825 N.E. Multnomah St.
Portland, OR 97232

% PACIFICORP

PACIFIC POWER UTAH POWER

December 30, 2005
VIA ELECTRONIC FILING

Washington Ultilities and Transportation Commission
1300 S. Evergreen Park Drive S.W.

P.O. Box 47250

Olympia, WA 98504-7250

Attention: Carole Washburn
Executive Secretary

Re: Revised pages to Mark T. Widmer’s Rebuttal Testimony and Exhibit
No._ (MTW-9) in Docket Nos. UE-050684 and UE-050412 (Consolidated)

Enclosed for filing are an original and eighteen (18) copies of revised pages to Mark T.
Widmer’s Rebuttal testimony and Exhibit No. __ (MTW-9) in this proceeding. In
accordance with WAC 480-07-460(1)(b)(ii1), each changed page is labeled “REVISED
DECEMBER 22, 2005.” Marked pages showing the changes in legislative style are also
included.

The enclosed pages are as follows:

Rebuttal Testimony Page 4,8 and 11
Exhibit No._ (MTW-9) accompanying Rebuttal Testimony

It is respectfully requested that all formal correspondence and Staff requests regarding this
matter be addressed to:

By E-mail (preferred): datarequest@pacificorp.com.

By Fax: (503) 813-6060

By regular mail: Data Request Response Center
PacifiCorp

825 NE Multnomah, Suite 800
Portland, OR 97232



In addition, please send copies of correspondence and communication in regard to this matter to:

Sincerely,

Melissa A. Seymour

PacifiCorp

825 NE Multnomah, Suite 300

Portland, OR 97229

Telephone: (503) 813-6711
Facsimile: (503) 813-6060

Email: melissa.seymour@pacificorp.com

James M. Van Nostrand

Stoel Rives LLP

900 S.W. Fifth Ave., Suite 2600
Portland, OR 97204
Telephone: (503) 294-9679
Fax No.(503) 220-2480

Jason B. Keyes

Stoel Rives LLP

Suite 3600, One Union Square
600 University Street

Seattle, WA 98101

Telephone: (206) 386-7681
FAX: (206) 386-7500

@W\PA .

D. Douglas Larson

Vice President, Regulation

Enclosures
cc w/enc:

Service List



CERTIFICATE OF SERVICE

I'hereby certify that I served a copy of the foregoing document upon the parties of record
in this proceeding by overnight mail and electronic mail, addressed to said parties/attorneys’

addresses as shown below:

Melinda J. Davison

Irion Sanger

Davison Van Cleve, P.C.
333 SW Taylor, Suite 400
Portland, OR 97204

Email: mjd@dvclaw.com
ias@dvclaw.com

Simon J. ffitch

Assistant Attorney General

Public Counsel Section

Office of Attorney General

900 Fourth Avenue, Suite 2000 (TB-14)
Seattle, WA 98164-1012

Email: simonf@atg.wa.gov

Ralph Cavanagh

Natural Resources Defense Council
111 Sutter Street, 20th Floor

San Francisco, CA 94104

Email : rcavanagh@nrdc.org

DATED: December 30, 2005.

Page 1 - CERTIFICATE OF SERVICE (UE-050684)

Portlnd3-1533065.1 0020011-00170

Randall J. Falkenberg
RFI Consulting, Inc.
8351 Roswell Road
PMB 362

Atlanta, GA 30350

Email: consultrfi@aol.com

Donald T. Trotter

Office of the Attorney General
1400 S. Evergreen Park Drive SW
PO Box 40128

Olympia, WA 98504-0128

Email: dtrotter@wutc.wa.gov
ssmith@wutc.wa.gov

Brad M. Purdy
Attorney at Law

2019 North 17th Street
Boise, ID 83702

Email: bmpurdy@hotmail.com

Peggy R (ja{
Supervis egulatory Administration
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REVISED DECEMBER 30. 2005 Page 4

Please explain.

For the twelve month period ended September 2005, the Company has incurred
approximately $738745 million in actual net power costs compared to the
$53454+ million that was authorized in our last Washington case. In other words,
the Company has under-recovered approximately $211497 Total Company, or
almost $1847 million on a Washington-only basis assuming an 8.5 percent
allocation. A substantial amount of this under-recovery is related to the poor
hydro conditions experienced during the hydro deferral period. Given the
significant net power cost under-recovery the Company is experiencing during the
deferral period and the asymmetry of our net power cost exposure of hydro
conditions, it is not reasonable to reduce the amount of hydro MWh variability
recoverable through the application of Mr. Buckley’s proposed 15 percent band,
which has never been adopted for any electric utility in Washington. Further, as
discussed by Mr. Duvall, the elimination of the impact of East side hydro
generation and the Staff proposed allocation methodology are not consistent with
the Revised Protocol.

Have you updated the Company’s hydro deferral calculation?

Yes. Exhibit No.  (MTW- 9) is an update of the hydro deferral calculation

based on actual hydro generation through Nevember20:-20050ctober 30, 2005

and estimates through December 31, 2005. Based on that information, the hydro
deferral is expected to total approximately $8.375 million through December 31,

2005. The Company is seeking recovery of this updated amount.

Rebuttal Testimony of Mark T. Widmer Exhibit No. (MTW-8T)

Page 4



10

11

12

13

14

15

16

17

18

19

20

21

22

23

PCAM

Q.

REVISED DECEMBER 30. 2005 Page 8

The impact of removing those sales would reduce Mr. Falkenberg’s proposed

adjustment by $21.3 million total Company.

Please explain Mr. Falkenberg’s recommendation on the Company’s
proposed PCAM.

Mr. Falkenberg’s primary recommendation is to reject the proposed PCAM for a
variety of reasons, some of which I will rebut in my following testimony. Policy
issues will be rebutted by Ms. Omohundro and allocation issues will be addressed
by Mr. Duvall. In addition, Public Counsel witness Black raises PCAM-related
issues that will be addressed by Mr. Tallman.

Is Mr. Falkenberg correct in his conclusion that the Company has not
demonstrated the need for a PCAM?

No. His conclusion is simply wrong because he ignores the facts. Exhibit

No.  (MTW-4) of my direct filed testimony demonstrates that net power cost
recovery has been substantially asymmetric in the favor of customers from 2000-
2004. It should also be noted that the trend continues through 2005, as actual net
power costs for the twelve month period ending September 2005 are running
approximately $2114+97 million higher than the Total Company level included in
Washington rates. Since 1999, the Company’s cumulative under-recovery totals
approximately $1.9 billion on a Total Company basis. Assuming roughly an 8.5
percent Washington allocation factor over this period, our Washington under
recovery has totaled $162+58 million. Based on the Company’s requested

revenue requirement, this under-recovery is equivalent to Washington customers

Rebuttal Testimony of Mark T. Widmer Exhibit No.  (MTW-8T)

Page 8
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REVISED DECEMBER 30. 2005 Page 11

evidence offered by the Company to support its request for a PCAM?

No. The arguments provide little support for his position and do not provide a
sound basis for rejecting the Company’s PCAM proposal. I will address these
criticisms in order.

Should the Commission ignore the data shown in Exhibit No._  (MTW-4),
as Mr. Buckley suggests?

No. Mr. Buckley’s criticism of using data during the Western energy crisis is ill-
founded, because market manipulation was but a single contributing factor to the
impacts suffered by the Company during the Western energy crisis. Among other
things, the region experienced the second worst water year on record, and the
Company also experienced a catastrophic outage at its low-cost Hunter 1 coal
generation facility. Even without the energy crisis, the Company would still have
experienced a significant under-recovery of net power costs. So the data from the
energy crisis cannot simply be discarded. Further, the trend of under-recovery
continues. For the twelve month period ended September 2005, excess net power
costs are approximately $211497 million. As demonstrated above, there is a
significant recovery exposure problem that is not being addressed through current
regulation.

Is Mr. Buckley’s argument that the Company’s participation in the
wholesale market exposes the Company to higher net power costs a valid
argument?

No. The suggestion that the Company’s involvement in the wholesale market

exposes the Company to higher net power costs is without merit. No party has

Rebuttal Testimony of Mark T. Widmer Exhibit No.  (MTW-8T)
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Please explain.

For the twelve month period ended September 2005, the Company has incurred
approximately $745 million in actual net power costs compared to the $534
million that was authorized in our last Washington case. In other words, the
Company has under-recovered approximately $211 Total Company, or almost $18
million on a Washington-only basis assuming an 8.5 percent allocation. A
substantial amount of this under-recovery is related to the poor hydro conditions
experienced during the hydro deferral period. Given the significant net power cost
under-recovery the Company is experiencing during the deferral period and the
asymmetry of our net power cost exposure of hydro conditions, it is not
reasonable to reduce the amount of hydro MWh variability recoverable through
the application of Mr. Buckley’s proposed 15 percent band, which has never been
adopted for any electric utility in Washington. Further, as discussed by Mr.
Duvall, the elimination of the impact of East side hydro generation and the Staff
proposed allocation methodology are not consistent with the Revised Protocol.
Have you updated the Company’s hydro deferral calculation?

Yes. Exhibit No.  (MTW- 9) is an update of the hydro deferral calculation
based on actual hydro generation through October 30, 2005 and estimates through
December 31, 2005. Based on that information, the hydro deferral is expected to
total approximately $8.3 million through December 31, 2005. The Company is

seeking recovery of this updated amount.

Rebuttal Testimony of Mark T. Widmer Exhibit No.  (MTW-8T)
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The impact of removing those sales would reduce Mr. Falkenberg’s proposed

adjustment by $21.3 million total Company.

Please explain Mr. Falkenberg’s recommendation on the Company’s
proposed PCAM.

Mr. Falkenberg’s primary recommendation is to reject the proposed PCAM for a
variety of reasons, some of which I will rebut in my following testimony. Policy
issues will be rebutted by Ms. Omohundro and allocation issues will be addressed
by Mr. Duvall. In addition, Public Counsel witness Black raises PCAM-related
issues that will be addressed by Mr. Tallman.

Is Mr. Falkenberg correct in his conclusion that the Company has not
demonstrated the need for a PCAM?

No. His conclusion is simply wrong because he ignores the facts. Exhibit

No.  (MTW-4) of my direct filed testimony demonstrates that net power cost
recovery has been substantially asymmetric in the favor of customers from 2000-
2004. It should also be noted that the trend continues through 2005, as actual net
power costs for the twelve month period ending September 2005 are running
approximately $211 million higher than the Total Company level included in
Washington rates. Since 1999, the Company’s cumulative under-recovery totals
approximately $1.9 billion on a Total Company basis. Assuming roughly an 8.5
percent Washington allocation factor over this period, our Washington under
recovery has totaled $162 million. Based on the Company’s requested revenue

requirement, this under-recovery is equivalent to Washington customers receiving

Rebuttal Testimony of Mark T. Widmer Exhibit No.  (MTW-8T)
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sound basis for rejecting the Company’s PCAM proposal. I will address these
criticisms in order.

Should the Commission ignore the data shown in Exhibit No._  (MTW-4),
as Mr. Buckley suggests?

No. Mr. Buckley’s criticism of using data during the Western energy crisis is ill-
founded, because market manipulation was but a single contributing factor to the
impacts suffered by the Company during the Western energy crisis. Among other
things, the region experienced the second worst water year on record, and the
Company also experienced a catastrophic outage at its low-cost Hunter 1 coal
generation facility. Even without the energy crisis, the Company would still have
experienced a significant under-recovery of net power costs. So the data from the
energy crisis cannot simply be discarded. Further, the trend of under-recovery
continues. For the twelve month period ended September 2005, excess net power
costs are approximately $211 million. As demonstrated above, there is a
significant recovery exposure problem that is not being addressed through current
regulation.

Is Mr. Buckley’s argument that the Company’s participation in the
wholesale market exposes the Company to higher net power costs a valid
argument?

No. The suggestion that the Company’s involvement in the wholesale market
exposes the Company to higher net power costs is without merit. No party has
suggested, for example, that the Company’s participation in the wholesale market

has been imprudent. In fact, participation in the wholesale market is necessary to

Rebuttal Testimony of Mark T. Widmer Exhibit No. (MTW-8T)
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