Exhibit No. 6
Docket No. UE-06

o BEFORE THE
WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION

~ In the Matter of the Application of

PACIFICORP, - . Docket No. UE-06

: - APPLICATION
- For an Order Authorizing the Sale of Its ‘

‘Interest in the Centralia Transmission Line

[€:6 WY G- NYF 90
3

PACIFICORP
APPLICATION EXHIBIT NO. 6 | , a

TransAlta’s FERC Application

January 2006



Unofficial FERC-Generated PDF of 20050119-0147 Received by FERC OSEC U1/14/Z0UUY 1n L Y
. Application ExhibitNo. 6
. T _ : Page 1

555 Eleventh Street, NW._, Sulle
ORIGINAL  rmomomoc o
Tek (202) 637-2200 Fax (202) 837-2201

F H ;’ wew.w.com
N UFFICE UF
LATHAMSWATKINSw SECRE adE (ot ATLATE oS
Brussels New York

WEINIY P 255 T g

Frankfurt Orange County
Hamburg Puis

, . FEDERAL
January 14,2005 REGULATORY Egﬁgfsvswu Lovdon " San Frncco
'BY HAND DELIVERY o !
' . Moscow Tokyo
Washington, 0.C.

Magalie R. Salas

Secretary

Federal Energy Regulatory Commission
888 First Street, N.E.

Washington, DC 20426

Re:  Docket No, EG0S-3 [ -QQ¢
~ TransAlta Centralia Generation LL.C

Dear Ms. Salas;

Enclosed for filing are one original and fourteen copies of an Application of TransAlta
Centralia Generation LLC for Redetermination of Exempt Wholesale Generator Status. Also
- enclosed is a diskette containing the Notice of Filing suitable for publication in the Federal
Register. Pursuant to Section 381.801 of the Commission’s regulations, no ﬁlmg fee is required -
because TransAlta Centralia Generation LLC is a public utxhty

Rmpectfully submitted,

David G. Tewksbury 7

Natasha Gianvecchio

LATHAM & WATKINS LLP

555 11" Street, NW, Suite 1000

Washington, DC 20004 ; .
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UNITED STATES OF AMERICA
: BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

o )
TransAlta Centralia Generation LLC ) Docket No. E 3[ 'OU 4
. ) :

APPLICATION OF TRANSALTA CENTRALIA GENERATION LLC FOR
REDETERMINATION OF EXEMPT WHOLESALE GENERATOR STATUS

Pursuant to Section 32(a)(1) of the Public Utility Holdirig Company Act of 1935

N (“PUHCA™), 15 U.S.C. § 79z-5a(a)(1) (2000), and Part 365 of the Commission’s Regulations,

18 C.F.R. Part 365 (2004), TransAlta Centralia Generation LLC (“TACG") hereby applies fora

redetermination of exempt wholesale generator (“EWG") status, confirming that TACG will
continue to be an EWG upon the acquisition of certain ancillary facilities described below. The
Commission has previously gt'anted EWG status to TACG with respect to its ownership and
operation of certain electric géneration facilities and associated facilities ldcated in Centralia,
Washington (the “Centralia Facility”).

I. SERVICE

In accordance with Sectiqn 365#3(a) of the Commission’s Regulations, copies of
this application are being served on the Securities and Exchange Commission, the Oregon Public
Utility Commission, the Washington Utilities and Transportation Commission, the California
Public Utilities Commission, the Wyoming Public Service Commission, the Idsho Public Utility
Commission, and the Utah Public Service Commissioxi (together, the “State Commissions™).
'TACG has also included in this filing a draft notice of application suitable for publication in thé

- Federal Register, along with a diskette containing an electronic version of the notice of

' . application. .

Page 2
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Il COMMUNICATIONS

TACG requests that all service and correspondence concerning this Application

be sent to: -
Son Tran* v David G. Tewksbury
Corporate Counsel Natasha Gianvecchio®
"TransAlta : Latham & Watkins LLP
- 110-12th Ave, S.W. 555 Eleventh Street, N.W., Suite 1000
Calgary, Alberta Washington, D.C. 20004
T2P 2M| (202) 6372200
Ph: (403) 267-6940 (202) 637-2201 (facsimile)
Fax: (403) 267-6975 david.tewksbury@lw.com

Son_Tran@TransAlta.com ‘ natasha gianvecchio@lw.com

b D&s‘ignated for service.
II1. DESCRIPTION OF APPLICANT AND FACILITY
TACG is a direct, wholly-owned subsidiary of TECWA Power, Inc. (“TECWA”),

which, in tum, is an indirect, wholly-owned subsidiary of TransAlta Corpofation (“TransAlta™).
TransAlta is a Canadian corporation engaged, through various subsidiaries and affiliates, in
generation, power marketing and other energy-related activities in Canada, the United States,
Mexico and Australia. | | |

The exact name, addms,rand principal office of TACG is:

TransAlta Centralia Generation LLC
913 Big Hanaford Road ’
Centralia, Washington 98531

| The Centralia Facility consists of the 1,405-MW coal-fired Centralia Steam
Electric Generating Plant (the “Centralia Steam Plant’). a 248-MW combined-cycle, natural gas
- turbine generating facility (the *Big Hanaford Plant™) and associated facilties. TACG acquired
the Centralia Steam Plant (which then had an aggregate generating capacity of 1,340-MW) and
assbciated,facilities, including interconnecting transmission fgcilitiw, from PaciﬁCorp, Portland

General Electric Company (“PGE"), Puget Sounds Energy Inc. (“Puget”), Avista Corporation



VHVALAVCASL L\ USHGAGLSM LA/ WA VW wTmar Y as’& sSww—es w- =g __--‘- ———— ey = = o Application Exhibit No. 6

Pagc 4

_ (‘;Avista”) and various non-jurisdictional utilities' (together with PaciﬁCofp, PGE, Puget and
Avisla. the “Former OwnerS") through a series of transactions that occurred in 2000 (the “2000
Transfer”). In connection with the 2000 Transfer, TACG’s affiliate, TransAlta Centralia Mining
LLC ("TACM"), acquired from the Former Owners a coal mine used to supply fuel to the
Centralia Steam Plant (the “Céhtralia Coal Mine™), and PacifiCorp acquired the interests of the
other Former Owners iﬁ a230-kv transxhission line (the “230-kV Line”) between the Bonnéville

" Power Administration (“BPA™) transmission grid and the Centralia Coal Mine that it used to -
provide retail service to both the Centralia Steam Plant and the Cm&ﬂia Coal Mine.? Among
other things, TACM and PacifiCorp also entered into an agreément pursuant to which TACM
has an option to purchase the 230-kV Line from PacifiCorp for the lesser of book value or
$120,000 (the “Option Agreement”). |

| In anticipation of the 2000 Transfer, on December 13, 1999, as amended on
January 24, 2000, TACG filed with the Commission an application for determination of EWG
status upon its acquisition of 52.5% of the ownership interests from (ixe Former Owners other
than PacifiCorp of the Centralia Steam Plant and associated facilities, including interconnecting

transmission facilities.” On February 25, 2000, the Commission found TACG to be an EWG.*

! The non-jurisdictional utility owners included the City of Seattle, Washington; the City of
Tacoma, Washington; Public Utility District No. 1 of Snohomish County, Washington; and
Public Utility District No. 1 of Grays Harbor County, Washington.

2 The Commission reviewed and approved the disposition of jurisdictiona) assets associated with
the transfer of the interests in the Centralia Steam Plant by PacifiCorp, PGE, Puget and Avista
and PacifiCorp’s acquisition of the 230-kV Line pursuant to Section 203 of the Federal Power
Act ("FPA"), 16 U.S.C. 824b (2000). PacifiCorp, et al., 90 FERC ¥ 62,018 (2000).

3 Application of TransAlta Centralia Generation LLC for Determination of Exempt Wholesale
Generator Status, Docket No. EG00-49-000 (Dec. 13, 1999); Amendment to the Application of
TransAlta Centralia Generation LLC for Determination of Exempt Wholesale Generator Status,
Docket No. EG00-49-000 (Jan. 24, 2000).

: TransAlta Centralia Generation LLC, 90 FERC 4 62,134 (2000).
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On April 12, 2000, TACG filed with the Commission a notification of material
change in fact stating that TACG intended to acquire the remaining 47.5% ownership interests in
thc-Centrali'a Steam Plant from PacifiCorp, bringing its total ownership interests in the Centralia
Steam Plant to 100% 5 On May 17, 2000, the Commission found TACG to be an EWG.®

After acquiring the Centralia Steam Plant, TACG made performance
improvements that increased the generating capacity of the plant from 1 340 MW to 1,405 MW
and installgd the Big Hanaford Plant on the same site. TACG filed a notification of nonmaterial
change in fact in connection with these develobments on January 23, 2003.’

Currently, TACG is considering acquirihg and exercising TACM’s rights under
the Option Agreement. If TACG exercises such rights, it will acquire the 230-kV Line used to
supply retail service to the Centralia Steam Plant and the Centralia Coal Plgm.'

1V.  STATUS OF TACG AS AN EWG PURSUANT TO SECTION 32(A) OF PUHCA
AND PART 365 OF THE COMMISSION’S REGULATIONS

The following information is provided to comply with Section 365.3 of the
Comrmssxon s chulatlons |
| 1. Attachment A to this filing is a swomn statement by a representative legaily
authorized to bind TACG, attesting to the facts and representations in this Application to
demonstrate th.at.‘upon closing of the Transaction, TACG will be eligible for EWG status.
2. | TACG will be engaged .directly, or indhcﬁﬂy through one or more

“affiliates” as defined in Section 2(a)(11)(B) of PUHCA, 15 U.S.C. § 79b(a)(11) (2000), and

s Notification of Material Change in Fact of TransAlta Ccntmlia Generation LLC, Docket No.
EG00-131-000 (Apr. 12, 2000). :

®  TransAlta Centralia Generation LLC, 92 FERC {62,116 (2000). -

’ Notice of Nonmaterial Factual Change for Exempt Wholesale Generator, Docket No. EG00-131-
- 000 (Jan. 23, 2003).

' TACG will seck Commission approval under Section 203 of the FPA (and any other applicable
approvals) prior to acquiring the 230-kV Line. '
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~ exclusively in the business of owning and/or operating all or part of one or more eligible
fécilities and selling electric energy at wholesale. Upon closing of the asset sale contemplated by
the Option Agreement, TACG would own and operéte the 230-kV Line in addition to the
facilities described in TACG’s prior EWG filings with the Commission. As discussed below, the
»230-kV Lineis an ancillary fatility whose ownership and operation is reasonably incidental to
the exclusive ownership and operation of the Centralia Facility and the sale of electric metgy at
“ wholesale. | |

3. TACG does not make foreign retail sales of eléctric cnergy aﬁd would not
engage in such sales upon acquiring the 230-kV Line.

4, The circumstances described in Section 365.3(a)(1)(iii) of the
Cqmmissibn's Regulations do not, and will not upon TACG's acquisition of the 230-kV Line,
apply. | .

5. TACG's eligible facilities include the Centralia Steam Plant, the Big
Hanaford Plant and the intefconnecting transmission facilities used to effect wholesale sales from
those generating facilities. As discussed below, the 230-kV Line will not be an‘eligiblc facility
or a part of the eligible facility.

6. There are no lease'amng‘gments involving the Centralia ‘Facility.

7. No “electric utility company” is an “affiliate” or “associate company” of
TACG or will_ becomé an “afﬁliate" or “associate company” by virtue of TACG'S acquisition 6f
the 230-kV Line, as each of those terms is defined in PUHCA. |

8. Pursuant to Section 365.3(b) of the Commission’s R?gulations, »
Attachment B to this filing contains orders issued by each of the Staie Commissior;s making the
findings, required under Section 32(c)'of PUHCA, that allow _the Centralia Steam Plant and

 associated interconnecting facilities because such allowing such facilities to be eligible facilities



Unotrticial FEKU-GENEeratea rUr OL ZUUDULLY~ULY/ KECELVEU MY ELAV VOLL VL/ 19/&4VVD Al Application ExhibitNo. 6
’ Page 7

(a) will benefit consumers; (b) are in the public interest; and (c) do not violate any State law. As
discussed below, no such findings are required with respect to the 230-kV Line that may be
acqhired from PacifiCorp because the 230-kV Line will not be an eligible facility. |

V.  CHANGE IN FACTS FROM PRIOR EWG FILINGS
The single change in facts from TACG’s prior EWG filings is TACG's possible

| acquisition of the 230-kV Line. TACG submits that, under Commission precedent, (i) the
ownership and operation of the 230-kV Line would not run afoul of the EWG exclusivity
requirement and (ii) no State consents under Section 32(c) of PUHCA should be required for
TACG to own and to opemté the 230-kV Line. Accordingly, TACG asks that the Commission
determine that TACG would continue to be an EWG if it were to acquire the 230-kV Line. |

A, TACG’s Ownership of the 230-kV Line Is Incidental to m Operation and
Ownership of its Eligible Facilities v

Section 32(a)(1) of PUHCA requires that an EWG must be “exclusively in the
business of owﬁing or operating, or both owning and operating, all or part of one or more eligible
facili;ies and selling electricity at wholesale.” 15 U.S.C. § 79z-5a(a)(1) (2000). ﬁe
Conimission hﬁs intcrp'reted this pmvision' as allowing an applicant for EWG status “to
Undmakc activities incidental to its operation and ownership of its .eli‘gible facilities.”® In
reviewing such activities the Commission considers whether the activities are incidental to the
primary EWG activities such that it can find that the applicant meets the requirement that an
EWG be engaged exclusively in the business of owning and operating all or part of an eligible
facility énd selling electric energy at wholesale.' |

| As historicaily used by PacifiCorp and as it would continue to be used by TACG

if it exercised its rights under the Option Agreemcnt, the 230-kV Line is used to effeét retail

% . PP&L Colstrip IiI, u.c and PP&L Montana, LLC, 88 FERC 161,281 at 61,868 (1999)
(“Colstrip™).
10 Id.
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~ deliveries from the BPA transmission grid to the Centralia Facility and the Centralia Coal
.l\-dine. "' Specifically, the 230-kV Line is used to provide (i) back-up power to the Centralia
Facility and (ii) energy consumed at the Centralia Coal Mine.'? If TACG were to acquire and
exercise TACM’s option, then, the 230-_kV Line would be an ancillary facility, the ownership
and operation of which ‘wovul'd"be reasonably incidental to TACG's primary EWG activities.
With iespect to the provi#idn of back-up power to the Centralia Facility, the |
~ Commission has previously found that the activity of providing back-up service to generating
facilities, whether owned by the EWG or others, is incidental to the dwnership and 6pelation of
eligible facilities, and thus, entirely consistent with EWG status.”? As such, TACG_’s ownership
of a transmission line that provides back-up power service to its own facility would clearly be
incidemal to its primary business of owning and operﬁting eligible facilities and selling electric |
energy at wholesale. | |
Similarly, the provision of electric energ); to the Cm@ia Coal Mine, which is
used exclusively for purpos?s of providing coal consumed by the Centralia Stéam Plant, is
incidental to the ownership and operation of eligible facilities and thus entirely consistent with

EWG status. TACG would use the 230-kV Line to deliver power to the Centralia Coal Mine so

" Upon TACG's acquisition of the 230-kV Line, the point of delivery of the power will change -
from the Centralia Facility and the Centralia Coal Mine to the interconnection point with the BPA
transmission grid. _ ' .

” As indicated in the origina! application seeking the Commission’s approval under Section 203 of
the FPA for the 2000 Transfer, the 230-kV Line is not used by any other party and it appears
highly unlikely that any other party will ever seek to use it. See Joint Application of PecifiCorp,
Portland General Electric Company, Puget Sound Energy, Inc., Avista Corporation, TransAlta
Centralia Generation LLC and TECWA Power, Inc. at Seeking Authorization for the Transfer of
Jurisdictional Facilities at 11, Docket No. EC00-17-000 (Nov. 1, 1999). However, if an eligible
entity requests service over the 230-kV Line, TACG will file with the Commission a pro forma
taniff within 60 days of such request and will comply with any additional requirements that are
effective on the date of the request.

" Duke Energy Hot Spring. LLC, 98 FERC 1 61,287 at 62,256 (2002); Erie Boulevard Hydropower.
L.P., 87 FERC § 61,378 at 62,407 (1999); Zond Systems, Inc., 81 FERC 1 61,001 at 61,002
(1997). ' _
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that the Centralia Coal Mine can provide the fuel that the Centralia Steam Plant needs to generate
electric energy for sale at wholesale." The Commission has previously recognized activities
which facilitate the provision of fuql used to generate electric energy as reasonably inc_:idental to
primary EWG actiﬁties and thus as consistent with EWG status.'® Such incidental activities can
"include iransmission activities that, like those associated with the 230—1(\" Line, are not strictly
related to effecting delivery of electric energy from eligible generating facilities for sale at

wholesale. '®

B.  The 230-kV Line Is Not an Eligible Facility or a Part of an Eligible Facility,
so No Section 32(c) Flndings Should Be Reqnired

Section 32(c) of PUHCA requires State consent before any facnhty prcvxously

mcluded in retail rate base may “be consndered an eligible faclhty ” 15 US.C. § 79z-5a (2000)

| Section 32(c) determinations are required only for a facility, or portion thereof, which will be an
eligible facility.'” Because the 230-kV Line will not be an eligible facility, no Section 32(c)
determinations shoﬁld be required in order to-allow TACG to retain EWG status if it acquires the -
230-kV Line.'® |

| Section 32(a)(1) of PUHCA defines the term “eligible facility” as a facility “used

for the generation of electric energy exclusively for sale at wholesale” or “for the generation of

electric energy and leased to one or more public utility compénim” and further provides that the

" The Centralia Steam Plant receives most of its coal from the Ccntralla Coal Mine and the
remainder from other sources.
3 See, e.g., FPL Energy Wyman LLC, 86 FERC ¥ 61,182 at 61,633 (1999) (ﬁndmg ownershrp and
: - leasing of lighthouse incidental to primary EWG activities as the lighthouse is part of the existing
navigation system that ships rely on to transport and deliver necessary fucl supplies to eligible
facility in a safe and reliable manner). -

® . Colstrip, 88 FERC st 61,869. See also Redbud Energy LP, 107 FERC{ 61,101 at P 16 (2004).
" FTM Energy Inc., 74 FERC 1 61,312 at 61,988-89 (1996).

' TACG assumes for purposes of this application that (i) the 230-kV Line was previously included
: in retail rate base; and (ii) the Section 32(c) determinations previously obtained in connection
- with TACG's acquisition of the Centralia Steam Plant do not cover the 230-kV Line.
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_ term encompasses “intefconnecting transmission facilities necessary to effect a sale of electric
‘e.nergy at wholesale.” 15 U.S.C. § 79z-5a(a)(1) (2000). Consistent with the statutory definition
of the term, the Commission has re,cognizéd that thé typical eligible facility is a “facility that
actually generates electficity”" but has ﬁlso acknowledged that intcrcbnnecting transmission
facilities used to effect whdl&‘ale sales from an eligible genmﬁng facility may be eligible
facilities.? |

Commission precedent clearly dclineaias, however, between eligible facilities the
exclusive ownership and/or operation bf which provides a basis for Séeking EWG sfatus, and
ancillary facilities that may be owned and/or operated by an EWG but whose ownership and/or
operation does not alone provide a basis for obtaining EWG status.>! As explained by the
Commission, “Congress intended that there would beran owner/operator of a generating facility |
who may also own additional ancillary fagilities without violafing the exclusivity requirement;»
but “Congress only specified one instance in which non-éenﬁating ﬁ.ﬁ:ilitics may could be part
of an eligible facility, nameiy, ‘interconnecting transmission facilities necessaiy to effect a sale
of electric energy at wholesale.”??

- The line between eligibic and ancillary facilities is no less bright where
transmission facilities are concemed. In other ;yords. a transmission line may i:e éit.her an

eligible facility or an ancillary facility depending on its function. If, as in Termoelectrica and

19 Desarollo Petacalco, S. DeR. L. De C.V., 67 FERC Y 61,070 at 61,199 (1994) ("Desarollo r,
~ reconsideration demed. 67 FERC 1 61,403 (1994) (“Desarollo IT"). _
» See Katahdin Trammzsswn LLC, 104 FERC 161,195 (2003); Sagebrush, 103 FERC 161,332
' (2003) (“Katahdin™), Termoelectrica de Mexicali, S. de R.L. de C.V., 102 FERC Y 61,019 (2002)
(“Termoelectrica™). But see FPL Energy New England Transmission, LLC, 103 FERC { 61,194
(2003) (“FPLE-NET") (declining to extend Termoelectrica to circumstances involving
transmission facilities not used solely to effect wholesale sales from an cligible generating

. facility). \
o See Desarollo I, 67 FERC at 61, 199
oz Desarollo II, 67 FERC at 62,369-70.
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Katahdin, the transmission line is an interconnecting transmission facilities used td effect
wholesale sales from an eligible generating facility, the line itself will be an eligible facility.??
By. contrast, if, as in FPLE-NET, the transmission line serves some other purpose, the_line will
not be an eligible facilityz‘ but may be an ancillary facility if that other faltupose is reasonably |

' 'ihéiden@_l to the business of owning and/or operating one or more eligib'le facilities and Selling
electric energy at wholesale.?’

- Unlike the transmissioh facilities at issue in Termoelectrica and Katahdin and like
the transmission facilities at issue in FPLE-NET, the 230-kV Line is not used to effect sales at
wholésale. Sales at wholesale from TACG’s eligible generating facilitix are effected using two
500-kV transmission lines and associated facilities that interconnect the Centralia Facility with
the BPA transmission grid. The 230-kV Line is used exclusively to effect retail sales to TACG
and TACM. In other words, energy flows in thrpugh the 230-kV Line for ultimate §onsumption

~ at the Centralia Facility and the Centralia. Coal Mine but does not flow out into the wholesale
market. Thus, as discussed above in Section V.A., the purpose of the 230-kV is reasonably
incidental to the business of owning and oper#ting TACG's eligible facilities and sélling electric.
energy at wholesale. That purpése, however, is clearly inconsistent with the statutory definition

.of an “eligible facility.”

. From a policy pérspective, no useful purpose would be served by requiring

PacifiCorp (and, possibly, the other Former Owners of the 230-kV Line) to seek Section 32(c)

B See Katahdin, 104 FERC 161,195 at P 8 (explaining that the transmission facilities at issuc are
~ “necessary for purposes of cffecting [another EWG’s] delivery of electric encrgy to wholesale
markets™); Termoelectrica, 102 FERC § 61,019 at P 9 (describing the transmission line at issue as
necessary “[t]o sell the electric energy generated at [another EWG]'’s facility to the wholesale
markets™).

¥ See FPLE-NET, 103 FERC 961,194 at PP 12-13.

¥ See, eg. Sagebrush & Euros ToyoWest Mgmt. LLC, 103 FERC § 61,332 at P 19 (2003) (finding
that two EWGs' “ownership and operation of interconnecting transmission facilities indirectly
owned and used for wholesale sales by [certain] non- EWG QFs is incidental to [the EWGs’]
activities as EWGs"). '
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~ determinations from at ieast six State commissions with respect to the 230-kV Line, The
éommission has long -recoéhized that Section 32 of PUHCA must be cohsfrue'd *“consistent with
practical and commercial realities” facing developefs and with the understanding that *“‘one of the
purposes of section 32 was to remove regulatory obstacles to the devélopmem of the independent
power industry. ..."” ln_thi's itistance, the practical reality is that, even assuming that no specific
Section 32(c) determinations were made with respect to the 230-kV Line itself, the State |

* Commissions made the Section 32(c) determinations. contained in Attachment B in the context of
the divestiture by PacifiCorp and the other Former Owners of their infewsts in the Centralia
Steam Plant and the Centralia Coal Mine, and the Option Agfecment was an integral part of that _’
broader transaction. The commercial reality is that the burden of trying to obtain further Section '
32(c) determinations with respect to the 230-kV Linev would be entirely disproportionate to the
value of that facility to either PacifiCorp or TACG and would create a significant obstacle to va
mutually beneficial transfer of owﬁership and mponsibility for the 250-kV.z° Finally, and
perhaps most importantly, ; Commission order holding that a transmission line used exclusively
to effect retail sales is an eligible facility would be irreconcilable with FPLE-NET and would

invite further proposals of the very sort that the Commission rejected in that order.

e As noted above, the purchase price in the Option Agreement is the lesser of book value or
$120,000. ‘ _
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V. CONCLUSION
For the reasons stated above, TACG respectfully requests that the Commission

determine that TACG will continue to be an EWG pursuant to Section 32(a)(1) of PUHCA if it
acquires the 230V Line. ' |

'

Respectfully submitted,

/

David G. Tewksbury

Natasha Gianvecchio

Latham & Watkins LLP

555 Eleventh Street, N.W., Suite 1000
Washington, D.C. 20004 '

Joel H. Mack

Latham & Watking LLP

600 West Broadway, Suite 1800
San Diego, CA 92101-3375

Counsel for TransAlta Centralia Generation LLC

Dated: January 14, 2005
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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

: )
TransAlta Centralia Generation LLC ) Docket No. EG05-

)

NOTICE OF APPEICATION FOR COMMISSION DETERMINATION
OF EXEMPT WHOLESALE GENERATOR STATUS

(2009

On January l4 2005, TransAlta Centralia Generation LLC (“TACG”) filed with
the Commission an application for redetermination of exempt wholesale generator (“EWG™)
status pursuant to Part 365 of the Commission’s regulations.

TACG states that copies of the application were sent to the Securities and
Exchange Commission and the Oregon Public Utility Commission, the Washington Utilities and
Transportation Commission, the California Public Utilities Commission, the Wyoming Public
Service Commission, the Idaho Public Uuhty Commlssnon, and the Utah Public Service
Commission.

Any person desiring to be heard concerning Washington LLC’s application for
EWG status should file a motion to intervene or comments with the Secretary, Federal Energy
Regulatory Commission, 888 First Street, N.E., Washington, D.C. 20426, in accordance with
§§ 385.211 and 385.214 of the Commission’s Rules of Practice and Procedure. The Commission
will limit its consideration of comments to those that concern the adequacy or accuracy of the
application. All such motions or comments should be filed on or before , 2005
and must be served on the applicant. Any person wishing to become a party must file a motion
to intervene. Copies of this filing are on file with the Commission and are avallable for public
inspection. This filing may also be viewed on'the Internet at
http://www _ferc.fed.us./online/rims.htm (call 202-208-2222 for assistance).

Magalie Salas
Secretary
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CERTIFICATE OF SERVICE

I hereby certify that [ have this day served the foregoing document -upon the Securities
and Exchange Commission and upon the Oregon Public Utility Commission, the Washington
Utilities and Transportation Commission, the California Public Utilities Commission, the
Wyoming Public Service Commission, the Idaho Public Utility Commnss:on, and the Utah Public
Service Commission.

“*  Dated at Washington, D.C. this 14th day of January, 2005.

Gl &L
David G. Tewksbufy
Latham & Watkins LLP
555 Eleventh Street, NW
Suite 1000

Washington, DC 20004
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VERIFICATION
| Richard Langhammer, first being duly sworn, attests that he is President of
TransAlta .CeﬁuﬁliarGeneration LLC (“TACG”) and that he has authority with respect tﬁereto;
that he has knowledge with respect to the matters set forth in the'foregoihlé Application; that he
| 1s a‘ representative legally authorized to bind TACG; that the attached Application was prepaned

under his supervision; and that the facts and representations set forth in the attached Application

f,

are true and.cdmct to the best of his knowledge, information and belie

Rigiérd YAnghammer
Presid _
TransATta Centralia Generation LLC

Subscribed and sworn before me this _ o2 day of , 2005.
' ' '

Notary Public

My Commission Expires: - <2%" oS
‘“uﬂllln“"’

» s\\‘&?.“.‘.e. M'&"'l"l'

(NOTARIAL SEA‘E).,-:% NOz, %
i “Pr (73 R
s i4e , e D=
Mo
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IN THE MA‘!TER OF THE APPLICATION OF
AVISTA CORPORATION FOR AUTHORITY

TO SELL ITS INTEREST IN THE COAL-
FIRED CENTRALIA POWER PLANT

CASE NO. AVU-E-99-6

)

)

)

)

: )

C [4) A oF ) B _ :

" PACIFICORP FOR AN ORDER APPROVING ) CASE NO. PAC-E-99-2

THE SALE OF ITS INTEREST IN (1) THE )
CENTRALIA STEAM ELECTRIC )
GENERATING PLANT, (2) THE RATE BASED )

PORTION OF THE CENTRALIA COAL MINE, )

AND (3) RELATED FACILITIES; FOR A )

DETERMINATION OF THE AMOUNT OF AND )

THE PROPER RATEMAKING TREATMENT )

OF THE GAIN ASSOCIATED WITH THE )

SALE; AND FOR AN EWG DETERMINATION = )

)

ORDER NO. 28186

On August 10, 1999, Avista Corporation dba Avista Utilities—Washington Water

Power Division (Avista) filed an Application with the Idaho Public Utilities Commission
regarding the proposed sale by Avista of its 15% ownership interest in the coal-fired Centralia

Power Plant, a 1340 megawatt gencration facility located in the state of Washington. The

facility is co-owned by Avista (15%), PacifiCorp (47.5%), City of Seattlc (8%), City of Tacoma

(8%). Snohomish PUD (8%), Puget Sound Energy (7%), Grays Harbor County PUD (4%) and

Portland General Electric (2.5%). | -

~ On August 12, 1999, PacifiCorp dba Utsh Power & Light Company (PacifiCorp) filed an

~ Application with the Commission regarding the proposed sale by PacifiCorp of its 47.5%

ownership interest in the Centralia Power Plant (and relsted facilitics) and the rate based portion

" of its ownu!hip.inm in the adjacent Centralia Coal Mine. PiciﬁCoxp is the sole owner of the

- Centralia Mine. | ’

The purchaser of the Centralia generating unit is TECWA Power, Inc. '(TECWA Power)

andthepmthueroftheCenmluCoathnetsTECWAFuel.lnc (TECWA Fuel), both

thmgton corporations and both wholly-owned subsidiaries of TransAlta Corp., a Cmdun

energy corporation.

ORDER NO. 28186
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Aswhm&mﬁwmﬁuﬁm&emothmmmfuﬂiﬁes
decided to sell the assets due principally to the possible need for additional capital expenditures
(sulfur dioxide scrubbers and low nitrogen burners) to meet air emission requirements and the
potenﬁnlimplﬂqfv.s.deehicmﬂityindlmydatgulﬁonuwdsonthcpmspectfwtecovuy .
of utility plant-in-service investment. The parchase price of the generating facility as reflected in
the Centralia Plant Purchase and Sale Agreement is $452,598,000. The purchase price of the
coal mine as reflected in the Centralia Coal Mine Purchasc and Sale Agreement is $101.400.000.
‘mMpuchnmmmmhmmmldjmmm”bemwmdmmv
calculstion of net gain.

" PacifiCorp and Avista seek & Commission ruling pursusnt to Sectian 32(c) of the Public
Utility Holding Company Act of 1935 (PUCHA) (codified at 15 U.S.C. § 792-5a(c)) classifying
the Centralia Power Plant as an “eligible facility,” thus allowing the purchaser to operate the
plant as an Exempt Wholesale Generator (EWG) under foderal law. An EWG is exempt from
the provisions of PUCHA. Specifically, the utilities seek a Commission determination that
operation of Centralia as an “eligible facility” [i.e., to be cwned by an EWG] upon sale (1) will
benefit consumers, (2) is in the public interest, and (3) does not violate state law. The utilities
request expedited processing of the EWG determination. Expedited processing, they state, is
imporumﬁomuimmgsﬁndpoim. TransAlta, it is explained, cannot commence processing its
application with the Federal Energy Regulstory Commission (FERC) in order 1o obtain FERC's
qualification of these generation assets as “eligible facilities” and TECWA Power as an “Exempt
Wholesale Generator” until the Commission has made the three determinations required by
federal statute. The utilities ask that their requested determination be made prior to and
contingent upon the required regulatory approvals of the sale. As completion of sale cannot take
place without the relevant state regulstory approvals, it is represented that this assures making
these determinations will not prejudge the merits of the proposed sale under Idaho statutory

The Applications filed by PacifiCarp and Avista include copies of the Centralia Power
Plant Purchase and Sale Agrecment, Centralia Coal Mine Purchase and Sale Agreement, other
msmmddocumemndpuﬁledmmacmym

On August 31, 1999, the Commission in Casc Nos. AVU-E-99-6 and PAC-E-99-2
b | |ssuedncomhdnedNotxeeofRequatforDaammlﬁonofEWG “eligible facility™ status and

ORDER NO. 28186



UnoIrriClidl rENL-URHEeErdlEU FUL UL LUUVJVLALIT VLAY 7/ NTLELVYCU MY ELNU VoW Vi/ LW/ LVVD J Application Exhibit No. 6

Page 21

' Modified Procedure. In its Notice the Commission found that the issuc presented regarding the
classification of the Centralia generation fucility as an “eligible facility” for purpose of
subsequent operation by an Exempt Wholesale Generator (EWQ) under federal law was an issue
that could be addressed by written subsission rather than by hearing. Reference Commission
Rules of Procedure, IDAPA 31.01.01.201-204. The deadline for ﬁlin] written comments
ngndngWGdemmMonmdpmpouduseofModﬁedemdmwScpumber%

' 1999, Commission Staff was the only party to file comments. .

In its comments Staff states the following:

Commission Staff has reviewed the referenced U.S. Code language
regarding Exempt Wholesale Generators (15 US.C.A § 79z-52). The
~ ownership interests of Avista and PacifiCorp in the Centralia coal-fired
generation facilitics are a part of each utility’s rate base in Idaho on which
each receives a retum on investment and are now and have been included
in the rate base of each utility since or prior to October 24, 1992.

For Centralia to be considered as an eligible facility by FERC for EWG
status, this Commission is required to make a specific determination that
allowing such a facility to be an “eligible facility” (1) will benefit
consumers, (2) is in the public interest, and (3) does not violate state law.
The third requested determinstion is perhaps the most straight forward.
Based oo its review of the Idsho Code, Staff represents that it has
discovered no Idsho laws that address the issues rised by this request, and
nonemhbtto:hmtﬂ:enuthaﬂyof‘l'ECWAPowasmBWG to
opemethephnusawholaalefnclluy

mmmnsrequeueddaammmomﬂ)mda)mmmblemwc
Staff is in the midst of its investigation, has outstanding production
mmhnyamdmdewh«hunmdnmndmemdhn
yet to assess the benefits to customers and the public interest inherent in a
completed salc. ... Staff represents to the Commission, to Avista and to
PuciﬁCorpdm:houldSuﬁ'ulﬁmndyconchﬂeMthewme
should be approved, such recommendation will be supported by a belief
that qualifying the presently rate based generation facilities after the sale
as “cligible facilities™ for EWG status determination will both benefit the

consumer and be in the public interest. ,

ORDER NO. 28186
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Commission Fhllhp
As 9et forth in the Application, TransAlta intends to seek FERC approval t0 own and

operate the Centralis facilities with Exempt Wholesale Generator status. Because the Centralia
flcilitiumcmﬂyinhmbmofhciﬁCapmdAvimfoerMcﬁownlaof-
clectricity in this state, 15 US.C. § 792-Sa(c) requires that TransAlta include in its EWG
application to FERC a statement that this Commission has determined that allowing the plant to
beuwholudeﬁdmyopendbymwc“(l)winbmeﬁlm(Z)hinthe,p\xblic
interest; and (3) does not violste state law.” Issuing the requested EWG determination, we find.
will not preciude any party from raising, addressing or resolving any other issues including.
without limitation, the standard to be applied in resclving whether to approve the proposed sale
or the appropriate regulatory trestment for any gain realized as & result of the sale. The requested
BWGdaamaﬁmmﬁndmbmdﬂoodmﬁnﬂmdofﬁeWnle. We
find that an EWG determination will have no precedential effect with respect to approval of the
proposed sale, the standard to be applied in resolving whether to approve the proposed sale, or
any issuc other than EWG determination. Should we decline to ultimately approve the proposed
sale, the EWG determination will become sull and void. |

The Commission continues to find Modified Procedure. regarding the issue of EWG
“cligible facility” status to be reasonable. Reference IDAPA 31.01.01.201-204. The
 Commission has jurisdiction over the Idaho rates and charges of Avista and PacifiCorp. A
portion of the respective rates and charges for each utility represents recovery of rate based
investment in Centralia generation and/or mine facilities. Based on the filings of record in Case
Nos. AVU-E-99-6 and PAC-E-99-2 the Commission finds it reasonable to issue the
detmnlmnonreqlm'edmdalS us.C. §79z-5n(c)eondmomduponowﬁmlandlorulum
approval of the proposed sale of the Centralia facilities.

| CONCLUSIONS OFLAW .
The Idaho Public Utlities Commission has jurisdiction over the Applications of
Avista Corporation dba Avista Utllities—Washington Water Power Division and PacifiCorp dba
Utah Power & Light Company, electric utilities, and the issues prescnted therein pursuant to the
authority and power granted under Title 61 of the Idaho Code and the Commission’s Rules of
. | Procedure, IDAPA 31.01.01.000 ¢f seq.

ORDER NO. 28186
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ORDER :

In consideration of the foregoing xnd as more particularly described above. IT IS
HEREBY ORDERED and the Commission does hereby make the following determinations:

1. Avista and PacifiCorp’s Applications for a determination under 15 U.S.C. § 79z-
Sa(c)uegnmedcondmanedmnaCommiulonOdermmthepmposed sale of the
Centralia facilities. IftheCommunondounotulumndymmOrdumthesecases

"approvmgthepmpoudnlc.ﬂmEWGdaammlnonwﬂlbemdllndvod.
2. The Commission retains jurisdiction over the subject matter and Avista and
PacnﬁCorpto effectuate the provisions of this Order.
DONE by Order of the Idsho Public Utilities Commission at Boise. Idaho, this .75 £<

day of October 1999.
\..' ‘y’)'-..' el ;l\\' -"’_,lh
MARSHA H. SMITH, COMMISSIONER
bl ——
P. ER, COMMISSIONER
- ATTEST:
_ p
_ . ,
7
Myrma ). Walters ' ' '
Commission Secretary : '
bis/O:avue?96_pace?92_sw

ORDER NO. 28186
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BEFORE THE WASHINGTON UTILITIES AND TRANSPORTATION COMMISSiON

In the Matter of the Application of
R | Docket No. UE-991255
AVISTA CORPORATION
' ORDER
for Authority to Sell its Interest in the Coal-Fired | RE: EXEMPT WHOLESALE
Centralia Power Plant. GENERATOR STATUS
MEMORANDUM

On August 6, 1999, Avista Corporation (Avista or the Company) filed an Application
for “Authority to Sell its Interest in the Coal-Fired Centralia Power Plant.” Avista's
application seeks an Order under chapter 80.12 RCW authorizing the sale of its 15 percent
ownership interest in the 1340-megawatt Centralia Power Plant (Centralia) to TECWA
Power, Inc. The Application also seeks authounuon to defer treatment of the gain on the

sale to a future rate proceeding.

TECWA is a Washington corporation and a subsidiary of TransAlta Coxpomzon.
headquartered in Calgary, Alberta, Canada. The pareat company, TransAlta, is & Canadian-
energy company with $5 billion (Canadisn) in assets and is the leading producer of .
independent power in Canads, TECWA has agreed to purchase Ce.mnlu for $425,598,000
nnd the adjacent Centralia Mine for $101,400,000.

As sct fonh in Avista's application, TECWA Powey, Inc., intends to seek Federal
Energy Regulatory Commission ("FERC") approval to own and operate the Centralia
facilities with exempt wholesale generator status. Because the Centralia Power Plant is
currently in Avista’s rate base for its jurisdictional sales of electricity in this state, 15 U.S.C.
§ 79z-5a(c) requires that TECWA include with,its EWG application to FERC a statement
that the Washington Utilities and Transportation Commission has determined that allowing
the facility to be a wholesale facility operated by an EWG: “(1) will benefit consumers; (2) is
in the public interest; and (3) does not violate state law.”

FINDINGS

THE COMMISSION FINDS

1. Avista i3 engaged in the business of fumu.hmg electric and gas service within the
' state of Washington as a public service company, and is subject to the jurisdiction of

this Commission.

2. Avista filed an Application on August 6, 1999, for an order under chapter 80.12 RCW
authorizing the sale of Avista's ownership interests in the Centralia Power Plant to
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DOCKET UE-991255 : . Page 2

TECWA Power, lnc The Application also sought a determination from the
Commission that allowing these facilities to be operated by an exempt wholesale

generator mects the requirements of 15 U.S.C. § 792-5a(c).

If the Commission eventually approves the sale of the Centralia Power Plant,
allowing the purchaser to operate the Centralia Power Plant as an EWG will benefit

~ consumers and is in the public interest. Under these conditions, allowing the

purchaser to operate the Centralia Power Plant as sn EWG would not violate state
law.

ORDER

WHEREFORE, THE COMMISSION HEREBY ORDERS:

Avista’s application for a determination under 15 U.S.C. § 79z-5a(c) is granted,
conditioned upon & Commission order approving the proposed sale of the Centralia
Power Plant. If the Commission does not ultimately issue an order approving the
proposed sale, this EWG determination will be null and void.

Thisotdetshaninnowayaﬁ'ecttheamhomyofthisCoxmmmonoverm
services, accounts, evaluations, estimates, or determination of cost or any matters
whm::evetth-tmycome before it, nor shall anything herein be construed as an
acquiescence in any estimate or determmwon of cost or any valuation of property
claimed or asserted.

The Commission retains jurisdiction over the subject matter and Avista Corporation
to cffect the provisions of this order.

DATED &t Olympia, Washington, and effective this 147 day of Octaber, 1999.

WASHINGTON UTILITIES AND TR.ANSPORTA'ITON COMMISSION

SHOWALTER. Chairwoman

RICHARD HEMSTAD, Commissioner
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SERVICE DATE
OCT 18 1999

BEFORE THE WASHINGTON UTILITIES AND TRANSPORTATION COMSS!ON

* In the Matter of the Application of
' Docket No. UE-991409
PUGET SOUND ENERGY, INC.
' ORDER
for (1) Approval of the Proposed Sale of PSE’s RE: EXEMPT WHOLESALE
Share of the Centralia Facilities, and (2) GENERATOR STATUS
- Authorization to Amortize the Gain Over a Five- |
Year Period.
MEMORANDUM

On September 13, 1999, Puget Sound Energy, Inc., (“PSE™) filed an Application “for
(1) Approvsl of the Proposed Sale of PSE's Share of the Centralia Facilitics, and (2) _
Authorization to Amortize the Gain Over a Five-Year Period.” PSE's application seeks an
order authorizing the sale of its 7.0 percent ownership interest in the ]340-megawatt
Centralia Power Plant (Centralia) to TECWA Power, Inc. The Application also seeks a
determination that TECWA Power, Inc., should be allowed to operate the Centralia Power

Plant as an Exempt Wholesale Generator (EWG).

TECWA is a Washington corporation and a subsidisry of TransAlta Corpontion,
headquartered in Calgary, Alberta, Canada. The parent company, TransAlta, is a Canadian
encrgy company with $5 billion (Canadian) in assets and is the leading producer of ‘
independent power in Cansda. TECWA has agreed to purchase Centralia fo: $425,598,000
and the adjaeem Centralia Mine for $101,400,000.

As set forth in PSE's apphauon, TECWA Power, Inc., intends to seek Federal

- Energy Regulatory Commission (“FERC™) approval to own and operate the Centralia
facilities with exempt wholesale generator status. Because the Centralia Power Plant is
currently inl PSE’s rate base for its jurisdictional sales of electricity in this state, 1S US.C. § '
79z-5a(c) requires that TECWA include with its EWG application to FERC a statement that
the Washington Utilities and Transportation Commission has determined that allowing the
facility to be a wholesale facility operated by an EWG: “(1) will benefit consumers; (2) is in
the public intcrest; and (3) does not violate state law.”

-t
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FINDINGS

THE COMMISSION FINDS:

L

PSE is engaged in the business of fumishing electric and gas service within the state

of Washington as & public service company, and is subject to the jurisdiction of this

Commission. N

PSE filed an Application on September 13, 1999, for an order under chapter 80.12

RCW authorizing the sale of PSE's ownership interests in the Centralia Power Plant
to TECWA Power, Inc. The Application also sought a determination from the
Commission that allowing these facilities to be operated by an exempt wholesale
generator meets the requirements of 15 U.S.C. § 792-5a(c).

If the Commission eventually approves the sale of the Centralia Power Plant,
allowing the purchaser to operate the Centralia Power Plant as an EWG will benefit
consumers and is in the public interest. Under these conditions, allowing the
purchaser to operate the Centralia Power Plant as an EWG would not viclate state

WHEREFORE, THE COMMISSION HEREBY ORDERS:

L

PSE’s application for a determination under 15 U.S.C. § 792-52(c) is granted,
conditioned upon a Commission order approving the proposed sale of the Centralia
Power Plant. If the Commission does not ultimately issue an order approving the
proposed sale, this EWG determination will be null and void.

“This order shall in no way affect the suthority of this Commission over rates,

services, accounts, evaluations, estimates, or determination of cost or any matters
whatsoever that may come before it, nor shall anything herein be construed as an
acquiescence in any estimate or determination of cost or any valuation of property

claimed or asserted.

The Commission retains jurisdiction over the subject matter and Puget Sound Energy

to effect the provisions of this order. .

Application kxhibitNo. 6
Page 27
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'DATED at Otympia, Washington, and effective this |2 th day of October, 1999.

WASHINGTON UTILITIES AND ‘TRANSPORTATION COMMISSION

YN SHOWALTER, Chairwoman

/Z/J%«SZL

RICHARD HEMSTAD, Commissioner

IKGILLIS Commissioner.
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PUBLIC UTILITY COMMISSION

OF OREGON

State of Oregon

" I, Diane Davis, Administrative Specialist of the Administrative Hearings
Division for the Public Utility Commission of the State of Oregou, do heredy certify that the
enclosed copy of

ORDER NO. 99-730

Aas been compared by me with the original thereof on file and of record in my custody, and
that the same is a true and corvect copy of said an’glnl.

IN WITNESS WHEREOF I have hereunto set wiy hand and the Commission
Seal this 3™ day of December, 1999.

AT PUBLIC UTILITY COMMISSION

Diane Davis
il Administrative Specialist '
P AL FRg A l l - l If ” I p D’ o E

' C:certlfy

Page 29
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orDERNO. 89~ 13U
eNTERED NOV 29 1999

BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON -
T ‘TRUE COPY OF ORIGINAL
UP 165/UP 170 s |
ADMINISTRATIVE HEARINGS
In the Matter of the Application of Portland
General Electric Company for Approval to
Sell Its 2.5 Percent Ownership Share of the
Centralia Steam Electric Generating Plant
to Avista Corporation. (UP 165).

ORDER
In the Matter of the Application of Portland :
General Electric Company for Approval to
Sell Its 2.5 Percent Ownership Share of the
Centralia Steamn Electric Generating Plant
to TECWA Corporation. (UP 170).

W N Nt S Nt st at gt g’ “wat Suat

DISPOSITION: SALE TO AVISTA APPROVED SALE TO TECWA
DENIED

BACKGROUND

On June 3, 1999, Portland General Electric Company (PGE) filed an
application with the Commission.in docket UP 165 secking appeoval for the sale of its
2.5 percent interest in the Centralis Steam Electric Genctmng Plant and transmission
facilities (Centralia) to Avista Corporation (Avista).! On August 19, 1999, PGE
submitted another application for approval to sell its intevest in Centralin. The second
application docketed as UP 170 seeks authorization to sell PGE's interest to TECWA
Power, Inc. (TECWA). PGE supports the sale to Avista in UP 165. If the Commission
does not approve that sale, PGE requests the Comumnission approve the sale to TECWA

On July 26, 1999, the Citizens’ Utility Board (CUB) filed a notice of its .
intervention in the proceeding as a matter of right. ORS 774.180. On July 27, 1999, the
Industrial Customers of Northwest Utilities (ICNU) filed a petition to intervene, The
ICNU peutxon was granted. _

|

' October 20, 1999, PGE submitied 8 smendment to the UP 165 application.
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ORDER NO. 99-730

On Scpmnbcr 14, 1999, PGE, the Commission Staff (Staff), ICNU, and
CUB filed a stipulation on procedural matters, including an agreement that UP 165 and
UP 170 should be consolidated.? The stipulation recites Staffs recommendation that the
Commission approve the sale to Avista unless the Commission finds that the sale to
TECWA better meets the statutory public interest test. The parties agreed to keep the
Commxsslon informed regarding developments in the two sales through November 24,
19993 Finally, the stipulation asked the Commission to issue an order by November 30,
1999. On Secptember 23, 1999, Thomas G. Barkin, Administrative Law Judge, approved

* the schedule in the stiptlation.

THE APPLICATIONS

PGE's proposed sale is part of a larger agreement by the eight co-owners*
of Centralia 10 sell the genernting asset. According to PGE, a significant factor
precipitating the sale was a decision in 1996 by the Southwest Washington Pollution
‘Control Authority (SWPCA). SWPCA ordered Centralia’s owners to remove 90 percent
of the sulfur emissions from the plant by the end of 2002. Compliance with this order
requires the installation of scrubbers and low-Nox burners. The order is currently on
appeal in King County, Washington. Because of the cost of compliance, the diverse
ownerslupot‘theplam.andtheapped the co-owners decided that a single owner

, emergmg from an auction could deal most effectively with the legal and environmental
issues facing the plant.

The co-owners put the plant and associn_ed assets up for auction in
October 1998. On May 10, 1999, the co-owners announced that TECWA won the bid,
with an offer of $354/kw, or $11.3 million for PGE's share.

‘ TECWA placed two important conditions on its offer. First, the co-

. owners must immediately begin installation of scrubbers. Sccond, the entire sale,
including five swate and FERC regulatory approvals of the sale and FERC grant of exempt
wholesale generator status, must close by May 5, 2000,

" PGE belicves the TECWA putchase has considerable risk of not closing.
PGE lists following as factors that create risks that the TECWA sale might not close:

L Mmaghtsellmanleregnluo:ybodm.Bomds,md
Commissions that must approve the sale. Any seller or regulator could stop the sale.
Appendix B shows each co-owner and the regulatory approvals each co-owner must
obtain for TECWA to own 100 percent of the plant.

2. All approvals must be in place by May S, 2000.

2 The stipulstion is sttached ss Appendix A.
} The status report was filed November 24,1999.
‘mwam(ﬂMM)muMhAMB
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3. TECWA may reconsides its decision and delay the closing until the
contract expires. Conditions that could cause TECWA to reconsider are the high cost of
coal at Centralia together with the high cost of building and operating a scrubber to meet
the SWPCA requirement. Another factor is that TECWA is a Canadian buyer with
limited experience in the United States with markets and regulations. thhﬁmha
experience, CWAmaydetcrmmethaulwulcwnotvuble

4. 'IthWPCAo:densonnppealmegCountySworCommdw
' expectedtogototheWulungtonComtoprpeals Reversal of the order could have
significant effects on the economics of Centralia.

5. One of the co-owners may reconsider because it is dissatisfied with the
treatment of the regulatory body approving the sale.

PGE pro\}ided no documentation or analysis to accompany its list of
factors. v

As described below, PGE has considerable potential liability if the
TECWA sale does not close. To avoid the possible liability, PGE entered into its
agrecment with Avista. While TECWA is willing to pay PGE $11.3 million for the
generating asset, Avista's offer is only $3.5 million, with an additional payment by Avista
of S1.1 million, if the sale to TECWA closes. The Avista offer is contingent on
Commission issuing an order approving the sale by November 30, 1999. '

PGE supports the UP 165 application as a prudent decision because of the
significant costs that would accrue if the sale to TECWA does not close. In the event, the
Commission does not approve the Avista sale, POE asks the Commission to approve the
sale to TECWA. In cither sale, PGE also asks the Commission to approve amortization
of any capital loss or gain associated with the sale over a period of five years.

Financial Impact

- PGE has identified the financial implications of the various scenarios
associated with a sale to either TECWA or Avista. The implications vary with the buyer
of PGE's share, whether the TECWA sale closcs, and whether Centralia continuesto
operate. PGE proposes a strategy that minimizes the risk of loss to the customers. If the

. phntiuoldtoAvimapitdIossapddbythecustommeouldmgcﬁom_
$0.136 million to $1.152 million. If the plant is sold to TECWA, customers could
receweampmlgnmofasmmhu%lm:lhononcapmllonumuchu '
$12.1 million. PGE reasoned that the potential liabilities associated with owncnh:pwm

too great to risk not selling its interest at all.

5 Avista inzends to resell PGE's intarest to TECWA. Avista's offer to PGE is nat contingent oa the other
owners successfully completing their sales 1o TECWA. In fact, Avista is offering to purchase PGE's share
mdm&erkkofheTECWAnhMﬂychch;. ‘
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Capital Gain or Loss to

~ Scepario “Revenue Requirement
i Effect (ia millions) PGE (iu millions)
PGE sells to Avista
| TECWA sale does not -$0.105 decrease $1.152Toss
close
- {o TECWA sale closes $0.105 decrease “$0.136 loss
| PGE selis to TECWA
¢ TECWA sale closes "$0.105 decrease” $6.1 guin
TECWA sale does not $0.888 increaze $4.7loss
close and the plant
continues to operate '
e TECWA sale docs not $0.105 decrease "$12.1 loss
close and the plant is :
shut down
Positions of the Parties

Commission Staff. Staff belicves the Commission should choose the sale
which best benefits the customers. Staff explains that the Commission should consider
al] available information to evaluate the risks of whether the TECWA sale will close

- compared to the opportunity for the larger gains in the sale to TECWA.

Staff sees no difference in the revenue requirement effects from approval
of either UP 165 or UP 170, with the sale closing and Centralia removed from rate base.
The sale results in an inconsequential revenue requirement reduction of $0.105 million.®
The revenue requirement reduction (from removing the plant from rate base and

‘purchasing replacement power) is the same because Staff separates the revenue
requirement effect from the capital gains or loss effects.

Staff notes that PGE proposes no sharing of capital gaius or losses with
shareholders. Asamult.“mhmherule.custommbmmmtofmemkwmlethe

company wil] receive its net book investment.’

' Suﬂ"s analysis then focuses on the poteatial capital gains or losses under
scenarios in which PGE sells to cither TECWA or Avista. In Staff's view, the proposed
sale to TECWA provides higher benefits to customers bat it is more risky in the sense
that the sale is uncertain. The proposed sale to Avista requires customers to pay for |,

¢ I PGE salls to TECWA, the sals does not close, and Centralia continues 1 operste, the revenue

requirement increasas is $0.888 million.
’Staffmmdsdmmcommuionnﬂfolbwhpdkyfarzhnh;thmmdbsmmm
in Application of PGE for Appraval of the Customer Choice Plan, Order No. 99-033 (UE 102). The

memCWAmmdbcmmvElmm

BGUD-JsL-UUU

Page 33
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capital losses but avoids the potentially higher costs of continued ownership.

Specifically, Staff weighs the likelihood of the more risky $6.1 million capital gain from
a sale to TECWA against the likelihood of the less risky, and much smaller capital loss if
PGE sells to Avista,

in Staff's view, the primary risk facing the TECWA sale is that the
co-ownetsmnnotmeiveantbereguhloryapprovdsm:ytocloutheule. As
noted, the eight co-owners must obtain 21 approvals from various regulatory and
' govemmg bodies. See Appendix B. The only approvals that PGE must obtain 10 sell its
interest to Avisia are from the Oregon Commission and the Fedaal Energy Regulatory

Commission (FERC).

‘l'o assess the relative risk of granting one of the applications, Staff
calculated 8 breakeven point at which the sale to Avista and the sale to TECWA produce
equivalent benefits oc losses to customers on an expected value basis. For the purposes
of the enalysis, Staff assurmed the case where the losses to customers would be the
greatest; that is, if the sales do not close and Centralia will not operate. Aceording to
Staff’s analysis, if the probability of the proposed sale to TECWA closing is greater than
64 pcxcenk then the customers are better off with the TECWA sale on an expected value
basis.? lfthe probability is less than 64 percent, the customers are better off with a sale to

Avxsla.

Staff notes that the probability of the sale closing cannot be precisely
calculated. The Commission will have to estimate the probability of the TECWA sale
closing based on its experience and information that is available at the titne the record
closes. The stipulation between the partics provides that Staff may file reports up to
November 24, 1999. The reports would contain information on the status of ugulatory

approvals.

Staff recommends that the Commission approve the sale to TECWA.
because Staff can find no persuasive evidence in the record showing that the TECWA
sale is unlikely 10 close. Staff acknowledges that the numerous owners and required
approvals create some uncertainty, but notes that the co-owners have self-interest in
consummating a deal that provides them with above-book value. Further, Staff states that
PGE has not indicated any specific issue before a regulatory body that suggests that
approval will not be forthcoming. '

'Snl’GE’nKupmianJ
lnsm:m.tbcpomnwhichmemmmwﬂlumoﬂ'w&hnukmeWAmubw
“meutrfﬁeab&skhcbumdmhmwm Staff belioves i more likely that the
I plant will mﬁuuumirhcnbmhwclw.
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Citizens* Utility Board

CUB points out that PGE's application offers little or no guidance on why
" the various factors listed in the application might cause the TECWA sale to not close, nor
does it describe the effect these factors may have on the likelihood that the sale would not
close. CUB agrees with PGE and Staff that either option (sale to Avista or TECWA) has
nsks and unknowns.

_ CUBconéluduthnt.whrlextupombletommthemksoﬁbc'l'ECWA
sale not closing, there is no clear preferred option. CUB does not believe that the number
of sellers or the short approval times are significant factors. It belicves that the sellers
and regulatory bodies have an incentive to approve the sale in the form of an offer of an
above-book value. Similarly, CUB dismisses the concern that TECWA will reconsider.
TECWA would have to act in bad faith, and CUB believes that all indications are that
TECWA continues to be enthusiastic about the sale. CUB is also unconcerned about an
adverse court ruling in the SWPCA suit in King County. CUBbolicvcsthatthcpmia
contemplated this case as they negotiated the contract. While the economics of the sale
maybenﬂ'ectedbyanndverscnﬂmg CUB does not believe that the suit threatens the
sale.

CUBis eomemed. however, that PaciﬁCorp has an application pending to -
-sell its 47.5 percent share of Centralia. Apphca:ion of PacifiCorp for Approval of its
Share of Centralia, UP 168. PxcifiCorp is proposmg that shareholders keep 36 percent of
the above-market proceeds of its share of the plant.'’ CUB notes that one of PacifiCorp’s
opuons is to back out of the sale if it does not receive the regulatory treatment that it is
proposing. CUB states that this “possibility, however small,” makes it difficult to choose
from among the options in the PGE sale of Centralia.

CUB emphasizes that the Commission should apply public policy
- principles regarding the disposition of the gains or logses from the sale consistently
bctweenthePGBmdeﬁCorprcgardm their respective shares of Centralia.

DECISION |
Applicable Law
| PGE is an electric utility subject to the Commission's julisdiction pursuant
to ORS 757.005(1)(a) and 757.480. Centralia is a generating resource in PGE's rate base.

As a result, PGE must obtain Commission approval to scll dze&cdltytoextherAwsuor
TECWA. ORS 757.480.

"lnewhn.?ﬁﬁhwopuh;thnhmhmmdbbfwhmmhm !
value and book value. In other words, PGE proposes that customers abecch the entire cost if the plant sells
for less than book value and keep the entire gain if the plant sells for more than book value. |
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ORDER NO. 99;730
Standard for Approval

OAR 860-027-0025(1 L) requires PGE to show that the proposed sale of
thhn'\ullbcconsxstcntmththcpubhcmm

Suﬁ'mmpmthephme eonmtentwnhd:epubhcmm to imply a
“no harm™ standard in asset sale cases. Based on PGE's cost-bencfit analysis, Staff
‘ concludes that the sale to either TECWA or Avista meets the standard. Staff asserts,
howtvcr,thattthommnssionuuthontywdctmnewhctheup:madnsdels
consistent with the public interest also authorizes it to dmnmnewhach altemnative
proposal best meets the standard.

weag:eeuﬁmsmma:memwmmndudshoumapptyinmism.

Declsion

PGE, Staff, and CUB agreed, either implicitly or explicitly, that both sales
are consistent with the public interest. We agree.

" After reviewing all the information from the parties, we conclude that the
sale to Avista should be approved. PGE bhas made clear that it desires to avoid the risk of
thesalenotclosmgbyselhnaloAm PGE secks to avoid any further investment in

the plant and to avoid eonnngenctumocmedmththcplmt closing down.

Basedonthemformnnon before us, we cannot conclude that we should
override PGE's preferred option. First, PGE's decision appears to be & prudent business
decision based on a reasonable assessment of the risks and rewards of the two sales.
Second, none of the parties questioned the ressonableness of the sale price to Avista.
Third, the record provides no clear choice 23 to which transaction would be better for the
customers. Fourth, under either sale, the revenue requirement impact, including rate base
cffects, is of a minor magnitude. We agree that PGE should go forward with the sale to
Avista.

We also wish to make clear that we are not approving any particular rate
treatment of the gain or loss in this order. This filing is limited to PGE's spplication for
approval of the sale. Ratemaking decisions must be left to rate cases under ORS 757.210

- et seq. or proceedings authorized for that purpose under SB 1149.
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ORDERNQ. 99-730 i

ORDER
IT IS ORDERED that:

1. Portland General Electric Company s application to sell its ownezsl'up
' interest in the Centralia Generating facility to Avista Corporation is

approved.

2. Portland General Electric Company's application to sell its ownership
interest in the Centralia Generating facility to TECWA Power, Inc., is
denied.

3. The rate base effects of the sale to Avista Corporation ahall be
addressed in PGE's next material rate change. The amount of the
capital gain or loss should be included in a separate balancing account
for later disposition by the Commission.

4. The stipulation set forth in Appendix A is adopted.

NOV 20 1899

A request for rehearing or &#ffion must be filed with the Commission within 60
days of the date of service of this order. The request must comply with the requirements
of OAR 860-014-009S. A copy of any such request must also be served on each party

to the proceeding as provided by OAR 860-013-0070. A party msy appeal this order to
a court pursuant to ORS 756.580. ,
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BEFORE THE PUBLIC UTILITY COMMISSION SEP 16 199y

' STATE OF OREGON P oy G v 3 Loy

UP 165

In the Matter of the Application of JOINT MOTION OF STAFF, PGE, CUB
Portland General Electric Company .. | ANDICNU TO CONSOLIDATE UP 165
for the Approval to Sell Its 2.5 Percent AND UP 170, ADOPT PROCEDURAL
Ownership Share of the Centralia Generating | SCHEDULE AND STIPULATION -

" Plant to Avista Corporation

S1aff of the Oregon Public Utility Commission (Stafl), Portland General Electric
Company (PGE), Citizens Utility Board of Orcgon (CUB), and Industrial Customess of
Northwest Utilities (ICNU) hereinafter jointly referred to as the “Parties™, jointly move that
docket numbers UP 165 and UP 170 be consolidated; that the Commission adopt the procedural
schedule set forth in Attachment 1, and adopt the stipulation of the partics contained herein.

In support of this motion, the Parties state: In docket number UP 165, PGE secks
approva! from the Public Utility Commission of Oregon (Commission) for the sale of PGE's
2.5% interest in the Centralia Steam Electric Generating Plant (Centralia) to Avista Corporation
(Avista). [n docket number UP l‘fO. PGE seeks appmval,ﬁom the Coqurxission for the sale of
PGE's 2.5% interest in Centralia to TECWA Power, Inc, (TECWA). Because these propased
transactions both involve thle sale of PGE's interest in Centralia, the Parties beliéve that docket
numbers UP 165 and UP 170 should be consolidated. The parties have also settled certain issues
and hereby stipulate as folléws:

1. The Parties agree that docket numbers UP 165 and UP 170 should be consolidated.

2. The Parties sgree not to request a hearing in these consolidated dockets.

3. The Partics agree to the procedural schedule set forth in Attachment 1.
4

Writtm. testimony of the Parties will be received in evidence pur'suant tothis .

stipulation.

| Page 1 ~JOINT MOTION OF STAFF, PGE, CUB AND ICNU TO CONSOLIDATE UP 165

AND UP 170, ADOPT PROCEDURAL SCHEDULE AND STIPULATION

DBH/w/GEN29397 Depertmens of Sustice _ » APPENDO A

/1162 Caurt Strest NE
Suleen, OR 97310
(503) 3734620
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5. Staff recommends at this time conditiona) spproval of the sale of PGE's share of

Centralia to Avista as proposed in UP 165. Staff notes for Commission consideration that
another offer for PGE’s share of Centralia is outstanding from TECWA. The condition is that
the Commission not find the salc to TECWA better meets the statutory public interest standard.
The Parties understand that PGE supports the Commission spproving the sale to Avista.
|  6. If the Commisdion appmvaxhcapphcaummdocketnumbaUP 165, no Party
may raise in docket aumbers UP 168 or UP 170 the issue otwhaberPGE's sale to TECWA
better meets the statutory public interest standard.
7.  The Parties signing this Stipulation agree that nothing in docket numbers UP 165 or

UP 170, including testimony of the Parties signing this Stipulation, shall: (1) be cited or
construed as precedent or indicative of the Parties’ positions .on an issuc; or (2) be binding on
Parties in any other pmcoedms. including those before the Commission, the State of Oregon, or
the federal courts of the United States of America. This limitation on the use of this Stipulation
shall not apply to any proceeding to enforce the terms of any Commission Order arising from |

docket numbers UP 165 or UP 170
8. ThePu'naundumndtthGEueoumcmdlyboundwcloscmeuletoAvutufv

W 8 93 & v s W N

) et emé s .
> o =T oo - =

the Commission approves the present application no later than November 30, 1999. If the

- .
(- BN |

Commission issues such an approval order, the Parties agree not to oppose PGE’s withdrawal of
its application to sell its share of Centralia to TBCWA. '
9. The Parties agroe that in order 10 provide the Commission with the most current.

information regarding the status of the sale of PGE's ownership share of Centralia to Avists and
the sale of all ownership shares of Centralia to TECWA, Staff may file periodic written reports

" with the Commission regarding developments in such sales that occur after the filing of its
testimony on October 1, 1999. Such reports may be filed until November 24, 1999. Such
reponts will be factual in nafure and shall contain no opinion ot argument. Staff will provide all

© NN '
S I A~ T A -

Page 2 -JOINT MOTION OF STAFF, PGE, CUB AND ICNU TO CONSOLIDATE UP 165 |
AND UP 170, ADOPT PROCEDURAL SCHEDULE AND STIPULATION

DBH/rwe/GEN29397? ) ' : .
| DTe ot St NE ‘ APPENDIX A
Saem ORITID
(503) 3784620
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" "with the requirements of paragraph 9.

W 0 N O AW

- e
-0

i B . el

David B. Hatton, OSB #75151
Assistant Attorney Geaeral
Regulated Utility & Business Section
Oregon Department of Justice '
1162 Court Street NE, Room 100
Salem, Oregon 97310

Of Attomneys for Staff

—
[

—_ = gy .
®© I o » =2 L

——
O

Jason Eisdorfer, OSB #92292
Citizens’ Unility Board of Oregon
921 SW Morrison, Suite 511
Portland, Oregon 97205

Of Attorneys for CUB

N .
Noe oy

N NN
& 2 R 8

99

Parties with a copy of a report three business days prior to submitting it to the Commission. If
all Panties agree to the report, it may be filed with the Commission immediately. Any Pasty
objecting to any report may concurrently file its objection with the Commission.

ld. Such objections will be. limited to the inclusion, omission, accurscy or
characterization of any information contained in the report, unless the Staff report is inconsistent

t1. The Parties agree that this Motion may be executed in counterparts.
12. The Parties respectfully request approval of this Motion.
RESPECTFULLY submitted this _{ JTay of September, 1999.°

A. W, Tumer, OSB #99129
Assistant General Counsel
Legal Department _ _
Portland General Electric Company
121 SW Salmon, 1WTC1301
Portland, Oregon 97204

Of Attorneys for PGE

Melinda J. Davison, OSB #93057
Duncan, Weinberg, Genzer .

& Pembroke, PC
1300 SW Fifth Avenue, Suite 2915
Portland, Oregon 97201

Of Attomneys for ICNU

Page 3 -JOINT MOTION OF STAFF, PGE, CUB AND ICNU TO CONSOLIDATE UP 165
| AND UP 170, ADOPT PROCEDURAL SCHEDULE AND STIPULATION ‘
DBH/rwa/GEN29397 of '
| 15 b= APPENDIX A _

. ' Selam, OR 97310
) (203) 378-4620

EUOUDToATVVY

Page 40
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Partics with a copy of a report three business days prior to submitting it to the Commission. If

2 all Partics agree to the report, it may be filed with the Commission immecdiately. Any Party
3 objecting to any report may concurrently file its objection with the Commission.
4 10. Such objections will be limited to the inclusion, omission, accuracy or
5 characterization of any information contained in the report, unless the Staff report is inconsistent
6 with the requirements of piragraph 9.
7 1. The Parties agree that this Motion may be exccuted in counterparts.
8 12. The Paities respectfully request spproval of this Motion.,
9 RESPECTFULLY submitted this day of September, 1999.
10 '
il
. . 2>
David B. Hatton, OSB #75151 A. W, Tumez,
13 Assistant Attorey General
14 Regulated Utility & Business Section
Oregon Department of Justice . Portland General Electric Company
y5 1162 Court Strect NE, Room 100 121 SW Salmon, IWTC1301
Salem, Oregon 97310 : Portland, Oregon 97204
16 Of Attorneys for Staff o Of Attomeys for PGE
17
18
19
Jason Eisdorfer, OSB #92292 Melinda J, Davison, OSB #93057
20 Citizens’ Utility Board of Oregon Duncan, Weinberg, Genzer
921 SW Morrison, Suite 511 & Pembroke, PC
21" Portland, Oregon 97205 1300 SW Fifth Avenue, Suite 2915
22 Of A - Portland, Oregon 97201
D \V./!l— ~ Of Attorneys for ICNU
2 E IS |
24 SEP , 1999 |
' GENFRAL COUNSEL - |
25 DF" .. OF JUSTICE
2% L -2, OREGON
Page 3 ~JOINT MOTION OF STAFF, PGE, CUB AND ICNU TO CONSOLIDATE UP 165
AND UP 170, ADOPT PROCEDURAL SCHEDULE AND STIPULATION
DBH/rws/ . ' ' '
o297 e serenow A
‘ Salem, OR 97310

(500) 3184620
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Parties with a copy of a report three business days prior to submitting it to the Commission. If

2  all Parties agree to the report, it may be filed with the Commission immediately. Any Party
3 objecting 10 any report may concurreatly file its objection with the Cammission.
4 10. Such objections will be limited to the inclusion, omission, accuracy or
5 characterization of any information contained in the report, unless the Staff report is inconsistent
6" with the requirements of paragraph 9. '
? 11. ‘I‘hePuueugreethnttrusMononmybeexeanedmcounwrpm
8 12. The Parties respectfully request approval of this Motion.
9 RESPECTFULLY submitted this _/0*%Tay of September, 1999.
10
i1
12 _
David B. Hatton, OSB #75151 A. W. Turner, OSB #99129
13 Assistant Attorney General Assistant Geaeral Counsel
14 ‘Regulated Utility & Business Section Legal Department ,
Oregon Department of Justice Portland General Electric Company
1s 1162 Coun Street NE, Room 100 121 SW Salmon, IWTC1301
~ Salem, Oregon 97310 Portland, Oregon 97204
16 Of Attorneys for Staff Of Attorneys for PGE -
17 | . | . ‘ .
18 : -
19 ﬂ%&dg_
Jason Eisdorfer, OSB #92292 Melinda J. Ddvicon, OSB #93057
20 Citizens’ Utility Board of Oregon ~ Duncan, Weinberg, Genzer
921 SW Morrison, Suite 511 & Pembroke, PC
21 Pportland, Oregon 97205 1300 SW Fifth Avenue, Suite 2915
22 Of Attomneys for CUB Portland, Oregon 97201
Of Auorneys for ICNU ‘
23 ‘ '
24
25
26
ge 3 ~JOINT MOTION OF STAFF, PGE, CUB AND ICNU TO CONSOLIDATE UP 165
i AND UP 170, ADOPT PROCEDURAL SCHEDULE AND STIPULATION
- DBH/rwa/gen29397.doc Department '
B+ Yoemyer— APPENDIX A
! " Sk, OR 97310 -

b (903) 3784620
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Orcgon Department of Justice
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with the requircments of paragesph 9.
11. The Psrtics agree that this Motion may be executed in counterpasts.
12. | The Partics respectfully request spproval of this Motion.
RESPECTFULLY submitied this |4~ _ day of September, 1999,

Parties with s copy of 3 upoft three business days priot to submitting it to the Commission. If
all Parties agree to the report, it may bc filed with the Commission immediately. Any Party
objecting 10 any report may concurrently file its abjaction with the Camqtiuion.

10. Such objections will be limited to the inclusion, omission, accuracy or
.chum(qizntion of sny information contained in the report, unless the St‘af!’ report is inconsistent

A. W. Tumer, OSB #99129
Assistart Genieral Counasl
Legal Depactment
Portiand General Eloctric Oompmy
121 SW Salmon, IWTC1301
Portisnd, Orcgon 97204

Of Artomeys for PGE

Melinda ). Davison, OSB #53087
Duncan, Woinberg, Genzer

& Pembroke, PC
1300 SW Fifth Avenue, Suite 2915
Portland, Oregon 5720}

Of Anomeys for ICNU

Puge 3 -JOINT MOTION OF STAFF, !'OB, CUB AND ICNU TOQ CONSOLIDA‘!‘E ur !63

AND UP 170, ADOPT PROCEDURAL SCHEDULE AND STIPULA

DBH/rwi/QENIN307

of Jestice
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ATTACHMENT 1

PROCEDURAL SCHEDULE FOR CONSOLIDATED PROCEEDINGS
IN DOCKET NUMBERS UP 165 AND UP 170

Petitions to intervene duc
Staff and Intervenor testimony duc

PGE rebutial testimony duc and in-hand scrvice date for all parties.
PGE respouse to data requests due within three business days.

Opening briefs due and in-hand service dite for all parties.
Reply briefs for all parties due. |

. of Sastice '
106 Cowr Swet NE APPENDIX A
Salam, OR 97310
(903) 3734630
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AL)/WRi/avs® . . |  Mailed #/6/2000 .

" Decision 00-04-031 April 6,2000
* BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORMA

In the Matter of the Application of PACIFICORP
(U 901-E) for an Order Approving the Sale of its

- Interest in (1) the Centralia Steam Electric Application 99-08-05¢

Generating Plant, (2) the Ratebased Portion of the (Filed August 30, 1999)
Centralia Coal Mine, and(3)rehtedfldliﬂesmd : |
for an EWG Determination.

OPINION

L Summary

This order grants the Joint Motion of Pacificorp (Seller), TransAlta
Corporation (on behalf of the Buyers), and the Office of Ratepayer Advocates
(ORA) for Adoption of Settiement Agreement which approves the sale of Seller’s
Centralia Steam Electric Generating Plant and ratebased portion of its Centralia
Coal Mine located in Washington State to Buyers. The agreement provides that

the Seller shall provide a gross amount of $1.5 million of the net gain realized

from&xesdetoit;mxﬂ’un&liﬁonﬂnm

n Background | |

In Application (A.) 99-08-054, filed August 30, 1999 pursuant to Pub. Utl.
Code § 851, the Seller and Buyers seek a Commission order approving the sale of

| Sdlu’s.h\berutku (a)hwmwcma&\g?ln\tm&\gof

two generating units, each with 650 megawatt nameplate rating, and other
related facilities (Centralia Plant), u\d(b)hnwbuedpmﬂm(ﬂs%)ofﬁle
Centralia Coal Mine located in Lewis and Thurston Counties, Washington State
(Mine). The purchaser of the Centralia Plant is TECWA Power, Inc. ‘The
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piirchaser of the Mine is TECWA Fuel, Inc. Both purchasers are indirect
wholly-owned subsidiaries of TransAlta Corporation, a Canadian Business
Cbrporaﬁon Act Corporation. (TransAlta.) This application was filed on
August 30, 1999, and noticed on the Daily Calendar of September 10, 1999. ORA
.., .filed the only protest to the Application, but its protest was focused upon the
Seller’s proposal to retain all gain realized from the sale. ORA suggested that
Caﬁfomhntepaymﬂwulth\ﬂiegahMmmprotutSbhcale
itself. . |

' Pollowhgaprehnringoonfm;oehddh&nhu\dwoon
October 26, 1999, extensive discussions between the Seller and ORA were held,
leading to a duly noticed settlement conference held on Jarmuary 13, 2000. The
mmwmawdmmdoommmﬁlﬂupmpmd

Settlement Agreement was effectusated.

mmsmm&mmwmhsm« TransAlta and
ORA. The only party appearing in this proceeding not signing the Settlement
Agreement is the Coalition of California Utility Employers (CCUE). CCUE,
however, expressly states that it does not cbject to the agreement. o

The Settlement Agreement, including four attachments, is appended to
this decision as Exhibit 1. Ituhprodnctofexuﬁ\remgommbetm

SellerandBuyer,anditconfomwi&&euquofArﬁdulSSof

_ our Rules of Practice and Procedure. All active parties support the settlement.

' No party opposes it. The settiement meets the tests we outlined in SanDicgo
Gas & Electric Co. (1992) 46 CPUC2d 538 (Decision 92-12-019) in that: each party
is adequately represented; the interests of ratepayers have been asserted by ORA;

1o terms of the settlement contravene any statutory provision or any dedision of -
this Commission; and the settlement, together with the record in this proceeding,
conveys sufficient information to permit us to make an informed evaluation. The
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setﬂmuuahouldbeadwudmdﬂ\emodonfouppmvﬂofﬂ\emﬁm

shouldbegrmbd.
maddiﬁmmuummedmuusewkm,u

| appﬁaﬁmnqmu‘ﬁﬁihcmm&wmnqdndhﬁCWA

Powu,mc.toqualifyasmﬂxemptWholesahCamtor(EWG)pmsmmb
Section 32 of the Public Utllity Holding Company Act. (15 US.C. § 792-5a(c).)
EWG is a Federal Energy Regulatory Commission (FERC) classification
created by the Energy Policy Act of 1992 to help promote wholesale generation
competition. An EWG is exempt from the provisions of the Public Utilities

- Holding Company Act of 1935. Congress, in providing this significant

cxempﬁon,hopedtoopmlhewholedegumﬁonm:ketwmym

participants.

Fedaalshm:ndnguhhmmq\mwtﬂmmmmm
mdmmwghwlu’sdmofﬂuwm”&ut
TransAlta can file FERC application to become an EWG. The determinations are
“that allowing the facility (Seller’s share of the Centrslia Plant) to be an eligible
facility: (1) Will benefit consumers, (2) Is in the public interest, and (3) Does not
violate State law.” (15 US.C. § 792-5a(c).) . |

The Seller maintains that its application meets the three federal
requirements and that the Commission should issue the determinations. The
first two requirements are that allowing the Centralia Plant to be a wholesale
fadlity operated by an EWG (1) will benefit consumers and (2) is in the public
interest. Seller states that if the Commission approves the proposed sale of
Seller’s share of the Centralia Plant, it will no longer be in the Seller’s rate base.
The plant cutput will then be in the hands of a new supplier, increasing supply
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competition in the fegion and thereby benefiting California consumers.
Allowing TransAlta to operate the Centralia Plant as an EWG will benefit
California consumers and will be in the public interest.
The third requirement is that allowing the Centralia Plant to be an EWG
+ does not violate State law. Seller contends that no California laws address the
issues raised by this request, and none prohibit or ltmit the authority of
TransAlta to operate the Centralia Plant as a wholesale facility. )f the Centralia
Plant received EWG classification, no California State law would be viohwd.
memotdmt!usasclsmfﬂdmtaompponﬂ\eﬂndingssou@tby
applicants.
V. Environmental Matters
The application alleges that the proposed sale transaction 1o TransAlta is
 not subject to the California Envirormental Quallty Act (CEQA) (Sections 21000
et seq., CahfonmhlbhckesomcsCode) ‘.l‘hchcﬂiﬁubdngcoldmloandm
theStateofWuhhgtomandencgyDMau»upmhmhgnﬁmmm
appﬂmusasmsmofCEQAsmppﬂabﬂity :

V. Hearings | .
- Pmumwxdeél.ﬁn&nm?eﬂmhmlydemdm
Reso}uhonAlJl76-3022,Septunbe2,l999 that this is a ratesetting proceeding
that was expected to go to hearing. As the Settlement Agreement presented by
I‘ﬁieparuesduposesohﬂissuahthhpmmdh&wechmgehpunnmury
dewmuﬁonmmdforhadngtowwproﬁdchthumgpmnotuqulmd
(Rule 6.5(b).)
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A 99-08-054 Au/wm/.v's _

R Wﬁwrdwmww

, mmbh&tﬂemmtAthewdvedﬂuMym
penod punuant to Pub. Udl Code § 311(g)(2).

Findings of Fact |

1. As set forth in Exhibit 1, the parties have reached settiement on all issues in
ﬁdsproceedmg

2. The settlement is supported by the Seller, TransAlta and ORA.

3. No party opposes the settlement.

4. Thesettlemmtisnotdupodﬁveofmyhsueh&m

5. In the event of the closing of the sale of the Centralia Plant (incinding
Comumission approval for Exempt Wholesale Generator status of the sale
pursuant to Pub. UtiL. Code § 851 from the Seller to TransAlta, allowing Seller's
shmofﬁ'xeCe:malianmtbbedlgibhbcﬂﬂy (2) will benefit consuzners;
(b)umd\cpubhcmhuut,md(c)doanotviohhﬂaﬁehw

Conciusions of Law
L munkumtm»mmmmm“mmm
San Diego Gaa & Hlectric Co., supra.
2 ﬂusetﬂmmtaholﬂdbeadwbdu\dﬁ\emﬁonfmappmﬂof&n
settlement should be granted. |
3 mrequestedEWGﬁndhpnquuhdbyappﬂannhouldbemde.
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A99-08-054 ALJ/WRI/avs . o
ORDER

_ ITISORDERED that

1. The Settiement Agreement appended hereto as Exhibit 1 and agreed to by

Pacificorp (Seller), TransAlta Corporation and the Office of Ratepayer Advomtes
" is approved.

2 Mmumfotappmvalofﬁ\emwuismwd.

3. In the event of the closing the sale of Seller’s share of the Centralia Plant,
including Commission approval of the sale under Pub. UtL Code § 851, allowing
the Centralia Plant to be afforded Exempt Wholesale Generator status by Federal
Energy Regulatory Commission: (a) will benefit customers; (b} is in the public
interest; and (c) does not violate State law. :

4. Hearings are not required. .

5. Pacificorp shall distribute $1.5 million to customers In sccordance with
Section 111.C2 oftl\éSetﬂunentAgnemmt ,. |

6. Application 99-08-05¢ is closed.

nisorduhMe today. _
Dated April 6, 2000, at San Francisco, Califoenia.

LORETTA M. LYNCH

'HENRY M. DUQUE
JOSIAHL. NEEPER -
RICHARD A. BILAS
CARL W. WW‘D
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BEFORE THE IDAHO PUBLIC UTILITIES COMMISSION

IN THE MATTER OF THE APPLICATION OF

AVISTA CORPORATION FOR AUTHORITY CASE NO. AVU-E-99-6
TO SELL ITS INTE "IN THE COAL-

FIRED CENTRALIA POWER PLANT

IN THE MATTER OF THE APPLICATION OF

PACIFICORP FOR AN ORDER APPROVING

| THE SALE OF ITS INTEREST IN (1) THE
CENTRALIA STEAM ELECTRIC -

GENERATING PLANT, (2) THE RATE BASED
PORTION OF THE CENTRALIA COAL
MINE, AND () RELATED FACILITIES; FOR

CASE NO. PAC-E-99-2

DETERMINATION OF THE AMOUNT OF
' AND THE PROPER _ RATEMAKING
' TREATMENT OF THE GAIN ASSOCIATED
WITH THE ‘

SALE; AND FOR AN EWG DETERMINATION
| ORDER NO. 28186

- W W N wd et W Y wd e el | e we? e N N

On August 10, 1999, Avista Corporation dba Avista Utilities—Washington Water Power Division
(Avista) filed an A, lication with the Idaho Public Utilities Commission regarding the sale
byAvimdiul&ownenhipMinﬁnml-ﬁredeﬂhPowth.al40 watt
generation facility located in the state of Washi The facility is co-owned Avim:ls%).
PacifiCorp (47.5%), City of Seattle (8%), City of Tacoma (8%), Snohomish PUD (8%), Puget Sound
Energy (7%), Grays Harbor County PUD (4%) and Portland General Electric (2.5%).
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On August 12, 1999, PaCIﬁCOI'p dba Utah Power & Lx%t Company (PucifiCorp) filed an Apphcanon
with the Commission regarding the proposed sale ifiCorp of its 47.5% ownership Interest in
the Centralia Power Plant (and related fncxlma) and the rate based portion of its ownership interest in
the adjacent Centralia Coal Mine. PacifiCorp is the sole owner of the Centralia Mine.

The purchaser of the Centralia gencrating unit is TECWA Power, Inc. (TECWA Power) and the
purchaser of the Centralia Coaf Mine is TECWA Fuel, Inc. (TECWA Fuel), both Washington
corporations and both wholly-owned substduna of TransAlta Corp., a Canadian energy corporation.

As represented in their respective Applications, the owners of the Centralia facilities decided to sell

the assets due principally to the possible need for additional capital expenditures (sulfur dioxide

scrubbers and low nitrogen bumners) to meet air emission requirements and the potential impact of

U.S. electric utility industry deregulation treads on the for recovery of utility plant-in-
sa'vxccmvesmzmt'l'bepmdmepneeofthe%h ty as reflected in the C ia Plant
Purchase and Sale Agreement is $452,598,000 ofthecotluumunﬂectedmthe

CentnluCoaleerchucmdSachg'eementuSlOHOOOOO The gross purchase prices are
subjecnoccnmn ad;usmenu which must bemcmpomedmmyulmlmon of pet guin.

PacifiCorp and Avista scek a Commission to Section 32(c) of the Public Utility
Holding Company Act of 1935 EUCHA) ( ified at 15 US.C. § 792-5:(c)) classxfymg the
Centralia Power Plant as an "eligid . thus allowing the to operate the plant as an

Exempt Wholesale Generator (E O)unda-fed.enllaw An EW wemptﬁomthepmvmomof.

PUCHA. Specifically, the utilities seek a Commission determination that tion of Centralia as an

"eligible facility" [i.c., to be owned by an EWG] ugg:nle (1) will bene coasumers, (2) is in the |

publc ieres, d (3 docs not vioai se '&‘:, iy
termination. pmcmmg, state, u nnponnnt a
TransAlt, it is explained, cannot commence pr _ onwdthdael-‘edenlﬁncy
B qumonoﬁhacgewtnonmetsu
“ehgible facilities® and TECWA Power as an "Exempt Wholesale Generator” until the Commission
humndcthcthmedctammaﬂomnqmdbyfeduﬂmne Tbcunhnuukthnm
determination be made prior to and contingent upon the required approvals of the sale. As
completion of sale cannot take llcewuboutthexelcvmtm , it is represented
that this assures tbacc&tmmnomwtnnotmudgeﬂ\em epmposedaleunda-

1daho statutory

The Applicmons filed by PmﬁCorp and Avista include copies of the Centralia Power Pilant
Purchase and Sale Agreement, Centralia Coal Minc Purchase and Sale Agreement, other transactional
docmmunndpnﬁhdmmofmmywmm

On A 31, 1999, the Commission in Case Noia, AVU-E-99-6 and PAC-E-99-2 issued a
consoli Notice of Reguest for Determination of EWG “eligible facility™ status and Modified

the Cwu:dlnmNoneet%;gl o fo%demu?n pmpouwdfmbaequ::c o of
ia generation unn " for o an
ExemptholeuleGenmw fedanlhwwummethnemddbe-ddlmz
written submuuonmhaﬁnnb};’hemng Commission Rules of Procedure, IDAPA
31.01.01.201-204. The deadline written comments regarding EWQ determination and
pro use of Modified Procedure was ber 24, 1999. Commission Staff was the oaly party

to file comments.
In its comments Staff states the following:
Comm:monSuﬁ'hlsuviemmcrefermcedUS Coclt:llngmzel!gmtllgv
interests

thhonﬂeGewam(lSUSC.A 792-5a). The ownership
Avista and PactﬁCorpmtthmmha coal- geneunon facilitics are s part of

Page 52
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each utility’s rate base in Idaho on which each receives a return on investmentand
are now and have been included in the rate base of each utility since or prior to

October 24, 1992.

For Centralia to be considered as an cligible facility by FERC for EWG status, this
Commission is required to make a specific determination that allowing such a
facility to be an “eligible facility” (1) will benefit consumers, (2) is in the public
interest, and (3) does not violate state law. The third requested determination is

the most straight forward. Based on its review of the Idaho Code, Staff
represents that it has di no Idaho laws that address the issucs raised
this request, and none prohibit or limit the authority of TECWA Power as an EW!
to operate the plant as a wholesale facility. '

;l;hemmﬁnsfmqmwd dewmin;:x’ons (1) end (2) are more problemaﬁ:..' Scaff is
mi its investigation, outsmd.itﬂpmd\:non' requests, to
decidewhcthgrilt ga?epropooedule hnyetwmthebencﬁygto

supported by a be thﬂthlyhfthe rate based generation facilities
aﬂatbcsa?eyu'eligiblefacilitia'f or EWQ status determination will both benefit
the consumer and be in the public interest. - ,

Comniialon Findings

As set forth in the Application, TransAlta intends to seek FERC approval to o the
Centralis facilities with Exempt Wholesale Generator status. Because the Centralia facilities are
cmmdyinmentchmofPuiﬁCmpmdAvisuforthdrjmisdicﬁowuluofelech‘icitzé;this.
state, 15 U.S.C. § 792-5a(c) requires that TransAlta include in its EWG application to C. a
statement that this Commission has determined that allowing the to be a wholesale facility
opaned!:ymEWG'(l)wiubmcﬁteonsm(Z)isinthe lic
stgtglaw.luusngthcrequmdBWGdemimgion.we willnotpucludemﬁom
raising, addressing or resolving imitati be
applied in resolving whether to thﬂahWWh
any gain realized as a result of the sale. The requested EW ination, we find, can be
conditioned upon final val of the proposed sale. We find that an EWG determination will have
no precedential effect with respect to approval ied i
resolving whether to approve the proposed sale, or inati

we decline to ultimately approve the proposed sale, the EWG determination will become null and,

void.
The Commission continues to find Modified Procedure mthe issue of EWG "cligible facility”
status to be reasonable. Reference IDAPA 31.01.01.201-204, Commission has junsdiction over

‘the Idaho rates and charges of Avista and PacifiCorp. A portion of the respective rates and charges
for each utility represents recovery of rate bue(z:iogvmt in Centralia generation and/or mine

1

i
E
|
%
E



Unofficial

FERC~Generated PDEF Of ZUUDULLY-UL4/ KECE1lVEU DY [LKU UDLL VL/14/4VUVUD LIl UUCATLRY .

BUOVI T IATVVWY

Application ExhibitNo. 6

facilitics. Based on the ﬁlin&s of record in Case Nos. AVU-E-99-6 and PAC-E-99-2 the Commission,

finds it reasonable to issue the determination required under 15 U.S.C. § 79z-5a(c) conditioned upon
our final and/or ultimate approval of the proposed sale of the Centralia facilities.

CONCLUSIONS OF LAW

The Idaho Public Utilities Commission has jurisdiction over the Applications of Avista Corporation

dba Avista Utilities~Washington Water Power Division and PacifiCorp dba Utah Power & Light

Company, electric utilities, and the issues presented therein pursuant to the authority and power

gngtled%%d;r'ﬁtle 61 of the 1daho Code and the Commission's Rules of Procedure, IDAPA
1.01.01.000 et seq.

"ORDER

In consideration of the foregoing and as more particularly described sbove, IT IS HEREBY
ORDERED and the _Commission does hereby make the following determinations: ‘

1. Avista and PacifiCorp’s Applications for 2 determination under 15 U.S.C. § 792-58(c) are granted
conditioned upon s Commission Order mmg the proposed sale of the Centralis facilities. If the
Commission not ultimately issue an in these cases approving the proposed sale, this EWG
determination will be null and void. :

2. The Commission retains jurisdiction over the subject matter and Avista and PacifiCorp to

effectuate the provisions of this Order.
DONE by Order of the Idaho Public Utilities Commission at Boise, vIdaho. this
day of November 1999, | '

DENNIS S. HANSEN, PRESIDENT

MARSHA H. SMITH, COMMISSIONER

Page 54
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ATTEST:

Myma J. Wailters
Commission Secretary
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BEFORE THE IDAHO PUBLIC UTILITIES COMMISSIO!

IN THE MATTER OF THE APPLICATION OF ) |
PACIFICORP FOR AN ORDER APPROVING )  CASE NO. PAC-E-99-2
THE SALE OF ITS INTEREST IN (1) THE )
. CENTRALIA STEAM ELECTRIC )

GENERATING PLANT, (2) THE RATE BASED )

PORTION OF ITS CENTRALIA COAL MINE, )

AND (3) RELATED FACILITIES; FOR A )

DETERMINATION OF THE AMOUNT OF AND )

THE PROPER RATEMAKING TREATMENT

OF THE GAIN ASSOCIATED WITH THE SALE; -

AND (4) AN EWG DETERMINATION. ) ORDER NO. 28296

On August 12, 1999, PacifiCorp (Company) filed an Application with the Idaho
Public Utilities Commission (Commission) regarding the proposed sale by the Company of its
47.5% ownership interest in the Centralia steam gencrating plant (and related facilitics) and the
47.5% rate based portion of its ownership interest in the Centralia Coal Mine. The purchaser of
the Centralia generating unit is TECWA Power, Inc. (TECWA Power) and the purchaser of the -
Centralia Coal Mine is TECWA Fuel, Inc. (TECWA Fuel), both Washington corporations. and
both wholly-owned subsidiaries of TransAha Corp., a Canadian energy corporation with $5
billion (Canadian) in assets and guarantor of certain obligations and duties undertaken by
TECWA Power and TECWA Fuel. TransAlta is the leading producer of independent power in
Canada. TransAlta generates about 4,500 megawatts of clectricity anmually. About 95% of its
producumlstbamd(coal)lndthemmduuhydmelecm

mCompanysApphmonxncluduoopmofdnCmmhapowplmthmhm
and Sale Agreement and Centralia coal mine Purchase and Sale Agreement, other transactional
documents and the prefiled testimony of company witnesses C. Alex Miller, Managing Director
of Planning; Dr. Roger Weaver, Director, Regulatory and Strategy Support; and Ann E. Eakin,
Vice President Regulation.

PmﬁCmpwebaCommunonOrduamovmathealcofdnCompmy:m
in the Centralia steam genemating plant and the rate based portion of the Centralia coal mine.
Citing /daho Code § 61-523~-Valuation. PacifiCorp also secks a Commission Order adopting

- ORDER NO. 28296 .
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~ the Company’s methodology to calculate the gain associated with the sale and the proposed

ratemaking treatment of the gain.
APPLICA‘I’ION—BACKGROUND

Descr(pdou of Plant and Mine
The Ceatralia plant is coal-fired and has a gencration capacity of 1,340 megawatts.

Theplamwhxchulocatedancmmlu,Wuhmgtoncnwcdmccml972mdcanmtsof
twoswamumtsﬂmconsmnebcmeen50t060mnlhontonsofcoalmnuallyatanavmge

capacity factor of approximately 70%.

PacifiCorp owns a 47.5% interest in the power plant. The other seven co-owners of

the power plant and their ownership shares are: Avista 15%, City of Seattlc 8%, City of Tacoma
8%, Snohomish PUD 8%, Puget Sound Energy 7%, Grays Harbor County PUD 4%, and
Portland Genera] Electric (PGE) 2.5%.

The plant’s primary source of coal is the mine located adjacent to the plant site. The
mine is owned by PacifiCorp and operated by its wholly-owned subsidiary. Over the last 10

years, 75 to 100 percent of the coal burned at the plant has come from the mine, with the

remaining coal irported by rail from the Powder River Basin in Montana and Wyoming. The
coal produced by the mine has had an average heating value of approximately 8,000 BTUAb.,
rooisture content of approximately 20%, ash content of approximately 16% and a sulfur content
of approximately 0.7%. -
Plant Environmental Requirements

Pursuant to plant operation agreements, capital budgets, including capital
expenditures required to meet eovironmental requirements, require unanimous approval of the
owners. The Centralia plant operates under the jurisdiction of the Southwest Air Pollution
Control Authority, a regional air quality agency established under Washington law. The plant is
required o apply Reasonable Available Control Technology (RACT) to imit the emission of air
contaminants. PacifiCorp has been advised that the plant SO; and NOx emissions exceed

' ai:cepuble emission levels. To reduce emission levels the piant must implement coatrol

measures and install control equipment by December 31, 2001. | -

ORDER NO. 28296
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Because the plant owners were unable 1o reach conscnsus regarding the capital
investment required to comply with the RACT order, Centralia was put up for sale. If the sale to
TransAlta docs not close, the Centralia owners will need to vote to determine whether to
continue operation and comply with emission reduction requirements or close the plant.

Mine Reclamation ‘

Thcanuﬂmculmmisopentedmmcmgdmyamhmtyofﬂ:ew

Ofﬁccome'facehﬁmng(OSM) Evctymxmpermxt.mcludmgCenuﬂns.humlpmved

reclamation plan. Rechmanonxsaprocasofmnnmglmdthathnsbecnmmedto
approximately its pre-mined state. There are situations, however, in which the regulator will
permit the creation of lakes or other land contours not present in the pre-mined state. The
Centralia mine is considering applying to the regulators for approval to create lakes,

Current and final reclamation costs are generally included as a cost of mining coal.
These costs are cither accrued on a company's financial books (as PacifiCorp does), or funds are
put in a trust. The ultimate cost of final reclamation for the Centralia mine depends on many
factors and is uncertain. Astodywucommiuiomdmde@umimmepomﬁdcol_u.whicb

study determined couldvarywidel»ydepcndinaon:hcreclamsﬁonmethod’med. Reference

Miller testimony Table'l. The Office of Surface Mining has the final say on what reclamation
methods are acceptable. Should the plant be sold to TransAlts the reclamation Liability and the
accrued reclamation balances transfer to the new owner. |

As represented in the Application, the owners of the Centralia facilities decided to sell

the asscts due principally to the noed for additional capital expenditures to meet new emission
requirements and the potential impact of US electric utility industry deregulation: trends on the
pmspectformovayofuﬁlityphnt—in—saﬁeelnvuw The gross proceeds from the sale of
ﬂwgcnmnngfamhtymdthemhnwmanoumdbamtbegmnngplmtmof
$452,598,000 and coal mine price of $101,400,000.
Sale Proceeds—Gain on Sale
mmmmmwwmdeMmmu
incorporated in any calculation of net gain. PacifiCorp’s share of the gain associsted with the
sale is estimated 10 be spproximately $83 million on a system-wide basis. (Exhibit Miller 1.7)

t
o

' ORDER NO. 28296 '
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.k

~ transaction.

The actual dollar value ot'thc net gain on the sale will not be finalized until the close of the

As reflected in the Application, PacifiCorp will receive its book break-cven value for
the mine. This will remove the mine from PacifiCorp's books with no eamings impact, and no
gain on sale of the mine. The book break-even value was estimated at about $101 million at the
time the Agreements were signed, and is the value used in the mine Sale Agreement. The break-
evmvaluewxll be trued-up and audited at the time of closing.

ﬂeumuungproeeedswﬂlbesphtnmongtheowncmbusedonthcuplam

ownership pcrcmragu. PacifiCorp will receive approximately $215 million for its portion of the

plant. Total proceeds to PacifiCorp will be about $316 million for the mine and its share of the
plant. | : '
Replacement Power Strategy

Centralia was originally conceived as a seasonal-use generating station. However, as
reflected in the Application, the plant has been dispatched as a base load facility over most of its
service life. Capacity factors have averaged 70% over the past five years, with a high of 84% in
1994. Availsbility over the last five years has averaged 88%. The plant produces about four
million megawatt bours annually for PacifiCorp. Without Centralia, PacifiCorp intends to
balance its loads and resources with market purchases. |
Financial Impacts of Sale ' |

The Company's snalysis shows the nct present value of the revenue requirement
associsted with selling the plant is lower than the et present value of the revenue requirement
associated with keeping the plant over the short, medium and long term. Sale of the plant and

>m!ne.theCompnnycom¢nds.pmvida,mt¢rcemimy of benefits to customers, because

kecping the resource exposes customers to significant risks of additional cost increases in the
lprownudﬁpismhed.theCompanymwthnﬂgphmﬁnbemﬁmd

with scrubbers to meet pollution control requircments and continue to run through its remaining

life till 2023. If the sale closes, the Compeny forecasts that replacement power will be purchased

from the wholesale market unider medium, low and high market prices over the remaining life of

the plant. The customer portion of the gain is reflected in the studies as a revenue requirement
reduction. a

ORDER NO. 28296
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Under the Company’s medium market price forecasts, customers are better off if the
plant is sold. The Company contends that its analysis is conservative and does not incorporate
all the signiﬁcam cost exposures and uncertainties related to continued ownership and operation
of the plaht and mine—joint ownership issues, additional reclamation costs, additional poliution
control mitigation costs and temporary or permanent closure of the plint and/or mine. In

. .addition, the Company contends, coatinued ownership could be impacted by potential future CO;

taxes, potential increased force outage rates and higher maintenance costs for an older facility.
As with any forecast, the Corapany recognizes that the longer forecast period tends to
exacerbate forecast inaccuracies. Accordingly, there is less certainty with data in the later years
of analysis. Recognizing the uncertainty of long term forecasting the Company also estimated a
net present value revenue requirement benefit of selling versus keeping the plant using the
medium market prices over a ten-year period. The results project that there are $39 million of
nct present value revenue requirement reductions in the sell case when compared (o the keep
Under the Company's analyses the first year 10 show that keeping the plant is less

expensive than the medium market replacement purchases is 2010. The Company also assessed
the ramifications of the sale on the BPA Residential Exchange Program and concluded that it is

unlikely that the effects would lead 10 a different realized level of benefits.

Proposed Disposition of Gain
Asmtedabovc,PacxﬁCo:pwxllnotrulmmymmlnadtomeoftbemne
PamﬁCoxpunmatcsthutn\_muralmanemmdmofappmnmly $83

million on a system-wide basis associsted with its 47.5% owpership share of the plant. The

ncnnldouarvdueofthenctgmondwuleoftheplmwxﬂnotbeﬁmlmdmnlthecloaeof
the transaction.

proposed sale of the plant:
) Tbetoulnetgunwooldbeshuedbetweencusomusmdshnnholduucomm

‘with the deprecistion reserve method
* ﬂmmﬂhodologymdumcﬁommmvmg“l?%oftbcwgmn.mdthe
shareholders receiving 35.83% of the net gain.

~ ORDER NO. 28296 )
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- Depreciation Reserve Methoddop’
- The deprec:anon reserve methodology is based on the relanonslnp between net plant

and gross plant. This relationship establishes the percentage of the capital costs of the plant that
have been recovered over time through customers’ prices and the pacentage of these costs that
remain on the Company s books. These percentages are then muluphed by the overall gain to0
establish the sharing ratio. (Exhibit Eakin 3.1)

~ The rationale behind this methodology, the Company contends, is straightforward and
balances the interests of customers and sharcholders. The Company's propaosal acknowledges
that over time customers have repaid shareholders for a portion of the up-front capital through
their electricity prices. The methodology also recognizes that sharcholders continue to bear the
risk of recovering the undepreciated portion of the generating facility.
Proposed Ratemaking Treatment of Gain '

PacifiCorp proposes to use the customer portion of the net proceeds of the sale to
write off gencration-related regulatory assets, thereby reducing the Company’s rate base. The
Company proposes to record this write off in the year that the transaction closes. |

mwmmnhmymbmcﬁumby
immedistely reducing the Company’s sate base and, by extension, the Company’s revenue
requirement. This reduction to revenue requirement, the Company comtends, will be reflected in
its future results of operations, and will mitigate the upward pressure in customer prices. In
future rate cases, the reduction in revenue requirement will be flowed through to customers.

PROCEDURE
On September 7, 1999, the Commission issued a Notice of Application and
establishod a September 17 deadline for intervention. No Petitions for Intervention were Gled.
The Commission in its Notice also solicited comment on the Company's proposal to process its
Application pursuant to Modified Procedure, i.c., by written submission rather than by hearing.
Reference Commission Rules of Procedure, IDAPA 31.01.01.201-204. The deadline for filing
written comments regarding the Company's proposed use of Modified Procedure was
* September 30, 1999. The Commission Staff was the only party to file written comments. Based
on its preliminary review Staff supported the Company's request to process its Application
pursuant to Modified Procedure. : :

ORDER NO. 28296
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The Commission Notice of Modified Procedure was issued on October 26, 1999. A
December 3, 1999, deadline was established for filing writen comments regarding issues
presented in the Company’s filing pertaining to the sale of its Centralia facilities, calculation of
the associated gain, and rclated ratemaking treatment. The Compnny was pe:mmed to file reply
comments by December 30, 1999. _ :

In its findings the Commission noted that the Company in this casc also requested a
Com:mss:on determination regarding classification of its Centralia generation facility upon sale
as an “eligible facility” for purpose of subsequent operation by an exempt wholesale generator
(EWG). This matter was handled by separate notice issued Auguat 31, 1999, and was not the
subject of further comment. The Commission’s Order No. 28186 regarding “eligible facility”
status issued on October 26, 1999.

STAFF COMMENTS
mCommlsaonSuﬂ'wutheonlypmytoﬁlccommcwsmthuwe In its
comments Staff addressed: (a) prudence of sale—reclamation risk, multiple-owner risk,
economics (cost of replacement power, cic.); (b) gum—dollnr calculahon and rexuhtory
treatment. :

Economic Analysis '
Staff notes that according to PacifiCorp’s 1997 lnwgmedkcmel’lm(lkl’)the

Centralia coal-fired power plant rcprescats spproximately 6.4% of the Company's existing

summertime capacity. The IRP further states that the Company also plans for a 10% capacity

reserve margin. The loss of Centralia, Staff contends, represents a significant portion of the

Company'sumandmuubereplwéd. To that end, Staff notes that it is the Company’s
stated intention o balance its loads and resources with market purchases. The Company utilized
its power supply model to estimate the economic impact of removing Centralia from the
Company's resource stack. The change in power supply revenue requirement with and without
Centralia is then projected through the year 2023 and combined with the capital recovery
menuereqtﬁrﬁncmfortbempaiod. The net present value of the stream of revenue
requirements with and without the Centralia power plant and coel mine are then calculated. Staff
concludes that the Company's analysis methodology demonstrates a sensitivity and potential for
inaccurately projecting the economic impact of the sale. In fact, Staff contends that selection of
just a few critical varisbles can determine whetber the: Company’s net present value economic

" ORDER NO. 28296 '
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.~ analysis results in sale benefits or cxpenses. A comparison of the power supply revenue
requirement with and without Centralia shows that six components included in total power
supply revenue requirement change whea Centralia is replaced. They are (1) secondary sales, (2)
secondary purchases, (3) wheeling costs, (4) other thermal plant fuel expenses, (5) Centralia fuel
expenses, and (6) Centralia energy and capacity purchases. All of these components entail
assumptions. Changes in any .q_g the assumptions affect not only the long-term economic impact
of the sale but the short-term economic impact as well.

Qualitative Analysis |
SuﬁnotestﬁatinlddiﬁonmeconomicmsonsudvmwdbymeCompmy.dn -
Company also describes qualitative benefits to be derived from the sale. These are potential
benefits that fcsdt from eliminating the uncertainties surrounding rultiple owners of Centralia
~ and elimination of the cost risk associated with mine reclamation. Staff recognizes the potential
risk associated with both of these issues but, like the Compeny, has no way of determining how
serious these problems might actually be. |
" Staff believes that by making assumptions within a reasonable mnge, & net present
value economic analysis can either justify or preclude the sale of Centralia. Although the
Company has definitively chosen to replace generation with market purchases, Staff contends
Mﬁwupmmmommwsﬁnmmmmmgeofm’bkmmm
coal escalation rates and capital investment scenarios. The qualitative sale benefits described by
the Company, Staff states, are simply not quantifiable at this time. Ultimately, however, Staff
concludes that the decision to sell Centralia must be based on judgment regarding future
conditions. Stuff believes that the Company should be allowed to exercise its business judgment
regarding the significance of the economic projections and in addressing the qualitative issues. .
‘ Suﬂ';ecommendsthntheulebelllowedtomd. ‘ '
Accounting Rules and Regulations—Treatment of Gain
_ Staff in its comments detnils accounting rules and regulstions for the treatment of
 gain on the sale of s utility asset setting out applicable sections from the Federal Energy
Regulatory Commission (FERC) Uniform System of Accounts prescribed for public utilities.
The accounting entries for the sale of deprecisble property in textbook terms, Staff
contends, would be to debit the cash account for the purchase or sale price of the property; credit '
the property asset account for the original cost of the asset; debit the accumulated deprecistion
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account for the amount of the accumulated depreciation associated with the property; and credit
gain on disposal of the property. If the sale resulted in a loss, loss on the disposition of property
would be debited. The appropriate regulatory commission, Staff states, would determine the
ratemaking treatment of any gain or loss. :

The Company, Staff notes, has provided workpapers and assumptions used in
,palculwonoftheregulatorypmonuleoftthmhafncﬂny Swuff has reviewed the
supplied documents and agrees with the Company's calculstion of the gain. The Company
determined the customer portion of the gain, Staff states, using the depreciation reserve
methodology. This methodology is based on a ratio of the depreciated plant to the total plant,
and Staff contends is consistent with the Commission’s prior Orders that speak to the distribution
on the gain on the sale of a utility plant asset. The perceatage allocsted to customers is the
percentage of depreciated plant to gross plant. The percentage allocated to shareholders is the
remaining ratio based on undeprecisted plant. Idaho customers will receive 64.17% of the gain,
and sharcholders the remaining 35.83% of the gain. While the total customer portion of gain is
$53,042,987, the Idaho jurisdictional portion is 0.291%, or $154,373 using the phased-in full
rolled-in interstate allocation method, with two years (as of December 31, 1999) of the five year
phase-in included in the calculation of the 1daho jurisdictional gain. The Idaho jurisdictional
portioaistelni\'relysmnﬂsinéetheCcnualiaplnnmdminemhotinclud,edinldabo'sm
base until 1990 following the PacifiCorp/Utsh Power & Light merger. ,

PamﬁComhaspmpowdthntﬂnctmmerpormnﬁomﬂnmofthesdebemedto
write off generation-related regulatory assets. The Company in its Application does not specify
which accounts would be charged. mcmmmmmmmmmm‘
of utility assets in various ways: return to ratepsyers through a bill credit, offset expenses, make
special contributions to other sccounts (‘.e..ﬂ:e!d_nhoUnmulSewwcFmd).vammﬂzetbegm
overapcﬁodofyem,orchnge(mse)wcumnlmddepmcinﬁmoroﬂ'utphmhvm
as propased by PecifiCorp. '

mmmmmmmmmmmofmcmmu '
used to offset steam generation assets. The accumulated depreciation account associated with
steam generation should be charged. This, Staff contends, will reduce the rate base and the
associated revenue requirement. This reduced revenue requirement. will be reflected in the
annual Idaho jurisdictional reports required in the merger that Staff will audit. '

' ORDER NO. 28296 -
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PACIFICORP REPLY COMMENTS
PacifiCorp’s reply comments focus on two specific recommendations of StafY:

‘1. That “firm purchases meade by the Company be monitored on an
annual basis in conjuction with the required merger reports until the
Company's next general rate case” .

2.  That the gain from the sale of the Centralia facility be used to write off
steam generation assets by charging the “accumulated depreciation™
account associated with steam generation. This would reduce the rate
base and the associated revenue requirement.

Difficulties in Monitoring Future Market Purchases

'To the exteat that a future firn market purchase is specifically tied to the
replacement of Centralia Power, PacifiCorp admits that Staff's requirement is straight forward.
Howcvcr.th:Comymusthnhisimpqmtmrecopinthulo.dsmdmwﬂl.be
balanced through the redispatch of its system as well as through market purchases. Further
activities may also affect the Company’s future need for resources. As such, Centralia,
PacifiCorp notes, is not likely to be replaced with in-kind purchases of similar size and shape.
Recommendation for Treatment of Gain | : | ‘

PacifiCorp does not belicve that “sccumulated depreciation™ Account 108 is the
proper account to use. PacifiCorp believes that it will be administratively easier to track the
return of a gain to customers through reduced steam gencration rate base by crediting Account
114.5 “Electric Plant Acquisition Adjustments,” Yampa Project.

Consistent with Staff’s proposal, the Company’s proposal to credit Account 114, it
states, will result in an immediate reduction of steam generation rate base, and will reduce the
amortization over the 22 1/3 year remaining life (of Yampa), which is equivalent to the Centralia
life. According to FERC regulations, Account 114, “Electric Plant Acquisition Adjustments,” is
used for the difference between cost to the utility of electric plant acquired by purchase, merger,
-consolidation, liquidation, or otherwise and the book value of the property. PacifiCorp requests
that the Commission authorize the Company to reduce rate base by writing off from Account 114
mmomtmmmema’sm_ofdnmﬁomthenleoftthmﬂhpl;nt.
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COMMISSION FINDINGS

The Commission has reviewed and considered the filings of record and comments in
this case. We have also considered the Company's most recent Integrated Resource Plan (IRP),
its capacity‘ma've margin and the cffect of the sale on the Company's power supply.

PaciﬁCorp requests Commission approval of the sale of the Company’s interest in

‘ the Centralia steam generating plant and the rate-based portion of the Centralis coal mine. In
support of the transaction, the Company advances both quantitative and qualitative reasons. We
agree with Staff’s observations regarding the sensitivity of the Company’s economic analysis to
small changes in critical assumptions, We also recognize the vagaries inherent in long-term
forecasting. The Company’s decision to scll in this case was the result of its assessment of
operational constraints, of future risk and cost and an attempt to minimize that risk. Staff has
characterized it as an exercise of business judgment. We agree. Based on our review of the
recordmthxsase,weﬁndnocompellmamtodmpprovethepmpweduleoftthmnlu
generating plant and mine. We accordingly find it reasonable to approve the sale.

_ The transaction has been structured in such a way that the Company will realize no
regulatory gain on the sale of the mine. We find the depreciation reserve methodology proposed
by the Company to be a reasonable method for distribution of gain associated with the sale of the

" Centralia plant. Under this methodology Idaho customers will receive 64.17% of the gain and
shareholders the remaining 35.83% of the gain. The Idabo jurisdictional portion under the
transmission/distribution formula is 0291%. The Idaho customers’ portion of gain is
approximately $154,373 (subject to adjustment at closing).

The amount of gain allocated to Idaho customers related to Centralia is 30 very small
that & rate adjustment to account for the gain not oaly is not required but is practically spesking
impossible. We agree with the Compeny’s proposal to use the gain to offsct stcam generation-
rehtedregumoam The Company specifically proposes the use of a Colorado-Ute related
sub account for Yampa, Account 114.5. We note that the Yempa facility bas not been addressed
mamewcbefmthuCommionmdﬁndtl'wmposedomambemwom.
Reference Commission Order No. 24077, Case Nos. PPL-E-91-2, UPL-E-91-4. Instead, the gain

. is to be accounted for separately as a generic offset 10 asset accounts, Account 114 XX -
Centralia sale, until the next rate case. .

ORDER NO. 28296
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The Company has not proposed nor do we make any rate base adjustment in this case
related to the loss of Centralia as a Company-owned resource. We will address the regulatory
and rate base adjustments for Centralia in the Company’s next general rate case when removal of
the resource can be viewed in context with all related revenue, expense supply and operational

ramifications.

CONCLUSIONS OF LAW
The ldaho Public Utilities Commission has jurisdiction over the Application of
- PacifiCorp dba Utah Power & Light Company, an electric utility, and the issues presented in this .
case pursuant to the authority and power granted under Tide 61 of the Idaho Code and the
Commission’s Rules of Procedure, IDAPA 31.01.01.000 et seq.

ORDER
In consideration of the foregoing and as more particularly described and qualified
above, IT IS HEREBY ORDERED and the Commissicn docs hereby approve the sale by
-PamﬁCo:poftbeCompanysmmhdqudumgcnertungplmtto'I‘ECWAPom
mdmehasedmmofﬂ)eCcnmlmcoalmmetomCWAF\nl :
ITISFURTHERORDEREDlnddieCompmyudmtedtomotmtforthc
regulatory gain associated with the sal¢ in the manner set forth above.
| IT IS FURTHER ORDERED and the Company is directed o file (1) a copy of the
Closing Documents, and (2) a copy of the accounting entries with this Commission: upon
compleuonoftheale
IT IS FURTHER ORDERED and the Commission does hereby reaffirm its prior

Order No. 28186 in Case No. PAC-E-99-2 granting the Company’s request for determination of
EWG “eligible facility status” under 15 U.S.C. Section 79z-Sa(c).

THIS IS A FINAL ORDER. AnypammmrmdmthisOrdcrmypedtionfor
reconsideration within twenty-one (21) days of the service date of this Order. Within seven (7)
daystﬁermypamnhnpeﬁﬁonedfoimouﬂdm:ﬁoqmyothapummympeﬁﬁoqfa
reconsideration. Sce Idaho Code § 61-626. |

" ORDER NO. 28296 )
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DONE by Order of the 1daho Public Utilities Commission at Boise, ldaho this

day of March 2000.

o ' | o DENNIS 8. HANSEN, PRESIDENT
MARSHA H. SMITH, COMMISSIONER
PAUL KJELLANDER, COMMISSIONER

ATTEST:

Myma J. Walters

Commission Secretary

VId/O:PAC-E-99-2_sw
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BEFORE THE IDAHO PUBLIC UTILITIES COMMISSION

ACIFICORP FOR AN ORDER APPROVING
HE SALE OF ITS INTEREST IN (1) THE
CENTRALIA STEAM ELECTRIC ,
GENERATING PLANT, (2) THE RATE BASED
ORTION OF ITS CENTRALIA COAL MINE,
AND (3) RELATED FACILITIES; FOR A
DETERMINATION OF THE AMOUNT OF AND
THE PROPER RATEMAKING TREATMENT
OF THE GAIN ASSOCIATED WITH THE
SALE; AND (4) AN EWG DETERMINATION.

Honn!:n NO. 28296

On August 12, 1999, PacifiCorp (Company) filed an Application with the Idaho Pubdlic Utilities
Commission (Commission) regarding the proposed sale by the Company of its 47.5% ownership
interest in the Centralia steam generating gl:g‘(‘a“ndnlnedfncﬂiﬁu)mdtheﬂj%mcbmd
portion of its owncrship interest in the in Coal Mine, The of the Centralia
gemﬁ.q&tmit is TECWA Power, Inc, (TECWA Power) and the of the Centralia Coal
Mine is TECWA Fuel, Inc. (TECWA Fuel), both Washington corporations and both wholly-owned
subsidiaries of TransAlta Corp., 8 Canadian energy corporation with $5 billion (Canadian) in assets
and of certain obligations and duties undertaken by TECWA Power and TECWA Fuel.

guarantor
. TmAluistheleodingpwdwaofindcgcndempow-lnleda.TmmAlu s about 4,500

gzmamdclecnichymmuy.Abom 5% of its production is thermal (coal) and the remainder is

y | ‘

The Company’s lication includes copies of the Centralia power plant Purchase and Sale
prefiled testimony of company withesses C. Alex Miller, Managing Directar of Planning; Dr.'

?«WM,M.WMUMWSMMMEMV President
egulation. _

lectric.

PacifiCorp secks a Commission Order ving the sale of the Company's interest in the Centralia

steam generating plant and the rate portion of the Centralis coal mine. Citing Jdaho Code § 61-
523--Valuation. PacifiCorp also seeks a Commission Order adopting the Company's methodology to
calculate the gain associated with the sale and the proposed ratemaking treatment of the gain. -

| APPLICATION—BACKGROUND

Application ExhibitNo. 6
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Description of Plant and Mine

The Centralia plant is coal-fircd and has a generation cipacity of 1,340 megawatcts. The plant which
is located near Centralia, Washington entered service in 1972 and consists of two steam units that

consume between 5.0 to 6.0 million tons of coal annually at an average capacity factor of
approximately 70%.

PacifiCorp owns a 47.5% interest in the power plant. The other seven co-owners of the power plant
and their ownership shares are: Avista 15%, City of Seattle 8%, City of Tacoma 8%, Snohomish
FP%%)%% ’l;uget Sound Energy 7%, Grays Harbor County PUD 4%, and Portland General Electric

The plant’s primary source of coal is the mine located adjacent to the plant site. The mine is owned
by PacifiCorp and operated by its wholly-owned subsidiary. Over the last 10 years, 75 to 100 percent
of the coal bumed at the plant has come from the mine, with the remaining coal imported by rail from
the Powder River Basin in Montana and Wyomix;f.‘l'hecodprodmdbytheminehashndm
average heating value of ximately 8,000 BTU/b., moisture content of approximately 20%, ash
content of approximately 16% and a sulfur content of approximately 0.7%.

* Plant Environmental Requirements | - . |
Pursuant to plant t:rernﬁqn agrecments, capital budgets, including capital expenditures required to
0

meet environmental requirements, require unanimous approval of the owners. The ia plant
operates under the jurisdiction of the Southwest Air Pollution Control Authority, a regional air
quality agency established under Washington law. The plant is required to apply Reasonable
Available Control Technology (RACT) to limit the emission of sir contaminants. PacifiCorp has
been advised that the plant SO, and NO, emissions exceed acceptable emission levels. To reduce
emission levels the plant must implement control measures and install control equipment by

December 31, 2001.

the Centralia owners will need 10 vote to determine whether to continue operation and comply with
emission reduction requirements or close the plant.

Mine Reclamation
neCmmﬁnwdmimisopanedﬁndathemwumymboﬁtyofme,&duﬂOﬁeeomeﬁee'

Mining (OSM). Every mine permit, including Centralia’s, has an approved reclamation plan.
Rxlmﬂmhap&ofnﬂnninghndtbnhsbmmhedmmmwlymp&mwzn&

mmm_mm.mwwwmmzuaeﬁmofm«mw
contours not present in the pre-mined state. The ia mine is considering applying to the
regulators for approval to create lakes. -

Cmtandﬁulmm’mmmmgmﬂ(in;lgduawuofmhiueod.m costs are
cither accrued on a y's Gnancial books (as PacifiCorp does), or funds are put in a trust. The
ultimate cost of final ion for the Centralia mine depends on many factors and is uncestain. A
study was commissioned to determine the potential costs, which study determined could vary widely
depending on the reclamation method used. Reference Miller testmony Table 1. The Office of
Surface Mining has the final say on what reclamation methods are acceptable. Should the plant be
sold to TransAlta the reclamation liability and the accrued reclamation balances transfer to the new

awner. \
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As represented in the Application, the owners of the Centralia facilities decided to sell the assets due

-principally to the need for additional capital expenditures to meet new emission requirements and the

potential impact of US electric utility industry deregulation trends on the prospect for recovery of

utility plant-in-service investment. The gross proceeds from the sale of ﬂ(:)%generating facility and the

xsnige were allocated between the gencrating plant price of $452,598,000 and coal mine price of
101.400,000. ' ‘

Sale Proceeds—Gain on Sale

Theufmss purchase prices are sub;ect to certain adjustments which must be incorporated in an;
calculation of net gain. PacifiCofp’s share of the gain associated with the sale is estimated to
approximately $83 million on a system-wide basis. (Exhibit Miller 1.7) The actual dollar value of
net gain on the sale will not be finalized until the close of the transaction. :

X3

As reflected in the Application, PacifiCorp will receive its book break-even value for the mine. This
will remove the mine from PacifiCorp’s books with no eamings impact, and no gain on sale of the
mine. The book break-even value was estimated at about $10]1 million at the time tbe_Afmements
were signed, and is the value used in the mine Sale Agreement. The break-even value will be trued-

* up and audited at the time of closing.

The remaining proceeds will be litnmongxbeowncnbasedonﬂnirplmtowmhip.peztmuges.
PacifiCorp w?ll receive appmxir:l’;;ely $215 million for its portion of the plant. Total proceeds to
PacifiCorp will be about $316 million for the mine and its share of the plant. v

" Replacement Power Strategy

Centralis was originally conceived as a seasonal-use gmmﬁngxﬁon. However, as reflected in the
Application, the plant has been dxxt:bedu a base load facility over most of its service life.
Capacity factors have averaged 70% over the past five years, with a8 high of 84% in 1994.
Availability over the last five years has averaged 83%. The plant produces about four million
megawatt hours annually for PacifiCorp. Without Centralia, PacifiCorp intends to balance its loads

and resources with market
Financial Impacts of Sale

The Company’s analysis shows the net present value of the revenue requirement associated with
selling the plant is lower than the net present value of the revenue requirement associsted with
keeping tbe plant over the short, medium and Jong term. Sale of the plant and mine, the Company

- contends, provides greater inty of benefits to customers, because keeping the resource exposes
customers to significant risks of additional cost increases in the future. _

If plant ownership is retained, the Company assumes that the plant will be retrofitted with scrubbers
tonwapoﬂuﬁonwmlmtguﬁemnmmdwudmmnmhwﬁhiumﬁning.ufeﬁnm.lfthe
sale closes, the Company forecasts that replacement power will be purchased from the wholesale
market under medium, low and high market prices over the remaining life of the plaat. The customer
portion of the gain is reflected in the studies as a revenue requirement reduction.

Under the Company’s medium market price forecasts, customers are better off if the plant is sold.

The Company contends that its is is conservative and does not incorporate all the significant -

cost exposures and uncertainties related to continued ownership and operation of the and

) mine—joint ownership issues, additional reclamation costs, additional pollution control mitigation
I costs and temporary or permanent closure of the plant and/or mine. In addition, the Company
‘contends, continued ownership could be impacted by potential future COzwws. potential increased
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force outage rates and higher maintenance costs for an older facility.

As with any forecast, the Company recognizes that the longer forecast period tends to exacerbate
forecast inaccuracies. Accordingly, there is less certainty with data in later years of analysis.
Recognizing the uncertainty of long term forecasting the Company also estimated a net present value
revenue requirement benefit of selling versus keeping the plant using the medium market prices over
a ten-year period. The results project that there are $39 million of net presemt value revenue

requirement reductions in the scll case whea compared to the keep case. :

Under the Company’s analyses the first year to show that keeping the plant is less expensive than the

- medium market replacement purchases is 2010. The Company also assessed'the ramifications of the
stle on the BPA Residential Exchange Program and concluded that it is unlikely that the effects
would lead to a different realized level of benefits. :

Proposed Disposition of Gain _
As stated abové. PacifiCorp will not realize any gain related to sale of the mine.

PacifiCorp estimates that it will realize an estimated gain of approximately $83 million on a system-
wide basis associated with its 47.5% ownership share of the plant. The actual dollar value of the net
. gain on the sale of the plant will not be finalized until the close of the transaction. '

t!;laciiliCoq:v proposes the following disposition of the net gain proceeds related to the proposed sale of
e plant: ' '

o The total pet gain would be shared between customers and shareholders consistent with
the depreciation reserve method '

o This methodology results in customers receiving 64.17% of the net gain, and the
A shareholders receiving 35.83% of the net gain.

Depreciation Reserve Methodology

The 'aﬁmmmemahodologyisbuedm&emhﬁmi?bﬂwmnﬂplmtmdmplmt
This relationship establishes the of the capital costs of the plant that have been recovered
over time through customers’ prices and pcccmﬁofdmeeomthumﬂnoutheCompmy'l.
books, These percentages are then multiplied by overall gain to establish the sharing ratio.
(Exhibit Eakin 3.1) . _ N
. The rationale behind this methoadology, the Company coutends, is straightforward and balances the
interests of customers and sharehol The Company’s proposal that over time
cm%dwldaxfalpordonohheup-ﬁom- ital their electricity
prices. The logy also recognizes that shareholders continue to the risk of recovering the

undepreciated portion of the generating facility.
Propased Ratemsking Treatment of Gain | ’ |

PacifiCorp proposes to use the customer portion of the net proceeds of the sale to write off
generation-relsted regulatory assets, thereby reducing the Company's rate base. The Compeny
proposatoteeordthismiteoﬂ‘intbeywthntheummﬁonclom. \

M&Q&Cw'smMMWu&m&e&mﬁsmm%d
reduction to revenue requirement, the Company coatends, will be reflected in jts future results of
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" operations, and will mitigate the upward pressure in customer prices. In future rate cases, the

reduction in revenue requirement will be flowed through to customers.

_ PROCEDURE

On September 7, 1999, the Commission issued a Notice of Application and established a
September 17 deadline for intervention. No Petitions for Intervention were filed. The Commission in
its Notice also solicited comment on the Company’s proposal to process its Application pursuant to
Modified Procedure, i.e., by written submission rether than by hearing. Reference Commission Rules
of Procedure, IDAPA 31.01.01.201-204. The deadline for filing written comments regarding the
Company's proposed use of Modified Procedure was September 30, 1999. The Commission Staff
was the only party to file written comments. Based on its preliminary review Staff supported the
Company's request to process its Application pursuant to Modified Procedure.

The Commission Notice of Modified Procedure was issued on October 26, 1999. A December 3,

1999, deadline was established for filing written comments regarding issues presented in the

Company's filing pertaining to the sale of its Centralia facilities, calculation of the associated gain,

bm: mbla:g m;9makm9 ing treatment. The Company was permitted to file reply comments by
em @, 1999, . ' ‘

In its findings the Commission noted that the Company in this case also requested & Commission
determination regarding classification of its Cen generation facility upon sale as an “cligible
facility” for purpose of subsequent operation b{lu: 9e;c;.!mpt wholesale generator (EWG). This matter

was handled by separate notice issued Augt ) and was not the subject of comment.
The Commission’s Order No. 28186 reg “eligible facility” status i on October 26, 1999.
STAFF COMMENTS

The Commission Staff was the only party o file comments in this case. In its comments Staff
addressed: (s) prudence of sale—teclamation risk, multiple-owner risk, economics (cost of
replacement power, etc.); (b) gain—dollar calculation and atory treatmient. :

Economic Analysis

Staff notes that according to PacifiCotp’s 1997 Integrated Resource Plan (IRP) the Centralia coal-
fired power plant represents ximately 6.4% of the Company’s existing smnmatxmearacny
mmﬁ&ammm y slso plans for a 10% capacity reserve margin. The loss of
Centralia, Staff contends, represents a significant portion of the Company’s reserves and must be
rcphced.Tothncnd,Snﬂ'notesﬂmtitistheCompgny'ssmedintntiontobdnneitsloudsmd
resources with market purchases. The Company utilized its power supply model to estimste the

~ economic impact of removing Centralia from the Company's resource stack. The change in power

supply revenue requirement with and without Centralia is then projected through the year 2023 and
clgnpbxynedwithtbecapimlmovaymgnmmqlﬁmmtforﬂnmpui&ﬁew value of
the stream of revenue requirements with and without the Centralia power plant coal mine are
then calculated. Staff concludes that the Company’s analysis methodology demonstrates a senditivity
and potential for inaccurately projecting the economic impact of the sale. In fact, Staff contends that
selection of just a few 'c:lvmlumdcwunmeAwhmmeCofng:ny'snetp?fnvﬂm
economic analysis results in ebemﬁtsorcxﬁa comparison o power supply revenue
requirement with and without Centralia s{iogvsnpl w’e‘:. . uded A

revenue requirement change when Centralia is They are , sales, (2) secondary
purchases, (3) wheeling costs, (4) other thermal plant foel expenses, (5) C ia fuel expenses, and -
(6) Centralia energy and capacity purchases. All of these components entail assumptions. Changes in
any of the assumptions affect not only the long-term economic impact of the sale but the short-
economic impact as well, '

g
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Qualitative Analysis )

Staff notes that in addition to economic reasons advanced by the Company, the Company also
describes qualitative benefits to be derived from the sale. These are potential benefits that result from
eliminating the uncertainties surrounding multiple owners of Centralia and elimination of the cost
risk associated with mine reclamation. Staff recognizes the potential risk associated with both of
these issues but, like the Company, has no way of determining how serious these problems might

actually be. y

- Staff believes that by making essumptions within a reasonable range, a net present value economic
analysis can either justify or preclude the sale of Centralia. Although the Company has definitively
chosen to replace gencration with market purchases, Staff contends that the impact on customers is
still uncertain given the broad range of possible market prices, coal escalation rates and capital
investment scenarios. The qualitative sale benefits described by the Company, Staff states, arc simply
not quantifiable at this time. Ultimately, however, Staff concludes that the decision to sell Centralia
must be based on judgment regarding future conditions. Staff believes that the Company should be
allowed to exercise its business judgment regarding the significance of the economic projections and
in addressing the qualitative issues. Staff recommends that the sale be atlowed to proceed.

Accomgtlng Rules and Regulations—Treatment af Gain

Staff in its comments details sccounting rules and regulations for the treatment of gain on the sale of
a_utility asset setting out applicable sections from the Federal Energy Regulatory Commission
(FERC) Uniform System of Accounts prescribed for pubhc utilities.

The accounting entries for the sale of depreciable property in textbook terms, Staff contends, would

be to debit the cash account for the ot sale price of the property; credit the ‘gmg:ny asset
account for the on'ﬁinal cost of the asset; debdit the accumulated depreciation account for the amount

of the accum depreciation associated with the property; and credit gain on disposal of the
property. If the sale resulted in 2 loss, loss on the disposition of would be debited. The
appmpr{ate regulatory commission, Staff states, would determine the ratemaking treatment of any
gain or loss. ‘ , '

The Company, Staff notes, has provided workpapers and assumptions used in calculation of the
regulatory gain on sale of the Centralia facility. Staff has reviewed the lied documents and
agrees with the Company’s calculation of the gain. Th:)gmy determined the customer portion of
the gain, Staff states, using the depreciation reserve ology. This methodology is based on a
ratio of the depreciated plant to the total plant, and Staff' contends is consistent with the
ot T e g alocked 1o hestomers s the perecatags of dprociated plan 1 gross plt. The
asset. percentage 10 customers 18 of de i to gross
pmmeaﬂm&edmsbmholdmh&emmninfd;mwedmm%md-mdpmw
customers will receive 64.17% of the gain, and shareho the remaining 35.83% of the gain. While
the .total customer portion of gain is $53,042,987, the ldaho jurisdictional portion is 0.291%, ot
$154,373 using the phased-in full rolled-in interstate allocation method, with two years (as of
December 31, 1999) of the five year phase-in included in the calculation of the Idaho jurisdictional
gain. The Idaho junsdictional portion is relatively small since the Centralia plant and mine were not
included in Idaho’s rate base until 1990 following the PacifiCorp/Utah Power & Light merger. |

PacifiCorp has proposed that the customer portion from the gain of the sale be used to write off.

gencration-related regulatory assets. The Company in its A_Eﬁidcation does not specify which accounts

would be charged. The Commission, Staff notes, has uti gains on the sale of utility assets in

various ways: return to r;mym through a bill credit, offset expenses, make special contributions to

other accounts (i.e., the [ Universal Service Fund), amortize the gain over a period of years, or
" charge (increase) accumulated depreciation or offset plant investmeat as proposed by PacifiCorp.
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In this case, Staff reccommends that the gain from the sale of the Centralia facility be used to offset
steam generation assets. The accumulated depreciation account associated with steam generation
should be charged. This, Staff contends, will reduce the rate base and the associated revenue
requirement. This reduced revenue requirement will be reflected in the annual 1daho jurisdictional

reports required in the merger that Staft will audit. .
PACIFICORP REPLY COMMENTS
PacifiCorp’s reply comments focus on two specific recommendations of Staff:

" 1..That "firm purchases made by the Company be monitored on an
annual basis in conjuction with the required merger reports until the
Company's next general rate case” .

2. That the gain from the sale of the Centralia facility be used to write

off steam gencration assets by charging the “accumulated
iation” account associated with steam' generation. This would
the rate base and the associated revenue requirement.

Difficulties in Monitoring Future Market Purchases

To the extent that a future firm market purchase is specifically tied to the replacement of Centralia
Power, PacifiCorp admits that Staff’s requirement is straight forward. However, the Company states
that it is important to recognize that loads and resources will be balanced through the redispatch of its
system as well as through market purchases, Further activities may also affect the Company's future
need for resources. As such, Centralia, PacifiCorp notes, is not likely 10 be replaced with in-kind
purchases of similar size and shape. : '

Recommendation for Truantat of Gain

PacifiCorp docs not believe that "accumulated depreciation” Account 108 is the proper account to
use. PacifiCorp believes that jt will be 9dministntively easier to track the return of a gain to
customers through reduced steam gencration rate base by crediting Account 114.5 “Electric Plant

Acquisition Adjustments,” Yampa Project.

Consistent with Suﬂ‘spmpoahl,tthompany's proposal to credit Account 114, it states, will result
in an immediate reduction of steam generation rate base, and will reduce the amortization over the 22

1/3 year remaining life (of Yampe), which is equivalent to the Centralia life. According to FERC
- regulations, Account 114, “Electric Plant Acquisition Adjustments,” is used for the difference
between cost to the utility of electric plant acquired by , M , consolidation, Jiquidation,
or otherwise and the value of the property. PacifiCorp requests the Commission authorize
the Company to reduce rate base by writing off from Account 114 an amount equal to the customer's

share of the gain from the sale of the Centralia plant.
COMMISSION FINDINGS

The Commission has reviewed and considered the filings of record and comments in this case. We
have also considered the C y's most recent Integrated Resource Plan (IRP), its capacity reserve
margin and the effect of the sale on the Company’s power supply. _

, PacifiCorp requests Commission spproval of the sale of the Company"s interest in the Centralia
| swamgmmm%phmmme'nm-buedpoguqnoftbeCmﬁacmlmine.lnwpponofﬂ
~ transaction, the Company advances both quantitative and qualitstive reasons. We agree with Staff's
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* observations regarding the sensitivity of the Company’s economic analysis to small cumuges m_ |
critical assumptions. We also recognize the vagarics inherent in long-term forecasting. The
Company's decision to sell in this case was the result of its assessment of operational constrants, of
future risk and cost and an attempt to minimize that risk. Staff has characterized it as an exercise of
business judgment, We agree. Based on our review of the record in this case, we find no compelling
reason to disapprove the proposed sale of the Centralia generating plant and mine. We accordingly
find it reasonabre‘ 10 approve the sale.

The transaction has been structured in such a way that the Comrany will realize no regulatory gain on
the sale of the mine. We find the depreciation reserve methodology proposed by the Company tobe a
reasonable method for distribution of gain associated with the sale of the Centralia plant. Under this
methodology Idaho customers will receive 64.17% of the gain and sharcholders the remaining
35.83% of the gain. The Idaho jurisdictional portion under the transmission/distribution formula is
OiZQl‘:;. The Idaho customers’ portion of gain is approximately $154,373 (subject to adjustment at
closing).

The amount of gain allocated to Idabo customers related to Centralia is so very small that a rate
adjusunent to account for the gain not only is not required but is practically speaking impossible. We
agree with the Company’s proposal to use the gam to offset steam mnon-relmd W
assets. The Co y specifically proposes the use of 2 Colorado-Ute related sub sccount for
Account 114,5. We note that the Yampa facility has not been addressed in a rate case before thi
Commission and find the proposed offset to be i iate, Reference Commission Order
No. 24077, Case Nos. PPL-E-91-2, UPL-E-91 4. Instead, the gain is to be accounted for separately as
a generic offset to asset accounts, Account 114 XX ~ Centralia sale, until the next rate case.

The Company has not proposed nor do we make any rate base adjustment in this case related to the
loss of Centralia as a Company-owned resource. We will address the regulatory and rate base
adjustments for Centralia in the Company’s next gencral rate case when removal of the resource can
be viewed in context with all related revenue, expense, supply and operational ramifications.

CONCLUSIONS OF LAW

The Idaho Public Utilities Commission has jurisdiction over the Application of PacifiCorp dba Utah
Power & Light Company, an electric utility, and the issues presented in this case pursuant to the
authority and power under Title 61 of the Idaho Code and the Commission’s Rules of

Procedure, IDAPA 31.01.01.000 ef seq.

| ORDER
In considerstion of the foregoing &nd as more particularly described and qualified sbove, IT IS
,PEREBYORDEREDm mmission does bereby ve the sale by PacifiCorp of the

Company's interest in the Centralia steam generating plant to TECWA Power and rate based portion
of the Centralia coal minc to TECWA Fuel. .

IT IS FURTHER ORDERED and the Company is directed to account for the regulatory gain
associated with the sale in the manner sct forth above. '

IT IS FURTHER ORDERED and the Company is directed to file (1) a copy of the Closing
zlocuments. and (2) a copy of the accounting eatries with this Commission upon completion of the |
C. . :

IT IS FURTHER ORDERED and ths Commission does hereby reaffirm its prior Order No. 28186 x'n
Case No. PAC-E-99-2 granting the Company's request for detertnination of EWG "el'igible facility

status” under 15 U.S.C. Section 79z-5a(c). » _
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THIS IS A FINAL ORDER. Any person interested in this Order may petition for reconsideration”
within twenty-one (21) days of the service date of this Order. Within seven (7) days after any person
‘has o£etitioncd for reconsideration, any other person may cross-petition for reconsideration. See /daho

Code § 61-626. o | | |

DONE by Order of the Idaho Public Utilities Commission at Boise, [daho this

day of March 2000.

DENNIS S. HANSEN, PRESIDENT
MARSHA H. SMITH, COLMSSIQNER
PAUL KJELLANDER, COMMISSIONER ‘
ATTEST:

Myma J. Walters

Commission Secretary

| VIMIOPAC-E992_sw
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ORDER NO 99-617

ENI‘EREDOCT051999

This is an electronic copy. Appcndscesand footnotes may not appear.
' BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON - B

UP 168

In the Matter of the Application of PacifiCarp for an
Order Approving the Sale of its Interest in (1) the
Centralia Steam Electric Generating Plant, (2) the
Ratebased Portion of the Centralia Coal Mine, and (3)
related facilities for a Determination of the Amount of
and the Proper Ratemnaking Treatment of Gain

ORDER

D

On September 22, 1999, PuﬁCmpmqmmddnmofamndudewcuw
Oldetbgovandtdnsclomofconﬁ&malmfonmnonmthudccka On September 23, 1999,
PacifiCorp filed a motion seeking additional protection for certain highly sensitive propeietary compeny
information by limiting the disclosure of information related to bids in the Centralia auction solely to the
Commission Staff. No party filed an objection to either request. The Commission addresses each

STANDARD PROTECTIVE ORDER
, PacifiCorp states that Staff Data Requests 1-20 seek information that is deemed

PacifiCorp contends that the release of this confidential information could provide
advantages to its competitors and impair its ability to enter into necessary contracts and honor
confidentiality provision of existing agreements. Thexefore, it requests the Commissian issue a Standard

~ Protective Order to govem the disclosure of coufidential information in this docket

Disposition | | | , |

Page 78

The Commission finds that good cause exists to issue a Standard Protective Order, attached

83 Appendix A. Under the terms of that ardez, a party may designate as confidential anty information it |

believes falls within the scope of ORCP 3&CX7). Once designated as confidential, the infornation may be

disclosed only to mﬁdwmmmmmwmuwwummx

pomo:dabysgnurgdzsmqpagcsctﬁnhmwa
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ngapbBofmepmtecuveordermbhslmMocacgonesof‘ qualified persons.”
The first category, set forth in subsections () through (d), includes the authors of the confidential material,
the Commission or its Staff, and counse! of record for a party or persons directly employed by counsel.
This group of persons is entitled to review confidential information without the need to give notice to the
perty desiring confidentiality or execute an additional statement agreeing to be bound by the terms of the
order. Asmdabovqbowvw,apmymuaugnﬂnagnmorypagebcfommyommawdmﬂnhe
party, mhﬂmmmLmyWﬂnoonﬁdamlnmd.

Snbsxuom(e)dum@(g)omeph3mfomtbemondmgayof@mﬁed
persons. These inchude unaffiliated party experts, persons approved by the party desiring confidentiality,
and persons designated as qualified by Commission order. As a prerequisite to gaining access o
confidertial information, this second category of qualified persons must execute a consent to be bound.
Prior 10 disclosing confidential information to an unaffiliated expert, the party seeking to disclose the
information must also notify the perty desiring confidentiality. See Paragraphs 7 and 8.

Paragraph 9 provides the procedures for when a party desires to disclose informationtoa
person who is not qualified under Paragraph 3. In such circumstances, the party must request permission from
the party desiring confidentiality and provide certain information, including the identity of the unqualified person
and the specific reasons why disclosure is nocessary. If the pesty desiring confidentially fails or refuses 10 grant
umummmwmammmumwc@mm '

Aﬂpamwhomgmuambeouﬁdmﬁmﬁmmbawnduywmu
their own conduct to ensure their compliance with the Protective Order. Such persons shall not use or
disclose the information for arty purpose other than the purposes of preparation for and conduct of this
proceeding, and shall take all reasonable precautions to keep the coafidential information secure.

ADDITIONAL PROTECTION FOR HIGHLY SENSITIVE PROPRIZETARY INFORMA TION

~_ Insddition to the Standard Protective Order, PacifiCarp seeks greater protection of certain
information it deems highly sensitive. The information requested by the Commission Staff includes bids of non-
winning bidders in the recent suction for the sale of the Centratia Steam Flectric Generating Plant and Mine.

PacifiCorp contends that the disclosure of this information to parties, even if subject to 8
Standard Protective Order, would be extremely harmful to the company and its co-owners. Therefixe, it,
requests that the Protective Order in this proceeding contzin a provision that bars disclosure of this information
to any perty other than Cormmission Staff.

PacifiCorp makes several arguments in support of its request. First, it states that disclosure of
-the information could herm the perties to the auction. The information sought in the Staff data request is the bids
from non-winning bidders that were provided to PacifiCorp under strict confidentiality agreements. PacifiCorp
mmwwammmmmw especially if the proposed sale does
not close.
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: Secmd,PwﬁCorpmgmsﬁmdmloaneofdwbnddmgdmmntmyndvusdyaﬁectm
mofmmw,mumsmmmmum PacifiCorp states that
without assurances of maintaining the confidential pature of the contents of bid docurnents, potential bidders may
be reluctant to submit an offer to acquire property, resulting in the selling utility not being confident that the -
competitive position, especially if the transaction does not close and the assets must go through anather auction
process. '

Disposition

. PacifiCorp’s request for a protective order that limits disclosure of certain specified
information to any party other than staff is granted. The Commission rarely issuecs protection beyond
that granted in our Standard Protective Order.' Nonetheless, the provisions of ORCP 36C provide for

greater protection if circumstances warrant. In this case, the circumstances make an exception to the
standard protective order appropriate. In drawing this conclusion, the Comumission balances the
potential harm from disclosure of the material against any benefit which might accrue from that
disclosure. The Commission notes that this ruling is based on the pleading filed by PacifiCorp and the -
factdmmpmyﬁledmobjecuouﬁothcqum This ruling is subject to reconsideration if
circumstances change.

The Commission finds that PacifiCorp’s concerns about irreperable and loog-lasting
economic harm from disclosure of the information are persuasive. The Commission is persuaded by the
potamalunpwtofdmloanon?uﬂCapubihtybputap&emﬁmm :

TbCaunmmcnplnmmMﬂnsndmgumdeduobcmowndapphaonlyb
d:spenﬁcnfam:dmﬁcdbmeﬂCapmmmotnn. PacifiCorp may designate this information
&s “Confidential —- Subject to Protective Order — Staff Review Only.” As noted above, the Commission

' See In the Maner of the Application of Portland General mmbrAmvuofmcmChmﬂu.UElu
Order No. 93-163.
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ORDER

IT IS ORDERED that the request for a Standard Protective Order and provision that
bars disclosure of certain specified information to any perty other than Staff'is granted.

'
by

Made, entered, and cffective
Ron Eachus Roger Hamilton
Chai Commmissi

Joan FL Smith
Comeniss

" A party may request rehearing or reconsideretion of this arder pursuant o ORS 756.561. A request
| for rehearing or reconsideration imust be filed with the Commission within 60 days of the date of service
of this order. The request must comply with the requirements of OAR 860-014-0095. A copy of any
anhmqmmuaahobemadwuchpmywthem”mwdedbyommlmo.
A party may appeal this order to a court pursuant to ORS 756.580.
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- BEFORE THE PUBLIC SERVICE COMMISSION OF UTAH -

( es of its Interest DOCKET NO. 99-2035-03
( l) the Centralia Steam Electric .

Generating Plant, (2) The Ratebased _

[Portion of the Centralia Coal Mine, and ) | ‘ '

3) Related facilities; for a Determination | ORDER

f!hcAmountofandtthmper. 1) | =

ISSUED: December 20, 1999
By The Commission:

On August 12, 1999, PacifiCorp filed mthtlnsCommmtonanApphcmon fonnorder np}:mvmg
the sale of the Compa.ny’s interests in )t.thcnna!nstmmgenmgplm. of two

generating units, and other related and (b) the ratebased portion }47.5%) of the Centralia
Coaleelocatedadacemtotthenmhagenemﬂngplmtmthcstneo n. Under the

gmposed sale, the un:hnser of the Centralia genmtmf plant is TECWA Power Inc. "TECWA
ower”) and the purchnser of the Centralia Coal Mine is TECWA Fuel, Inc. ("TECWA Fuel"), both

wholly-owned indirect subsidiaries of TransAlta Corgnnon. Inits Apphcanon, PacifiCorp also
secks a Commission ruling pursuant to 15 U.S.C. §792-5a(c) allowing the purchaser to operate the
Centralia plant as an eligible facility. Specifically, in order for the Centralia plant to be an “eligible”
facility auth the purchaser to operate the plant as an exempt wholenle generator ("EWG")
under the Public Utility Holding Cowr:rﬁany Act, hcxﬁC seeks Commission determinations that
operation as an eligible facility (2) benefit consumers, (b) is in the pubhc interest, and (c) does
not violate state law. As stated in its mhcanon.hciﬁ Corp requests "that the three determinations

be made allowing Centralia to be consi an eligible facility at the ion 's sale

to TransAlia. As completion of the sale cmnottakephce without evant state

:ﬂ)rovals thummuthnmnhngthﬁedctmnmummnnotprqudgedmmcnuofthcpmposed
detUtahsmmozymdards :

TheCommxwonnowhubefomlumouonﬁledbmeﬁCorpwdan theorderaddms the
EWG status of the Centralia plant if the sale is completed. As stated in the motion, TECWA Power
intends to seck FERC. vnlstoownandopemetheCenhﬂm;ﬂamwnhEWGmmﬂowem,
because the Centralia plant is in the ratebase of PacifiCorp for its ictional sales in this state, 15
U.S.C. §79z-5e(c) req mmthat'rECWA Power include in its EWG application to FERC & statement
'mmuegommsdonh;smnsdegemEWGdaagmuomdmbedabove E’h:c!xg_(éc s:;esthat
expedited processing of the EWG issue is important from nmmgsandgomtm ower
cannot commem:elng m lication at FERC until the Commission has made the three

determinations required by Statute.

AmmdtoPmﬁCo sMouonwaaapropoaedordathchwasngnedbycwnsel for the Division
of Public Utilities Committce of Consumer Services as having been ved as to form and
substance. In its Motion, counsel for PacifiCorp represented that the LAW Fund does not oppose

- enuy of an order making the EWG determinations. - )
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FINDINGS OF FACT AND CONCLUSIONS OF LAW

1. PacifiCorp is an electrical corporation and public utility in the state of Utah and is subject to the
jurisdiction of this Commission. - : : v

2. PacifiCorp filed an Application on August 12, 1999, for approval of the sale of the Comga.ny’s

interests in the Centralia steam generating plant and the ratebased portion of the Centralia Coal Mine,

as well as approval of PacifiCorp's proposed methodology for calculation of the associated gein and

the proposed ratemaking treatment of that gain. The Application also sought a determination that

allowing the Centralia facility to be operated as an eligible facility meets the requirements of 15

IEJ\\S/((‘:: 79z-5a(c). The Company.has also filed a motion for expedited determination regarding the
status. .

3. If the Commission approves the proposed sale of the Centralia plant and the sale is completed, the
purchaser's operation of the Centralia steam generating plant as an eligible facility will benefit

consumers and is in the public interest. Under these conditions, operation of the Centralia steam
generating plant as an eligible facility would not violate Utah state law. -

4. No party opposes PacifiCorp's Motion.
S. The determinations made hercinshall not preclude any party from raising, addressing or resolving
any other issues, including, without limitation, the standard to be ltpplied in resolving whether to

or

&pﬂ;re the proposed sale or the appropriate regulatory treatment for any gain realized as a result of
sale, ‘ :

. | ORDER
NOW, THEREFORE, IT IS HEREBY ORDERED, that;
1. PacifiCorp's Application and motion for a determination wnder 15 U.S.C.

§152-5a(c) is gmnted.,.conditioéed s Commission order approving the proposed sale of the
Centralia stcam generating plant and associated facilities. If the Co:gssaon does not ultimately
issue an order approving the proposed sale, this EWG determination will be null and void.

2. This order shall in no way be construed as prejudging the meits of the proposed sale.
" DATED at Salt Lake City, Utab, this 20th day of December, 1999.

/s/ Constance B. White, Commissioner

/s/ Clark D. J issioner

Attest:

/s/ Julie Orchard
Commission Secretary

[
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i 1OME HELP!!!
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Online Document
¥General Info ' - |
Document Name: 99/10/13 UE 991262 PACIFIC POWER AND LIGHT COMPANY
Application for Transfer of Pro : _
Description: Application for approval of the sale of PacifiCorp's interests in the Centralia
Steam Electric Generating Plant. :
¥ Body

BEFORE THE WASHINGTON UTILITIES AND TRANSPORTATION
COMMISSION |

“of the Application of

PACIFICORP dba PACIFIC POWER 4
IGHT '

f And the Proper Ratemaking Treatment of |
e Gain Associated with the Sale, and for an |
WG Determination. '

On August 12, 1999, PacifiCorp filed an Application for "An Order Approving the Sale
of its Interest in (1) the Centralia Steam Electric Generating Plant, (2) the Ratebased
Portion of the Centralia Coal Mine, and (3) related facilities; for a Determination of the
Amount of And the Proper Ratemaking Treatment of the Gain Associated with the Sale,
and for an EWG Determination.” PacifiCorp's application seeks an order authorizing the
sale of its 47.5 percent ownership interest in the 1340-megawatt Centralia Power Plant
(Centralia) and the ratebased portion (47.5 percent) of the adjacent Centralia Coal Mine
(Mine) to TECWA Power, Inc. The Application also seeks a determination that TECWA
Power, Inc., should be allowed to operate the Centralia Power Plant as an Exempt

Wholesale Generator (EWG). '

TECWA is a Washington corporiﬁon and a subsidiary of TransAlta Coipomtion, |
headquartered in Calgary, Alberta, Canada. The parent company, TransAlta, is a
Canadian energy company with $$ billion (Canadian) in assets and is the leading
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"+ producer of independent power in Canada. TECWA has agreed to purchase Centralia for
$425,598,000 and the adjacent Centralia Mine for $101,400,000.

As set forth in PacifiCorp's application, TECWA Power, lnc., intends to seek Federal
Energy Regulatory Commission ("FERC") approval to own and operate the Centralia
facilities with exempt wholesale generator status. Because the Centralia Power Plant is
currently in PacifiCorp's rate base for its jurisdictional sales of electricity in this state, 15
U.S.C. § 79z-Sa(c) requires that TECWA include with its EWG application to FERC a
statement that the Washington Utilities and Transportation Commission has determined
that allowing the facility to be a wholesale facility operated by an EWG: "(1) will benefit
consumers; (2) is in the public interest; and (3) does not violate state law."

FINDINGS

THE COMMISSION FINDS:

1. PacifiCorp is engaged in the business of furnishing electric service within the state of
éVashirggt.on as a public service company, and is subject to the jurisdiction of this
- Commission.

2. PacifiCorp filed an Application on August 12, 1999, for an order under chapter 80.12
RCW authorizing the sale of PacifiCorp's ownership interests in the Centralia Power
Plant and adjacent Centralia Coal Mine to TECWA Power, Inc. The Application also
sought a determination from the Commission that allowing these facilities to be operated
by an exempt wholesale generator meets the requirements of 15 U.S.C. § 79z-5a(c).

3. If the Commission eventually ves the sale of the Centralia Power Plaat, allowing
the purchaser to operate the Centralia Power Plant as an EWG will benefit consumers
and is in the public interest. Under these conditions, allowing the purchaser to operate the
Centralia Power Plant as an EWG would0 xigi) v!i&late state law. C

WHEREFORE, THE COMMISSION HEREBY ORDERS:

1. PacifiCorp's application for a determination under 15 U.S.C. § 79z-5a(c) is granted,

conditioned upon a Commission order approving the proposed sale of the Centralia

Power Plant and the Centralia Coal Mine. If the Commission does not ultimately issue an
~ order approving the proposed sale, this EWG determination will be null and void.

2. This order shall in no way affect the authority of this Commission over rates, services, -
accounts, evaluations, estimates, or determination of cost or any matters whatsoever that
may come before it, por shall anything herein be construed as an :

uiescence in any estimate or determination of cost or any valuation of property
claimed or nsserteci' -
3. The Commission retains jurisdiction over the subject matter and Pacific Power and

Light to effect the provisions of this order.

DATED at Olympia, Washington, and effective this 13th day of October, 1999.
WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION
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MARILYN SHOWALTER, Chairwoman
RICHARD HEMSTAD, Commissioner

WILLIAM R. GILLIS, Commissioner | .

? Creation Info .
Carolyn Grimm was the last to edit this document, on 10/13/99.
1300 S. Evergreen Park Drive SW - Olympia, WA 98504-7250
Phone: 360-664-1160 (in state toll-fres: 1-800-562-6150) FAX: 360-586-1150
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A BEFORE THE PUBLIC SERVICE COMMISSION OF WYOMING

IN THE MATTER OF THE APPLICATION )
OF PACIFICORP FOR AUTHORITY TO SELL)
ITS INTEREST IN THE CENTRALIA STEAM ) DOCKET NO. 20000-EA-99-146
ELECTRIC GENERATING PLANT, THE ) (RECORD NO. 5114)
RATE BASED PORTION OF THE ) |
CENTRALIA COAL MINE AND OTHER )
RELATED FACILITIES)
ORDER REGARDING EXEMPT WHOLESALE GENERATOR STATUS
(Issued January 18, 2000) '

This matter is before the Comumission upon the application of PacifiCorp to sell its interest in the
Centralia Steam Electric Generating Plant, the rate based portion of the Centralia Coal Mine and other

~ related facilities, and its requested determinations regarding the operation of the Centralia plant as an
exempt wholesale generator. '

L. PacifiCorp is a public utility as defincd by W.S, § 37-1-101 and, as such, subject to the Commission's
Jurisdiction pursuant to the provisions of W.S. § 37-2-112.

2. On August 8, 1999, PacifiCorp filed the sbove-docketed application requesting authority to sell its
interest in the Centralia Steam Electric Generating Plant, the rate based portion of the Centralia Coal
Mine and other related facilities. : L .

3. Pursuant to the application, PacifiCorp proposes to sell its interest in the Centralia generating unit to
TECWA Power, Inc., and the rate based portion of the Centralia Coal Mine to TECWA Fuel, Inc. Both
TECWA Power, Inc. and TECWA Fuel, Inc., are Washington corporations and wholly-owned
subsidiaries of TransAlta Corporation.

4. In its application, PacifiCorp sought 8 Commission ruling, pursuant to Section 32(c) of the Public
Utility Holding Company Act of 1935 ("PUHCA") (codified at 15 U.S.C. §79z-5&(c)), in order to0 allow
TECWA Power, Inc., to operate the Plant as an exempt wholesale generator under federal law.
Specifically, PacifiCorp sought a Commission determination that the operation of the Centralis Plant as
an “eligible facility” (i.e., to be owned by an EWG) upon completion of the sale (a) will benefit
consumers, (b) is in the public interest and (c) does not violate state law. PacifiCorp stated, in its
application, that TransAlta cannot begin processing its application with the Federal Energy Re ry
Commission (FERC) in order to obtain FERC's qualification of the generation assets as “eligible
facilities” and TECWA Power, Inc., as an EWG until the Commission has made the three required

determinations. '

5. At a public hearing held with regard to this matter on January 6, 2000, the Consumer Advocate Staff
of the Wyoming Public Service Commission (CAS) presented the testimony of Denise Parrish :
recommending that the EWG status determinations could only be made if the Commission adopted the
CAS recommendations regarding the disposition of the gain the sals of the Plant and Mine.
Specifically, the CAS took the position that 100% of the Wyoming allocation of the gain should be
given to the customers, rather m shared with PaciﬁCWtockholders, as proposed by the C Y.
b The CAS took the view that unless customers receive 1 of the gain, the sale is not in the pubdlic

fnterest,
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- N§. In addition to the information contained in its appli.c.ation and prefiled testimony, PacifiCorp stated  -- -
+ that operation of the Centralia plant as an eligible facility after the sale will benefit consumers and be in
the public interest because it will introduce additional competition in the wholesale power market. At the
conclusion of the evidentiary hearing in this case, counsel for PacifiCorp sought a bench ruling on the
EWG status, and provided the Commission clarification regarding the need for the EWG determinations.
Counsel for the CAS, in response to PacifiCorp's motion, reiterated its position on the matter. WIEC, the
only other party in the case, did not take a position on the EWG issue.

7. Upon concluding the hearing, the Commission held public deliberations regarding the Company’s
application. As will be more fully detailed in a scparate order, the Commission approved the proposed
sale of the Centralia facilitics as being consistent with the public interest, and spproved the sharing of

the gain between ratepayers and sharcholders in the proportions proposed by the Company. The
Commission finds and concludes that the Company has established that consumers will benefit from the

proposed sale and that the proposed sale and operation of the Centralia g)lam as an cligible facility is in
the public interest. The Commission further concludes that operation of the Centralia steam generating
plant as an eligible facility would not violate Wyoming law. _

[T IS THEREFORE ORDERED THAT:

1. Pursuant to the Commission’s decision entered on January 7, 2000, PwﬁCm's application for an
EWG determination pursuant to the provisions of 15 U.S.C. §79z-5a(c) regarding the proposed sale of
- the Centralia facilities to TECWA Power, Inc., is hereby granted, ,

2. This Order is effective immediately. |

MADE AND ENTERED at Cheyenne, Wyoming this 18 day of January, 2000.

PUBLIC SERVICE COMMISSION OF WYOMING

STEVE ELLENBECKER, Chairman

STEVE FURTNEY, Deputy Chairman

KRISTIN H. LEE, Commissioner

(SEAL)

ATTEST: .

IVAN H. WILLIAMS, Assistant Secretary



