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BEFORE THE WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION

	In the Matter of the Petition of

Pacific Power & Light Company d/b/a

PACIFICORP,

For an Order Authorizing the Sale of the Water Rights and Associated Assets of the Naches Hydroelectric Facility in accordance with WAC 480-143 and RCW 80.12 .
	DOCKET NO. UE-021118
ORDER GRANTING APPLICATION


BACKGROUND

1 On August 29, 2002, Pacific Power & Light Company d/b/a PacifiCorp (PacifiCorp), filed with the Commission an application pursuant to the provisions of Chapter 80.12 RCW and Chapter 480-143 WAC, for authority to sell water rights and assets associated with the Naches hydroelectric facility (“Naches Project”) and to approve PacifiCorp’s proposed method of accounting for the transaction. 

2 PacifiCorp proposes to transfer to the Bureau of Reclamation (“Reclamation”) the water rights, land, easements, and related assets of the Naches Project, including certain fixtures, the powerhouses, dam and irrigation easement related to the Naches project.  The terms and conditions of the transaction are set forth in the Water Rights Purchase Agreement Between PacifiCorp and the Bureau and Reclamation dated August 21, 2002.  Reclamation will assume responsibility for operating and maintaining the canal as well as meeting all rights of downstream users.  PacifiCorp will be given the necessary easements and retain land and structures required to access, operate, and maintain the Naches substation.

3 PacifiCorp proposes to transfer the water rights and assets related to the Naches Project to Reclamation because it is now a lower cost option for PacifiCorp to purchase energy at market rather than face increased operating costs, declining generation due to decreased water flows resulting from fish enhancement efforts, and the possibility of a lengthy and expensive licensing process at the Federal Energy Regulatory Commission.  Reclamation’s stated purpose is to increase water flows in this part of the Naches River to improve stream and other wildlife habitat for the benefit of steelhead and salmon.  The Bureau of Reclamation will not generate electricity at these facilities or sell the facilities to third parties for power production at these sites.

4 The projected sale price is currently $7.48 million, plus the fair market value of real estate to be transferred, which will be determined by an independent appraiser before the transaction closes.  The sales price is based on the current book value of the assets to be transferred, the estimated costs of environmental remediation, relocation of a substation control building and other transaction costs.  The expected impact of the sale is to lower the company’s future revenue requirement related to the Naches Project.  The expected present value of the future reduction over 30 years in Washington revenue requirement is approximately $504,000.

5 The sales price is very close to the book value of the water rights and associated assets of the Naches Project.  Based on an estimate of the appraised value of the real estate, PacifiCorp expects an after-tax net gain of approximately $74,000 on the transaction.  The final appraised purchase price for real estate will affect the gain or loss calculation.  PacifiCorp proposes to credit its Washington customers with 100 percent of Washington’s allocated share of the actual net gain.  The gain will be deferred and the appropriate allocation of Washington’s share shall be determined in the Company’s next general rate case.

6 PacifiCorp requests that the Commission enter its Order by October 15, 2002, so that the transfer can be completed at the end of this year’s irrigation season.

FINDINGS OF FACT

7 PacifiCorp is a public service company subject to the jurisdiction of the Commission under the provisions of and in accordance with WAC 480-143 and RCW 80.12.

8 The terms and conditions of the transaction are set forth in the Water Rights Purchase Agreement attached to the Application as Exhibit BGC-2.  The purchaser of the water rights and assets associated with the Naches Project is the United States Bureau of Reclamation.  PacifiCorp entered into the agreement based on its review of several factors affecting the future costs related to the project as compared to energy priced at market.
9 The request for approval authorizing the sale of facilities in accordance with WAC 480-143 is reasonable and consistent with the public interest and the Commission should grant PacifiCorp’s request.

10 This matter was brought before the Commission at its regularly scheduled open meeting on October 9, 2002.  The Commissioners, having determined this order to be consistent with the public interest, directed the Secretary to enter the following order and related provisions.
CONCLUSIONS OF LAW

11 The Washington Utilities and Transportation Commission has jurisdiction over PacifiCorp and the sale of and assets associated with the Naches Project, the subject matter of this proceeding.  RCW 80.12 and WAC 480-143.

12 It is consistent with the public interest that the Commission grant PacifiCorp’s request for authorization to sell the water rights and assets associated with the Naches Project and approve PacifiCorp’s proposed method of accounting for the transaction.
O R D E R

13 THE COMMISSION GRANTS the petition of Pacific Power & Light Company d/b/a PacifiCorp for authorization to sell the water rights and associated assets of the Naches Project.

14 The proposed accounting treatment of the sale is approved, as specified above.

 DATED at Olympia, Washington, and effective this  9th day of October,  FORMDROPDOWN 
.
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