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I. INTRODUCTION AND QUALIFICATIONS 1 

Q. Please state your name, business address, and present position with PacifiCorp 2 

d/b/a Pacific Power (PacifiCorp or the Company). 3 

A. My name is Michael G. Wilding.  My business address is 825 NE Multnomah Street, 4 

Suite 2000, Portland, Oregon 97232.  My title is Director, Net Power Costs and 5 

Regulatory Policy. 6 

Q. Briefly describe your education and business experience. 7 

A. I received a Master of Accounting from Weber State University and a Bachelor of 8 

Science degree in accounting from Utah State University and am a Certified Public 9 

Accountant licensed in the state of Utah.  During my tenure at the Company, I have 10 

worked on various regulatory projects including general rate cases, the multi-state 11 

protocol, and net power cost filings.  I have been employed by PacifiCorp since 2014. 12 

Q. Have you testified in previous regulatory proceedings? 13 

A. Yes.  I have filed testimony in proceedings before the Public Utility Commission of 14 

Oregon (Commission), and the public utility commissions in California, Idaho, Utah, 15 

Washington, and Wyoming. 16 

II. PURPOSE OF TESTIMONY 17 

Q. What is the purpose of your testimony in this proceeding? 18 

A. My testimony describes how net power costs (NPC) are currently forecast, recovered 19 

and trued-up by the Company; proposes consolidation of the Transition Adjustment 20 

Mechanism (TAM) and Power Cost Adjustment Mechanism (PCAM) filings into a 21 

single annual filing, the Annual Power Cost Adjustment (APCA); and proposes 22 

changes to the annual power cost true-up to remove the sharing bands, deadbands, 23 
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and earnings test.  Finally, my testimony addresses several drivers supporting these 1 

proposed changes. 2 

III. NPC RECOVERY 3 

Q. Please describe how PacifiCorp recovers its Oregon-allocated NPC. 4 

A. In Oregon, PacifiCorp forecasts a level of NPC for the following calendar year (test 5 

year) through the TAM.  PacifiCorp uses its Generation and Regulation Initiative 6 

Decision Tools (GRID) model to forecast NPC for the test year.  This forecast level of 7 

NPC is recovered through Schedule 201 during the test year.  In the year following 8 

the test year, PacifiCorp files a PCAM, which is a mechanism that allows for 9 

recovery of un-forecasted deviations in NPC.  PacifiCorp has never triggered a rate 10 

change through the PCAM. 11 

Q. Why are NPC reset annually? 12 

A. In approving annual power cost updates through the TAM, the Commission has 13 

recognized that “it is important to update the forecast of power costs included in rates 14 

to account for new information, e.g., on expected market prices for electricity and 15 

natural gas, and for new…purchase power contracts” and that “[i]f the forecast is not 16 

updated each year, then [the utility] will be exposed to more than normal business 17 

risk.”1  NPC can vary significantly year-to-year for a variety of reasons, including 18 

changes to loads, fuel costs, market prices, and renewable resource availability.  This 19 

variability makes it difficult to accurately forecast NPC for ratemaking purposes. 20 

 

 

                                                           
1 In the matter of Portland General Elec. Co., Request for a General Rate Revision, et al, Docket Nos. UE 180, 
UE 181, and UE 184, Order No. 07-015 at 18 (Jan. 12, 2007). 
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Q. Please briefly describe the TAM. 1 

A. The purpose of the TAM is to capture costs associated with direct access and prevent 2 

unwarranted cost shifting between cost of service customers and customers that elect 3 

direct access service.2  Significantly, the TAM also sets PacifiCorp’s Oregon-4 

allocated NPC for the upcoming year.3  The direct access transition adjustments are 5 

calculated by comparing the value of energy used to serve direct access loads with the 6 

cost of service rate under the customers’ specific energy-only tariff.  The Commission 7 

adopted an annual NPC update to ensure that both the value of freed-up energy and 8 

the cost of service rate are calculated for the same period using the same data.  The 9 

Commission has articulated the importance of accurate NPC modeling in the TAM: 10 

PacifiCorp’s TAM is an annual filing in which PacifiCorp projects 11 
the amount of [NPC] to be reflected in customer rates for the 12 
following year, as well as to set transition charges for customers 13 
electing to move to direct access. The TAM effectively removes 14 
regulatory lag for the company because the forecasts are used to 15 
adjust rates. For that reason, the accuracy of the forecasts is of 16 
significant importance to setting fair just and reasonable rates. Our 17 
goal, therefore, is to achieve an accurate forecast of PacifiCorp’s 18 
[NPC] for the upcoming year.4 19 

Q. Please briefly describe PacifiCorp’s PCAM authorized by the Commission. 20 

A. Commission Order 12-493 approved a PCAM to allow PacifiCorp to recover the 21 

difference between actual PCAM costs incurred to serve customers and the base 22 

PCAM costs established in PacifiCorp’s annual TAM filing.5  PCAM costs include 23 

                                                           
2 In the matter of Pacific Power & Light Company (dba PacifiCorp) Request for a General Rate Increase in the 
Company’s Oregon Annual Revenues, Docket No. UE 170, Order No. 05-1050 at 21 (Sept. 28, 2005). 
3 In the matter of PacifiCorp, dba Pacific Power 2008 Transition Adjustment Mechanism, Docket No. UE 191, 
Order No. 07-446 at 2 (Oct. 17, 2007). 
4 In the matter of PacifiCorp, dba Pacific Power 2017 Transition Adjustment Mechanism, Docket No. UE 307, 
Order No. 16-482 at 2-3 (Dec. 20, 2016). 
5 In the matter of PacifiCorp, dba Pacific Power, Request for a General Rate Case, Docket No. UE 246, Order 
No. 12-493 (Dec. 20, 2012). 
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NPC, other revenues, and federal production tax credits (PTC).  As the Commission 1 

observed when it adopted a PCAM for Portland General Electric Company, the 2 

PCAM has been designed so that the utility “will bear normal business risk associated 3 

with actual power costs varying from forecast.”6 4 

Q. Please describe the relationship of the TAM and PCAM. 5 

A. Each year the PCAM compares the NPC collected from Oregon customers in rates set 6 

in the TAM to the actual Oregon-allocated NPC.  The PCAM variance, however, is 7 

subject to an asymmetrical deadband between a $30 million under-collection and a 8 

$15 million over-collection, a symmetrical sharing band where the Company absorbs 9 

10 percent of the variance outside the deadband, and finally a symmetrical earnings 10 

test where the collection or refund of a PCAM variance is limited to amounts that will 11 

bring PacifiCorp to within 100 basis points of the Company’s authorized return on 12 

equity (ROE).  Additionally, the amortization of deferred amounts are capped at six 13 

percent of the revenue for the preceding calendar year. 14 

Q. Has the current construct of the TAM and PCAM provided PacifiCorp with a 15 

reasonable opportunity to recover its prudently incurred NPC?  16 

A. No.  Despite persistent and significant under-recovery of NPC since the 17 

implementation of the PCAM, due to the operation of the deadbands, sharing bands, 18 

and earnings test, PacifiCorp’s rates have never been adjusted as the result of the 19 

PCAM.  Notably, for the time period of 2014 to 2018, PacifiCorp has                  20 

under-recovered approximately $77 million of NPC and the only year of               21 

                                                           
6 Order No. 07-015 at 17-19. 
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over-recovery was 2016.7 As further discussed in the testimony of Mr. Frank Graves, 1 

this systematic under-recovery of prudently incurred NPC occurs because of the 2 

restrictions of the PCAM and the inability to forecast certain system balancing costs 3 

in the TAM. 4 

Q. If the TAM and PCAM are prohibitive to the recovery of prudently incurred 5 

NPC, why did PacifiCorp over-recover NPC in 2016? 6 

A. As explained in the testimony of Mr. Graves, despite an over-recovery of total 7 

Oregon-allocated NPC, PacifiCorp still experienced system balancing costs not 8 

captured in the TAM.8  In 2016, PacifiCorp’s hydro generation was within 9 

one percent of the TAM forecast and its owned wind generation was more than 10 

four percent above the TAM forecast.  In addition, natural gas market prices and 11 

energy prices were very low relative to other years.  The actual average cost of 12 

natural gas generation was approximately 15 percent lower than forecast in the TAM 13 

and the average price of market purchases was approximately 37 percent lower than 14 

forecast in the TAM.  These items combined to outweigh the under-collection of the 15 

system balancing costs described by Mr. Graves. 16 

Q. How is the energy landscape changing compared to when the PCAM was 17 

approved in 2012? 18 

A. As discussed further in the testimony of Mr. Graves, since 2012, the energy landscape 19 

in the West has continued to evolve, with an increasing number of states adopting 20 

clean energy standards (including Senate Bill (SB) 1547 in Oregon), the development 21 

                                                           
7 For purposes of this testimony, 2016 Jim Bridger coal costs have been adjusted to remove certain unusual 
costs that would not be included in a TAM. 
8 PAC/600, Graves/17-20. 
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of the energy imbalance market (EIM) and, more recently, region-wide discussions 1 

regarding regional resource adequacy and possible creation of a day-ahead energy 2 

market.  In response to shifting energy policy in the West, along with changes in 3 

federal energy policy such as the extension of federal PTCs, and changing market 4 

conditions, PacifiCorp is in the process of transitioning its existing generation fleet 5 

and building new transmission to accommodate additional renewable generation 6 

capacity, with approximately 1,500 megawatts of new wind capacity and a 140-mile, 7 

500 kilovolts transmission line coming online by the end of 2020. 8 

Q.   How has PacifiCorp’s resource mix changed as a result of this shifting energy 9 

landscape? 10 

A. PacifiCorp continues to adapt to, among other things, changing market conditions and 11 

increasing demand from customers for specific types of generating resources.  This 12 

adaptation is shown in the figures below.  In PacifiCorp’s 2013 Integrated Resource 13 

Plan (IRP), the energy and capacity resource mix was heavily dependent on thermal 14 

resources.  Only 1.5 percent of PacifiCorp’s resource capacity came from renewable 15 

resources.  In contrast, the 2019 IRP projects 33 percent of PacifiCorp’s resource 16 

capacity in 2021 to come from renewable resources.  Similarly, PacifiCorp’s resource 17 

capacity mix from coal-fired generation will drop from 53 percent to 31 percent 18 

during this same timeframe.   19 
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FIGURE 19 1 
PACIFICORP’S 2013 CAPACITY MIX 

 
FIGURE 210 2 

PACIFICORP’S 2013 ENERGY MIX 
 

 
  

                                                           
9 In the matter of PacifiCorp, dba Pacific Power, 2013 Integrated Resource Plan, Docket No. LC 57, 
PacifiCorp’s 2013 Integrated Resource Plan at 229 (Apr. 30, 2013).  
10 Id. at 230.  
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FIGURE 311 1 
PACIFICORP’S 2019 CAPACITY MIX 

 
 

FIGURE 412 2 
PACIFICORP’S 2019 ENERGY MIX 

 

By 2030, PacifiCorp currently projects that 45 percent of system capacity will come 3 

from renewable resources and coal will supply only 13 percent of system capacity. 4 

Q. How has this change in resource mix affected the Company’s NPC? 5 

A. The capital costs and the operations and maintenance (O&M) expense of renewable 6 

resources owned by PacifiCorp, in this case wind resources, are included in base 7 

rates, while the variable energy costs are included in NPC.  Importantly, the 8 

renewable resource provides zero-fuel-cost energy, or even negative-cost energy 9 

when PTCs and other benefits are considered.  This means that PacifiCorp’s 10 

                                                           
11 In the matter of PacifiCorp, dba Pacific Power, 2019 Integrated Resource Plan, Docket No. LC 70, 
PacifiCorp’s 2019 Integrated Resource Plan at 257 (Oct. 18, 2019).  
12 Id.  



PAC/500 
Wilding/9 

Direct Testimony of Michael G. Wilding 

customers benefit when they receive the entire energy output of the owned wind 1 

resources and those resources are the last to be curtailed when there is an energy 2 

surplus. 3 

If the renewable resource is a qualifying facility (QF) or another purchased 4 

power agreement (PPA), then the purchase price of the contract is included in NPC.  5 

PacifiCorp is required to purchase the entire energy output offered from a QF, with no 6 

curtailment rights.  Project developers also generally require PacifiCorp to purchase 7 

the entire energy output of a facility under non-QF PPAs. 8 

  As renewable resources are weather dependent and do not have the same 9 

flexibility as a thermal resource, PacifiCorp has limited ability to plan for and control 10 

their availability and output.  As explained by Mr. Graves, it is impossible to 11 

accurately forecast the output of these renewable resources, specifically wind 12 

resources, on an hourly basis for an entire year, which makes it increasingly difficult 13 

to accurately forecast NPC. 14 

IV. PACIFICORP’S PROPOSAL 15 

Q. What is PacifiCorp’s proposal for forecasting and recovering NPC? 16 

A. PacifiCorp proposes to combine the TAM and PCAM into a single NPC 17 

mechanism—the APCA—that would be filed on May 15 of every year.  The APCA 18 

would replace the TAM that is typically filed on April 1 and the PCAM that is filed 19 

on May 15.  As part of the APCA, PacifiCorp would file a forecast for NPC for the 20 

following year (test year), and request an adjustment or true-up for power costs of the 21 

previous year.  In addition, PacifiCorp proposes to remove the deadbands, sharing 22 

bands, and earnings test from the annual true-up of power costs.  Using the TAM 23 
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Guidelines, PacifiCorp created a set of APCA Guidelines to provide governance for 1 

parties.  The APCA Guidelines are attached as Exhibit PAC/501.  The first APCA 2 

would be filed on May 15, 2021, with a forecast for the calendar year 2022 and a 3 

true-up of calendar year 2020. 4 

Q. What is the purpose of the APCA? 5 

A. The APCA would provide PacifiCorp with the opportunity to recover its prudently 6 

incurred NPC and set the transition adjustments for customers choosing direct access. 7 

Q. Has the Commission expressed an interest in combining PacifiCorp’s TAM and 8 

PCAM? 9 

A. Yes.  In PacifiCorp’s latest PCAM, the Commission stated “we consider that 10 

integrating the PCAM testimony in PacifiCorp’s annual TAM filing may be useful by 11 

ensuring the most current information on actual power costs informs the TAM 12 

forecast.”13  While PacifiCorp’s proposal is a shift from how Oregon has traditionally 13 

considered power costs cases, there are compelling reasons for making this change. 14 

Q. Would combining the TAM and PCAM allow the most current information to be 15 

incorporated in the NPC forecast as suggested by the Commission? 16 

A. Yes.  Currently the TAM forecast uses a base period of actual data for the period 17 

ending in June of the prior year, which is nearly a year old when the TAM is filed on 18 

April 1.  By combining the TAM and PCAM and filing on May 15, the most current 19 

information for the period ending in December of the year before the APCA is filed 20 

can be used for the NPC forecast. 21 

                                                           
13 In the matter of PacifiCorp, dba Pacific Power's 2018 Power Cost Adjustment Mechanism, Docket No. UE 
361, Order No. 19-415 at 4 (Nov. 25, 2019). 
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Q. If the TAM is filed at a later date, what parts of the NPC forecast will use more 1 

current information? 2 

A. If the TAM were filed on May 15 of every year, most of the NPC forecast data inputs 3 

will use more current information.  Forecasted wholesales sales and purchased power 4 

will include the most recent six months of data.  Market prices for electricity and 5 

natural gas will use the Official Forward Price Curve (OFPC) at the end of March of 6 

the filing year, instead of from December of the prior year.  Hydro, thermal and 7 

renewable resources generation characteristics will be based on more recent 8 

information as well.  Fuel expense would also use the most recent information from 9 

the Company’s fuel contracts. 10 

Q. Does the Company’s proposal to file a consolidated APCA on May 15 of each 11 

year impact the timeline for Commission review of forecast NPC? 12 

A. Yes.  The Company’s proposal shortens the Commission review timeline by 13 

approximately six weeks.  In addition to proposing a consolidated APCA, PacifiCorp 14 

also proposes to remove the deadbands, sharing bands, and earnings test from the 15 

annual power cost true-up.  One effect of these proposed changes to the annual power 16 

cost true-up is to invite robust Commission and stakeholder review of the Company’s 17 

operations as they relate to NPC.  Given that no rate changes have ever been proposed 18 

in the PCAM as the result of the operation of deadbands, sharing bands, and the 19 

earnings test, the Company observes that the PCAM is generally non-contested—in 20 

fact, every one of PacifiCorp’s PCAMs has been settled. In contrast, the TAM has 21 

been fully litigated a number of times with intensive Commission and stakeholder 22 

engagement and review of the modeling methodology used to produce the forecast.  23 
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The structure of the PCAM—which disfavors any rate change—skews stakeholder 1 

resources towards the TAM. 2 

  By modifying the PCAM structure to make it more likely that rate changes 3 

will occur to account for variations between forecast and actual NPC, PacifiCorp 4 

anticipates that stakeholder interest in the PCAM proceeding will increase and 5 

stakeholder interest adjudicating modeling methodology will decrease.  Indeed, in 6 

states where PacifiCorp does not reset base NPC on an annual basis, the annual true-7 

up mechanism has provided a filing for stakeholders to review and audit PacifiCorp’s 8 

operations as the NPC recovery is based on actual incurred costs versus a forecast. 9 

  Additionally, the APCA would have naturally resolved the complex 2020 10 

TAM regarding the new renewable generation coming online in 2020.  Stakeholders 11 

and the Company came up with innovative but complicated procedures to match the 12 

costs and benefits of this new renewable generation.  Under the APCA, customers 13 

would have automatically received the actual benefits of the new renewable 14 

resources, eliminating the need for multiple rate changes in the 2020 TAM.  15 

Q. Will the Company’s proposed changes to the annual power cost true-up make 16 

the forecast modeling methodology of the TAM irrelevant? 17 

A. No.  The modeling methodology used to forecast base NPC in the TAM will continue 18 

to be important to the Commission and stakeholders because it is also used to 19 

determine the transition adjustment for direct access customers.  The Commission has 20 

emphasized the need for accurate NPC forecasting to prevent unwarranted cost-21 

shifting caused by direct access.14  But, as discussed in the testimony of Mr. Graves, 22 

                                                           
14 See, e.g., Order No. 05-1050 at 21. 
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there are major drivers in NPC variances that are both difficult, if not impossible, to 1 

accurately forecast and that are not within the control of the Company.  Removing the 2 

deadbands, sharing bands, and earnings test from the annual power cost true-up puts 3 

the focus of inquiry on the prudence of the Company’s actions relative to activities it 4 

can control (e.g., shifting from accuracy of predicting wind generation to the 5 

prudence of how the Company responds in situations when wind generation does not 6 

materialize). 7 

Q. Is the APCA in the public interest? 8 

A. Yes.  Under the proposed APCA, customers would only pay the actual cost, subject to 9 

a prudence review, of the NPC provided to them, no more and no less. 10 

Q. Does PacifiCorp have proposed guidelines describing in detail how this 11 

mechanism would function? 12 

A. Yes.  As mentioned earlier in my testimony, Exhibit PAC/501 provides guidelines for 13 

an APCA proceeding.  These guidelines incorporate many elements and procedures 14 

that are required in PacifiCorp’s TAM and PCAM proceedings. 15 

Q. Besides the filing date, what are the major changes PacifiCorp is proposing to 16 

make to the NPC forecast compared to the TAM? 17 

A. Generally speaking, the NPC forecast in the APCA would be very similar to the 18 

TAM, with a change that allows PacifiCorp the ability to update coal costs at the Jim 19 

Bridger plant as part of the rebuttal update. 20 
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Q. Have these changes been reflected in the proposed guidelines attached to your 1 

testimony? 2 

A. Yes. I have reflected these edits to the proposed guidelines attached as Exhibit 3 

PAC/501, which also include additional provisions that have been incorporated into 4 

the TAM guidelines since their adoption in 2009. 5 

Q. Does the APCA make any changes to the direct access transition adjustments? 6 

A. No.  The transition adjustments will be calculated the same way and under the same 7 

timeframe as they are currently done in the TAM.15 8 

Q. What are the major changes PacifiCorp is proposing to make to the NPC true-9 

up compared to the PCAM? 10 

A. PacifiCorp is only requesting the NPC true-up not include any deadbands, sharing 11 

bands, or earnings test. 12 

Q. Are there any exceptions to these PCAM changes? 13 

A. Yes. In the 2020 TAM, PacifiCorp agreed to use specified wind capacity factors 14 

through a 2025 test year.16  In the spirit of this agreement, PacifiCorp will continue to 15 

use the specified wind capacity factors agreed to in the 2020 TAM and any variation 16 

in PTCs would not be subject to the annual true-up through 2025 if the deadbands, 17 

sharing bands, and earnings tests are removed. 18 

                                                           
15 Consistent with ORS 757.609 and OAR 860-038-0275, final transition adjustment pricing must be available 
to non-residential customers by November 15 every year.  This time-frame is necessary given the annual 
November/December election window for direct access customers. 
16 In the matter of PacifiCorp, dba Pacific Power 2020 Transition Adjustment Mechanism, Docket No. UE 356, 
Order No. 19-351 at Appendix A, 8-9 (Oct. 30, 2019). 
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Q. Is combining the TAM and PCAM into a single filing essential to PacifiCorp’s 1 

request? 2 

A. No.  The proposal to combine the TAM and PCAM was born from the Commission’s 3 

inquiry in the most recent PCAM order.17  If the Commission determines, however, 4 

that the TAM and PCAM be combined into a single proceeding, it is essential the 5 

deadbands, sharing bands, and earnings test be removed from the NPC true-up to 6 

ensure that the TAM can proceed on a procedural schedule that allows for setting the 7 

transition adjustments in time for the direct access election window.  If the 8 

Commission determines it prefers separate TAM and PCAM proceedings, the 9 

Company requests the Commission approve the updated TAM guidelines to allow for 10 

Jim Bridger coal to be updated on rebuttal.  Additionally, the Company requests the 11 

Commission approve changes to the PCAM to eliminate the deadbands, sharing 12 

bands, and earnings test. 13 

V. UPCOMING SHIFTS IN THE ALLOCATION OF NET POWER COSTS 14 

Q. What other changes is PacifiCorp anticipating to its generation portfolio? 15 

A. In addition to the changes outlined in the 2019 IRP preferred portfolio, PacifiCorp is 16 

anticipating that each state within its service territory could have unique generation 17 

portfolios beginning in 2024.  The PacifiCorp 2020 Inter-Jurisdictional Allocation 18 

Protocol (2020 Protocol)18 outlines the path to state-specific generation portfolios to 19 

comply with state-specific energy policies, such as SB 1547, and establishes certain 20 

                                                           
17 See In the matter of PacifiCorp, dba Pacific Power 2018 Power Cost Adjustment Mechanism, Docket No. UE 
361, Order No. 19-415 at 4 (Nov. 25, 2019). 
18 In the matter of PacifiCorp, dba Pacific Power, Request to Initiate an Investigation of Multi-Jurisdictional 
Issues and Approval and Inter-Jurisdictional Cost Allocation Protocol, Docket No. UM 1050, Order No. 20-024 
at 8 (Jan. 23, 2020). 
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“Framework Issues” that need to be resolved.  In addition to providing a path for 1 

states to have unique resource portfolios, it is important to maintain the benefits of 2 

system dispatch and optimization as much as practicable. 3 

Q. Is PacifiCorp currently working on a new approach to allocating NPC? 4 

A.  Yes.  This is one of the Framework Issues in the 2020 Protocol.  This is a complex 5 

issue requiring the Company to develop a new system to track the real-time costs of 6 

generation based on each state’s allocated share of each resource.  Additionally, the 7 

Company is planning on further discussions within the Framework Issues workgroup 8 

within the multi-state process relative to the usage and implementation of a new 9 

system for ratemaking purposes beginning in 2024.  The new system is referred to as 10 

the Nodal Pricing Model (NPM). 11 

Q.  Please describe the NPM. 12 

A.  The NPM is a tool designed to track NPC by generation resources and by state under 13 

an inter-jurisdictional cost allocation that will no longer dynamically allocate costs 14 

among states based on their respective loads.  Instead, generation-related costs will 15 

follow the assignment of those resources.  To develop the NPM, PacifiCorp is 16 

working with the California Independent System Operator (CAISO) who, acting as a 17 

third party vendor, will produce optimal unit commitment and hourly energy 18 

schedules for supply resources in the PacifiCorp balancing authority areas using the 19 

CAISO day-ahead market model.  PacifiCorp will use the NPM to track costs and 20 

benefits associated with the different resource portfolios used to serve PacifiCorp’s 21 

load in each state for ratemaking purposes. 22 
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Q. Please describe conceptually how the NPM will work. 1 

A. The NPC associated with each generating resource will be assigned to states based on 2 

each generating resource’s assignment.  For example, if a state is assigned 25 percent 3 

of a natural gas plant, then it is also assigned 25 percent of the fuel costs associated 4 

with that resource, regardless of load.  Each resource also receives a credit based on 5 

the locational marginal price (LMP) for its generation, which is also assigned to each 6 

state per its assignment of each generating resource.  The assigned NPC, less the 7 

credit received, will be the states’ total NPC. 8 

Q. Please explain the credit received by each generating resource in more detail. 9 

A.  Each generating resource will receive a credit for the energy it generates or the 10 

reserves it provides, and each state’s load will be charged a load aggregated point 11 

(LAP) price.19  The total credits the generating resources receive will equal the dollar 12 

amount that each state’s load is charged.  This facilitates a transfer of energy between 13 

states at a fair price based on the LMP and preserves the benefits of a system dispatch 14 

and optimization. 15 

Q. How will unique generation portfolios increase the difficulty of forecasting NPC? 16 

A. Moving from a dynamic inter-jurisdictional cost allocation to a static inter-17 

jurisdictional cost allocation for generation costs will increase the pressure to have 18 

every NPC line item accurately forecast to mitigate the risk of potential swings in 19 

state-allocated NPC.  For example, if the total natural gas fuel expense forecast in the 20 

TAM matched the actual total natural gas fuel expense, the fuel expense at each plant 21 

could still be slightly different between the forecast and actuals.  Under a dynamic 22 

                                                           
19 The LAP price is the weighted average LMP at each load point or node within the LAP. 
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allocation where each state is allocated a proportional share of each plant’s fuel 1 

expense, the allocations are not affected and there is zero difference between the 2 

forecast and actual state-allocated total natural gas fuel expense.  However, under a 3 

static allocation, the differences in each plant will flow through to the states, causing 4 

some states’ actual natural gas expense to be higher than forecast and others to be 5 

lower.  Unless there is complete recovery of actual NPC, this could result in an over 6 

or under allocation of fuel costs to Oregon. 7 

  Additionally, as explained by Mr. Graves, production cost models are 8 

generally too smooth and because of their perfect foresight, these models do not 9 

capture uncertainty.  As described above, the NPM facilitates a transfer of energy 10 

between states at a fair price by charging loads the LAP price and crediting generators 11 

for their production at the LMP.  PacifiCorp is currently working towards a 12 

production cost model capable of forecasting LMPs to use in the NPM.  However, 13 

because of the smoothness of any model it is likely that the forecast LMPs and actual 14 

LMPs will be different causing differences between state-allocated NPC. 15 

Q. Do the issues identified above still exist if PacifiCorp joins a regional market 16 

such as the Extended Day-Ahead Market (EDAM)? 17 

A. Yes.  In fact, participating in a regional day-ahead market would make it even more 18 

difficult to recover NPC by only using a forecast such as the TAM.  A regional market 19 

would optimize the entire footprint of the market and PacifiCorp would be limited to 20 

publicly available information in an attempt to model the market optimization.  In 21 

addition, the market dynamics themselves would be more complicated with LMPs 22 

than they have been in the past and would potentially make outcomes more volatile 23 
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and forecasting more difficult. Despite this complexity, participating in the market 1 

will be important as it will provide benefits that will potentially reduce total NPC.  As 2 

explained by Mr. Graves, most participants of an organized market are able to recover 3 

100 percent of their prudently incurred NPC through some sort of pass-through 4 

mechanism. 5 

Q. Does the current construct effectively allow PacifiCorp to meet customer’s needs 6 

in a changing energy landscape? 7 

A. No.  As explained in more detail by Mr. Graves, as PacifiCorp’s generation portfolio 8 

includes increasing levels of renewable resources, it becomes increasingly difficult to 9 

consistently recover prudently incurred NPC using the TAM and PCAM.  10 

Additionally, as PacifiCorp’s energy landscape evolves to state-specific generation 11 

portfolios that provide states a path for compliance with their energy policies, 12 

additional forecast error risk is introduced and the ability to fully recover actual NPC 13 

is even more important. 14 

VI. CONCLUSION 15 

Q.  Please summarize your recommendation to the Commission. 16 

A. I recommend the Commission approve modifications to the design of the PCAM to 17 

remove the sharing bands, dead bands, and earnings test, and approve consolidation 18 

of the TAM and PCAM into a single proceeding—the APCA. 19 

Q. Does this conclude your direct testimony? 20 

A. Yes. 21 
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PACIFICORP 

OREGON ANNUAL POWER COST ADJUSTMENT (APCA) 
General Guidelines 

 
PacifiCorp’s Annual Power Cost Adjustment (APCA) is an annual filing with the objective 
to update the forecast net power costs (NPC) to account for changes in market conditions, 
with the final forecast update close to the direct access window to capture costs associated 
with direct access, and to correctly identify the proper amount for the transition adjustment. 
Additionally, the APCA includes a true-up of actual NPC from the previous year to the 
forecast NPC of that year. 

 
When filed on a stand-alone basis, the APCA is intended to be narrower and more 
streamlined than when the APCA is filed in or processed concurrently with a general rate 
case. In any case, parties to the APCA proceeding should have a full opportunity to review, 
challenge and litigate issues raised in the case. Parties may address the issue of whether a 
particular APCA proceeding should have three rounds of testimony or five at the 
prehearing conference.  
 
Issues related to the prudence of contracts, the appropriate modeling of contracts and 
known and measurable changes to inputs for existing methodologies are within the proper 
scope of a stand-alone APCA proceeding. Nothing in these guidelines prevents any Party, 
including the Company, from advocating in a future general rate case or other proceeding 
other than a stand-alone APCA, that the APCA should be eliminated or revised. 

 
 

A. NPC 
 
NPC includes the amounts booked to the following Federal Energy Regulatory 

Commission (FERC) accounts: 
 

FERC Account Description 

Account 447  Sales for resale, excluding revenues that are not modeled in the 
NPC forecast 

Account 501  Fuel, steam generation; excluding costs that are not modeled in 
the NPC forecast 

Account 503 Steam from other sources 

Account 547  Fuel, other generation 

Account 555  Purchased power, excluding the Bonneville Power 
Administration (BPA) residential exchange credit pass-through 
if applicable 
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Account 565  Transmission of electricity by others. 

 
 

B. Initial Filing – Forecast NPC 

Each year, on May 15, the Company will make an Initial Filing to recover any variance 
between the forecast and actual NPC for the previous calendar year, forecast NPC for the 
following calendar year, and set direct access transition adjustments for the following 
calendar year. In any future APCA filings after UE 374, the Initial Filing will be consistent 
with the following provisions: 

1. At least 30 days prior to the Initial Filing, the Company will provide a pre-filing 
notice of substantial changes to the methodologies used to forecast NPC. The 
Company will include in its APCA filing a justification for each substantial change 
in forecast methodology, calculation of cost elements, or other major data input 
changes.  For each change, where practical, the Company will also provide 
workpapers that contain a side-by-side comparison of NPC forecast model results 
with and without the proposed change.   

2. The Company will include in the NPC forecast the variable costs and dispatch benefits 
of new resources that are not eligible for inclusion in the Renewable Adjustment Clause 
in its NPC in stand-alone APCA proceedings, irrespective of whether the fixed capital 
costs of the new resource are already included in rates, if: (a) the Company acquired the 
resource prior to May 15th of the year of the stand-alone APCA filing, or (b) the 
Company built the resource and it was used and useful prior to May 15th of the year of 
the stand-alone APCA filing.  

3. The prudence of the decision to build or acquire the resource may be determined in the 
stand-alone APCA proceeding prior to including the variable costs and dispatch benefits 
in rates.  The Company will provide notice to the parties if a new resource subject to 
this section will be included in the APCA filing by April 15th of the year of the stand-
alone APCA filing. 

4. The Initial Filing will include updates to all of the NPC components identified in 
Section A. These costs will be based on the Company’s most recent official forward 
price curve, forecast load and allocation factors. In a stand-alone APCA filing, the 
Company will also update other revenues that are tracked in FERC Account 456 - 
Other Electric Revenue. When an APCA is filed in or processed concurrently with a 
general rate case, this element may be included in the APCA or the general rate 
case. Additionally, the APCA forecast will include production tax credits (PTC). 

5. In the Initial Filing the Company will identify and provide adequate support for all 
known contracts it expects to be updated or added in the Rebuttal and Final updates. 
The Company may update or add a contract not identified in the Initial Filing if the 
Company demonstrates that it has followed the notification procedures in Section 
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A4 of these guidelines and: (1) the new contract or contract update is based upon 
new information of which the Company reasonably became aware after the NPC 
study for the Initial Filing was completed; or (2) the omission resulted from a 
mistake that occurred despite the Company’s reasonable diligence in meeting its 
obligations under this Section. The Company will also identify any contracts 
modeled in the test period under which the Company has made a liquidated 
damages claim. 

 
6. In the Initial Filing, the Company will reflect forecast changes in Other Revenue for 

items that have a direct relation to NPC, for which a revenue baseline has been 
established in rates in Docket UE 375 or subsequent rate case.     
 

7. In any APCA proceeding, the Company has a continuing obligation to provide 
notice of any correction or omission promptly after the discovery of the error or 
new information. In addition, the Company will file a summary of all identified 
corrections or omissions to the components included in the Initial Filing 15 business 
days before Staff and Intervenor Direct Testimony is due. 

8. The Company will provide access to the NPC model to Parties when it makes its 
Initial Filing, provided that the Party has entered into a confidentiality agreement 
with the Company or is subject to a protective order applicable to the relevant 
APCA or general rate proceeding. The Parties preserve their right to challenge the 
confidential designation of any documents or data. 

 
9. The Company will provide workpapers and other supporting documents as specified 

in Attachment A. 

10. The Parties agree to ask the Commission to make the protective order for the next 
APCA an ongoing protective order which will continue to be effective in future 
APCA proceedings. 

11. The Company’s Initial Filing will include direct testimony covering any unusual 
expenses incurred over the course of the previous calendar year and identify and 
discuss any large deviations of actual NPC from forecasted NPC. The Company 
will also provide with its workpapers a differential worksheet the produces actual 
minus base power costs for each separate cost category in the recovery of the 
previous year’s NPC on a gross costs and per megawatt-hour (MWh) unit basis. 

12. These Guidelines do not limit the ability of other Parties to propose updates 
consistent with these Guidelines after the Company’s Initial Filing.  

 
C. Rebuttal Update Filing – Forecast NPC 

At the time the Company makes its Rebuttal Update Filing, it will include an update to 
forecast NPC consistent with the following provisions: 
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1. The Company will update the following NPC components, subject to the 
Guidelines: 

a. Most recent official forward price curve. 
 

b. New power, fuel and transportation/transmission contracts, both physical and 
financial, and updates to existing contracts. These contracts include:  
 

i. wholesale electric sales and purchase contracts that are for long term 
firm sales and purchases, short term firm sales and purchases, or 
exchanges and storage with and without energy or capacity prices;  

 
ii. coal and natural gas sales, purchases and transportation contracts;  
 
iii. wheeling contracts; and 
 
iv. coal contracts for mines directly or indirectly owned by the 

Company.  
 
These transactions may have fixed prices or prices linked to market indexes. 
They may require physical deliveries or be settled financially (e.g., swaps). 
Contracts must be independent and verifiable.  

2. In its Rebuttal Update filing, the Company may make corrections to or address 
omissions in the components included in the Initial Filing. The Company may make 
corrections or address omissions in the components included in the Rebuttal Update 
filing within five business days of the date of filing of the Rebuttal Update. The 
Company agrees to provide notice of any impending correction promptly after the 
discovery of the error and agrees to correct all errors and omissions within five 
business days of the initial Rebuttal Update filing. 

 
3. Parties reserve all of their procedural rights, including the right to submit data 

requests and seek postponement of the hearing, related to the correction of the 
Rebuttal Update filing. 

4. The Company will provide workpapers and the other supporting documents as 
specified in Attachment A. 

 
D. Final Updates – Forecast NPC 

The Company will file Final Updates to forecast NPC and calculate transition adjustments 
as follows, subject to the Guidelines: 

1. At least five business days prior to the direct access window, the Company will: 
 

a. File an update to forecast NPC, incorporating the following: 
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i. Commission-ordered adjustments; 

 
ii. Forward Price Curve from within nine days of the filing date; 

 
iii. New contracts, or updates to existing contracts. These contracts 

include: (a) wholesale electric sales and purchase contracts that are 
for long term firm sales and purchases, short term firm sales and 
purchases, or exchanges and storage with and without energy or 
capacity prices; and (b) natural gas sales and purchase contracts. 
These transactions may have fixed prices or prices linked to market 
indexes. They may require physical deliveries or be settled 
financially (e.g., swaps); 

 
b. Post indicative transition adjustments for Schedules 294 and 295; 

 
c. Provide indicative supply service NPC rates (to be Schedule 201); and 

 
d. Provide an attestation that will confirm that all contracts executed prior to the 

contract lockdown date have been included in the indicative filing and will 
identify any exceptions and the reason why such contracts were excluded. The 
attestation will also include a statement confirming that, for the executed power 
purchase agreements with new qualifying facilities (QFs) included in the TAM, 
PacifiCorp has a commercially reasonable good faith belief that these QFs will 
reach commercial operation during the rate effective period based on the 
information known to the Company as of the contract lockdown date. This 
attestation does not require the Company to opine on the commercial viability 
of any QF.  

2. On November 15, in accordance with OAR 860-038-0275(1), the Company will: 
 

a. File an update to NPC incorporating the forward price curve from within 
seven days of the filing date. 

 
b. Post final transition adjustments for Schedules 294 and  295. 

 
i. Transition Adjustments in Schedules 294 and 295 will be calculated based 

on the Final Update and consistent with the modification to the calculation 
described in Section 15 of the Stipulation adopted by the Commission in 
Order 08-543 in Docket UE-199 and modified so that any remaining 
monthly thermal generation that is backed down for assumed direct access 
load will be priced at the simple monthly average of the California-Oregon 
Border (COB) price, the Mid-Columbia price, and the avoided cost of 
thermal generation as determined by GRID.  The monthly COB and Mid-
Columbia prices will be applied to the heavy load hours or light load hours 
separately.  The existing balancing account mechanisms will remain in 
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effect. 
 

ii. Schedule 200 Supply Service rate design will be non-bypassable to direct 
access customers and will not be subtracted in the calculation of the 
Transition Adjustment.  In addition, the Schedule 201 rate design as 
proposed by the Company will be allowed to go into effect and will be 
bypassable to direct access customers.  The rate design for proposed 
Schedule 200 applicable to delivery service Schedules 30, 47, and 48 will 
be changed from its present energy only cents per kilowatt-hour (kWh) rate 
design to a two-part rate design which includes a demand charge equal to 
$1.00 per billing kilowatt (as defined in the respective tariffs) plus a cents 
per kWh energy charge.   

 
c. Provide supply service NPC rates (to be Schedule 201) 

 
3. The Company will provide workpapers and other supporting documents for both the 

indicative and final filings as specified in Attachment A. 
 

4. If a Party objects to any aspect of the Final Update, the Party reserves all of its 
procedural rights to seek review of the controverted issue. 

5. The Parties agree to meet and review whether to recommend to the Commission an 
extension in length for the election window for PacifiCorp’s multi-year direct 
access option beginning in November 2009. 

 
E. Actual NPC True-Up 

 
The ACPA true-up is calculated on a monthly basis. Actual APCA costs are compared to 
base APCA cost on a per-unit basis.  APCA costs are established in the APCA forecast and 
include NPC, Other Revenues, and PTCs.  Any differences in the system per-unit cost are 
multiplied by the actual megawatt hours of Oregon retail sales in that month to determine 
Oregon’s share of any differential.  The calculation uses the following formula: 
 

(APCACa ÷ Loada) - (APCACb ÷ Loadb) =System APCA Unit Cost Differential  
 

System APCA Unit Cost Differential × Loado+(SRa- SRb)=APCA Differential 
 
 Where: 

APCACa = Total Company Adjusted Actual NPC (Excluding Situs 
Resources) plus other costs/benefits reflected in Oregon APCA 
Forecast  

  Loada   = Actual System Retail Load 
APCACb  = Total Company Base NPC (Excluding Situs Resources) adjusted 

for Direct Access plus other costs/benefits reflected in Oregon 
Forecast 

  Loadb   = Base System Retail Load  
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 Loado   = Actual Oregon Retail Load 
 SRa   = Actual Situs Resource Value 
 SRb   = Forecasted Situs Resource Value 

 

F. Rate Design 

1. In the Company’s current general rate case, proposed NPC are unbundled from 
other generation costs. All NPC will be collected through a new Schedule 201, 
Annual Power Cost Adjustment, which will be applied as a rider to Schedule 200. 
Schedule 200 will continue to collect other generation costs. 

2. In any future APCA filed in or processed concurrently with a general rate case after 
UE 207, the APCA rate design test year will be the general rate case rate design test 
year. In a stand-alone APCA, the APCA rate design test year will be the forecast 
test year during which the Schedule 201 rates will be effective. 

3. In any future APCA filed in or processed concurrently with a  general rate case after UE 
374, proposed Schedule 201 revenues by rate schedule will be determined by spreading 
the total forecast NPC for the test year to the rate schedules in the same manner as the 
revenues for Schedule 200 are spread to the rate schedules: based on the functionalized 
revenue requirement as determined by the Commission based upon a Cost of Service 
study, or by the method proscribed by the Commission in the most recent general rate 
case or Commission proceeding regarding rate spread and rate design. 

In any future stand-alone APCA, Proposed Schedule 201 revenues by rate schedule will 
be determined by spreading the total forecast NPC for the test year to the rate schedules 
based upon each schedule’s proportion of “Present Schedule 201 revenues.” “Present 
Schedule 201 revenues” for the test year shall reflect the projected test year sales 
forecasts.   Proposed Schedule 201 rate design shall reflect the method prescribed by the 
Commission in the most recent general rate case or other Commission proceeding 
regarding rate spread and rate  design. 

G. APCA Filings Made in or Processed Concurrently with a General Rate Case 

1. If the Company files a general rate case prior to May 15 in a given year, then the 
Company may file the APCA before May 15. If the Company chooses not to file a 
APCA prior to May 15, then it must file on May 15. If the APCA is filed on a stand-
alone basis, it will be filed no later than May 15. In order to accommodate the direct 
access window that begins November 15, the APCA may be bifurcated from the full 
rate case in order to allow for a Commission decision by November 1. Bifurcation of the 
APCA does not alter any provision below.  

2. When an APCA is filed in or processed concurrently with a general rate case, the 
Company or any Party may propose changes to how the Company’s Rate Mitigation 
Adjustment or other rate spread tools should operate in a stand-alone APCA filing made 
before the APCA is again filed in or processed concurrently with a general rate case.  
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3. When an APCA is filed in or processed concurrently with a general rate case, the APCA 
will be subject to rebuttal and final updates identifies above and the agreements on 
workpapers and other supporting documents specific in Attachment A. 

H. Other Provisions 

1. These guidelines do not limit the ability of the Company or other Parties to propose 
changes to these guidelines, including changes to the cost elements that will 
comprise NPC in stand-alone APCA proceedings or in future general rate cases. 
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Attachment A 
APCA Workpapers and Supporting Documents 

 
Workpapers are defined in OAR 860-001-0480(5) as “documents that show the source, 
calculations, and details supporting the testimony and other exhibits submitted.”  In an 
APCA proceeding, the term “workpapers” means the documents used to develop the final 
inputs to GRID and the final modeling in GRID.  The data relied upon to support the cost 
details in the filing may include contracts, emails, white papers, studies, PacifiCorp 
computer programs, Excel spreadsheets, Word documents or pdf, and text files. 

If the Commission adopts new minimum filing requirements, rules or guidelines for net 
power cost filings, these will replace the requirements set forth in this document.  
Additionally, if the APCA is eliminated, the APCA Design Guidelines to which this 
document is attached are materially changed, or the Parties otherwise agree, the 
requirements set forth in this document will cease to be operative.  In cases where systems 
change or are replaced in the future, PacifiCorp will continue to provide substantially the 
same information as provided in data request responses in PacifiCorp’s 2009 TAM 
(UE 199), the relevant citations to which are listed below, as long as these filing 
requirements remain operative. 
 
The Parties agree to continue the current practice of providing all discovery response 
answers, workpapers, including any other documents produced pursuant to this agreement 
via email (for non-confidential documents) and overnight mail.  The GRID model and its 
inputs, however, will be produced on the day of the filing electronically to the Parties in 
accordance with the terms of the stipulation in docket UE 199. 
 
Parties will expeditiously work to rectify any workpaper deficiencies without requiring other 
Parties to submit follow-up data requests. 
 
In cases where the Company has relied upon documents or workpapers it considers to be 
“highly confidential” it will notify the Parties of such, and, if the amount of data considered 
highly confidential is limited, it will redact the highly confidential data or otherwise modify 
the non-confidential workpapers to prevent disclosure of highly confidential material. If the 
Company has withheld any information on the grounds that the information is “highly 
confidential,” the Company will request a “highly confidential” protective order or other 
special handling measures within five days of providing the non-highly confidential 
material. 
 
A. Initial Filing by Company 

For the Initial Filing, PacifiCorp will provide workpapers and supporting documents 
as described below.  All information will be provided electronically and, in the case 
of Excel spreadsheets, with all cells and formulas intact. 

1. Concurrent with the filing: 
 

a) Workpapers that show the source, calculations and details supporting the 
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testimony and other exhibits.  The workpapers will include, at a minimum, 
copies of the net power cost report in Excel and the net power cost model 
database.  Access to the power cost model will also be provided. 

b) Identification of the Four Year Period used to determine outage rates  and 
other input items in the net power cost model. 

c) Compilations of actual net power costs produced by PacifiCorp that were 
referenced in the testimony or exhibits, to the extent that actual power cost 
results are discussed or cited in the Company’s direct testimony or exhibits.  
See, e.g., ICNU 1.5-1 in UE 199. 

d) A list and explanation of all modeling or logic changes or enhancements to 
the net power cost model that have been implemented since the most recent 
Oregon APCA or general rate case.  This will include a statement of the 
direction and amount of change in net power costs resulting from each such 
change and documentation describing each change as well as net power cost 
model runs and workpapers quantifying the impacts of these changes. 

 
2. Within five business days after the Initial Filing, the Company will deliver to the 

Parties: 
 

a) Workpapers showing the computation of the outage rates (planned and 
unplanned) used in the power cost model.  Include all backup data showing 
each outage (planned or unplanned, etc.) and duration (planned or 
unplanned) considered in the four-year period, including NERC cause code, 
type of event, duration, energy lost, etc.  See, e.g., ICNU 1.6-1 and 1.6-2 in 
UE 199. 

b) The heat rate curves for each resource and the spreadsheets showing the 
derivation of the heat rate curves.  See, e.g., ICNU 1.22 in UE 199. 

c) Workpapers and documentation supporting the inputs contained in the 
“Other Cost” file as of UE 199, used in the power cost model, including all 
electronic spreadsheets used to compute any of the line items in the file.  
This includes test year: wheeling expenses modeled in GRID.  See, e.g., 
ICNU 1.28 in UE 199. 

d) Workpapers and documentation supporting the “Energy Cost” file used in the 
power cost model, including all electronic spreadsheets used to compute any 
of the line items in the file.  See, e.g., ICNU 1.29 in UE 199. 

e) Workpapers and documentation supporting the “Demand” file used in the 
power cost model including all electronic spreadsheets used to compute any 
of the line items in the file.  See, e.g., ICNU 1.31 in UE 199. 

 
3. As soon as practical after filing, delivered on an as-ready basis, but no later than 15 

days after the Initial Filing, the Company will deliver to the Parties: 
 

a) All documents, workpapers or other information relied upon by the Company 
in determining the market caps used in the power cost model for the 
Pro-Forma Period.  See, e.g., ICNU 1.2 in UE 199. 
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b) The current topology maps in the power cost model along with an 
explanation for all the differences that have been made to the topology since 
the last APCA or general rate case and an explanation of why the changes 
were made.  Include supporting documentation, such as contracts resulting in 
changes to the transfer capabilities used in GRID.  See, e.g., ICNU 1.3 and 
1.68 in UE 199. 

c) The date and a copy of the forward price curve, showing monthly heavy load 
hour and light load hour forward prices, used in creating the Test Year power 
cost model studies. 
d) Documents showing all short-term firm transactions (including short-
term firm indexed transactions and swaps) modeled in the test year power 
cost study, see, e.g., ICNU 1.11, and as long as the Commission retains an 
adjustment for wholesale trading margin, the backup for the calculation of 
the trading margin, see, e.g. 1.13 and ICNU Supplemental 18.24 in UE 199.  
In addition, each contract will have a designation as to its purpose (i.e., 
trading, arbitrage or balancing.) 

e) For all power, fuel and transmission related contracts modeled in GRID that 
were not included in the most recent Oregon APCA or general rate case: 

1. A copy of the contract (in pdf or electronic format, if available). 
2. Any workpapers or other documents used to develop the power 

cost model input assumptions related to the contract. 
f) Regulatory Fuel Budget filing used for the test year and any other workpapers 

used in developing the power cost model fuel cost inputs. 
g) Workpapers and documentation supporting the “Demand Cost” file used in 

the power cost model, including all electronic spreadsheets used to compute 
any of the line items in the file.  See, e.g., ICNU 1.30 in UE 199. 

h) Identification of each instance in which the Company changed any 
maximum capacities, minimum up or down times or unit minimum capacities 
for thermal or hydro generators modeled in the power cost model since the 
last Oregon APCA or general rate case, if applicable. 

i) Workpapers explaining the development of each line of load adjustments 
presented on the Company’s power cost model output reports.  See, e.g., 
ICNU 1.53 in UE 199. These include but are not limited to: 

1. DSM (irrigation) 
2. MagCorp Curtailment 
3. Monsanto Curtailment 
4. Station Service 

j) Workpapers used to develop inputs for qualifying facility contracts modeled 
in GRID.  See, e.g., ICNU 1.33b in UE 199. 

k) A 40-year hydro data set suitable for input into the GRID model applicable to 
the test year so long as the Company has been required by regulators in 
proceedings in other states to produce this material, and the Company 
proposes to change its hydro modeling from the single (Median hydro) 
scenario filed in the initial filing in UE 207. 

l) Data necessary to calculate forced outages using hourly forced 
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outage shaping as adopted by the Commission in Order 15-394. 
m) Sample calculations of the transition adjustments for Schedule 

30 Secondary and Schedule 48 Primary in Schedule 294, with all 
supporting documentation. 

n) Workpapers for any screens applied to prevent uneconomic 
commitment and dispatch of resources in the GRID model. 

o) Supporting transaction level detail for compilations of actual 
power costs produced by PacifiCorp that were referenced in 
the testimony or exhibits, to the extent that actual power costs 
results are discussed or cited in the Company’s direct 
testimony or exhibits.  See, e.g. ICNU 1.5-2 in UE 199. 

p) Workpapers and all supporting documents underlying the 
start-up fuel and start-up operations and maintenance costs 
included in GRID. 

 
B. Response Filing (or Surrebuttal Filing, if applicable) by Staff and Intervenors 

Parties filing testimony in response to the Company’s Initial Filing (or Rebuttal 
Filing, if applicable), will provide workpapers and supporting documents as 
described below. 

 
1. Concurrent with the filing: 

 
a) Workpapers that show the source, calculations and details supporting the 

testimony and other exhibits.  The workpapers will show on an adjustment-
by-adjustment basis, the power cost model input file or files used, the back-
up to the input files, and the power cost model study reports or documents 
showing the impact of the adjustment on net power costs as compared to the 
comparison scenario.  The associated power cost model input files will be 
provided as well. 

 
C. Rebuttal Update Filing (and Sursurrebuttal Filing, if applicable) and Final 

Updates by Company 
For the Rebuttal Update Filing and Final Updates, PacifiCorp will provide 
workpapers and supporting documents as described below. 

 
1. Concurrent with the filing: 

 
a) Workpapers that show the source, calculations and details supporting the 

testimony and other exhibits.  The workpapers will include the net power 
costs report on an adjustment-by-adjustment basis.  The workpapers will 
include, at a minimum, electronic copies of the net power cost report and the 
net power cost model. 

b) For any update, adjustment or correction to the power cost model, the 
Company will include a description of the change and a calculation of the 
adjustment amount. 
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2. As soon as practical after filing, but no later than three days after the filing: 

a) To the extent that any of the items in Section A above change, 
new versions of the supporting documentation and workpapers 
will be provided. 

 
Access to the updated runs in power cost model via the designated 
internet access or power cost model input files containing all inputs 
and output reports associated with the update filings. 
 

D. Other Items 
 

1. The Company will provide information on new contracts or updates to 
contracts that are executed after the Rebuttal Filing and will be 
included in the Final Updates as soon as practical after execution.  The 
Company will track the contracts and produce them in groups as their 
total number or value become material. 

 
2. The Company will provide broker quotes compared to the Company’s 

forward price curve used in the final net power cost update as soon as 
practical. 
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PACIFIC POWER 

PACIFICORP 
OREGON TRANSITIONANNUAL POWER COST ADJUSTMENT MECHANISM 

(TAM(APCA) 
Agreement of the Parties on General Guidelines 

 
Pacific Power's TransitionPacifiCorp’s Annual Power Cost Adjustment Mechanism 
(TAM(APCA) is an annual filing with the objective to update the forecast net power costs 
(NPC) to account for changes in market conditions, with the final forecast update close to 
the direct access window to capture costs associated with direct access, and to correctly 
identify the proper amount for the transition adjustment. Additionally, the APCA includes 
a true-up of actual NPC from the previous year to the forecast NPC of that year. 

 
When filed on a stand-alone basis, the TAMAPCA is intended to be narrower and more 
streamlined than when the TAMAPCA is filed in or processed concurrently with a general 
rate case. In any case, parties to a TAMthe APCA proceeding should have a full 
opportunity to review, challenge and litigate issues raised in the case. Parties may address 
the issue of whether a particular TAM proceeding should have three rounds of testimony or 
five at the prehearing conference. Parties have not resolved and may address in UE 210, Pacific 
Power's general rate case, issues including but not limited to whether: (1) changes in 
methodologies utilized in the calculation of net power costs, such as those used to calculate 
normalized hydro or forced or planned outage rates or calculation issues resolved by the 
Commission, will be permitted in stand-alone TAM proceedings; and (2) a stand-alone TAM 
should include the variable costs of new generation resources if the Company will not recover 
the fixed costs of the generation resource in the TAM rate effective period. APCA proceeding 
should have three rounds of testimony or five at the prehearing conference.  
 
Issues related to the prudence of contracts, the appropriate modeling of contracts and 
known and measurable changes to inputs for existing methodologies are within the proper 
scope of a stand-alone TAMAPCA proceeding. Nothing in this agreementthese guidelines 
prevents any Party, including the Company, from advocating in a future general rate case 
or other proceeding other than a stand-alone TAMAPCA, that the TAMAPCA should be 
eliminated or revised. 

 
 

A. NPC 
 
NPC includes the amounts booked to the following Federal Energy Regulatory 

Commission (FERC) accounts: 
 

FERC Account Description 
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Account 447  Sales for resale, excluding revenues that are not modeled in the 
NPC forecast 

Account 501  Fuel, steam generation; excluding costs that are not modeled in 
the NPC forecast 

Account 503 Steam from other sources 

Account 547  Fuel, other generation 

Account 555  Purchased power, excluding the Bonneville Power 
Administration (BPA) residential exchange credit pass-through 
if applicable 

Account 565  Transmission of electricity by others. 

 
 

A.B. Initial Filing – Forecast NPC 

Each year, on May 15, the Company will make an Initial Filing to forecast net power 
costsrecover any variance between the forecast and actual NPC for the previous calendar 
year, forecast NPC for the following calendar year, and set direct access transition 
adjustments for the following calendar year. In any future TAMAPCA filings after UE 
207374, the Initial Filing will be consistent with the following provisions: 

1. At least 30 days prior to the initial filingInitial Filing, the Company will provide a 
pre-filing review to Staff, CUB and ICNUnotice of any proposedsubstantial changes 
to the net power cost model (e.g., new version of GRID). For this pre-filing review, the 
methodologies used to forecast NPC. The Company will include in its APCA filing 
a justification for each substantial change in forecast methodology, calculation of 
cost elements, or other major data input changes.  For each change, where practical, 
the Company will also provide workpapers that contain a side-by-side comparison, 
where practical, of the prior year net power costs  of NPC forecast model results with 
and without the model changes. In a stand-alone TAMproposed change.   

2. The Company will include in the NPC forecast the variable costs and dispatch benefits 
of new resources that are not eligible for inclusion in the Renewable Adjustment Clause 
in its NPC in stand-alone APCA proceedings, irrespective of whether the fixed capital 
costs of the new resource are already included in rates, if: (a) the Company acquired the 
resource prior to May 15th of the year of the stand-alone APCA filing, or (b) the 
Company built the resource and it was used and useful prior to May 15th of the year of 
the stand-alone APCA filing, the Company agrees not to include model changes in its 
forthcoming.  

1.3. The prudence of the decision to build or acquire the resource may be determined 
in the stand-alone APCA proceeding prior to including the variable costs and dispatch 
benefits in rates.  The Company will provide notice to the parties if a new resource 
subject to this section will be included in the APCA filing if Staff, CUB or ICNU 
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objectsby April 15th of the year of the stand-alone APCA filing. 

2.4. The Initial Filing will include updates to all of the net power costNPC 
components identified in AttachmentSection A. These costs will be based on the 
Company'sCompany’s most recent official forward price curve, forecast load and 
allocation factors. In a stand-alone TAMAPCA filing, the Company will also update 
the steamother revenues associated with Little Mountain steam sales, whichthat are 
tracked in FERC Account 456 - Other Electric Revenue. When a TAMan APCA is 
filed in or processed concurrently with a general rate case, this element may be 
included in the TAMAPCA or the general rate case. Parties have not resolved and may 
address in PacifiCorp's 2010 TAM, UE 207, whether non-fuel start-up costs may be 
included in a stand-alone TAM filing.Additionally, the APCA forecast will include 
production tax credits (PTC). 

1. In the Initial Filing the Company will identify and provide 
adequate support for all known contracts it expects to be updated 
or added in the Rebuttal and Final updates. The Company may 
update or add a contract not identified in the Initial Filing if the 
Company demonstrates that it has followed the notification 
procedures in Section A4 of this Agreementthese guidelines and: 
(1) the new contract or contract update is based upon new 
information of which the Company reasonably became aware 
after the net power costNPC study for the Initial Filing was 
completed; or 

3.5.  (2) the omission resulted from a mistake that occurred despite the 
Company'sCompany’s reasonable diligence in meeting its obligations under this 
Section. The Company will also identify any contracts modeled in the test period 
under which the Company has made a liquidated damages claim. 

 
6. In UE 207 and any future TAMIn the Initial Filing, the Company will reflect forecast 

changes in Other Revenue for items that have a direct relation to NPC, for which a 
revenue baseline has been established in rates in Docket UE 375 or subsequent rate 
case.     
 

4.7. In any APCA proceeding, the Company has a continuing obligation to 
provide notice of any correction or omission promptly after the discovery of the 
error or new information. In addition, the Company will file a summary of all 
identified corrections or omissions to the components included in the Initial Filing 
fifteen15 business days before Staff and Intervenor Direct Testimony is due. 

5.8. The Company will provide access to the net power costNPC model to Parties 
when it makes its Initial Filing, provided that the Party has entered into a 
confidentiality agreement with the Company or is subject to a protective order 
applicable to the relevant TAMAPCA or general rate proceeding. The Parties 
preserve their right to challenge the confidential designation of any documents or 
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data. 
 

6.9. The Company will provide workpapers and other supp01iingsupporting 
documents as specified in Attachment BA. 

10. The Parties agree to ask the Commission to make the protective order for the next 
TAMAPCA an ongoing protective order which will continue to be effective in 
future TAMAPCA proceedings.  

11. The Company’s Initial Filing will include direct testimony covering any unusual 
expenses incurred over the course of the previous calendar year and identify and 
discuss any large deviations of actual NPC from forecasted NPC. The Company 
will also provide with its workpapers a differential worksheet the produces actual 
minus base power costs for each separate cost category in the recovery of the 
previous year’s NPC on a gross costs and per megawatt-hour (MWh) unit basis. 

7.12. These Guidelines do not limit the ability of other Parties to this Agreement 
may seek ongoing party status in Pacific Power's TAM proceedings and Pacific Power 
will support this request.propose updates consistent with these Guidelines after the 
Company’s Initial Filing.  

 
B.C. Rebuttal Update Filing – Forecast NPC 

At the time the Company makes its rebuttal filingRebuttal Update Filing, it will include an 
update to forecast net power costs NPC consistent with the following provisions: 

1. The Company will update the following net power cost NPC components, subject to 
the Guidelines: 

 

a. Most recent official forward price curve. 
 

b. New power, fuel and transportation/transmission contracts, both physical and 
financial, and updates to existing contracts. These contracts include:  
 

i. wholesale electric sales and purchase contracts that are for long term 
firm sales and purchases, short term firm sales and purchases, or 
exchanges and storage with and without energy or capacity prices; 
(b)  

 
ii. coal and natural gas sales, purchases and transportation contracts; 

and (c)  
 
iii. wheeling contracts. ; and 
 
iv. coal contracts for mines directly or indirectly owned by the 

Company.  
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These transactions may have fixed prices or prices linked to market indexes. 
They may require physical deliveries or be settled financially (e.g., swaps). 
Contracts must be independent and verifiable. For example, this would permit 
updates to coal costs under Company contracts with third parties, but would not 
permit updates to coal costs for mines directly or indirectly owned by the 
Company. 

2. In its Rebuttal Update filing, the Company may make corrections to or address 
omissions in the components included in the Initial Filing. The Company may 
co11'ectmake corrections or address omissions in the components included in the 
Rebuttal Update filing within five business days of the date of filing of the Rebuttal 
Update. The Company agrees to provide notice of any impending correction 
promptly after the discovery of the error and agrees to correct all errors and 
omissions within five business days of the initial Rebuttal Update filing. 

 
3. Parties reserve all of their procedural rights, including the right to submit data 

requests and seek postponement of the hearing, related to the correction of the 
Rebuttal Update filing. 

4. The Company will provide workpapers and the other supporting documents as 
specified in Attachment BA. 

 
C.D. Final Updates – Forecast NPC 

The Company will file final updatesFinal Updates to net power costsforecast NPC and 
calculate transition adjustments as follows, subject to the Guidelines: 

1. At least five business days prior to the direct access window, the Company will: 
 

a. File an update to net power costsforecast NPC, incorporating the following: 
 

i. i. Commission -ordered adjustments; 
 

ii. 11. Forward Price Curve from within nine days of the filing date; 
 

iii. 111. New contracts, or updates to existing contracts. These contracts 
include: (a) wholesale electric sales and purchase contracts that are 
for long term firm sales and purchases, sh01ishort term firm sales and 
purchases, or exchanges and storage with and without energy or 
capacity prices; and (b) natural gas sales and purchase contracts. 
These transactions may have fixed prices or prices linked to market 
indexes. They may require physical deliveries or be settled 
financially (e.g., swaps); 

 
contracts. These transactions may have fixed prices 
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or prices linked to market indexes. They may 
require physical deliveries or be settled financially 
(e.g., swaps). 

 
b. Post indicative transition adjustments for Schedules 294 and 295; 

 
c. Provide indicative supply service net power costNPC rates (to be Schedule 

201)); and 
 

d. Provide an attestation that will confirm that all contracts executed prior to the 
contract lockdown date have been included in the indicative filing and will 
identify any exceptions and the reason why such contracts were excluded. The 
attestation will also include a statement confirming that, for the executed power 
purchase agreements with new qualifying facilities (QFs) included in the TAM, 
PacifiCorp has a commercially reasonable good faith belief that these QFs will 
reach commercial operation during the rate effective period based on the 
information known to the Company as of the contract lockdown date. This 
attestation does not require the Company to opine on the commercial viability 
of any QF.  

2. On November 15, in accordance with OAR 860-038-0275(1), the Company will: 
 

a. File an update to net power costsNPC incorporating the forward price curve 
from within seven days of the filing date. 

 
b. Post final transition adjustments for Schedules 294 and  295. 

 
i. Transition Adjustments in Schedules 294 and 295 will be calculated based 

on the Final Update and consistent with the modification to the calculation 
described in Section 15 of the Stipulation adopted by the Commission in 
Order 08-543 in Docket UE-199 and modified so that any remaining 
monthly thermal generation that is backed down for assumed direct access 
load will be priced at the simple monthly average of the California-Oregon 
Border (COB) price, the Mid-Columbia price, and the avoided cost of 
thermal generation as determined by GRID.  The monthly COB and Mid-
Columbia prices will be applied to the heavy load hours or light load hours 
separately.  The existing balancing account mechanisms will remain in 
effect. 

 
ii. Schedule 200 Supply Service rate design will be non-bypassable to direct 

access customers and will not be subtracted in the calculation of the 
Transition Adjustment.  In addition, the Schedule 201 rate design as 
proposed by the Company will be allowed to go into effect and will be 
bypassable to direct access customers.  The rate design for proposed 
Schedule 200 applicable to delivery service Schedules 30, 47, and 48 will 
be changed from its present energy only cents per kilowatt-hour (kWh) rate 
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design to a two-part rate design which includes a demand charge equal to 
$1.00 per billing kilowatt (as defined in the respective tariffs) plus a cents 
per kWh energy charge.   

 
c. Provide supply service net power cost NPC rates (to be Schedule 201) 

 
3. The Company will provide workpapers and other suppo1iingsupporting documents 

for both the indicative and final filings as specified in Attachment BA. 
 

4. If a Party objects to any aspect of the Final Update, the Party reserves all of its 
procedural rights to seek review of the controve1tedcontroverted issue. 

5. The Parties agree to meet and review whether to recommend to the Commission an 
extension in length for the shoppingelection window for PacifiCorp'sPacifiCorp’s 
multi-year direct access option beginning in November 2009. 

 
E. Actual NPC True-Up 

 
The ACPA true-up is calculated on a monthly basis. Actual APCA costs are compared to 
base APCA cost on a per-unit basis.  APCA costs are established in the APCA forecast and 
include NPC, Other Revenues, and PTCs.  Any differences in the system per-unit cost are 
multiplied by the actual megawatt hours of Oregon retail sales in that month to determine 
Oregon’s share of any differential.  The calculation uses the following formula: 
 

(APCACa ÷ Loada) - (APCACb ÷ Loadb) =System APCA Unit Cost Differential  
 

System APCA Unit Cost Differential × Loado+(SRa- SRb)=APCA Differential 
 
 Where: 

APCACa = Total Company Adjusted Actual NPC (Excluding Situs 
Resources) plus other costs/benefits reflected in Oregon APCA 
Forecast  

  Loada   = Actual System Retail Load 
APCACb  = Total Company Base NPC (Excluding Situs Resources) adjusted 

for Direct Access plus other costs/benefits reflected in Oregon 
Forecast 

  Loadb   = Base System Retail Load  
 Loado   = Actual Oregon Retail Load 
 SRa   = Actual Situs Resource Value 
 SRb   = Forecasted Situs Resource Value 

 

D.F. Rate Design 

1. In the Company'sCompany’s current general rate case, proposed net power costsNPC 
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are unbundled from other generation costs. All net power costsNPC will be collected 
through a new Schedule 201, NetAnnual Power Costs - TransitionCost Adjustment 
Mechanism, which will be applied as a rider to Schedule 200. Schedule 200 will 
continue to collect other generation costs. 

2. In any future TAMAPCA filed in or processed concurrently with a general rate case 
after UE 207, the TAMAPCA rate design test year will be the general rate case rate 
design test year. In a stand -alone TAMAPCA, the TAMAPCA rate design test year 
will be the forecast test year during which the Schedule 201 rates will be effective. 

 

2. If PacifiCorp has not filed a general rate case within four years 
of the filing of UE 210, and does not plan to file a rate case by March 
1, 2014, the Company will convene technical workshops no later than 
July 1, 2013 to provide the parties to the "Agreement of the Parties on 
General Guidelines" with relevant information to allow parties to 
make a preliminary determination if the then-current rate spread for 
its TAM rates may be unfair, unjust or unreasonable. If one or more 
parties to the "Agreement of the Parties on General Guidelines" makes 
a preliminary determination, by September 1, 2013, that the then current rate 
spread for its TAM rates may be unfair, unjust or unreasonable, PacifiCorp 
will file its next application as a TAM filed in or processed concurrently 
with a general rate 
case. 

3. In any future TAMAPCA filed in or processed concurrently with a  general rate case 
after UE 207374, proposed Schedule 201 revenues by rate schedule will be determined 
by spreading the total forecast net power costsNPC for the test year to the rate schedules 
in the same manner as the revenues for Schedule 200 are spread to the rate schedules: 
based on the functionalized revenue requirement as determined by the Commission 
based upon a Cost of Service study, or by the method proscribed by the Commission in 
the most recent general rate case or Commission proceeding regarding rate spread and 
rate design. 

In any future stand-alone TAMAPCA, Proposed Schedule 201 revenues by rate 
schedule will be determined by spreading the total forecast net power costsNPC for the 
test year to the rate schedules based upon each schedule'sschedule’s proportion of 
"“Present Schedule 201 revenues.'' ".” “Present Schedule 201 revenues"” for the test 
year shall reflect the projected test year sales forecasts.   Proposed Schedule 201 rate 
design shall reflect the method prescribed by the Commission in the most recent general 
rate case or other Commission proceeding regarding rate spread and rate  design. 

E.G. TAMAPCA Filings Made in or Processed Concurrently with a General Rate 
Case 

In all future TAM filings after UE 207 in a year in which  the If the Company 
files a general rate case, the TAM will be included in or processed 
concurrently with prior to May 15 in a given year, then the Company may file 
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the general rate case filing. In future filings after UE 207,APCA before May 
15. If the Company agrees that both filings will be made no later than March 
1 to allow forchooses not to file a January 1 rate effective date. This 
commitment will cease ifAPCA prior to May 15, then it must file on May 15. 
If the TAM is eliminated or there are material changes in these TAM Design 
Guidelines.  If the TAMAPCA is filed on a stand-alone basis, it will be filed 
no later than April 

1. 1May 15. In order to accommodate the direct access window that begins November 15, 
the TAMAPCA may be bifurcated from the full rate case in order to allow for a 
Commission decision by November 1. Bifurcation of the TAMAPCA does not alter any 
provision below.  

2. When a TAMan APCA is filed in or processed concurrently with a general rate case, the 
Company or any Party may propose changes to how the Company’s Rate Mitigation 
Adjustment or other rate spread tools should operate in a stand-alone TAMAPCA filing 
made before the TAMAPCA is again filed in or processed concurrently with a general 
rate case.  

3. When a TAMan APCA is filed in or processed concurrently with a general rate case, the 
TAMAPCA will be subject to rebuttal and final updates identifiedidentifies above and 
to the agreements on workpapers and other supporting documents specifiedspecific in 
Attachment BA. 

 
 
 
 
 

H. Other Provisions 

1. These guidelines do not limit the ability of the Company or other Parties to propose 
changes to these guidelines, including changes to the cost elements that will 
comprise NPC in stand-alone APCA proceedings or in future general rate cases. 
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