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2009 Transition Adjustment Mechanism
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)
)
)
)
)
)

ORDER

DISPOSITION: STIPULATION ADOPTED

I. INTRODUCTION

On November 12, 2008, in Order No. 08-543, the Public Utility Commission
of Oregon (Commission) adopted an all-party stipulation in this docket, resolving all issues
related to setting rates (Rate Stipulation). Pursuant to paragraph 17 of the Rate Stipulation,
PacifiCorp, dba Pacific Power (Pacific Power or the Company) agreed to convene a series of
workshops to seek consensus on specific elements of future Transition Adjustment
Mechanism (TAM) procedures. Among the issues were the cost elements to be included in
the initial filing and each update, requirements for the content and timing of workpapers, and
the mechanism for accounting for increased/decreased revenues due to load growth/loss. The
workshops were to be convened on a schedule that would result in resolution of the issues by
June 1, 2009, or in time for Pacific Power to implement in its first 2010 TAM update.

Pacific Power further agreed that, if the parties could not reach consensus on
the elements of TAM updates, revenue growth, and filing requirements in the workshops, the
Company would initiate a Commission proceeding. Pacific Power agreed to initiate this
proceeding by January 15, 2009.

The parties convened a series of workshops and meetings, agreeing to
extend the filing date for Pacific Power to initiate a Commission proceeding to February 5,
2009. After the Company filed its Compliance Filing for Initiation of Commission
Proceeding to Resolve TAM Design Issues, the Commission held a prehearing conference on
April 27, 2009 – at which the parties agreed to convene a settlement conference.

As a result of the settlement conference and follow-up negotiations, the parties
reached agreement on guidelines governing future TAM proceedings. The parties filed a
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stipulation with the Commission on June 1, 2009 (TAM Stipulation)1 The parties to the
TAM Stipulation are Pacific Power, Commission Staff (Staff), the Citizens’ Utility Board of
Oregon (CUB), the Industrial Customers of Northwest Utilities (ICNU), and Sempra Energy
Solutions LLC (Sempra). The parties filed a joint explanatory brief in support of the
stipulation on June 19, 2009.

II. BACKGROUND

Pacific Power’s TAM is an annual filing, updating the Company’s forecast net
power costs to account for changes in market conditions, with the final forecast update close
to the direct access window to capture costs associated with direct access and to identify the
proper amount for the transition adjustment. When filed on a stand-alone basis, the TAM is
intended to be more narrow and streamlined than when the TAM is filed in or processed
concurrently with a general rate case.

III. THE STIPULATION

A. In General

In their stipulation the parties agree that parties to a TAM proceeding should
have a full opportunity to review, challenge, and litigate issues raised in the case. Parties
may address the issue of whether, in a particular TAM proceeding, there should be three
rounds of testimony or five rounds.

The TAM Stipulation provides that parties have not resolved, and may address
in docket UE 210 (Pacific Power’s general rate case pending before the Commission)2, issues
including, but not limited to: (1) whether changes in methodologies used in calculating net
power costs, such as those used to calculate normalized hydro or forced or planned outage
rates or calculation issues resolved by the Commission, will be permitted in stand-alone
TAM proceedings; and (2) whether a stand-alone TAM should include the variable costs of
new generation resources if the Company will not recover the fixed costs of the generation
resource in the TAM rate effective period.

The TAM Stipulation further provides that issues related to the prudence of
contracts, the appropriate modeling of contracts, and known and measurable changes to
inputs for existing methodologies are within the proper scope of a stand-alone TAM
proceeding. Any party (including Pacific Power) may advocate, in a future general rate case
or other proceeding, other than a stand-alone TAM proceeding, that the TAM should be
revised or eliminated.

1 The TAM Stipulation (including the guidelines) is attached as Appendix A. We note a typo on page 5 of the
guidelines attached to the stipulation. In the first paragraph of 4, the second to the last line, the word
“proscribed” should be “prescribed.”
2 See also Notice Regarding TAM Stipulation, docket UE 210 (Jun 4, 2009).
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B. Initial Filing

In any future TAM filings (after docket UE 207, Pacific Power’s 2010 TAM
proceeding) the Initial Filing will be consistent with the following provisions:

1. At least 30 days prior to its initial filing, the Company will provide a pre-filing
review to Staff, CUB, and ICNU of any proposed changes to the net power cost
model (e.g., new model of GRID). For this pre-filing review, the Company will
provide a side-by-side comparison, where practical, of the prior year net power costs
with and without the model changes. In a stand-alone TAM filing, the Company
agrees not to include model changes in its forthcoming filing, if Staff, CUB, or ICNU
objects.

2. The Initial Filing will include updates to all of the net power cost components
indentified in Attachment A to the Stipulation (specified FERC accounts for net
power costs). These costs will be based on the Company’s most recent official
forward price curve, forecast load and allocation factors. In a stand-alone TAM filing
the Company also will update the steam revenues associated with Little Mountain
steam sales. When a TAM is filed in, or processed concurrently with, a general rate
case, this element may be included in the TAM or in the general rate case.

3. In its Initial Filing, the Company will identify and provide adequate support for
all known contracts expected to be updated or added in the Rebuttal and Final
Updates. The Company may update or add a contract not identified in the Initial
Filing if it follows notice procedures and: (1) the new contract or contract update is
based on new information, or (2) the omission resulted from a mistake.

4. In docket UE 207 and in future TAM proceedings, the Company has a continuing
obligation to provide notice of any correction or omission promptly after discovering
the error. The Company will file a summary of all identified corrections or omissions
in its Initial Filing 15 business days before Staff and intervenor direct testimony is
due.

5. The Company will provide access to the net power cost model to parties when it
makes its Initial Filing, provided that the party has entered into a confidentiality
agreement.

6. The Company will provide workpapers and other supporting documents as
specified in Attachment B to the Stipulation (TAM Workpapers and Supporting
Documents).

7. The parties agree to ask the Commission to make the protective order for the next
TAM an “ongoing protective order” that will continue in effect in future TAM
proceedings.
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C. Rebuttal Update Filing

At the time Pacific Power makes its rebuttal filing, it will include an update to
forecast net power costs consistent with the following provisions:

1. The Company will update the following net power cost components, subject to
the TAM guidelines:

a. Most recent official forward price curve.

b. New power, fuel and transportation contracts, both physical and
financial, and updates to existing contracts.

2. The Company may make corrections to, or address omissions in, the components
included in the Company’s Initial Filing.

3. Parties reserve procedural rights related to the correction of the Rebuttal Update
filing.

4. The Company will provide workpapers and other supporting documents as
specified in Attachment B to the Stipulation.

D. Final Updates

Pacific Power will file final updates to net power costs and calculate transition
adjustments as follows:

1. At least five business days prior to the direct access window, the Company will:

a. File an update to net power costs, incorporating the following:

i. Commission ordered adjustments;
ii. Forward Price Curve from within nine days of the filing

date; and
iii. New contracts, or updates to existing contracts.

b. Post indicative transition adjustments for Schedules 294 and 295

c. Provide indicative supply service net power cost rates

2. On November 15, in accordance with OAR 860-038-0275(1), the Company will:

a. File an update to net power costs incorporating the forward price curve
from within seven days of the filing date.

b. Post final transition adjustments for Schedules 294 and 295.
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c. Provide supply service net power cost rates.

3. The Company will provide workpapers and other supporting documents for both
the indicative and final filings.

4. The parties agree to meet and review whether to recommend to the Commission an
extension in length for the shopping window for Pacific Power’s multi-year direct
access option, beginning in November, 2009.

E. Rate Design

1. In Pacific Power’s current general rate case (docket UE 210), proposed net power
costs are unbundled from other generation costs. All net power costs will be
collected through a new Schedule 201, which will be applied as a rider to Schedule
200. Schedule 200 will continue to collect other generation costs.

2. In any future TAM filed in or processed concurrently with a general rate case
after docket UE 207 (the Company’s 2010 TAM filing), the TAM rate design test
year will be the general rate case rate design test year. In a stand-alone TAM filing,
the TAM rate design test year will be the forecast test year during which the Schedule
201 rates will be in effect.

3. If Pacific Power has not filed a general rate case within four years of the filing of
UE 210, and does not plan to file a rate case by March 1, 2014, the Company will
convene technical workshops no later than July 1, 2013, to provide the parties with
relevant information to be able to make a preliminary determination if the then-
current rate spread for its TAM rates may be unfair, unjust or unreasonable.

4. In any future TAM filed or processed concurrently with a general rate case,
proposed Schedule 201 revenues by rate schedule will be determined by spreading the
total forecast net power costs for the test year to the rate schedules in the same
manner as the revenues for Schedule 200 are spread to the rate schedules: based on
the functionalized revenue requirement as determined by the Commission based on a
Cost of Service study, or by the method prescribed by the Commission in the most
recent general rate case or Commission proceeding regarding rate spread and rate
design.

5. In any future stand-alone TAM, proposed Schedule 201 revenues by rate schedule
will be determined by spreading the total forecast net power costs for the test year to
the rate schedules based on each schedule’s proportion of “Present Schedule 201
revenues.” Proposed Schedule 201 rate design shall reflect the method prescribed by
the Commission in the most recent general rate case or other Commission proceeding
regarding rate spread and rate design.
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F. TAM Filings Made in or Processed Concurrently with a General Rate Case

In all future TAM filings in a year in which Pacific Power files a general rate
case, the TAM will be included in or processed concurrently with the general rate case filing.
The Company agrees that both filings will be made no later than March 1, to allow for a
January 1 rate effective date. In order to accommodate the direct access window that begins
November 15, the TAM may be bifurcated from the full rate case to allow for a Commission
decision by November 1.

When a TAM is filed in or processed concurrently with a general rate case,
the Company or any party may propose changes to how the Company’s Rate Mitigation
Adjustment or other rate spread tools should operate in a stand alone TAM filing, made
before the TAM is again filed in or processed with a general rate case.

If the TAM is filed on a stand-alone basis, it will be filed no later than April 1.

IV. SUPPORT FOR THE STIPULATION

In their brief in support of the TAM Stipulation the parties state that the
purpose of the proposed guidelines is to decrease future controversy over the scope of the
Company’s TAM update filings, the procedures applicable to those filings, and the
documents and support the Company will provide with the TAM and TAM updates.

Parties have raised issues related to scope and procedure in recent TAM
filings, suggesting the need for guidelines on these issues to supplement and clarify the
Commission’s order adopting the TAM in docket UE 170 (Order No. 05-1050). The parties
have found these issues especially challenging when the TAM is filed on a stand-alone basis,
separate from a general rate case.

To that end, the guidelines contain provisions describing the general purpose
and scope of TAM proceedings. The guidelines provide a list of other workpapers and
supporting documents that the Company will provide with its initial filing and updates, as
detailed in Appendix A. In addition, the guidelines provide specific guidance on timing and
elements of different filings in TAM proceedings.

The parties note that the guidelines do not resolve all issues related to the
process and scope of the TAM, citing the reservation of issues noted above. They further
state that they could not reach agreement with respect to the process by which a party would
object or challenge an issue regarding Pacific Power’s Final Update, simply agreeing on
generic language to the effect that parties reserve their procedural rights.

The stipulating parties request that the Commission adopt the guidelines
because “they represent the consensus of the parties with respect to specific elements of
future TAM proceedings.” The parties argue the guidelines represent “a reasonable
compromise among the parties and set forth clear objectives and principles presumptively










































