ITEM NO. CAS3

PUBLIC UTILITY COMMISSION OF OREGON
STAFF REPORT
PUBLIC MEETING DATE: December 18, 2007

REGULAR  CONSENT X EFFECTIVE DATE January 1, 2008
DATE: December 10, 2007

TO: Public Utility Commission

FROM: Ed Durrenberger

THROUGH: Lee Sparling, Ed Busch, and Bonnie Tatom

SUBJECT: PACIFIC POWER & LIGHT: (Advice No. 07-023) Makes revisions to
Schedule 200, Cost-Based Supply Service, Schedule 294, Transition
Adjustment, and Schedule 295, Transition Adjustment One-Time Multi-
Year Cost of Service Opt-Out, responsive to Commission
Order No. 07-446, 2008 Transition Adjustment Mechanism.

STAFF RECOMMENDATION:

Staff recommends that the Commission approve Pacific Power and Light's (PacifiCorp
or Company) request to waive statutory notice and revise Tariff Schedules 200, 294 and
295 in accordance with Commission Order No. 07-446, the 2008 Transition Adjustment
Mechanism (TAM). These revisions will be effective with service on and after January 1,
2008.

DISCUSSION:

The PacifiCorp TAM was originally adopted by the Commission in 2004 in Order

No. 04-516 to determine the difference between the market value of the energy that
would have been used to serve direct access customers and the cost of service rate
under the company’s energy-only tariff schedules. The TAM was then used to inform
direct access decisions during the fall open enrollment window where eligible customers
could choose either cost-based supply service or direct access service. The Order
directed PacifiCorp to file a TAM by November 15, 2004, which the company complied
with by filing its 2005 TAM as part of its general rate case (Docket UE 170). The
Commission adopted this TAM as part of Order No. 05-1050 with annual updates and
specific adjustments proposed by the company and parties to the docket. The next
annual TAM was filed in 2006 as part of another general rate case (Docket UE 179).
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This TAM was settled by stipulation and the net power cost increase was capped at
$10 million in Order No. 06-530.

PacifiCorp’s latest TAM was filed with supporting testimony and exhibits on April 2,
2007, and was docketed as UE 191. The initial TAM filing forecasted the normalized
net power costs, on an Oregon-allocated basis, to be $36 million higher for 2008 than in
2007. The Company stated that the higher power costs were caused primarily by
higher fuel costs, expiring long-term contracts, system load growth and the expiration of
the 2007 TAM cap. Staff, other parties and the company fully vetted a number of issues
in this filing culminating with the Commission issuing Order No. 07-446 on

September 17, 2007. Advice 07-023, filed November 15, 2007, updates tariff
Schedules 200, 294 and 295 to be compliant with the Order. A replacement tariff
Schedule 294 and an application to waive statutory notice (LSN) were filed on
December 10, 2007, to correct a mistake on this tariff sheet in the original filing.

Final 2008 TAM update of Net Power Costs

PacifiCorp produced a final GRID study on November 14, 2007, in compliance with
Order No. 07-446, incorporating the most recent forward price information. As a result
of the study, the company proposes to increase net power costs by $22.4 million,
setting a new total Oregon allocated baseline of $247 million for 2008. Staff has
reviewed PacifiCorp’s final GRID run and the net power cost adjustments proposed for
2008. The final run and the adjustments comply with Commission Order No. 07-446.

Final TAM Adjustment in Rates

Advice 07-023 updates tariff Schedule 200, Cost-Based Supply Service, tariff
Schedule 294, the One-year Option Transition Adjustment and tariff Schedule 295, the
Multi-year Option Transition Adjustment with a proposed effective date of January 1,
2008. This filing results in a power cost increase of 2.5 percent overall as detailed in
the attached work sheet. Residential customers using an average of 1000 KWh per
month will see an increase of approximately $1.75, or 2.1 percent, in their monthly bill
as a result of the TAM.

PROPOSED COMMISSION MOTION:

PacifiCorp’s LSN be approved and the tariff sheets filed in Advice 07-023 be allowed to
go into effect on and after January 1, 2008.
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