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ALJ Bench Request No. 8

Bench Request No. 8
For Pacific Power & Light Company (Pacific Power or Company): 
1. Please provide a recalculation of all restating and pro forma adjustments to average-of-monthly-averages (AMA) for Shelley E. McCoy Exh. No. SEM-7 and SEM-8 filed in rebuttal testimony on April 7, 2016. 

2. Please provide a separate recalculation of all restating and pro forma adjustments to end-of-period basis (EOP) for Shelley E. McCoy Exh. No. SEM-7 and SEM-8 filed in rebuttal testimony on April 7, 2016. 

Pacific Power’s Response to Bench Request No. 8
Please refer to Attachments ALJ Bench Request 8-1 through 8-4 for requested recalculation of Shelley E. McCoy Exh. No. SEM-7 and SEM-8, per Bench Request No.8, Questions 1 and 2, respectively.  Only those specific adjustments that are impacted by this request have been included in the workpapers provided in support of below attachments.
	Attachment
	Description

	Attach ALJ Bench Request 8-1
	Revised Exh. No. SEM-7, all AMA adjustments

	Attach ALJ Bench Request 8-2
	Revised Exh. No. SEM-8, all AMA adjustments

	Attach ALJ Bench Request 8-3
	Revised Exh. No. SEM-7, all EOP adjustments

	Attach ALJ Bench Request 8-4
	Revised Exh. No. SEM-8, all EOP adjustments


The Company’s position is that setting rates using an all average-of-monthly-averages (AMA) approach to rate base is inappropriate, as AMA rate base reflects rate base at a level materially lower than levels representative of the rate base balances that will be in service and serving customers during the rate-effective period.  The diagram below illustrates this principle:
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                                                       18 months regulatory lag  
AMA balances represent approximately the mid-point balances of a given time period.  In the current filing, with base period data sourced from the 12 months ended June 2015, AMA rate base would set balances at approximately December 2014 levels.  In other words, using an all AMA rate base approach in the Company’s current filing, which includes a two-year rate plan, means rates would  reflect the rate base actually in place 18 months before the requested rate-effective date for Year 1 of the rate plan, and 30 months before the rate-effective date of Year 2.  

On the other hand, using an all end-of-period (EOP) approach to rate base would serve to mitigate six months of regulatory lag for historical rate base balances.  (See diagram below).  However, using EOP for pro forma adjustments would lead to rates being set on pro forma balances reflective of rate base levels that will be in place at the end of the rate-effective period, which is not representative of levels that would be in service and serving customers during that same time period.
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Accordingly, the Company’s proposal in this proceeding is to use EOP rate base for historical rate base, while applying AMA methodology for pro forma adjustments.  This approach mitigates regulatory lag on historical balances and most accurately reflects rate base levels that will be in service and serving customers during the rate-effective period.
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1 McCoy, Exh. No. SEM-1T at 9:22-11:6; McCoy, Exhibit No. SEM-6T at 17:4-18:2.
2 Ball, Exh. No. JLB-1T at 61:2-17.

