
B    O    N    N    E    V    I    L    L    E           P    O W    E    R           A    D    M    I    N    I    S    T   R    A    T    I    O    N

WUTC Briefing April 2008 1

Washington Utilities and Transportation 
Commission Briefing

ASC Methodology Proposal and                
WP-07 Supplemental Proposal 

April 2008

Overview of the Proposals
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• Respond to the May and October, 2007 Court rulings
• GNA
• PGE
• Snohomish

• Establish an REP for FY 2009 and beyond
• Proposed new 7(b)(2) methodology and legal interpretation
• Proposed new Average System Cost (ASC) Methodology

• Revise rates for FY 2009

Purpose of WP-07 Supplemental Proposal
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Response to the Court’s Opinions
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Outline of the Response to the Court’s Opinions

There are four major components to BPA’s proposal for responding to the 
Court’s opinions

1. Calculate what each IOU received, or would have received, under the 
Settlement

2. Calculate what each IOU would have received under an active Residential 
Exchange Program (REP)

• Assume the 84 ASC Methodology for FY 2002-2008 ASCs
• Calculate PF Exchange rate for FY 2002-2006 and FY 2007-2008 according to 

the 7b2 rate test
• Assume certain 7b2 issues would have been “live” and assume decisions by BPA
• Use “backcast” ASCs and exchange loads to calculate what each IOU would 

have received thru an active REP
3. Calculate the appropriate differences for each IOUs

• Account for Deemer Balances
• Account for the Load Reduction Agreements (LRAs)

4. Define how to recover the difference and return it to preference ratepayers
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• The Lookback Amount is the amount that PF Preference customers were 
overcharged and therefore should be recovered from IOUs and returned to 
PF Preference customers

• The Lookback Amount is determined annually for each IOU using the 
following “rules”:

1. First, calculate the amount the IOU keeps
This is the lesser of
• Total Settlement benefits (sum of REP settlement benefits, LRA 

payments, CRD, CRC, value of power purchase)
-OR-
• Greater of LRA or “backcast” REP benefits calculated in the 

absence of the REP settlements

2. Second, subtract the amount the IOU keeps from the total settlement benefits 
received to get the annual Lookback Amount

The Difference = “Lookback Amounts”
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Summary of Lookback Results for each IOU

FY02-07 Lookback
(in 2007 Dollars)          

$ millions

Avista 62.1

Idaho Power 96.6

Northwestern Energy 7.7

Portland General 
Electric

64.1

PacifiCorp 239.4

Puget Sound Energy 150.5

Total (including 
inflation)

620.4

• Assumes that the IOUs sign interim agreements that provide payments in 2008, subject to 
later true-up.
• If an IOU does not receive interim payments, then the REP benefits it is entitled to for FY08 
will be applied to its accumulated Lookback Amount and will reduce the above amounts 
accordingly.
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• Recover $620 million Lookback Amount for FY 02-07 from IOUs by reducing 
future REP benefits

• Return $316 million to the PF ratepayers through cash payments in FY 08 
and/or FY 09 for their overpayments made through FY 2007-2008 power 
rates

• IOUs have received no REP benefits for the latter half of FY 2007 and all of 
FY 2008.  They can receive payments via the Interim Agreements for FY 
2008, or fold the REP benefits they otherwise would have received into the 
Lookback calculations, which would reduce their Lookback obligation.

Recovering The Past Overpayments and Returning to 
the PF ratepayers 
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Proposed Changes to the ASC Methodology
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• Major proposed changes to the ASC Methodology include:
– Format for filing ASCs

• Replaces “jurisdictional approach” with a simpler and more uniform and 
transparent approach that relies on FERC Form 1 data

• Alleviates administrative burden and expense for BPA and exchanging utilities

– Changes to the treatment of transmission costs, taxes and return on 
equity

– Sets an exchanging utility’s ASC in a public process prior to a BPA rate 
case

• ASCs used in setting the PF Exchange rate during a rate case will be the 
same ASCs used to calculate actual benefits paid to the exchanging utility

• Exchange loads used to calculate actual benefits paid will be based on actual 
loads

Major Proposed Changes to ASC Methodology
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Putting all the Pieces Together for FY 2009
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• Reduction to non-REP program costs of $10M

• Change to REP costs
• Decreased IOU REP cost by $134 million (from $336 to $202 million)
• Increased Public REP cost by $2.6 million (from $6.8 to $9.4 million)

• Changes to Risk
• Changed Thresholds for CRAC and DDC
• Cap on the CRAC now $36M instead of $300M

• PF rate declines from $27.3/MWh to $26.2/MWh - ~ 4% decrease

Changes to FY09 Power Rates
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• Assumptions
– The new 7(b)(2) Implementation Methodology 
– New approach to allocating 7(b)(3) costs resulting in utility specific PF Exchange 

rates – the calculated REP benefits for FY 2009 total $250M
– Proposed revised ASC Methodology used for FY 09 ASC forecasts

• Results for IOU REP Benefits for FY 2009
– IOU REP benefits after applying rate test is $250 million
– However, $202 million of IOU REP costs in PF rates due to:

– $39 million of Lookback Amount applied to reduce IOU REP benefits 
– $9 million of Idaho’s forecast REP benefits goes to reduce its Deemer

Balance so it does not have to be recovered in PF rates

– Lookback amount of $39 million chosen to be applied to FY09 rates
– Reasonable amount that results in forecast of paying it off over 20 years
– Reduces benefits to the middle of the proposal range

FY 2009 IOU REP Benefits
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FY 2009 REP Benefits for each IOU 

FY09 REP 
Settlement Benefits

$ millions

FY09 REP Benefits
(before Deemer and 

Lookback) 
$ millions

FY09 REP Benefits
(after Deemer and 

Lookback) 
$ millions

Avista 21 27.8

9.2

7.6

54.6

50.8

100.2

250.2

Idaho Power 31.6

23.3

0

6.4

45.8

42.7

84.1

Northwestern Energy 4

Portland General 
Electric

79

PacifiCorp 92.6

Puget Sound Energy 108.3

Total 336.4 202.3
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FY09 Review 
Process

ASCM 
Consultation 
Process

FY10-11 ASC 
Review 
Process

FY09 Workshop to 
review 09 data in 
final methodology

March
 ‘08

June ’08

July ‘
08

Oct ‘
08

Feb ‘09

June 6 - FY09 ASC 
Reports under Proposed 
ASCM

July 3 - Final 
ASCM sent to 
FERC

WP-07 
Supplemental 
Rate Case

July – Public review of 
FY09 Expedited Process 
data calculated under Final 
ASC Methodology

End of July – Public review of 
FY09 Final ASCs to rate case

Oct –Feb – FY09 Public 
review under Final ASCM

Oct –Feb – FY10-11 Public 
review under Final ASCM

ASC Process Schedule
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ASC Methodology Consultation Schedule

February 7, 2008 Start of comment period on ASC Methodology
March 13, 2008 Workshop - ASC Methodology Issues
March 21, 2008 ASCM Issues List Due
March 31, 2008 Workshop - ASC Methodology Issues
April 16-18, 2008 Workshops - ASC Methodology Issues 
April 23, 2008 Workshop - ASC Methodology Issues
April 25, 2008 Workshop – ASC Methodology Issues (Tentative)
May 2, 2008 Close of comment period on ASC Methodology
May 16, 2008 Draft ASC Methodology ROD out for comment 
May 30, 2008 Comments due on draft ASC Methodology ROD
June 27, 2008 Final ASC Methodology ROD published
July 3, 2008 ASC Methodology FERC filing
July 8, 2008 Start of comment on Public Review on Conforming Expedited 

Process ASC Report to Final ASC Methodology for WP-07 
Supplemental Rate Case

July 10, 2008 Workshop on Expedited Process ASC calculation to final 
ASC Methodology

July 22, 2008 Close of comment on conforming Expedited Process ASC to 
final ASC Methodology

September 2008 Interim approval by FERC 
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Next Steps

Consultation with the Washington Utilities and Transportation Committee 
• Involvement level
• Briefings
• Feedback methods


	Outline of the Response to the Court’s Opinions
	Summary of Lookback Results for each IOU
	ASC Process Schedule


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo false
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 150
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects true
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (These "optimized" settings are consistent with BPA External Web Standards issued on 12-31-2005.  They are similar to the High Quality default settings, except:  1\) file resolution is reduced to 600 dpi;  2\) fast web view is turned off; and  3\) color and grayscale images above 225 ppi will be downsampled to 150 ppi \(to lower resolution\).)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [612.000 792.000]
>> setpagedevice


