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BEFORE THE WASHINGTON UTILITIES AND TRANSPORTATION
COMMISSION

In theMatterof thePetitionof

PACIFICORP,d/b/aPACIFIC POWER & DocketNo. UE-050412
LIGHT COMPANY REPLY OF PACIFICORPTO

STAFFPETITIONFOR
For an OrderApprovingDeferralofCosts RECONSIDERATION
Relatedto Declining Hydro Generation

On April 27, 2006,CommissionStafffiled aPetitionfor Reconsiderationwith respect

to OrderNo. 03 in DocketNo. UE-050412(the“Order”), theproceedingregarding

PacifiCorp’srequestfor deferralofpowercostsrelatingto hydro generation.In theOrder,the

CommissiongrantedtheCompany’srequestto defercostsasrequestedin theCompany’s

petition,effectiveasofMarch 18, 2005. Orderat ¶ 306. In calculatingdeferredamounts,the

OrderrejectedStaff’s proposalfor a 15 percentbandthat would limit deferralbalances.

Accordingto theOrder,given Staff’s concessionduringthehearing“that the 15 percentband

would, in thesecircumstances,amountto doublecountingwhenconsideredwith the

adjustmenttheCompanyagreedto in thelast settledratecase,”theCommissionconcluded

that“it would notbe appropriateto applythe15 percentbandto anycostsdeferredpursuant

to theaccountingpetition.” Id. at ¶ 313. In its Petitionfor Reconsideration,Staffurgeseither

thatthis finding of adoublecountingbevacated,or that the issuebeallowedto be revisited

whentheCompanyseeksrateamortizationofdeferredamounts.Staff’sPetition at 4.

2 As discussedbelow, thefindings in paragraph313 oftheOrderarecorrectandwell-

supportedby theevidentiaryrecord. TheCompanyurgestheCommissionto denyStaff’s

Petitionfor Reconsideration.
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Background

3 TheCompanysoughtrecoveryin this caseof $8.3 million of deferredhydro-electric

generationcostsarisingfrom poorwaterconditionsfor theperiodendingDecember31,2005.

Staffdid notopposerecoveryofthesedeferredhydro-electricgenerationcostsin principle,

butproposeda seriesofadjustmentsthat would reducetherecoveryto $2.1 million. Ex. 541-

TC at210-11. Oneoftheseadjustments— which is thematterat issuein Staff’sPetition—

relatesto Mr. Buckley’sattemptto removefrom theamountrecoveredthe“variancesin water

conditions”thatheclaimedwerealreadyincludedin baseratesthroughthenormalization

process.Ex. 541TC at 210. Mr. Buckley’s adjustmentwascalculatedby imposinga

15 percentbandaroundnormalizedhydrogenerationin rates.

4 TheCompanydemonstratedthat Staff’sproposedadjustmentwould amountto a

doublecounting,giventhemannerin which theCompanycalculatednormalizedpowercosts

in thisproceeding. In short, thestartingpointusedby theCompanyfor calculatingdeferrals

alreadyincludedadoptionofasimilar adjustmentproposedby Mr. Buckleyin theCompany’s

previousWashingtongeneralratecase,DocketNo. UE-032065.TheCompany’sMarch 18,

2005 Petitionfor AccountingOrder,which commencedthis proceeding,describesthe

situationasfollows:

In PacifiCorp’smostrecentrateproceeding,CommissionStaff
witnessBuckleyproposedan adjustmentto PacifiCorp’shydro
normalizationmethodologyin recognitionthathydrorecovery
mechanismswerein placefor Washingtonelectricutilities.
Accordingto Mr. Buckley’s testimony,“two ofthethree
regulatedelectricutilities nowhavesomeform of powercost
adjustmentmechanism.”DocketNo. UE-032065,Ex. T-581 at
125. With thelikelihoodthat ahydroadjustmentmechanism
would alsobe implementedfor PacifiCorpthat “would address
themoresignificantvariationsin waterconditionsthroughout
theregion,” it would be“incorrectto includethepowersupply
costsassociatedwith all wateryearconditionsin the
determinationofthebasepowersupplycosts.” Id. Mr.
Buckleythereforeproposeda hydronormalizationmethodology
that excludedthe“more extremestreamflow conditions”
inasmuchastheCompanywould presumablyobtainraterelief
in thosecircumstances,Id. at 126. Underhisproposed
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methodology,14 yearswith the“more extremestreamflow
conditions”wereexcludedfrom the40 yearsproposedto be
usedby theCompany,resulting in a proposedreductionof $3.0
million to theCompany’sWashington-allocatednetpower
costs. Id. at 127. This hydronormalizationadjustment(in the
amountof $4.597 million Total Company)wasadoptedby Staff
andtheCompany.aspartofthecalculationof $1.93million of
powercostadjustmentsincludedin theSettlementAgreement.
DocketNo. UE-032065,OrderNo. 06, AttachmentB to
AppendixA.

DocketNo. UE-050412,Petitionfor AccountingOrder, ¶ 16. Theeffect of including this

adjustmentas partoftheSettlementin thatproceeding“was to build into ratesahigher level

ofhydrogeneration.”Id. at ¶ 17 (emphasisin original). In otherwords, thestartingpoint for

calculatingthedeferralswasabaselevel ofpowercoststhat alreadyreflectedadoptionof an

adjustmentproposedby Mr. Buckleyin thelastcasethatwasintendedto addressthevery

sameissueashis proposedadjustmentin this case,i.e., theuseof a 15 percentbandaround

normalizedhydro generation.

5 Oncrossexaminationin this case,Mr. Buckleyacknowledgedthatbaserateshad

alreadybeenadjustedto removenormalvariability andthat his adjustmentto theCompany’s

hydro-electricgenerationdeferralrecoverywasduplicative.

Q. Soaren’tyou in effect makingthesameadjustmenttwice,whetheryou
intendedto ornot?

A. I think theremaybesomeduplicity ofthe adjustment.I don’t think it
endup doublingit. I think that, one,you’reright, changingthebase
level, andanotheroneyou’reusing the 15%.

Q. You’redoing thesamething twice?

A. Yes.

Tr. 966:1-9.

Discussion

6 Staff’sPetition for Reconsiderationfails to explainhowthefinding in paragraph313

oftheOrder— which statesthat Staff’sproposed“15 percentbandwould, in these

circumstances,amountto doublecounting”— is erroneous.Rather,thePetitionrepeatsthe
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explanationofferedby Staffin its openingbrief. This explanation,asthe Companystatedin

its ReplyBrief, was“neithercomprehensiblenorbasedon anythingin therecord.” Reply

BriefofPac~fICorp at ¶ 19. Staff’sPetitionacknowledgesthattheexplanationofferedin its

OpeningBrief lackssupportin therecord,statingthat “[o]bviously, it would havebeen

preferablefor Staffto haveprovidedthatexplanationduring thehearing.” Staff’sPetition at

¶ 10. Staff’s PetitionfurtheracknowledgesthatMr. Buckley’s testimonyon therecord

concededtheinappropriatenessoftheproposedadjustment;theexplanationofferedin Staff’s

Petitionis that “after thehearingsarecomplete,it is sometimesnecessaryfor apartyto clarify

or explaina misstatementormisunderstanding.”Id.

7 TheCompanysubmitsthat therewasno misstatementormisunderstanding.The

recorddemonstratesthat Staff’sproposedadjustmentwould doublecounttheadjustment

alreadyreflectedin thebaseline powercostsusedfor purposesofcalculatingthedeferrals.

ThestatementofferedbyMr. Buckleyappropriatelyconcededtheinappropriatenessofhis

adjustment,andno otherexplanationis eithercredibleor supportedby therecord. Staff’s

Petition for Reconsiderationshouldbe denied.

Conclusion

8 For theforegoingreasons,Staff’sPetitionfor Reconsiderationofparagraph313 ofthe

Ordershouldbedenied.

DATED: June16,2006.
S7L~LPy~

,~InesM. VanNostrand
/ MarcusWood

~“ JasonB. Keyes

Of Attorneysfor PacifiCorp
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