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April 3, 2009
VIA ELECTRONIC FILING
AND OVERNIGHT DELIVERY

Mr. David Danner

Executive Director and Secretary

Washington Utilities & Transportation Commission

P.O. Box 47250

1300 S. Evergreen Park Drive SW

Olympia, WA 98504-7250

RE:
Affiliated Interest Filing for PacifiCorp

Dear Mr. Danner,


Pursuant to the provisions of RCW 80.16.020 and WAC 480-100-245, PacifiCorp, d.b.a. Pacific Power (“Company”), files one verified copy of an executed International Swap Dealers Association Master Agreement and Amendment Number One to the International Swap Dealers Association Master Agreement (“ISDA”) between PacifiCorp and Constellation Energy Commodities, Inc (“Constellation”). Constellation is an affiliate of PacifiCorp pursuant to RCW 80.16.010.


The Company is an indirect subsidiary of MidAmerican Energy Holdings Company (“MEHC”). On September 19, 2008, MEHC entered into an agreement to acquire Constellation Energy Group. Constellation Energy Commodities, Inc. is a subsidiary of the Constellation Energy Group.
 On December 17, 2008, MEHC and Constellation Energy Group jointly terminated the acquisition agreement. As part of the termination, MEHC received approximately 20 million shares of Constellation Energy Group common stock, representing an approximate 9.99 percent interest. In January 2009, MEHC sold 2.7 million common stock shares, thereby reducing MEHC’s common stock interest to approximately 8.64 percent. Prior to February 8, 2009, MEHC sold an additional 2.4 million shares, reducing MEHC’s common stock interest to approximately 7.45 percent.
Constellation Energy Group is a publicly-traded company with diverse operations, including, among other things, wholesale power sales and financial transactions.


The ISDA operates as a master agreement that generally allows the Company and Constellation to conduct business with each other if so chosen. The Agreement itself does not represent an exchange of cash flows, goods or services, rather, individual transactions are entered into under the umbrella of the ISDA so that both the Company and Constellation can avail themselves of certain protections afforded through use of a master agreement.  The ISDA governs a wide variety of financial transactions including, among other things, swaps and 

options; it also includes transactions in physical energy pursuant to the terms of a Power Annex that was added by Amendment Number One. Before opting to transact with Constellation under the ISDA in any particular instance, the Company first seeks bids or otherwise reviews the applicable markets to determine whether the Constellation price and product is desirable. These individual transactions that are then entered into should the parties agree to transact are known as Confirmations.


The ISDA became effective December 13, 2001. Amendment Number One to the ISDA, effective July 5, 2007, replaced a Master Power Purchase and Sale Agreement trading enabling agreement that became effective September 10, 2001, all of which was prior to the existence of an affiliated relationship between the Company and Constellation. The ISDA and Confirmations govern the financial and physical transactions between the Company and Constellation. Such products include, among other things, physical and financial transactions in energy, ancillary services and capacity. 


Power transactions are priced at market-based rates filed with the Federal Energy Regulatory Commission (“FERC”). The Company’s market-based rate tariff is included with this notice. Constellation Energy’s market-based rate tariff and supporting documentation is included with this notice. Additionally, the Company includes transactions under the ISDA in its Electric Quarterly Report filed with FERC. The amount the Company will pay annually for transactions under the ISDA varies, depending upon the terms of the Confirmations entered into under the ISDA.


The use of the ISDA as a master agreement, under which multiple transactions are entered into, represents a valuable risk management tool, both for the Company and its counterparties.  By virtue of including multiple transactions under a single agreement, if Constellation were to declare bankruptcy, the bankruptcy trustee would not be able to “cherry pick” which transactions it wanted to perform and which it did not.  Additionally, the ISDA represents a “safe harbor” contract subject to certain exemptions from bankruptcy provisions such as the automatic stay and the prohibition on ipso facto clauses, enabling the Company to rapidly exercise its remedies to protect the interests of its customers in the event of a default.  The reciprocal availability of these remedies to the counterparty also reduces the risk to the counterparty, thus enhancing liquidity and offering the Company a valuable risk management tool. 

PacifiCorp also purchases other products pursuant to pricing mechanisms other than pursuant to FERC-approved tariffs, or that do not meet any exceptions to filing requirements for affiliated interest transactions. The Company transacted with Constellation under the ISDA under various pricing mechanisms approximately 1800 times in 2008. The Company intends to seek a waiver of certain affiliated interest filing requirements under a separate petition. 

Also included with this filing is a notarized verification from Natalie Hocken, Vice President and General Counsel, PacifiCorp, regarding the agreement filed herewith.

Please direct any inquiries to Cathie Allen, Regulatory Manager, at (503) 813-5934.

Sincerely,

Andrea L. Kelly

Vice President, Regulation

Enclosures

� This Letter will refer to Constellation Energy Group and Constellation Energy Commodities, Inc., group collectively as “Constellation”.






