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PacifiCorp Results of Operations For Ratemaking Purposes
For The Twelve Months Ended September 2004 - Washington
Staff Proposed Revenue Requirement with MEHC

M @ @ @ ®
Unadjusted Ratemaking Total Adjusted  Price Change Results With
Results Adjustments at Present Rates with MEHC Price Change
Crperating Revenues: -4.8%

1 Genteral Business Revenues $190,885,740 $32,667,558 $223,653,298  ($10,728,654) $212,824,604

2 Interdepartmental 139 {5139} 0 1] 0

3 Special Sales 27,193,457 $39,002,238 66,195,695 1] 66,195,695

4 Other operating revenues 12,021,889 ($6,205,216) 5,816,673 0 5,816,673

5 Total Operating Revenues $230,101,225 $65,464,441 $205,565,666  ($10,728,694) $284,836,972

]

7 Operating Expenses:

8 Steam Production 57,125,483 $3,726,290 60,851,773 60,851,773

9 Nuclear Production 4 $0 0 4
10 Hydro Production 3,078,509 $918,859 3,997,368 3,997,368
11 Gther Power Supply 22,759,571 $57,041,688 79,801,259 79,801,259
12 Transmission 9,160,028 $517,412 9,677,440 9,677,440
13 Distribution 13,155,664 $620,185 13,775,849 13,775,849
14 Customer Accounting 7,519,963 $520,542 8,040,505 {38,623) 8,001,882
15 Customer Service & Info 2,667,155 ($2,190,610) 476,545 476,545
16 Sales 4,643 $19 4,662 4,662
17 Administrative & General 17,495,244 ($1,622,374) 15,872,870 15,872,870
18 Total 0&M Expense 132,566,260 59,532,011 192,498,271 (38,623) 192,459,648
19 Depreciation 30,326,447 {$351,839) 29,574,608 29,974,608
20 Amortzation 5,091,055 ($491,569 4,599,485 4,599,486
21 Taxes Other than Income 5,340,479 $764,574 6,105,053 (434,411) 5,670,642
22 Income Taxes: Federal 8,137,654 ($2,545,388) 5,592,266 (3,426,518) 2,165,748
23 : State 1,437,537 ($297,795) 1,139,742 {465,607) 674,135
24 Deferred Income Taxes 7,478,356 $4,280,843 11,759,199 11,759,199
25 Investment Tax Credit Adj. 0 50 0 0
26 Misc, Revenue & Expense (93,834} ($310,534) (404,368) (404,368)
27 Total Operating Expenses: 190,683,954 60,580,304 251,264,258 {4,365,160) 246,899,098
28
29 Operating Revenue for Return: $39,417,271 $4,884,137 $44,301,408 ($6,363,534) $37,937,874
30
31 Rate Base:
32 Electric Plant in Service 1,111,571,570 ($15,066,117) 1,096,505,453 1,096,505,453
33 Plant Held for Future Use 103,004 $0 103,004 103,004
34 Misc. Deferred Debits 9,176,647 {$4,697,721) 4,478,926 4,478,926
35 Electric Plant Acq Adj 7,969,300 $0 7,969,300 7,969,300
36 Nuclear Fuel 0 $0 0 0
37 Prepayments 2,022,441 ($2,095,473) (73,032) (73,032)
38 Fuel Stock 4,242 137 (54,242,137) 0 0
39 Material & Supplies 7.538,018 (57,510,356) 27,622 27,622
40 Working Capital 3,109,343 ($3,134,862) {25,51%) (25,519
41 Weatherization Loans 795,339 $33,180 828,519 828,519
42 Misc. Rate Base {641,005) $657,963 16,868 16,868
43 Total Electric Plant: 1,145,886,704 (36,055,5563) 1,109,831,141 0 1,109,831,141
44
45 Deductions:
46 Accum, Prov. for Depreciation {450,410,809) ($845,159) (451,255,968) (451,255,968}
47 Accum. Prov. for Amortization {26,346,583) $934,440 {25,412,143) (25,412,143}
48 Accum. Deferred Income Tax (71,446,449) {$4,895,676) {76,342,125} (76,542,125)
49 Unamortized ITC {2,123,888) $315,488 (1,808,200) (1,808,400)
50 Customer Advances for Const. . (837,950} $717,441 (124,509) {120,509)
51 Customer Service Deposits (1,606,372) S0 (1,606,372) (1,606,372)
52 Miscellaneous Deductions (8,169,862) ($3,957,833) (12,127,695) {12,127,695)
53
54 Total Rate Base Deductions: (560,941,913) (7,731,299) (568,673,212) 0 (568,673,212)
55
56 Total Rate Base: 584,944,791 (43,786,862) 541,157,929 9 541,157,929
57
58 Return on Rate Base 6.739% 8.186% 7.010%
59

60
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PacifiCorp Results of Operations For Ratemaking Purposes
For The Twelve Months Ended September 2004 - Washington
Staff Proposed Revenue Requirement with MEHC

m @ 3 &) 5
Unadjusted Ratemaking Total Adjusted  Price Change Results With
Results Adjustments at Present Rates with MEHC Price Change

61 TAX CALCULATION State Income Tax Rate 4.54%
62 PER company Federal Income Tax Rate 35.00%
63
64 Operating Revenue 56,470,818 6,321,798 62,792,616  (10,255,660) 52,536,956
65 Other Deductions
66 Interest (AFUDC) 0 50 0 0 ]
67 Interest 20,082,950 $2,973,814 23,056,764 0 23,056,764
68 Schedule "M" additions 41,008,254 $1,664,553 42,672,807 0 42,672,807
69 Schedule "M" deductions 52,708,145 $9,943,006 62,651,151 0 62,651,151
70
71 Income Before Tax 24,687,977 {4.930,469) 19,757,508 (10,255,660} {75,843,766)
72 State Income Tax 1,437,537 ($297,795) 1,139,742 (465,607) 674,135
73 Taxable Income 23,250,440 (4,632,675) 18,617,765 (9,790,053) (76,517,902)
74 Adjustments to FIT 0 ($353,842) (353,842) ] {353,842)

75 Federal Incorme Tax-Current 8,137,654 (1,975,278) 6,162,376 (3,426,518) 2,735,857

76 [




Calculation of Revenue Requirement Deficiency or (Excess):
a) Net Rate Base - Washington Jurisdiction

b) Proposed Rate of Return

c} Net Operating Income Requirement

d) Proforma Net Operating Income

e) Net Operating Income Excess

f} NOI > Revenue Conversion Factor

g) Revenue Requirement Excess (line e/line f)
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With Staff MEHC impact
541,157,929

7.0105%
37,937,877
44,301,408
(6,363,531)

59.3132%

$ (10,728,694)
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PacifiCorp General Rate Case
Conversion Factor Nominal
Tax Rate
1 Operating Revenue 100.0000%
2 Operating Revenue Deductions:
3 Uncollectible Accounts 0.3600% *1
4 Franchise Tax 0.0000%
5 WA Revenue Tax 3.8591% *2
6 WUTC Fee 0.1900% *3
7 Sub-Total 95.5909%
8 State Income Tax 4.3398% 4.540%
9 Sub-Total 91.2511%
10 Federal Income Tax @ 35%  31.9379% 35%
11 Net Operating Income Conversion Factor 59.3132%
12 Company uses inverse known as "Net to Gross Bump-up". 168.5965%
13
14 Per Company for Comparison

15 Exhibit No. (PMW-3), Tab 1, pages 1.3, Net Operating Income ~ 59.3046%
16 Exhibit No. ___ (PMW-3), Tab 1, page 1.2, Net to Gross Bump-up  168.6211%
17

18

19 Revenue Sensitive Tax Rates

20 customer accounting 0.3600%
21 other taxes 4.0491%
22

23 *1 Uncollectible Rate

24 uncollectible rate per Company  0.36000%
25

26

27

28

29 *2 Effective WA Revenue Tax

30 Total Revenue  100.0000%
31 Uncollectible  0.36000%
32 Revenue Tax Base  99.6400%
33 Revenue Tax Rate 3.8730%
34 Effective rate 3.8591%

*1 accepted Company number
*2 revised to reflect nominal tax rate on adjusted revenues
*3 current rate of February 2005
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Weighted Average Cost of Capital
Staff Proposal with MEHC
1 Type of Capital Cap.Structure Weighted Cost Debt Rate
2 Long-term Debt 51.30% 6.4266% 3.29685%
3 MEHC Double Leverage adjustment 15.50% 5.2500% 0.81375%
4 Short term Debt 4.00% 3.3200% 0.13280% 4.2434%
5 Preferred Stock 1.20% 6.5898% 0.07908%
6 Common Stock 28.00% 9.6000% 2.68800%
7 Weighted Average Cost of Capital 100.00% 7.0105%
8
9
10
11
12
13 Per Company for Comparison
14 Type of Capital Cap.Structure Weighted Cost Debt Rate
15 Long-term Debt 49.40% 6.427% 3.1747%
16 Short term Debt 0.0000% 3.1747%
17 Preferred Stock 1.10% 6.590% 0.0725%
18 Common Stock 49.50% 11.125% 5.5069%

19 Weighted Average Cost of Capital 100.00% 8.7541%
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Exhibit No. (TES-3)
Docket No. UE-050684
page 20 of 21
PacifiCorp UE-050684 Summary of Staff Adjustiments
As Filed
Revenue Revenue
Results based on Revised Protocol Adj. NOI Net Rate Base Requirement Requirement
No. Impact Impact Impact Irmpact Difference
1 Per Books $39,417,272 $584,944,791 $2,68L,161 §$ 19,879,477 $(17,198,316)
2 Uncontested Adjustments ($3,878,856) ($13,937,385)  $4,892,295 $6,014,192  ($1,121,897)
3
4 Contested Adjustments
5 REVENUES (Tab 3)
6 Weather Normalization 31 880,686 - (1,484,806) 2,823,280 (4,308,086)
7 O &M (Tab 4)
8 Capital Stock Expense Amort 41 - - 0 179,038 {179,038)
9 Wages & Benefits - Staff 4.10a 712,516 - (1,20L,277) - (1,201,277)
10 Scottish Power Cross Charge 413 (166,722} - 281,087 627,341 (346,254)
11 Miscellaneous A & G (revised) 418 85,242 (57,761) (150,543} - (150,543)
12 Remove RTO Expenses 4.19 46,741 - {78,804) - (78,804)
13 A&G Stretch (MEHC) 4.23 - - a (522,802) 522,802
14 NET POWER COSTS (Tab 5}
15 Mid-Columbia Contract Allocation 5.5 970,888 - (1,636,883) - (1,636,883)
16 Seasonal Contract Allocation 5.6 1,588,771 - (2,678,614) - (2,678,614)
17 QF Contract Allocation 57 1,077,995 - (1,817,462) - (1,817,462)
18 Hydro Deferral Recovery 5.8 (435,134) 1,139,571 868,311 - 868,311
19 TAX ADJUSTMENTS (Tab 7)
20 Property Tax Expense 72 (21,415) - 36,105 176,912 (140,807)
21 Renewable Energy Tax Credit 7.3 173,091 - (288,453) (273,313) (15,140)
22 IRS Settlement Amortization 74 - - 0 882,491 (882,491)
23 Malin Midpoint 7.5 151,400 (1,644,000} (449,566) 350,715 (800,281)
24 RATE BASE (Tab 8§)
25 Cash Working Capital 8.1 - 1,044,155 123,413 154,131 (30,718)
26 Remove Current Assets 8.1a - (17,956,094)  (2,122,313) - (2,122,313)
27 Trapper Mine Rate Base 8.2 - 432,239 51,088 70,815 (19,727)
28 Bridger Mine Rate Base 8.3 - 3,355,261 396,574 574,213 (177,639)
29 Major Plant - Pro Forma 8.4 {998,911) 36,329,508 5,978,082 7,047,072 (1,068,990)
30 Dawe Johnston Mine Closure 8.7 {115,131) - 194,107 234,004 (39,897)
31 Production factored Rate Base 8.10 857,454 (15,209,560}  (3,243,325) - (3,243,325)
32 Remove Naches & Skookumchuck 811 23,778 (459,532) (94,403) - (94,403)
33 Remove Trail Mountain 8.12 - (1,538,585) (181,852) - {181,852)
34 Remove Environmental Remediation 813 87,429 (482,508) (204,432) - (204,432)
35 Remove Transition Regulatory Asset 8.14 1,673,404 (2,249464)  (3,087,176) - {3,087,176)
36 New Eastside Resource Allocation 8.15 1,714,261 (31,477,428)  (6,610,647) - {6,610,647)
37 A & G Allocator - per books 8.16 609,573 (1,215,543)  (1,171,390) - {1,171,390)
38 A & G Allocator - Uncontested Adjs. 8.17 {149,163) 88,485 261,941 - 261,941
39 A & G Allocator - Staff Adjs. 8.18 (1,759) 51,779 9,086 - 9,086
42
43 Total $44,301,409 $541,157,929 ($10,728,696)  $38,217,566  {$48,946,262)
44 &%
45 * This column is unchanged from the % Increase in Revenues -4.80% 17.9%
46  Company’s filed case.
47
48 Rate Of Return 7.01050% 8.75411%
49 Conversion Factor 0.593132 0.593050
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Appendix to Exhibit No. ___ (TES-3)

Mechanics of the Exhibit

The following is a description of how to navigate Exhibit No. ___ (TES-3) and how it
compares to Exhibit No. ___ (PMW-3).

Starting at Exhibit No. __ (TES-3), page 1, Column 1; this is the same as Exhibit No. _
(PMW-3), page 2.2, Washington unadjusted results, also known as “per books” results.
Column 2 is the sum of the adjustments presented in pages 5 —19. Column 3 is the sum of
columns 1 and 2. Column 4 retrieves the revenue requirement from page 2 and shows the
revenue related expenses. Finally Column 5 shows the total results after Staff's revenue
requirement recommendation.

Page 3 of Exhibit TES-3 shows the calculation of the revenue requirement similar to the top
portion of the Company’s page 1.2, Exhibit No. (PMW-3).

Page 4 shows Staff’s recommended conversion factor which may be compared to the
Company’s Exhibit No. __ (PMW-3), page 1.3.

Page 5 of Exhibit No. ___(TES-3) calculates the recommended cost of capital and return on
rate base.

Pages 6-19 present Staff’s adjustments to the unadjusted results of operations. The format
of these pages follows the format of the first page of tabs 3, 4, 5, etc., in Exhibit No. __
(PMW-3). In Exhibit No. __ (PMW-3) the first page of the adjustment tabs is the sum of
the Company’s Types 1, 2, and 3. Staff does not distinguish between the "types” of
adjustments presented by PacifiCorp and has combined them in each adjustment. Each
column is one adjustment with the tax consequences of revenue or expense calculated in
the lower section of the column beginning at line 60. Note that Adjustment 7.1, interest
true-up, is automatically recalculated with changes in rate base or debt cost. This
recalculation is not shown in the paper copies, but may be found in the Excel spreadsheet
below the tax calculation in columns B - D.

Page 20 is a summary of the adjustments showing the net operating income impact and net
rate base impact of the uncontested adjustments and each staff adjustment. A comparison
to PacifiCorp’s adjustments is included.




