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BEFORE THE WASHI NGTON UTI LI TI ES AND TRANSPORTATI ON

COWM SSI ON
In the Matter of )
) DOCKET NO. UE-031311
PACI FI CORP d/ b/a PACIFIC ) Vol une |
POAER AND LI GHT COMPANY. ) Pages 1 - 19

A prehearing conference in the above matter
was held on April 20, 2004, at 10:00 a.m, at 1300
Sout h Evergreen Park Drive Sout hwest, O ynpia,
Washi ngton, before Adm nistrative Law Judge ANN

RENDAHL.

The parties were present as follows:

WASHI NGTON UTI LI TI ES AND TRANSPORTATI ON
COW SSI ON, by DONALD T. TROTTER, Assistant Attorney
General, 1400 South Evergreen Park Drive Sout hwest,
Post O fice Box 40128, O ynpia, Washington 98504-0128;
t el ephone, (360) 664-1189.

PACI FI CORP, by JUSTIN R. BOOSE (via bridge),
Attorney at Law, Stoel Rives, 900 Sout hwest Fifth
Avenue, Suite 2600, Portland, Oregon 97204; telephone,
(503) 294-9637.

Kathryn T. W/l son, CCR
Court Reporter
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PROCEEDI NGS

JUDGE RENDAHL: Let's be on the record. Cood
norni ng, everyone. |'m Ann Rendahl, the administrative
| aw j udge presiding over this proceeding. W are here
before the Washington Utilities and Transportation
Conmmi ssion this nmorning, Tuesday, April the 20th, 2004,
for a prehearing conference in Docket No. UE-031311
captioned, In the Matter of Pacifi Corp doi ng business
as Pacific Power and Light Conpany.

The parties were provided notice of an Apri
2nd prehearing conference in a notice served on al
parties on the 27th of February. On March 16th, the
Commi ssion notified all parties that the prehearing
conference was reschedul ed to today, April the 20th.
This prehearing was scheduled originally to take
i nterventions and establish a procedural schedule, but
on Thursday April 15th, the parties filed a settlenment
inthis matter.

So before we address the status of the case
and discuss the settlenent, let's take the appearances
of the parties, and we will begin with M. Boose. This
is the first formal appearance that's been taken in the
case, so if you could please state your full nane, the

party you represent, your full address, telephone
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nunber, fax nunber, and e-mail, that would be
appreci at ed.

MR, BOOSE: My nane is Justin Boose,
B-0-0-s-e. I'mwth the Stoel Rives Law Firmin
Portl and, Oregon, on behalf of PacifiCorp. M address
is 900 Southwest Fifth Avenue, Suite 2600, Portl and,
Oregon, 97204. M tel ephone nunber is area code (503)
294-9637. M fax nunber is area code (503) 220-2480,
and ny e-mmil address is jrboose@toel.com

JUDGE RENDAHL: Thank you. M. Trotter?

MR, TROTTER: Your Honor, |'m appearing for
the Commrission. M nanme is Donald T. Trotter
assi stant attorney general. My address is 1400 South
Evergreen Park Drive Sout hwest, PO Box 40128, O ynpi a,
Washi ngton, 98504-0128. M phone is (360) 664-1189.
Fax is (360) 586-5522, and e-nmil is
dtrotter @wt c. wa. gov.

JUDGE RENDAHL: Thank you. Public counsel is
not here this norning, but we al so have Hank M ntosh
and Yohannes Mariam of the Conmission staff here in the
room and Nick Garcia, who is with the Commi ssion's
policy staff, is also here in the room | thought I
woul d | et you know that, M. Boose, so you know who
el se is present.

MR, BOOSE: Thank you.
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JUDGE RENDAHL: M. Boose or M. Trotter, now
that the Staff and the Conpany have reached a
settlenent in this matter, | advised you prior to the
prehearing before going on the record that it does not
| ook |like the commi ssioners see a need to schedule a
settlenent hearing in this proceeding if we can clarify
some of the details on the record this norning. How
woul d you like to proceed?

MR. TROTTER: However you would like to
proceed, Your Honor.

JUDGE RENDAHL: |Is there a date on which the
parties need to have this matter resolved? Wen does
an order need to be drafted to accommdate the parties
needs?

MR, BOOSE: | think it's fairly open. There
is not a statutory tine line that |I'm aware of that
applies, and the filing is currently under suspension
but it's in the parties' interest to have the matter
resol ved as soon as possible.

MR. TROTTER:  Your Honor, Donald Trotter for
the Commi ssion staff. The original time [ine in the
rule was for an RFP to be issued around April 23rd of
2003, and that has been a matter of contention since
then and the subject of another docket, which we can

get into, if necessary. So we believe there is a tine
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1 period involved, but it's sort of by the boards now,

2 but we would agree with Pacifi Corp that as soon as

3 possi bl e woul d be appreciated, but | would not consider
4 this to be an enmergency-type situation

5 JUDGE RENDAHL: So if possible, by the end of
6 the nonth and maybe the first week in May. Wuld that
7 work for the parties?

8 MR. TROTTER: It would for Commi ssion staff,
9 Your Honor.

10 MR, BOOSE: And for Pacifi Corp, Your Honor

11 JUDGE RENDAHL: We'Ill work towards that goal
12 Agai n, dependi ng on what we discuss this norning, if

13 the comm ssioners want to have a hearing, then we may
14 need to schedul e one.

15 M. Boose, | noticed in the settlenent

16 agreenent that there is no discussion of the request

17 for a waiver of the RFP filing requirenment and whet her
18 Pacifi Corp intends to withdraw that request. Ws that
19 intended to be a part of the settlement?
20 MR. BOOSE: Your Honor, M. Trotter and | had
21 sone di scussions about that and believe that it is
22 covered by the settlement. |'mlooking for it now, but
23 I think there is language in it that has ot herw se
24 resolved the issues in the docket, which we both

25 interpreted to be a request for a waiver. Long way of
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saying yes, it is PacifiCorp's understandi ng that that
woul d effectively take care of that or nullify or
wi t hdraw t hat request.

MR. TROTTER: The | anguage | believe he's
referring to is in Paragraph 1, the second sentence,
where it says, The parties agree that the settl enent
stipulation resolves all issues necessary to resolve in
the docket. So if it's necessary to resolve the
petition for waiver, then it is resolved, and, |
believe, negatively. Meaning it would be effectively
denied, but | don't think there is a reason necessarily
to contain that in the order, but | think Pacifi Corp
and | are in agreenent that that's the effect of it.

JUDGE RENDAHL: M. Boose, are you in
agreenent that the effective Paragraph 1 is that the
request is effectively denied or that Pacifi Corp
wi t hdraws the request?

MR. BOOSE: |'mnot certain there is a
difference. | guess probably the preference would be
to have it withdrawn to avoid any possibility of any
precedent.

MR. TROTTER: | have no objection to that. |
don't see a real difference between the two outcones.

JUDGE RENDAHL: Thank you. In terns of

neeting the requirenents for acting on a settlenent --
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"Il start with M. Boose -- can you state on the
record why you believe the proposed settlenent is
consistent with the law, in particular with PURPA, how
it conplies with PURPA and the Commi ssion statutes and
rules, and why it's in the public interest and
appropriate for the Commr ssion to adopt the settlenent.

MR, BOOSE: Certainly, Your Honor. | would
i ke one last point on the w thdrawal of our
application for waiver. | would like to note that ny
position is that that continue -- towards the end of
this agreenent, there is sone |anguage to the effect
that it's all sort of contingent on the Comni ssion
adopting it in this form so | wuld |like to have the
wai ver included in that on the very unlikely chance
that the Conmi ssion didn't adopt the settlenment that |
hadn't prejudice our rights on the waiver. So | think
it's a very unlikely issue to arise, but | would |ike
to make the point nonethel ess.

Wth that, I'l|l address your other question
| do believe the settlenment is consistent both with
PURPA and to Conmi ssion regul ation. The general intent
of PURPA, sort of consistent with ratepayer neutrality,
is to encourage the devel openent of cogeneration and
smal | power production, and the Conm ssion has seen in

its regulation that to utilize an RFP process to do
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that, | think the twin ainms of the process being both
to provide a forumfor interested parties to bid their
resources on a conpetitive basis to the purchasing
utilities, and I think a secondary aim although not
necessarily explicit, is to provide price signals to
utilities, the parties, and the Conmm ssion for purposes
of further refining the utilities' avoided cost and

al so for judging the prudency of utility purchases and
resource acquisitions generally. So | think that's
what we are trying to do with the process under the
Conmi ssion's rules and PURPA, and | think the

settl enent agreenent effectuates those ains for severa
reasons.

One, the settlenment agreenent provides -- |
guess by way of background, Pacifi Corp has undergone
and is in the process of undergoing a nunber of, we'l
call them conpany-sponsored RFP's to distinguish them
froman RFP under the regulation, and these RFP's are
all sort of carefully tailored to fit with the specific
resource needs of PacifiCorp as highlighted in its
i ntegrated resource plan, and part of this settlenent
provi des that PacifiCorp will make information
concerning bids and bid analysis fromthose RFP' s
available, and it is the Conpany's position and has

been the Conpany's position throughout this docket and
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the rel ated dockets that that bid information and the
process is a bid evaluation process for those RFP' s,
provi de the best current and appropriately tailored
price information to the Comm ssion, Conmi ssion staff
and the parties concerning resources out there in the
mar ket generally, and it's been PacifiCorp's intention
to use those RFP's as, if you will, a substitute
provided in the rules, and that's not really out of any
intention to circunvent the rules. Sinply out of an
understanding that there is a little nore flexibility
internms of tailoring the proposal to its resource
needs as provided by the rule.

But | think in that light, this settlenent
agreenent is consistent with the public interest, the
Conmi ssion's regul ati on, and PURPA because it
facilitates a way for information regarding al
proposal s subnmitted to the Conmpany to be brought to the
Conmi ssion's attention, and it also satisfies the
mechanics of the rules in ternms of actually providing
for an RFP consistent with the Conmission's rules. So
| think in general, that suns up ny thoughts on those
matters.

JUDGE RENDAHL: Thank you, M. Boose.

M. Trotter?

MR, TROTTER:. Well, in large part, | don't
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di sagree with what he said, but there are sone areas |
would Iike to perhaps refine or clarify. First of all
this docket has a history. As | nentioned at the
begi nning, it was the Commi ssion staff's belief that
the rules required a filing of an RFP April 23rd of
| ast year, which was 90 days fromthe filing of
Paci fi Corp's | east-cost plan, which was filed on
January 24th of |ast year. The Conpany did not share
that view but ultimtely filed the application that
started this docket on August 15th of |ast year. The
Conpany was trying to conply with the Conmm ssion's
rul e, which specifically was WAC 480- 107-0602(a) .
There was di spute about whether that application
applied and supplenental filings, and ultimtely, the
Conmi ssi on suspended that filing, so that RFP was not
i ssued. The Conpany on the | ast day of 2003 requested
a waiver of the RFP filing requirement, and then we
were able to reach the settlenent which is before you.
The purposes of PURPA are essentially as
M. Boose articul ated, but they are also congress's
requi renent that the states participate in establishing
the avoided cost for a utility, and that can be done a
couple of ways. It can be adm nistratively detern ned,
or it can be done as a result of a conpetitive bidding

process. The Commi ssion here has chosen the later, and
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that is now codified in the rule, WAC 480-107. That
rul e does contenpl ate conpani es issuing RFP' s outside
the process enunerated in the rule, but it does not
suppl ant the requirenent for the filing of an RFP, or
at least the filing of a waiver of such a requirenent.

So we believe that in context, now we are a
year out when the Staff believed it ought to have been
filed, a new |l east-cost plan cycle is under way, so
with the advent of these other RFP's that have been
i ssued, the bid date under this settlenent stipulation
plus issuing this RFP under the rule will satisfy
PURPA.

I will note, there was another docket rel ated
to this docket, UE-031942, and that was a penalty
docket in which the Conmission did find that the
Conpany should have filed an RFP on or around Apri
23rd of 2003, and the Conpany sought mtigation, got
some mtigation. They did pay the penalty and the case
cl osed, so we think going forward, we think the Conpany
understands the requirenents and will be conplying with
the rule, which includes seeking a waiver, in the
future.

So we believe the past problens have been
resolved and it's in the public interest to approve the

settlement for that reason, and we believe that it
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conplies with PURPA for the reasons M. Boose and
have arti cul at ed.

JUDGE RENDAHL: Ckay. So in terms of what
you |l ast said, | have a question about that. Does this
settlenent then in a sense close the book on the
probl emof the filing an RFP followi ng the npbst recent
| east - cost plan?

MR TROTTER:  Yes.

JUDGE RENDAHL: But in terns of what m ght
happen in the future for the next |east-cost plan, what
| heard you say is it's possible with the next
| east-cost plan, which is due to be filed next year --

MR. TROTTER: | believe that's true

JUDGE RENDAHL: -- that the Conpany may seek
a wai ver of the RFP filing requirenent instead of
filing an RFP

MR. TROTTER: That is contenplated by the
rule itself. The rule itself has a provision that
permts conpanies to seek waivers, and | think that
obvi ously, the Conpany is well aware of that because
they filed one in this case.

I think the other docket | referred to,
031942, resolved the issue as to what the rule nmeans
and what the Conpany needs to conply. It's ny

under st andi ng the Conpany is very well aware of that.
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So | think going forward, we won't have the sane
interpretive issue we had in the past.

JUDGE RENDAHL: M. Boose?

MR. BOOSE: | agree in substance with
everything M. Trotter just said. The Conpany believes
inits request for waiver all the reasons that were
articulated there, but given that was set for hearing,
the reason for that, this settlenment was sort of a
reasonabl e way of wapping all this up both as to the
past filing and the mechanics thereof and as to the
requi renents going forward, so | think for those
reasons, it's a good settlenment.

JUDGE RENDAHL: The reason I'masking this is
are we going to be back here in another year and a half
dealing with the same issue?

MR, TROTTER: |f you nean by "sane issue"
whet her there is a waiver, we mght be. | don't know
if the Conpany will file for a waiver or not, but what
will be different next time is that action will be nore
timely, so the Conpany, | think, is clear now that they
need to file an RFP within 90 days of their | east-cost
pl an or seek a waiver of that requirement, so we won't
be a year out next tine.

MR, BOOSE: | agree, Your Honor. You will

see within 90 days of the next |east-cost plan either a
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draft RFP as contenplated by the Rule or a tinely

wai ver, so it is possible that the issue of the
propriety of a waiver will come before the Comni ssion
in connection with the next cycle, but it wouldn't
really have any direct relation to -- | don't think
there is anything in this docket that's precedential in
terms of a waiver. There is certainly instructive

| anguage in the settlenment and in the Conm ssion's
order in the other docket that M. Trotter has referred
to, making clear the nature of the obligation, and the
Conpany understands that. Hopefully, that answers the
questi on.

JUDGE RENDAHL: Let ne think here for a
mnute if there is any other questions | have for you
bot h.

MR, TROTTER: | just have one thing, Your
Honor. The settlenent document | filed does contain an

accurate copy of the Conpany's signature page, but | do

have the original, if that's necessary, to be filed. |
received that yesterday. |If that's necessary, | can
give it to you. I'msatisfied with what's in the file.

JUDGE RENDAHL: Maybe if you file that with
the Comm ssion and then we will go forward with that
corrected version.

In terns of the | anguage of the first
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paragraph RFP, the change that's proposed in
Par agraph 3 of the stipulation, the | ast sentence where
it says, "PacifiCorp will evaluate all resources

of fered under this bidding rule,” does that enconpass

both any bids that might come in under this RFP as wel
as any bids that m ght conme in under the Conpany's own
RFP process?

MR. BOOSE: | don't believe that it's the
intention that this paragraph speak to anything with
respect to the conpany's RFP's. The |language in this
paragraph is sort of specifically what is in contention
in this docket. Absent the settlenent and setting
aside the issue of the waiver, there has been some
general disagreenent between Staff and the Conpany as
to the prior |anguage submtted by Pacifi Corp, which
kind of came out, and in effect said we are issuing
this RFP but we don't intend to acquire any resources
hereunder, and Staff raised some concerns that they
felt that that was potentially discouraging to bidders,
so part of this settlenent process was the Conpany and
Staff agreeing on | anguage that those parties, | think,
felt adequately represented the regul atory requirenment
on the one hand be filed and the Conpany's position

with respect to acquiring resources under it.

It's not clear in my m nd whether an RFP
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which is a dual -resource block, is going to attract
bids or not, but it is clear that if it does, the
Conpany has the responsibility to evaluate them and it
intends to do so, and that's what the paragraph
reflects. Al of the other RFP's that we discussed,

t he Conpany-sponsored RFP's, are really being done
outside the auspices of the rule, so while it's
certainly the case that the Conpany wi |l eval uate bids
t hereunder, and obviously, if they select one in any
given RFP, we'll need to nake the requisite showi ng as
to its calculations and why it felt that that woul d be
that proposal, but | don't think that that eval uation
process is really directly governed by the rule, the
Washi ngt on WAC 480-107 rul e.

JUDGE RENDAHL: M. Trotter?

MR, TROTTER: Three points. No. 1, any bids
under this RFP will be evaluated, but bids submtted
under, or other RFP's issued by Pacifi Corp outside of
this one would not be eval uated under this one, so this
is a unique RFP.

No. 2, the | anguage that's quoted there that
you are focusing on is essentially the same as that
included in the Avista Corp RFP that was approved by
the Conmmission, and third, while the RFP does quote a

zero-resource block for additional resources, that
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woul d not prevent a bidder from bidding a resource to
Paci fi Corp that woul d di splace one of its existing
resour ces.

So for exanple, if PacifiCorp is operating a
relatively high-cost resource, say, as a peaking
facility, soneone could bid a peaking facility that
woul d undercut that price or that cost, and we would
expect PacifiCorp to evaluate that, and if it was truly
a nore econom cal way to operate, then it would
purchase that displaced resource, but that would not be
an incremental resource.

JUDGE RENDAHL: Thank you. One | ast
guestion, which really goes to the PURPA and
avoi ded-cost requirenent. How does this | anguage help
the Commission to neet its obligation under PURPA to
establish an avoi ded cost for the Conpany?

MR. TROTTER:  Your Honor, | don't think PURPA
requires the Conmi ssion to determ ne avoi ded cost.

FERC has stated that a conpetitive bidding process will
suffice. This RFP is a furtherance of that process,
and | believe that conplies with PURPA as interpreted
by the FERC.

MR, BOOSE: | would agree, Your Honor. The
conbi nation of this RFP and the Conpany's other RFP's

is probably the w dest possible net that could be cast
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to attract resource proposals, and again, the

Commi ssion's rul es provide that the evaluation of any
resources that are submitted under the RFP pursuant to
the rules will be nade available to the Commi ssion and
will informthe avoi ded-cost process, and the

settl enent agreenent further provides that bids and bid
eval uations fromthe other RFP's will be nade avail abl e
to the Conmission as well. So if you take all that

i nformati on together, that's about as good as it gets
in terms of evaluating what other resources are out
there for purposes of |ooking at the Conpany's avoi ded
costs.

MR, TROTTER: Al so, Your Honor, PURPA
requires utilities under certain circunstances to
purchase energy fromwhat are called "qualifying
facilities," and this RFP, at least, will be a vehicle
for a qualifying facility to approach the Conpany, and
if they are dissatisfied with the way their resource is
eval uated or treated, this will be a vehicle for them
to come to the Commi ssion and seek recourse if any is
avail abl e.

JUDGE RENDAHL: | do appreciate your
responses. | know that it may be a little nore
i n-depth than nmaybe you thought we might get into this

norni ng, but | do appreciate it. Are there any further
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comrents that any of the parties would wi sh to nake?

MR. TROTTER: | have none, Your Honor

MR. BOOSE: | have none either, Your Honor

JUDGE RENDAHL: This is what | will do. |
pl an to conmunicate with the conm ssioners what
transpired this norning, the comments you all have
made, and if the conm ssioners are satisfied that any
of their remaining questions are answered, then we will
just go forward with an order fromthe Comm ssion and
try to acconplish that by the end of April or the first
week in May. Are there any questions?

MR, TROTTER: None. Thank you, Your Honor

MR. BOOSE: No questions, Your Honor. Thank
you.

JUDGE RENDAHL: Then this prehearing is
adj ourned. Thank you all for attending this norning.
We will be off the record.

(Prehearing concluded at 10:30 a.m)



