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In Order 08 in these consolidated dockets, the Washington Utilities and

Transportation Commission (Commission) required expedited, supplemental proceedings

to develop and implement a full Power Cost Adjustment Mechanism (PCAM) for Pacific

Power &Light Company (Pacific Power or Company). The Commission outlined the

general parameters of the mechanism and ordered completion of Phase II proceedings

and a tariff filing by Pacific Power no later than May 31, 2015.1

2 The active parties to Phase II are Pacific Power, Staff of the Washington Utilities

and Transportation Commission (Staff ,the Public Counsel Unit of the Attorney

General's Office (Public Counsel), and Boise White Paper, L.L.C. (Boise) (referred to

collectively as Parties and individually as Party).

3 The Parties have reached an agreed resolution to the issues in Phase II, subject to

Commission approval. This Settlement Stipulation (Stipulation) is being filed with the

Commission as a full settlement of the issues remaining in Phase II in accordance with

WAC 480-07-730(1). The Stipulation consists of this document, entitled "Settlement

Stipulation," Appendix A, and Appendix B. The Parties understand that the Stipulation is

not binding on the Commission or any Party unless the Commission approves it.3

I. RECITALS

4 The parties to the Stipulation are Pacific Power, Staff, Public Counsel, and Boise.

' Wash. Utils. & Transp. Comm'n v. Pac. Power, Dockets UE-140762, et al., Order 08 ¶ 126 (Mar. 25,
2015) (Order 08).
2 Not all parties to Docket UE-140762 are participating in Phase II. The following parties to docket UE-
140762 elected to not participate in Phase II: The Energy Project, Walmart Stores, Inc., and The Alliance
for Solar Choice. Notice of Process and Procedural Schedule for Phase II of Docket UE 140762 at 1 (Apr.
16, 2015).
3 The exception is that before the Commission's approval of the Stipulation, the Parties agree to support
approval of the Stipulation by the Commission.
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S On May 1, 2014, Pacific Power filed its 2014 general rate case (2014 Rate Case).

In its testimony related to net power costs (NPC), the Company proposed a renewable

resource tracking mechanism (RRTM). In response, Staff recommended that the

Commission reject the proposed RRTM in favor of a PCAM of similar design to the

Energy Recovery Mechanism (ERM) currently approved for use by the Avista

Corporation (Avista).

6 On March 25, 2015, the Commission issued Order 08, rejecting the Company's

proposed RRTM. The Commission required the Company to implement a "properly

designed PCAM along the lines of Staff's proposal in this case,"4 but found that the

record should be developed further to identify and resolve the details associated with

fully designing and implementing a PCAM for the Company.5 To supplement the record,

the Commission ordered a second, expedited phase of the 2014 Rate Case, and directed

Staff to respond to four questions regarding PCAM design:

Is it appropriate to use the WCA as the jurisdictional divide for wholesale power

costs?

• Is $25 million the appropriate dead band and how did Staff determine this

amount?

• Does $25 million reflect normalized variability in power costs?

4 Order 08 ¶ 275.
S ld. ¶¶ 123-24.
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• How exactly did Staff arrive at its recommendation fora 50/50 sharing between

the Company and its customers for under recoveries of NPC that exceed the dead

band and a 25/75 sharing for over recoveries, in favor of customers?6

7 On April 9, 2015, Staff filed its response to the Commission's questions in

Order 08. The Commission held a prehearing conference on April 10, 2015, to establish

the process and set a procedural schedule for Phase II. The Parties proposed a

collaborative approach, and the schedule issued for Phase II provided two technical

conferences to discuss PCAM design and implementation.

8 The Parties met for the first technical conference on April 16, 2015, and discussed

a framework for Pacific Power's PCAM. On April 23, 2015, the Parties met for the

second technical conference, reached agreement on the PCAM's design, and provided the

Commission with notice that they had reached a settlement agreement. Consistent with

WAC 480-07-730, the Parties memorialize their agreement in this Stipulation, which

constitutes a "full settlement" of the issues remaining in Phase II of this proceeding.

II. AGREEMENT

A. Overview of PCAM Design

9 The PCAM is a rate mechanism designed to recover or refund significant,

unexpected variations in power costs that clearly have not been included in the

"normalization" process. The PCAM calculates the monthly variance between Pacific

Power's NPC embedded in rates and Pacific Power's actual NPC and calculates deferral

of these variances in a PCAM balancing account. Annually, the total of any credit or

surcharge for the accrued NPC variances is determined after application of a dead band

6 Id. ¶ 123.
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and tiered sharing bands. When accruals in the PCAM balancing account reach a certain

positive or negative level, this triggers amortization of the balance in rates.

10 Pacific Power's NPC in rates (also referred to as its base NPC) and its actual NPC

are calculated on a West Control Area (WCA) basis. The first step in the PCAM is to

allocate both amounts to Washington under the WCA inter jurisdictional allocation

methodology, so that the PCAM compares Pacific Power's Washington-allocated base

NPC (Base NPC) and Pacific Power's Washington-allocated actual NPC (Actual NPC).

11 The Company will calculate its Actual NPC using actual costs booked to

applicable FERC accounts, as described in section C, and consistent with the method

used to calculate its Base NPC. The Company will allocate Actual NPC to Washington

using allocation factors calculated with actual jurisdictional load. Any future challenges

to the method for calculation of Base NPC and Actual NPC shall occur in a general rate

case and not in an annual PCAM proceeding, unless otherwise directed by the

Commission. Parties reserve the right to contest the prudence and accuracy of

calculations.

B. Calculation of NPC Variance

12 The Company will calculate the variance between Base NPC, adjusted for actual

retail sales, and Actual NPC (NPC Variance) on a monthly basis and accrue the NPC

Variance to the PCAM balancing account. Base NPC is calculated by multiplying in-

rates NPC on a unit cost basis (i.e. dollars per megawatt hour ($/MWh)) by actual

Washington sales at meter. In-rates NPC on a $/MWh basis are calculated by dividing

Washington-allocated NPC as established in a general rate case by the Washington sales
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at meter used to set rates in a general rate case. The following formula illustrates the

calculation of the NPC Variance:

NPC Variance = Actual NPC — Base NPC$~MWn x Actual Sales

An illustrative example of the calculation of NPC Variances in the PCAM is attached as

Appendix A to the Stipulation.

C. NPC Elements Included in PCAM

13 The Parties agree that the PCAM will include the elements traditionally reflected

in the Company's NPC, as follows:

• FERC Account 447—Sales for resale, excluding on-system wholesale sales;

• FERC Account 501—Fuel, steam generation; excluding certain costs for fuel

handling, startup fuel/gas, diesel fuel, residual disposal, and other costs not

modeled in GRID;

• FERC Account 503—Steam from other sources;

• FERC Account 547—Fuel, other generation;

• FERC Account 555 Purchased power, excluding BPA residential exchange

credit pass-through if available;

• FERC Account 565—Transmission of electricity by others.

D. Dead Band

14 The Parties agree that the PCAM will include a dead band, measured on a

Washington basis, of $4 million. The Company sha11 not defer annual NPC Variances

within the $4 million dead band, positive or negative, and these amounts will not be

charged or credited to customers through the PCAM.
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E. Sharing Sands

1. Annual NPC Variances Between $4 Million and $10 Million

1S The Parties agree that the PCAM will have sharing bands measured on a

Washington basis. The Parties agree that annual NPC Variances greater than $4 million

and up to and including $10 million, positive or negative, will be shared between Pacific

Power and its customers. For positive annual NPC Variances (i.e., NPC greater than

amounts reflected in rates) greater than $4 million and up to and including $10 million,

the variance will be allocated as follows:

• Customers: 50 percent

• Company: 50 percent

For negative annual NPC Variances (i.e., NPC less than amounts reflected in rates)

greater than $4 million and up to and including $10 million, the variance will be allocated

as follows:

• Customers: 75 percent

• Company: 25 percent

2. Annual NPC Variances of More than $10 Million

16 The Parties agree that any annual NPC Variances greater than $10 million,

positive or negative, will be symmetrically shared as follows:

• Customers: 90 percent

• Company: 10 percent
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F. Carrying Charge

17 The Parties agree that a carrying charge will apply to the deferred NPC Variances

in the PCAM balancing account. The PCAM balancing account will track the monthly

NPC Variances and will include carrying charges calculated using the current FERC

interest rate (updated quarterly) and the half-month method illustrated below:

Monthly Carrying Charge

_ [Beg Balance + Monthly NPC Variance x 1~2~~ X FERC~12

G. Amortization Trigger

18 The Parties agree that the trigger for amortization of the PCAM balancing account

shall be $17 million, positive or negative. If the balancing account is greater than $17

million as of December 31 in any given year, it will be collected or credited in rates over

a 12-month period. After amortization is triggered, the Company will collect or credit the

accumulated PCAM balance on Schedule 97, Power Cost Adjustment Mechanism, as a

part of its annual PCAM filing. Schedule 97 is included as Appendix B to this

Stipulation. The balance will be allocated to rate schedules consistent with the allocation

of Base NPC from the Company's most recent general rate case filing.

H. Annual PCAM Filing

19 The Parties agree that the Company will file an annual report on or before June 1

of each year for the Commission to confirm and approve the deferred PCAM balances for

the previous calendar year. The review period for the filing will be 90 days ending

August 30 of each year. The Commission's standard discovery rules will apply, except

that the response time for data requests will be reduced to seven (7) business days on a

UE 140762 - SETTLEMENT STIPULATION



best efforts basis, allowing Staff and interested parties an opportunity to review the

Company's deferred PCAM balances under the expedited review period.

I. Stub Year PCAM Filing

20 The Company will make its first annual PCAM filing on June 1, 2016, covering

the first partial year of the PCAM (Stub Year) beginning April 1, 2015, which aligns with

the beginning of the rate-effective period in Phase I of this case,' and ending on

December 31, 2015. The Parties agree that, for the Stub Year PCAM filing, certain

PCAM elements will be adjusted to reflect the shorter time period (nine of twelve

months). The dead band for the Stub Year will be plus or minus $3 million, the

asymmetrical sharing band will be applied to any Stub Year variance in the range of

between plus or minus $3 million and plus or minus $7.5 million, and the symmetrical

sharing band will be applied to any Stub Year variance greater than $7.5 million. The

carrying charge, filing date, amortization trigger, and review period will not be altered for

the Stub Year, and will remain as described in the Stipulation.

J. General Provisions

21 Public Interest. The Parties agree that this Stipulation is in the public interest and

will produce rates for the Company that are fair, just, reasonable, and sufficient.

22 Binding on Parties. The Parties agree to support this Stipulation as a settlement of

the contested issues between them in Phase II of the 2014 general rate case proceeding,

Docket UE-140762. The Parties understand that this Stipulation is not binding on the

Rates from Phase I of the general rate case became effective March 31, 2015. For administrative ease, the
Parties agree that the PCAM should become effective April 1, 2015.
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Commission or any Party unless the Commission approves it.g If approved by the

Commission, the Parties shall take all actions necessary, as appropriate, to carry out this

Stipulation.

23 Integrated Agreement. The Parties agree that this Stipulation represents the entire

agreement of the Parties, and supersedes all prior oral and written agreements on the

issues addressed. The Parties have negotiated this Stipulation as an integrated document

to be effective upon execution and Commission approval. Accordingly, the Parties

recommend that the Commission adopt this Stipulation in its entirety.

24 Procedure for Supporting Stipulation. 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). If necessary, each Party will provide a witness 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. No Party to this Stipulation or their agents, employees, consultants, or

attorneys will engage in advocacy contrary to the Commission's adoption of this

Stipulation.

25 Reservation of Rights. If the Commission rejects this Stipulation, WAC 480-07-

750(2)(a) shall apply. If the Commission accepts the Stipulation with new conditions, or

g The exception is that prior to the Commission's approval of the Stipulation, the Parties agree to support
the Stipulation before the Commission.
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approves the 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 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 the 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. If the Commission determines that it will

reject or modify the provisions of the Stipulation, 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.

26 Advance Review of News Releases. The Parties agree: (1) to provide each other

the right to review in advance of publication any and all announcements or news releases

that any 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), and (2) to

include in any news release or announcement a statement that the Staff's

recommendation to approve the settlement is not binding on the Commission itself.

27 No Precedent. The Parties have entered into the Stipulation to avoid further

expense, inconvenience, uncertainty, and delay of continuing litigation. The Parties

recognize that the Stipulation represents a compromise of the Parties' positions. As such,

conduct, statements, and documents disclosed during negotiations of the Stipulation shall

not be admissible as evidence in this or any other proceeding, except in any proceeding to
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enforce the terms of the Stipulation or any Con~nission order fully adopting those terms.

By executing this Stipulation, no Party shall be deemed to have agreed that any provision

of this Stipulation is appropriate for resolving issues in any other proceeding.

Execution. The Parties may execute the Stipulation in counterparts and as

executed shall constitute one agreement. Copies sent by facsimile or electronic mail are

as effective as original documents.

Effective date. The effective date of the Stipulation is the date of the Commission

order approving it

This STIPULATION is entered into by each Party as of the date entered below.

DATED: May , 2015.

ROBERT W. iERGUSON
Attorney n al

~' J

PATRICK J. OSHIE
Assistant Attorney General
Counsel for the Utilities and ,
Transportation Commission Staff

Dated: , 2015

ROBERT W.FERGUSON
Attorney General

SIMON FFITCH
Senior Assistant Attorney General
Counsel for Public Counsel Unit

PACIFIC POV+jER & LIGIIT COMPANY

R. BRYCE DALLEY
Vice President, Regulation
Pacific Power

Dated: , 2015

DAVISON VAN CLEVE, P.C.

JESSE E. COWELL
Counsel for Boise White Paper, L.L.C.

Dated: , 2015 Dated:
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29

enforce the terms of the Stipulation or any Commission order fully adopting those terms.

By executing this Stipulation, no Party shall be deemed to have agreed that any provision

of this Stipulation is appropriate for resolving issues in any other proceeding.

Execution. The Parties may execute the Stipulation in counterparts and as

executed shall constitute one agreement. Copies sent by facsimile or electronic mail are

as effective as original documents.

Effective date. The effective date of the Stipulation is the date of the Commission

order approving it.

This STIPULATION is entered into by each Party as of the date entered below.

DATED: May , 2015.

ROBERT W. FERGUSON

Attorney General

PATRICK J. OSHIE
Assistant Attorney General
Counsel for the Utilities and
Transportation Commission Staff

Dated: , 2015

ROBERT W. FERGUSON

Attorney General

SIMON FFITCH
Senior Assistant Attorney General

Counsel for Public Counsel Unit

PACIFIC POWER &LIGHT COMPANY

s ,~

~~ s~~~
R. BRYCE DALLEY -~

Vice President, Regulation

Pacific Power

Dated: ~~- ~ , 2015

DAMSON VAN CLEVE, P.C.

JESSE E. COWELL
Counsel for Boise White Paper, L.L.C.

Dated: , 2015 Dated:
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29

enforce the terms of the Stipulation or any Commission order fully adopting those terms.

By executing this Stipulation, no Party shall be deemed to have agreed that any provision

of this Stipulation is appropriate for resolving issues in any other proceeding.

Execution. The Parties may execute the Stipulation in counterparts and as

executed shall constitute one agreement. Copies sent by facsimile or electronic mail are

as effective as original documents.

Effective date. The effective date of the Stipulation is the date of the Commission

order approving it.

This STIPULATION is entered into by each Party as of the date entered below.

DATED: May ~ ; 2015.

ROBERT W.FERGUSON
Attorney General

PATRICK J. OSHIE
Assistant Attorney General
Counsel for the Utilities and
Transportation Commission Staff

Dated:

ROBERT W.FERGUSON
Attorney General

~:~~ 1 ~,
~ ,~

2015

S~YIVION I'FI~`CH '~>~f
~~Senior Assistant Attorney General
Counsel for Public Counsel Unit

~,

Dated: ~, 2015
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R. BRYCE DALLEY
Vice President, Regulation
Pacific Power

Dated:

DAMSON VAN CLEVE, P.C.

2015

JESSE E. COWELL
Counsel for Boise White Paper, L.L.C.

Dated: 2015
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29

~nfarce the terms of the Stipulation or any Commission order fu11y adopting those terms.

By executing this Stipulation, no Party shall be deemed to have agreed that any provision

of this Stzpulatian is appropriate far resolving issues in any other proceeding.

Execution. The Parties may execute the Stipulation in counterparts and as

executed shall constitute one agreement. Copies sent by facsimile or electronic mail are

~s effective as original documents.

Effective date. The effective dale of the Stipulation is the date of tie ~ommissian

order approving it.

This STIPULATION is entered into by each Warty as of tine date angered below.

DATED: May~i'~~, 2015.

ROBERT W, FER~tISON
Attorney General

PATRICK J. OSHIE
Assistant ~itorney General
Counsel for the Utilities and
Transportation Commission Staff

Dated: , 2015

ROBERT W. FERGUSON
Attorney GeneraF

SIMON F~IT~H
Senior Assistant Attorney General
Counsel for Public Counsel Unit

Dated: , 2015

UE 140762 -SETTLEMENT STIPULATION

12

PACIFIC POWER & LIUHT COIvIPANS~

R. BRYCE DALLEY
Vice President, Regulation
Pacific Power

Dated: , 20I S

dJ~ Y l~~.dl'f % AlV ̀ .r1..r~V~y ~. L.

J~SE E. CC}~YELL
~a nsel for poise White ~'aper, L.L.C.

Dated: ~+• , 2015
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PACIFIC POWER &LIGHT COMPANY
WN U-75 (N)

Original Sheet No. 97.1

Schedule 97
POWER COST ADJUSTMENT MECHANISM ADJUSTMENT

APPLICABLE:

All bills calculated in accordance with schedules contained en presently effective Tariff WN. No. U-
75 shall have added an amount equal to the product of all kilowatt-hours of use multiplied by the following
cents per kilowatt-hour.

Schedule 15 0.000 cents

Schedule 16 0.000 cents

Schedule 17 0.000 cents

Schedule 18 0.000 cents

Schedule 24 0.000 cents

Schedule 33 0.000 cents

Schedule 36 0.000 cents

Schedule 40 0.000 cents

Schedule 47T 0.000 cents

Schedule 48T 0.000 cents

Schedule 51 0.000 cents

Schedule 52 0.000 cents

Schedule 53 0.000 cents

Schedule 54 0.000 cents

Schedule 57 0.000 cents

Issued: Effective:
Advice PVo. UE-

Issued by Pacific Power &Light Company

By: R. Bryce Dalley Title: Vice President, Regulation iW7


