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delivered to PSE from the PPA, and the 221 MW of capacity that was originally
envisioned in the 2011 IRP for a self-build SCCT resource addition.

In PSE’s Exhibit No. _ (CB-4HC), page 18, the RFP scoring results for
Phase II show the Company-proposed plant offer as having a negative portfolio
benefit of $62.4 million, with significantly higher risks associated with the
acquisition than the Alternative plant offer with its portfolio benefit of $96.1 million.
Staff’s Exhibit No.  (DCG-4HC) shows a table of purchase price offers for both
The Alternative plant and the Company-proposed plant. Staff believes that the
Alternative plant’s purchase price offer of ? is the appropriate resource
benchmark for calculating an equity return based on the Alternative plant’s capacity
and that it is the lowest total cost and lowest risk option for the Company. Staff does
not agree with PSE’s addition of upgrades to the Alternative plant’s purchase price to
meet operational standards and for recovery of transaction costs related to the
acquisition. These costs are not supported by any data and, in the case of transaction
related costs, may already be included in rates.

Staff’s Exhibit No. ___ (DCG-5) shows an updated equity return calculation
for the PPA using the Alternative plant’s purchase price. Staff also corrected an
error in PSE’s Exhibit No. _ (RG-9) worksheet as revised by the Company on
September 19, 2012. The error overstated the monthly MWh equity adder.”® The
revised total equity adder for the PPA at Staff’s recommended levels is $33.7

million, compared to the $86.2 million proposed by the Company. Staff
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e $2.57i5-$8 il 11 8-milli ifference)- The Company S worksheet, Exh1b1t No (RG-
9) arrives at an equ1tv adder of $2 92 MWh in cell B22, When $2.92 MWh is multiplied by the 33,595.680
MWh delivered in the PPA, the resulting equity return over the life of the PPA is $98.099.386. The
nominal return calculated by the Company in Exhibit No. _ (RG-9), cell B15 is $86,224.923/1,000,000.
Staff worked its way backwards in the worksheet in Exhibit No, (RG-9) and identified the Company’s
- error in cell B17. The correct formula should be expressed as: = - PMT(0, 133, B15) instead of =
Bl6/XNPV(B9.,127:1159.B27:B159).
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