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Bench Request No. 5
Pacific Power - Please provide the history of PacifiCorp’s allocation of cost of qualifying facilities (QF) since the inception of PURPA (1978) to present.

Response to Bench Request No. 5

Under all of the inter-jurisdictional allocation methodologies (except the West Control Area methodology) used before and after the merger of Pacific Power and Utah Power (including the Consensus, Accord, Modified Accord, Rolled-In, Revised Protocol, and 2010 Protocol methodologies), power purchase agreements (PPAs) with qualifying facilities (QFs) have been system allocated. 

Before the merger, Pacific Power included QF PPAs in purchase power expense, which was system allocated on Note 1.  See Second Supplemental Order, Cause No. U-82-02 (Sept. 19, 1986); Fourth Supplemental Order, Cause No. U-84-65 (Aug. 2, 1985).  After the merger of Pacific Power and Utah Power, QF PPAs were included with purchase power expense and allocated either divisionally or PacifiCorp-wide.  PPAs executed before the merger were divisionally allocated using either a Divisional Generation Pacific (DGP) or Divisional Generation Utah (DGU) factor, with any new QF PPAs allocated using a System Generation (SG) factor.  Divisional factors allocated costs to the Pacific Power service territories or the Utah Power service territories, but not to individual states within those territories.  
Under the Revised Protocol inter-jurisdictional allocation methodology, QF PPAs were system allocated, but if the cost of a state QF PPA exceeded the cost of the Company’s “Other Generation Resources” on a $/MWh basis, the excess cost of the state QF PPA was directly assigned to that state as one component of the Embedded Cost Differential (ECD).  The ECD also adjusted state allocations for west hydro resources and Mid-Columbia hydro contracts.  The Revised Protocol specified that this treatment applied only to QF PPAs executed before June 2004.  QF PPAs executed after this date were not adjusted by the ECD.  
Under the 2010 Protocol inter-jurisdictional allocation methodology, which is the current methodology used in the Company’s other five states, all QF PPAs are system allocated.  In addition, for new QF PPAs, both the Revised Protocol and the 2010 Protocol include a provision allowing direct assignment of avoided costs that exceed the costs the Company would have otherwise incurred acquiring resources with similar capacity factors, start-up costs, and other output and operating characteristics.  This provision has never resulted in direct assignment of QF PPA costs.
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