
BEFORE THE WASHINGTON State UTILITIES AND TRANSPORTATION COMMISSION

	WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION, 


Complainant,

v.

PACIFICORP d/b/a PACIFIC POWER AND LIGHT COMPANY,


Respondent.


	DOCKET UE-111190
SETTLEMENT STIPULATION 


1 As described below, all parties to this docket, i.e., PacifiCorp d/b/a Pacific Power & Light Company (PacifiCorp or the Company), Staff of the Washington Utilities and Transportation Commission (Staff), the Public Counsel Section of the Office of the Attorney General (Public Counsel), the Industrial Customers of Northwest Utilities (ICNU), and The Energy Project
 (individually, Party; collectively, Parties) have reached an agreed resolution of issues in this docket, subject to Commission approval.
  Consequently, this Settlement Stipulation (Stipulation) is being filed with the Commission as a “full settlement” pursuant to WAC 480-07-730(1).  The Stipulation consists of this document, entitled “Settlement Stipulation,” and Appendices A, B, and C.
2 The Parties understand that this Stipulation is not binding on the Commission or any Party unless and until the Commission approves it.

I.
PARTIES

3 The parties to the Stipulation in this docket are PacifiCorp, Staff, Public Counsel, ICNU, and The Energy Project.  
II.
RECITALS

4 On July 1, 2011, PacifiCorp filed with the Washington Utilities and Transportation Commission (Commission) revisions to its currently effective Tariff WN U-75, designed to effect a general rate increase for electric service.  In the filing, the Company requested a revenue increase of $12.9 million, or 4.3 percent.  
5 The filing was based on an historical twelve-month period ended December 31, 2010, with limited restating and pro forma adjustments.  In particular, net power costs reflected the normalized pro forma costs for the 12-month period ending May 31, 2013, the rate effective period in this case, scaled back to the historic test period using the production factor.
  The Commission suspended the filing and approved commencement of discovery in Order 01, dated July 28, 2011.
  By an order dated August 12, 2011, presiding Administrative Law Judge (ALJ) Patricia Clark granted the petition to intervene of ICNU.
  At the Prehearing Conference on August 23, 2011, The Energy Project was also granted intervention in this proceeding.
  By an order dated October 28, 2011, ALJ Clark granted the petition to intervene of IBEW Local 125 subject to conditions.
  

6 Pursuant to Order 01, Staff, Public Counsel, and ICNU conducted extensive discovery on the Company's direct testimony.  The Parties gathered for an initial settlement conference on November 18, 2011.  The Parties did not agree to settle this case in their initial discussions.  

7 Staff, Public Counsel, ICNU and the Energy Project filed Responsive Testimony on January 6, 2012.  Staff filed testimony on policy, various revenue requirement issues, net power costs, cost of service and rate design, and low-income issues.  Staff recommended a revenue requirement increase of $3.3 million. Public Counsel filed testimony on selected revenue requirement issues, recommending adjustments of $3.1 million.  ICNU filed testimony on revenue requirement issues and net power costs, recommending adjustments of $3.7 million and $10.1 million, respectively.  The Energy Project filed testimony supporting a plan to resolve the low-income issues raised in this case, a plan also outlined in the testimony of Staff.  
8 The Parties participated in a second settlement conference on February 1, 2012, facilitated by Settlement Judge Gregory J. Kopta.  At the settlement conference, the Parties presented proposals and counter-proposals culminating in an agreement to a comprehensive settlement of this case. 
9 The Parties have reached an agreed resolution of this proceeding, set forth in the following Stipulation, which is entered into by the Parties voluntarily to resolve matters in dispute among them in the interests of expediting the orderly disposition of this proceeding.  The Parties intend to file the Stipulation with the Commission and request Commission approval of the Stipulation. 
III.
AGREEMENT
A.
Rate Increase and Rate Effective Date  
10 The Parties agree that PacifiCorp shall be authorized to implement rate changes designed to increase its annual revenues from Washington customers by $4.5 million (or 1.5 percent).  The Parties agree that the rate changes identified herein will be effective with service on and after June 1, 2012.  The suspension period in this case ends on May 31, 2012.  As shown in Appendix A and detailed below, the Parties agree that the proposed $4.5 million rate increase reflects specific updates and adjustments to the Company’s filed case, as well as an additional non-specific adjustment related to a compromise of issues on which resolution could not be reached.  Below is the agreement on specific items reflected in the Company’s revenue requirement. While certain adjustments were specifically addressed in the settlement, they are being accepted only as part of a comprehensive settlement stipulation that resolves all issues associated with the Company’s original filing. As such, they should be viewed in the broader context of the total settlement stipulation. The Parties agree that costs and revenues will not be subject to further updates under this Stipulation.  
11 
1) Net Power Cost Update
This update includes a decrease in revenue requirement associated with net power costs of $2.9 million to reflect updates supplied by the Company in discovery in December 2011. This net power cost update is consistent with Commission practice in prior cases, except as discussed in item Section III, Paragraph A.7 below.  These updates and the adjustment in Section III, Paragraph A.7 produce west control area net power costs of $548.6 million and Washington allocated net power costs of $124.0 million.
12 
2) Ancillary Service Revenue (Seattle City Light) Update
This update includes an increase in ancillary service revenues in connection with the Company’s new contract with Seattle City Light. This update reduces the revenue requirement by $2.2 million.
13 
3) Non-Recurring Demand Side Management (“DSM”) Expense Correction 
This adjustment reduces revenue requirement by $68,064 for certain DSM expenses that should have been booked to the DSM balancing account.
14 
4) Legal and Litigation Expense
This adjustment reduces revenue requirement by $16,633 for legal and litigation expenses that are more appropriately allocated to states other than Washington or below the line.
15 
5) Self Insurance 
This adjustment rejects the Company’s proposal for “Self Insurance” through establishment of a reserve account and adopts a six-year average of actual damage expenses. The total settlement adjustment reduces revenue requirement by $384,381.
16 
6) Administrative and General Expenses
The settling parties have agreed to remove the following administrative and general costs:

(a) Advertising costs: This adjustment removes certain advertising costs that should have been allocated to other states or booked below the line. Settlement adjustment of $1,268.

(b) Memberships and Subscriptions Expense: This adjustment removes certain dues that were either more appropriately allocated to other states or below the line. Settlement adjustment of $16,721.

(c) Directors’ and Officers’ Insurance: This adjustment removes 100 percent of directors’ and officers’ insurance from the test year.  Settlement adjustment of $23,535.

(d) Meals/Legislative/Charitable Expenses: This adjustment removes certain legislative, charitable and employee meal costs. Settlement adjustment of $4,420.
17 
7) Net Power Cost Expense
This adjustment rejects the Company’s proposal to update coal costs which reduces revenue requirement by $1,490,583.
18 
8) Miscellaneous Rate Base
This adjustment removes from rate base the prepaid asset associated with Chehalis maintenance costs. This adjustment reduces revenue requirement by $114,054.
19 
9) Production Factor
This adjustment recalculates the production factor to account for changes to new power cost components. This adjustment increases revenue requirement by $77,316.
20 
10) Interest True-Up
This adjustment provides a true up for interest costs based on other adjustments included in the settlement revenue requirement. This adjustment increases revenue requirement by $13,842.
21 
11) Miscellaneous Settlement Adjustment
 In addition to specific updates and adjustments, the Parties agree to an additional $1.2 million decrease to revenue requirement.

The Company’s initial filing did not propose any change to the Company’s cost of capital determined in Order 06 in Docket UE-100749 other than an update to reduce the Company’s cost of debt from 5.89 percent to 5.76 percent and an associated reduction in the overall rate of return from 7.81 percent to 7.74 percent.
  No Party objected to this approach to cost of capital in responsive testimony.  Therefore, the Parties agree that for ratemaking purposes in Washington, the Company’s capital structure and return on equity from Docket UE-100749 remains unchanged, while the Company’s cost of debt and overall rate of return have been updated as noted.   
22 There are numerous adjustments identified by the non-Company parties which are not specifically addressed by this Stipulation.  Parties are free to raise these and any other issue in the Company’s next rate case.
B.
Rate Spread
23 The Parties agree that the increase will be spread to all rate schedules, other than street lighting, on an equal percentage of revenue basis.  Street lighting schedules will receive no increase.  Appendix B to this Stipulation shows the results of the agreed rate spread by rate schedule.  
C.
Rate Design

24 The Parties agree to request that the Commission accept the Company’s rate design proposal that applies an equal percentage increase to all billing elements as set forth in the Company's direct testimony in this proceeding
 with one exception:  the residential basic charge will remain at $6.00 per month.
  Appendix B demonstrates this rate design, shows the monthly impact of the rate change on residential customers, and  contains the workpapers reflecting the rates designed to collect the $4.5 million rate increase.  Appendix C contains the proposed tariff schedules designed to collect the $4.5 million rate increase.  
D.
Low Income Bill Assistance  
25 The Parties agree to accept a proposal by Staff and the Energy Project for a five-year plan to gradually increase aspects of the Low-Income Bill Assistance Program, as described in the testimony of Staff witness Deborah J. Reynolds
 and Energy Project witness Charles Eberdt
 (“Five-Year LIBA Plan”).  The key elements of the Five-Year LIBA Plan are the following:

· Certify a share of the client population to be eligible for a two year period.  Beginning in 2012, ten percent of clients will be certified as eligible for a two- year period, and in each of the following three program years, an additional five percent of clients will be certified for two years up to 25 percent in 2015.  Up to 40 percent of the customers participating in 2016 will be in some phase of two-year participation. 
· Increase agency funding for each client certification to $65.00 following approval of this Stipulation, with additional increases of $2.50 each program year after 2012 up to $75.00 in 2016.
  

· Increase the average benefit to low income bill assistance recipients by 10 percent following approval of this Stipulation, with additional increases to the average benefit of two times the percentage increase of any future residential general rate increase between 2013 and 2016.  

· Under this Stipulation, the residential surcharge in Schedule 91 will increase from $0.55 to $0.63 per month when new rates go into effect.  Thereafter, absent a pending general rate case filing, the Company will file for an increase to the Schedule 91 monthly surcharge around May 1 of each year to reflect the increased funding requirements specified in this Stipulation.  The proposed increases to the Schedule 91 monthly surcharges will be applied on an equal percentage basis to all rate schedules.  The Parties agree that the Company’s Schedule 91 filings under the Five-Year LIBA Plan will be limited in scope to implementing the Plan. 
· Appendix B demonstrates the rates associated with implementation of the Five-Year LIBA Plan in this case. 
26 The Parties agree that the Five-Year LIBA Plan resolves all Low Income Bill Assistance Program issues among the Parties through the duration of the Plan.  The Parties agree to support or not oppose the changes to the Low-Income Bill Assistance Program in the Five-Year LIBA Plan, as long as the changes are consistent with this Stipulation.  In particular, the Parties agree to support the Company’s annual May Schedule 91 filings outside of a general rate case, and the Schedule 17 and 91 or other tariff filings necessary to increase the surcharge within a general rate case, as necessary to implement the Five-Year LIBA Plan.
 Proposed Schedule 17 and Schedule 91 are included in the proposed tariffs contained in Appendix C of this Stipulation to become effective with service on and after June 1, 2012.  Proposed Schedule 17 reflects the new levels for the rate discounts as reflected in the “Low Income Credits” sheet of Appendix B.  Proposed Schedule 17, Revised Sheet No. 17.2, has been revised to indicate that 4720 customers is the maximum number of customers who will be certified to participate in a given program year, rather than the maximum number of customers who will be allowed to participate in a given program year as is currently the case.  The subsequent May filings will indicate the beginning of the next program year.
E.
Next General Rate Case and Post-Stipulation Collaborative Process
27 The Company agrees that it will not file a general rate case before January 1, 2013.  This provision does not preclude the Company from filing requests for deferred accounting or other accounting petitions before January 1, 2013.  If such filings are made by the Company, the non-Company Parties are free to take any position they deem appropriate, including opposition to such requests.
28 In consideration of the Company’s agreement to delay its next general rate case filing, the Parties agree to engage in a collaborative process to review the issues listed in this Paragraph.  The Parties agree to work cooperatively to ensure that this process is substantively complete by November 1, 2012, to allow the results to be incorporated into the Company’s next general rate case filing.  This process does not require Parties to reach agreement and there may be issues that ultimately require Commission resolution.  Within 30 days of the issuance of the Commission order approving this Stipulation, the Parties agree to establish milestones to meet this schedule.  If the agreed-to milestones are not met or the collaborative process ceases, the Company may raise its concerns to the Commission and may request appointment of an administrative law judge to facilitate the collaborative process.  The Parties agree this collaborative process will:
· Consider methods to streamline the regulatory process;
· Evaluate options for an equitable and balanced power cost adjustment mechanism;
· Evaluate the West Control Area inter-jurisdictional allocation methodology and consider alternative options; 
· Consider alternative test period conventions;
· Consider alternatives to the application of the production factor; 
· Consider the content of and approach to attrition studies;
· Evaluate the AURORA power cost dispatch model for use in PacifiCorp’s future Washington general rate cases or other net power cost filings where the Company currently relies upon the GRID power cost dispatch model; and 
· If necessary, review the Company’s approach to modeling market caps for potential alternate approaches or modeling refinements.  

F.
West Control Area Inter-jurisdictional Allocation Methodology Review 
29 In Docket UE-060817, the Commission required a review of the West Control Area inter-jurisdictional allocation methodology after five years.  In footnote 444 of Order 06 in Docket UE-100749, the Commission noted that this review was due in approximately June 2012.  The Parties agree to conduct this review as a part of the collaborative process outlined in paragraph E, with PacifiCorp filing the results in its next rate case filing.  As a part of the Commission’s approval of this Stipulation, the Parties ask the Commission to extend the date on which the review filing is due until January 2013. 
G.
Renewable Energy Credit Revenues

30 This Stipulation does not contain renewable energy credit (REC) revenues. In Phase 2 of Docket UE-100749, the Commission is considering the proper rate treatment of PacifiCorp’s REC revenues for periods subsequent to January 1, 2009, including 2010 REC revenues.  This Stipulation does not preclude any Party from seeking clarification or reconsideration in Docket UE-100749 of whether the Commission’s order in that docket would allow customers to receive some or all of the 2010 REC revenues in Docket UE-111190.  If the Commission’s final order in Phase 2 of Docket UE-100749 or order on clarification or reconsideration directs or allows further litigation on the disposition of the Company’s 2010 REC revenues in Docket UE-111190, Parties may raise this issue in Docket UE-111190 consistent with that order.  The Parties agree that this provision does not preclude Parties from otherwise seeking reconsideration, clarification or judicial review in Docket UE-100749.  Except as identified above, the Parties further agree that no other issues related to REC revenues are resolved by this Stipulation.
H.
Property and Liability Insurance Expense
31 PacifiCorp agrees that it will not implement its self insurance proposal to establish a reserve account related to property insurance expense as proposed in its direct testimony in this case.
  The Parties agree to instead calculate property and liability expense in this and future proceedings using a six-year average of actual damage expenses.  The Parties agree that PacifiCorp may file for deferred accounting of extraordinary claims, if any.
I.
Executive Compensation Report

32 PacifiCorp agrees to work with Public Counsel, and other Parties if requested, to develop a report on executive compensation practices and accounting that includes at a minimum the following information which the Commission required of Avista Corporation in Order 06 in Dockets UE-110876 and UG-110877: 
· A description of current executive compensation, including but not limited to base salary, non-equity incentive pay, and incentive pay.  This description should state what elements and amounts are included in rates for the Company and what elements and amounts are not recovered through rates.

· A description of how levels of executive compensation are set.  This description should include discussion of the basis for selecting ostensibly comparable utilities that were surveyed, state what those survey results showed, and explain how the results relate to PacifiCorp.  PacifiCorp is also required to state whether executive compensation paid by any Pacific Northwest investor-owned (e.g., Puget Sound Energy, Avista, et cetera) or publicly-owned utilities (e.g., Seattle City Light, Tacoma Power, Public Utility District No. 1 of Snohomish County, and the Bonneville Power Administration) were considered and, if not, explain why not.
  
· A discussion of PacifiCorp’s perspective on whether and, if so, why, the existing levels of executive compensation are appropriate for recovery in utility rates. 
33 PacifiCorp will provide the report to Parties no later than 30 days prior to the filing of its next general rate case.  The Parties agree to enter into a standard Confidentiality Agreement with PacifiCorp for this purpose if the report includes confidential employee information.   
J.
Discovery and Procedural Schedule

34 The Parties agree to suspend all discovery in this proceeding pending filing and consideration of this Stipulation.  In the event the case resumes, the Parties agree to work cooperatively to develop a new schedule taking into consideration the delay associated with this settlement.
K.
General Provisions
35 1.
The Parties agree that this Stipulation is in the public interest and would produce rates for the Company that are fair, just, reasonable, and sufficient.  The Parties agree to support this Stipulation as a settlement of all contested issues in this proceeding, except issues related to REC revenues as identified in Paragraph G.  The Parties further agree that this Stipulation, upon its approval by the Commission, resolves and concludes this proceeding, except issues related to REC revenues as identified in Paragraph G.  The Parties understand that this Stipulation is not binding on the Commission or any Party unless and until it is approved.

36 2.
The Parties agree that this Stipulation represents a compromise in the positions of the Parties.  As such, conduct, statements, and documents disclosed in the negotiation of this Stipulation shall not be admissible as evidence in this or any other proceeding.  
37 3.
The Parties agree this Stipulation represents the entire agreement of the Parties, and it supersedes any and all prior oral or written understandings or agreements related to this docket or this settlement, if any, and no such prior understanding, agreement or representation shall be relied upon by any Party.  Parties have negotiated this Stipulation as an integrated document.  Accordingly, the Parties recommend that the Commission adopt this Stipulation in its entirety.  
38 4.
The Parties shall cooperate in submitting this Stipulation promptly to the Commission for acceptance, and cooperate in supporting this Stipulation throughout the Commission’s consideration of this Stipulation.  In particular, each Party shall cooperate in developing a narrative and presenting supporting witnesses, and/or presenting supporting testimony, as described in WAC 480‑07‑740(2)(a) and (b).  The Parties agree to support the Stipulation throughout the Commission’s consideration of this Stipulation, and abide by the procedures determined by the Commission for its review of this Stipulation.  If necessary, each Party will provide witnesses to sponsor and support this Stipulation at a Commission hearing.  If the Commission decides to hold such a hearing, each Party will recommend that the Commission issue an order adopting the Stipulation.  In the event the Commission rejects this Stipulation, the provisions of WAC 480‑07‑750(2)(a) shall apply.  In the event the Commission accepts the Stipulation upon conditions not proposed herein, the provisions of WAC 480-07-750(2)(b) shall apply.  In the event the Commission accepts the Stipulation upon conditions not proposed herein, or approves resolution of this proceeding through provisions that are different than recommended in this Stipulation, each Party reserves the right, upon written notice to the Commission and all parties to this proceeding within seven (7) days of the Commission's order, to state its rejection of the conditions.  If any Party rejects a proposed new condition, the Parties will: (1) request the prompt reconvening of a prehearing conference for purposes of establishing a procedural schedule for the completion of the case pursuant to WAC 480-07-750(2)(a); and (2) cooperate in development of a schedule that concludes the proceeding on the earliest possible date, taking into account the needs of the Parties in participating in hearings and preparing briefs.
39 5.
In the event the Commission determines that it will reject the Stipulation or accept the Stipulation upon conditions not proposed herein, the Parties request that the Commission issue an order as soon as possible so that the Parties may promptly invoke the provisions of WAC 480-07-750.
40 6.
The Parties enter into this Stipulation to avoid further expense, inconvenience, uncertainty, and delay.  By executing this Stipulation, no Party shall be deemed to have approved, admitted, or consented to the facts, principles, methods, or theories employed in arriving at the terms of this Stipulation, nor shall any Party be deemed to have agreed that any provision of this Stipulation is appropriate for resolving issues in any other proceeding, except to the extent expressly set forth in the Stipulation, including but not limited to the agreements set forth in Section III, Paragraphs D-I.  
41 7.
This Stipulation may be executed in counterparts and each signed counterpart shall constitute an original document.  A Party may authorize another Party to sign on the first Party’s behalf.  A signed signature page that is faxed or emailed is acceptable as an original signature page signed by that Party.  
42 8.
This Stipulation is the product of negotiation and no part shall be construed against any Party on the basis that it was the drafter.

43 9.
Each Party agrees to provide all other Parties the right to review in advance of publication any and all announcements or news releases that any other Party intends to make about the Stipulation (with the right of review to include a reasonable opportunity to request changes to the text of such announcements).  Each Party also agrees to include in any news release or announcement a statement to the effect that the Commission Staff's recommendation to approve the Stipulation is not binding on the Commission itself.
44 10. 
The effective date of this Stipulation is the date of the Commission order approving it, subject to the procedures of Section III, Paragraph K.4 above.
 
45 This STIPULATION is entered into by each Party as of the date entered below.

DATED:  February 21, 2012.

	PacifiCorp

By ________________________________

      Andrea L. Kelly
      Vice President, Regulation
Date: _______________________________
	Staff of the Washington Utilities and Transportation Commission

By _________________________________

      Gregory Trautman
      Assistant Attorney General
Date: _______________________________

	Public Counsel Section of the Office of the Attorney General
By ________________________________

      Simon ffitch
Assistant Attorney General

Date: _______________________________
	Industrial Customers of Northwest Utilities
By ________________________________

      Melinda Davison
Attorney for ICNU

Date: _______________________________



	
	

	The Energy Project

By _______________________________

     Brad Purdy
     Attorney for The Energy Project
	


Date: _______________________________

APPENDIX A

Stipulated Revenue Requirement Adjustments

APPENDIX B

Results of Rate Spread by Class
APPENDIX C
Revised Tariffs 

� Comprised of The Energy Project, Opportunity Council, Northwest Community Action Center, and Industrialization Center of Washington.  


� The International Brotherhood of Electrical Workers (IBEW Local 125) was required by the Commission to coordinate its participation with Staff and Public Counsel.  Staff and Public Counsel support this resolution and IBEW Local 125 has not expressed a separate position.  


� The exception is that prior to the Commission’s approval of the Stipulation, the Parties agree to support the Stipulation before the Commission. Section III, Paragraph K.4, infra.  


� The production factor is the ratio of the loads in the historic test period to the loads in the forecast period.


� Wash. Utilities and Transp. Comm’n v. PacifiCorp d/b/a Pacific Power & Light Co., Docket UE-111190, Order 01 (July 28, 2011).


� Wash. Utilities and Transp. Comm’n v. PacifiCorp d/b/a Pacific Power & Light Co., Docket  UE-111190, Order 03 (Aug. 12, 2011).


� Wash. Utilities and Transp. Comm’n v. PacifiCorp d/b/a Pacific Power & Light Co., Docket  UE-111190, Order 04 (Aug. 31, 2011).


� Wash. Utilities and Transp. Comm’n v. PacifiCorp d/b/a Pacific Power & Light Co., Docket  UE-111190, Order 05 (Oct. 28, 2011).


� Williams, Exh. No.____ (BNW-1T) at 2-3. 


� Griffith, Exh. No. ___ (WRG-1T) at 3-5.


� Schedule 16 Residential Service and Schedule 17 Low Income Bill Assistance Program – Residential Service.


� Reynolds, Exh. No. ___ (DJR-1T) at 13-19 and Exh. No.___(DJR-3). 


� Eberdt, Exh. No. ___ (CME-1T) and Exh. No. ___ (CME-3).


� Reynolds, Exh. No.  ___(DJR-3), Column B.  


� There are a number of moving pieces which may affect the need for increased or decreased bill assistance in a given year, such as customer growth, the health of the economy and federal funding for energy assistance.  This proposal is intended to free parties from the need to file testimony about LIBA in each general rate case between now and 2016.  In the event of a substantial change of circumstances, any party may make an alternative low income proposal, pursuant to RCW 80.28.060.


�  Dalley, Exh. No. ___ (RBD-1T) at 16-20.


� The exception is that prior to the Commission’s approval of the Stipulation, the Parties agree to support the Stipulation before the Commission.  Section III, Paragraph K.4, infra.  


� The effective date of the provisions wherein the Parties agree to support the Stipulation is the date of the latest dated signature to the Stipulation. 
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