCAM variance does not
exceed the positive $30 million deadband, the schedule 206 rate will continue to be set at
zero throughout 2020 to reflect the 2018 PCAM.

We reiterate our statement from last year’s PCAM order that Staff, PacifiCorp, and
intervenors may need to review future PCAM deferrals to ensure capital costs are not

7 Stipulation at Attachment A.
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included in the event the amounts deferred for the PCAM are amortized and put into
rates.’

VI. ADDITIONAL DIRECTIVE

We continue to appreciate PacifiCorp’s more detailed PCAM testimony. This
requirement originated as Staff’s request in the 2016 PCAM proceeding, was agreed to
by PacifiCorp in the 2016 PCAM stipulation, memorialized in our 2016 PCAM order,
and noted with appreciation in our 2017 PCAM order. Because the PCAM is filed just a
few weeks after the company files its Results of Operations for the previous calendar
year, PacifiCorp’s PCAM testimony provides the most current docketed information on
PacifiCorp’s actual, incurred power costs.

We have stated that the expanded PCAM testimony provides a useful connection to the
annual TAM process. Based on this value, we consider that integrating the PCAM
testimony into PacifiCorp’s annual TAM filing may be useful by ensuring the most
current information on actual power costs informs the TAM forecast. We also recognize
the timing of the filings is an issue and may make a combination filing impractical. Thus,
we direct the stipulating parties to meet and discuss the feasibility, advantages and
disadvantages of consolidating PacifiCorp’s annual TAM and PCAM filings into one
proceeding. PacifiCorp is to include a summary of the parties’ discussions in its 2019
PCAM filing.

VIIL ORDER
IT IS ORDERED that:
1. The stipulation between PacifiCorp, dba Pacific Power, the Staff of the Public
Utility Commission of Oregon, and the Oregon Citizens’ Utility Board, attached

as Appendix A, is adopted.

2. PacitiCorp, dba, Pacific Power’s Schedule 206 rates should continue to be at zero,
effective January 1, 2020.

8 In docket UM 1909, we determined that we do not have authority to order deferrals of costs related to
capital investments. In the Matter of Investigation of the Scope of the Commission's Authority to Defer
Capital Costs, Docket No. UM 1909, Order No. 18-423 (Oct 29, 2018). We have opened an investigation,
docketed as UM 2004, to explore the implications of that decision and address options to address recovery
of capital costs consistent with our legal authority and the public interest.
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3. PacitiCorp, dba, Pacific Power, shall include in its 2019 Power Cost Adjustment
Mechanism filing a summary of parties’ discussions on the feasibility, advantages
and disadvantages of incorporating the Power Cost Adjustment Mechanism filing
into the annual Transition Adjustment Mechanism proceeding.

Nov 25 2019

Made, entered, and effective

Yy i

Megan W. Decker Stephen M. Bloom
Chair Commissioner
Letha Tawney
Commissioner

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 Court of Appeals in compliance
with ORS 183.480 through 183.484.
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BEFORE THE PUBLIC UTILITY COMMISSION
OF OREGON
UE 361
In the Matter of
PACIFICORP d/b/a PACIFIC POWER STIPULATION

2018 Power Cost Adjustment Mechanism

INTRODUCTION
l. PacifiCorp d/b/a Pacific Power, Public Utility Commission of Oregon
(Commission) Staff, and the Oregon Citizens’ Utility Board (CUB) (collectively the Stipulating
Parties) enter into this Stipulation to resolve all issues in docket UE 361, PacifiCorp’s 2018
power cost adjustment mechanism (PCAM). The Alliance of Western Energy Consumers
(AWEQC) has intervened but is not signatory to this stipulation, however, AWEC does not oppose
this stipulation. No other party has intervened in this proceeding.
BACKGROUND
2. The Commission approved PacifiCorp’s PCAM in Order No. 12-493 in docket
UE 246. The PCAM allows the recovery or refund of the difference between actual costs
incurred to serve customers and the rates established in PacifiCorp’s annual transition adjustment
mechanism (TAM) filing. The amount recovered from or refunded to customers for a given year
is subject to the following parameters:
e Asymmetrical Deadband — Any net power cost (NPC) difference between
negative $15 million and positive $30 million is absorbed by the company.
e Sharing Mechanism — Any NPC difference above or below the deadband is shared

90 percent by customers and 10 percent by the company.

UE 361 — STIPULATION APPENDIX A 1
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e Earnings Test — If the company’s earned return on equity (ROE) is within plus or
minus 100 basis points of the allowed ROE, there is no recovery from or refund to
customers.

e Amortization Cap — The amortization of deferred amounts are capped at six
percent of the revenue for the preceding calendar year.!

3. On May 15, 2019, PacifiCorp filed its PCAM for calendar year 2018.
Attachment A to this Stipulation is a summary of the company’s PCAM calculation. On an
Oregon-allocated basis, actual PCAM costs exceeded base PCAM costs established in the 2018
TAM (Docket UE 323), by approximately $19.1 million.

4. After application of the deadband, there is no recovery for the 2018 PCAM.

5. The Stipulating Parties held a settlement conference on July 29, 2019. This
conference resulted in an agreement resolving all issues in this docket.

AGREEMENT

6. The Stipulating Parties agree that PacifiCorp’s PCAM calculation for calendar
year 2018, as set forth in the company’s initial filing and summarized above, complies with
Order No. 12-493 and results in no change to existing rates.

7. The Stipulating Parties agree to submit this Stipulation to the Commission and
request that the Commission approve the Stipulation as presented. The Stipulating Parties agree
that this Stipulation will result in rates that meet the standard in ORS 756.040.

8. This Stipulation will be offered in to the record as evidence under OAR 860-001-

0350(7). The Stipulating Parties agree to support this Stipulation throughout this proceeding and

! In the Matter of PacifiCorp d/b/a Pacific Power’s Request for a General Rate Revision, Docket UE 246, Order No.
12-493 at 15 (Dec. 20, 2012).

UE 361 — STIPULATION APPENDIX A 2
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any appeal, provide witnesses to sponsor the Stipulation at hearing, if required, and recommend
that the Commission issue an order adopting the Stipulation.

9. The Stipulating Parties have negotiated this Stipulation as an integrated
document. If the Commission rejects all or any material portion of this Stipulation or imposes
additional material conditions in approving this Stipulation, any of the Stipulating Parties are
entitled to withdraw from the Stipulation or exercise any other rights provided in OAR 860-001-
0325(9). To withdraw from the Stipulation, a Stipulating Party must provide written notice to
the Commission and the other Stipulating Parties within five days of service of the final order
rejecting, modifying, or conditioning this Stipulation.

10. By entering into this Stipulation, no Settling Party approves, admits, or consents
to the facts, principles, methods, or theories employed by any other Settling Party.

1. This Stipulation is not enforceable by any Settling Party unless and until adopted
by the Commission in a final order. Each signatory to this Stipulation avers that they are signing
this Stipulation in good faith and that they intend to abide by the terms of this Stipulation unless
and until the Stipulation is rejected or adopted only in part by the Commission. The Settling
Parties agree that the Commission has exclusive jurisdiction to enforce or modify the Stipulation.
If the Commission rejects or modifies this Stipulation, the Settling Parties reserve the right to
seek reconsideration or rehearing of the Commission order under ORS 756.561 and OAR 860-
001-0720 or to appeal the Commission order under ORS 756.610.

12. This Stipulation may be executed in counterparts and each signed counterpart
constitutes an original document.

This Stipulation is entered into by each Settling Party on the date entered below such

Settling Party's signature.

UE 361 — STIPULATION APPENDIX A 3
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STAFF of the PUBLIC UTILITY

COMMISSION OF OREGON
By:
Date:
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