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DECISION APPROVING APPLICATION OF PACIFICORP (U901E) FOR APPROVAL OF ASSET EXCHANGE UNDER CALIFORNIA PUBLIC UTILITIES CODE SECTION 851

[bookmark: _Toc426028016][bookmark: _Toc370798910]Summary
This decision approves PacifiCorp’s application for an asset exchange with Idaho Power Company (Idaho Power) pursuant to Pub. Util. Code § 851.  PacifiCorp will be permitted to reallocate ownership interests and operational responsibilities for various integrated transmission facilities in Idaho, Oregon, Washington, and Wyoming.  PacifiCorp will also be permitted to purchase 510 megawatts of transmission service under Idaho Power in place of the current amounts paid by PacifiCorp to Idaho Power under the existing operational agreements that are referred to as Legacy Agreements.
The approval of PacifiCorp’s application is based on our review of the record, and on the All-Party Stipulation that resolved all contested issues in this proceeding.
This proceeding is closed.
[bookmark: _Toc426028017]Background
[bookmark: _Toc426028018]The Application
On December 19, 2014, PacifiCorp filed an application for approval of a proposed transmission asset exchange with Idaho Power Company (Idaho Power) pursuant to Pub. Util. Code § 851.  Through this application, PacifiCorp and Idaho Power seek to reallocate their respective ownership interests and operational responsibilities for various integrated transmission facilities in Idaho, Oregon, Washington, and Wyoming (Transmission Facilities), some of which PacifiCorp and Idaho Power jointly own and operate, and others that are independently owned and operated.[footnoteRef:2] [2:   For a complete list of the Transmission Facilities that will be subject to the Joint Ownership and Operating Agreement, dated October 24, 2014, and which were subject to various Legacy Agreements between the Parties, please refer to Exhibit A of the Joint Purchase and Sale Agreement dated October 24, 2014, attached to PacifiCorp’s application.] 

On January 23, 2015, the Office of Ratepayer Advocates (ORA) filed a protest to the application.  The protest states that ORA met with PacifiCorp on January 21, 2015, and proposed that PacifiCorp agree to present in its next General Rate Case application a full and complete showing of its supporting data, such as (but not limited to) a listing of the assets involved in the exchange, supported calculations of the net asset book values of the exchanged assets, an explanation of the changes in ownership percentages and the reasons for the changes, and any other information that ORA and PacifiCorp agree to be relevant and material.
[bookmark: _Toc426028019]The Business Relationship of PacifiCorp and Idaho Power
PacifiCorp is a multi-jurisdictional utility providing retail electric service in California, Idaho, Oregon, Utah, Washington, and Wyoming.  It serves approximately 45,000 customers in Del Norte, Modoc, Shasta, and Siskiyou counties in northern California.[footnoteRef:3] [3:   Application at 10.] 

Idaho Power is also a multi-jurisdictional utility providing retail electric service in Idaho and Oregon.[footnoteRef:4] [4:   https://www.idahopower.com/AboutUs/CompanyInformation/Facts/default.cfm ] 

PacifiCorp and Idaho Power own and operate the Jim Bridger Plant[footnoteRef:5] and associated transmission assets[footnoteRef:6] under the Restated Transmission Service Agreement (RTSA), the Restated and Amended Transmission Facilities Agreement (RATFA), and the Interconnection and Transmission Service Agreement (ITSA).[footnoteRef:7]  The RTSA, RATFA and ITSA originated with the construction of the Jim Bridger Plant to move energy from the Jim Bridger Plant to the PacifiCorp West Balancing Area.[footnoteRef:8] [5:   Idaho Power owns one-third and PacifiCorp owns two-thirds of the Jim Bridger Plant.]  [6:   There are three transmission lines used to move power from the Bridger plant.  PacifiCorp owns two lines; Idaho Power owns one line.]  [7:   Application at 1.]  [8:   Id.] 

Since created, PacifiCorp argues that changes in regulatory obligations, PacifiCorp and Idaho Power’s load growth, and investments have rendered the RTSA, RATFA, and ITSA’s current allocation of ownership and operational responsibility inefficient.[footnoteRef:9]  Currently, the ownership and operation of the jointly‑owned Transmission Facilities are governed under numerous agreements, some over 40 years old and referred to as “Legacy Agreements.”[footnoteRef:10] [9:   Id at 2.]  [10:   The RATFA, RTSA, and ITSA are the primary agreements between PacifiCorp and Idaho Power.  There are a number of related agreements which support or are directly connected to RATFA, RTSA and ITSA.  The RAFTA, RTSA, ITSA and remaining agreements are collectively referred to as the “Legacy Agreements.”  A complete list of the Legacy Agreements that will be replaced, amended, or consolidated by this decision are identified in Schedules 1.1(g) and 1.1(h) to the Joint Purchase and Sale Agreement.] 

Pursuant to the Legacy Agreements, PacifiCorp owns two of three 345 kilovolt (kV) transmission lines connecting the Jim Bridger Plant to the transmission system and two-thirds of the total capacity, and Idaho Power owns one of the transmission lines and one-third of the total capacity.[footnoteRef:11]  The Legacy Agreements dictate how the Jim Bridger transmission system is operated, how capacity and ownership is divided between PacifiCorp and Idaho Power, and other system protocols.  PacifiCorp and Idaho Power seek to exchange ownership interests to better operate their respective transmission systems and load obligations, and to eliminate the need for the Legacy Agreements.[footnoteRef:12]  PacifiCorp asserts that the asset exchange will provide both PacifiCorp and Idaho Power with capacity and ownership in each of the three transmission lines.[footnoteRef:13] [11:   Application at 2.]  [12:   Id.]  [13:   Id.] 

[bookmark: _Toc426028020]The Components of the Application
[bookmark: _Toc426028021]Purchase of Transmission Service
Under the Joint Purchase and Sale Agreement (JPSA) and the Joint Ownership and Operations Agreement (JOOA), which are included with PacifiCorp’s application as Attachment A,[footnoteRef:14] PacifiCorp will purchase 510 megawatts (MW) of transmission service under Idaho Power’s Open Access Transmission Tariff (OATT) in place of the current amounts paid by PacifiCorp to Idaho Power under the Legacy Agreements, part of the 1,600 MWs to meet PacifiCorp’s operational needs.  With OATT-based transactions, all operations will continue to be governed by current reliability standards and industry business practice language instead of reconciling the language of the Legacy Agreements, which PacifiCorp asserts are antiquated and whose language can be subject to interpretation and disagreement.  Additionally, PacifiCorp asserts that OATT-based transactions will add flexibility, transparency, more efficient use of assets, and may facilitate new market development, such as the Energy Imbalance Market. [14:   Application, Attachment A, and the JOOA is attached to the JPSA as Exhibit C.  The JOOA does not become effective until closing, which is dependent upon federal and state regulatory approvals listed in Schedules 1.1(i) and (j) of the JPSA.] 

[bookmark: _Toc426028022]Asset Exchange
PacifiCorp states that its capacity needs above the amount to be served under the OATT is the basis for determining the asset exchange portion of the application.  PacifiCorp claims that it needs 1,090 MW of east-to-west capacity across the existing Idaho Power transmission system.  PacifiCorp will meet this capacity need through the acquisition of ownership in facilities between Adelaide, Borah, Kinport, and Midpoint in Idaho.
Per PacifiCorp, the asset exchange will provide it with capacity and ownership on three Jim Bridger transmission lines.  Idaho Power will receive capacity and ownership on the same lines.[footnoteRef:15]  The asset exchange is summarized as follows: [15:   Application at 1-5.] 

PacifiCorp will receive capacity and ownership in the following substations and transmission lines:
	Substations
	Transmission Lines

	Kinport
	Jim Bridger—Three Mile Knoll—Goshen

	Borah
	Goshen—Jefferson—Big Grassy

	Adelaide
	Midpoint—Kinport



	Midpoint
	Midpoint—Adelaide—Borah #1
Midpoint—Adelaide—Borah #2



Idaho Power will receive capacity and ownership in the following substations and transmission lines:
	Substations
	Transmission Lines

	Goshen
	Kinport—Goshen

	Burns
	Antelope—Goshen

	Summer Lake
	Antelope—Scoville

	Jefferson
	American Falls—Malad

	Big Grassy
	Midpoint—Hemingway—Summer Lake

	Walla Walla
	Walla Walla—Hurricane

	Hurricane
	Jim Bridger—Populus—Borah

	Antelope
	Jim Bridger—Populus--Kinport



The details of the transaction are described in greater detail in the JPSA and the JOOA attached to the application.
If the application is approved, the Legacy Agreements will be eliminated or amended as part of the transaction.
The JOOA will provide the terms under which PacifiCorp and Idaho Power will operate jointly owned transmission facilities.
PacifiCorp and Idaho Power negotiated the transaction and determined that the value to each company is evenly distributed[footnoteRef:16] and provide that the value of the transaction is approximately $43 million based on net book value of assets to both companies.[footnoteRef:17] [16:   Application at 11.]  [17:   Id. at 12.] 

[bookmark: _Toc426028023]The Protest
On January 23, 2015, ORA filed a protest to PacifiCorp’s application.  ORA argued that the general issue to be considered is whether the proposed exchange transaction is reasonable, consistent with the law, and in the public interest.  The protest states that ORA met with PacifiCorp on January 21, 2015, and proposed that PacifiCorp agree to present in its next General Rate Case application a full and complete showing of its supporting data, such as (but not limited to) a listing of the assets involved in the exchange, supported calculations of the net asset book values of the exchanged assets, an explanation of the changes in ownership percentages and the reasons for the changes, and any other information that ORA and PacifiCorp agree to be relevant and material.
On March 11, 2015, PacifiCorp and ORA met and agreed to request that the Commission expedite review and approval of the application without conducting a prehearing conference or hearings.
[bookmark: _Toc426028024]Resolution of Protest Through Stipulation
PacifiCorp and ORA entered into a Stipulation on April 13, 2015, and filed it with the Commission on April 15, 2015.  PacifiCorp and ORA have agreed that the Stipulation is intended to fully resolve all issues.  The key substantive terms of the Stipulation are as follows:
PacifiCorp agrees and stipulates to present in its next General Rate Case (GRC) a full accounting of the assets exchanged in the transaction proposed in PacifiCorp’s Application including, but not limited to, the following:
A.	A listing of assets exchanged;
B.	Data supporting as reasonable and justified the amounts and calculations of the exchanged assets net book values and their true‑up amounts;
C.	Data supporting as reasonable and justified the calculations and changes in ownership percentages; and
D.	Any other data or information that ORA and PacifiCorp agree to be relevant and material.
The remaining terms dictate how the Stipulation should be treated by PacifiCorp and ORA.
[bookmark: _Toc426028025]Discussion
[bookmark: _Toc426028026]Relevant Public Utilities Code Sections for 851 Transactions
Pub. Util. Code § 701 states that “The Commission may supervise and regulate every public utility in the State and may do all things…which are necessary and convenient in the exercise of such power and jurisdiction.”
Further, Pub. Util. Code § 851 provides, in relevant part:  “A public utility…shall not sell, lease, assign, mortgage, or otherwise dispose of, or encumber the whole or any property necessary or useful in the performance of its duties to the public…with any other public utility, without first having either secured an order from the Commission authorizing it to do so for qualified transactions valued above $5,000,000, or for at or less than $5,000,000, filed an advice letter and obtained approval from the Commission authorizing it to do so.”[footnoteRef:18] [18:   Cal. Pub. Util. Code § 851; Decision (D.) 13-11-011 at 3 (Decision Approving Application Pipe Line Company to Transfer Assets and Cancel Tariff 32 Pursuant to Public Utilities Code Section 851).] 

[bookmark: _Toc426028027]The New Transmission Service and Asset Exchange are Necessary or Useful in PacifiCorp’s Performance of its Duties to the Public
In reviewing the record, we have determined that the new transmission service obligations and an asset exchange will make PacifiCorp’s relationship with Idaho Power simpler, more transparent, and consistent with regulatory requirements.  In reaching these conclusions, we have considered the testimony from Richard A. Vail, PacifiCorp’s Vice President of Transmission, which is attached to the application.  Mr. Vail testified, in part, that: 
· The transaction will provide PacifiCorp with 1,600 MW of capacity across Idaho Power’s transmission system, consistent with capacity provided for PacifiCorp under the Legacy Agreements and existing OATT service, and Idaho Power with capacity on various portions of the existing PacifiCorp transmission system;
· Existing joint ownership interests in the 345 kilovolt (kV) and 230 kV Jim Bridger Plant transmission system will be reallocated to better serve PacifiCorp’s and Idaho Power’s current operational requirements;
· The transaction will establish respective rights and obligations of PacifiCorp and Idaho Power related to joint ownership of certain assets, operation of jointly-owned facilities, and operational business practices; and
· The transaction will not create new transmission capacity.
Additionally, the JOOA will create a foundation for future business by enhancing relationships and fostering participation in future joint projects such as the Walla Walla to McNary transmission project which is described in Section 6.2 of the JOOA.
[bookmark: _Toc426028028]Best Interest of PacifiCorp’s Customers from an Operational Standpoint
We also find that the asset exchange will be in the best interest of PacifiCorp’s customers from an operational standpoint.  The resolution of transmission operational issues will ensure continued safe and reliable electric service.  With streamlined ownership and capacity rights, the reallocation and exchange will provide additional ownership and capacity, which will facilitate more long-term efficient operations and more cost-effective load service.  For example, PacifiCorp will have capacity and ownership on each of the three transmission lines making up the Jim Bridger transmission system.  During certain outage scenarios, PacifiCorp will be able to use the Jim Bridger to Goshen transmission facilities to serve affected load, resulting in improved reliability.
In reaching these conclusions, we have considered the testimony from Gregory N. Duvall, PacifiCorp’s Director of Net Power Costs, which is attached to the application.  Mr. Duvall testified, in part, that:
· PacifiCorp’s dynamic transfer rights from its east Balancing Authority Area to its west Balancing Authority Area will increase from 200 MW to 400 MW;
· PacifiCorp will gain increased flexibility in deciding which resources can be transferred across its entire 1,600 MW of east‑to‑west transmission rights each hour of the year;
· PacifiCorp will gain firm delivery rights to deliver power to the Bonneville Power Administration’s LaGrande substation, which will improve its ability to deliver power from the Jim Bridger power plant and other Balancing Authority Area resources to meet its loads in west Balancing Authority Area; and
· PacifiCorp will gain additional rights to make firm power deliveries to its west Balancing Authority Area during line-outage conditions.
[bookmark: _Toc426028029]Commission’s Rules of Practice and Procedure
Rule 2.1 (Applications Generally)
PacifiCorp has provided its legal name, principal place of business, and state of incorporation.[footnoteRef:19]  PacifiCorp has also provided its names, titles, and addresses for communication purposes.[footnoteRef:20] [19:   Application at 6.]  [20:   Id.] 

Rule 2.2 (Organization and Qualification to Transact Business)
PacifiCorp filed its Articles of Incorporation, as amended, with the Commission in Application (A.) 97-05-011.  A copy of PacifiCorp’s Articles of Incorporation, as amended, and certified by the California Secretary of State, was filed with the Commission on January 26, 1999 in A.99-01-036.[footnoteRef:21] [21:   Id. at 8.] 

Rule 2.3 (Financial Statement)
PacifiCorp has provided a link to a copy of its most recent financial statements, contained in the Quarterly Report on form 10-Q, filed with the Securities and Exchange Commission for the period ending September 30, 2014.[footnoteRef:22] [22:   Id. ] 

Rule 2.4 (California Environmental Quality Act[footnoteRef:23] [CEQA] Compliance) [23:   Ca. Codes Regs., tit. 14, §§15300 et seq. (“CEQA Guidelines”.)] 

CEQA requires the Commission to consider the environmental consequences “of its discretionary decisions, such as Section 851 approvals.”[footnoteRef:24] The exchange of transmission assets between PacifiCorp and Idaho Power does not entail the building of new transmission lines and will not increase the overall transmission capacity.  As such, it does not have the potential for resulting in a direct physical change in the environment, or a reasonably foreseeable indirect physical change in the environment, and is not a project under CEQA.[footnoteRef:25]  The building of any new transmission capacity due to this decision is speculative.  The transmission assets included in the exchange are all currently used in furtherance of public duties to provide electric service and will continue to be used as such after the completion of the exchange.[footnoteRef:26] [24:   D.04-07-021 at 11 (Opinion in Application of Pacific Gas and Electric Company (U39M) for an Order Under Pub. Util. Code § 851 Approving the Leases and Licenses of Certain Public Utility Properties).]  [25:  CEQA Guidelines § 15378.]  [26:   Application at 8.] 

Rule 3.6 (Transfers and Acquisitions)
Commission Rule 3.6 also sets out requirements for transfers and acquisitions under Pub. Util. Code §§ 851 through 854 and provides, in relevant part, that the applications shall be signed by all parties to the proposed transaction and contain the following data:
(a) The character of business performed and the territory served by each applicant;
(b) A description of the property involved in the transaction, including any franchises, permits, or operative rights; and, if the transaction is a sale, lease, assignment, merger or consolidation, a statement of the book cost and the original cost, if known, of the property involved;
(c) Detailed reasons upon the part of each applicant for entering into the proposed transaction, and all facts warranting the same;
(d) The agreed purchase price and the terms for payment;
(e) N/A (for consolidations and mergers); and
(f) Copy of proposed…bill of sale… and contract or agreement thereof, if any, and copy of each plan or agreement for purchase, merger or consolidation.
PacifiCorp meets these requirements.  In their attached JPSA the PacifiCorp and Idaho Power have (a) designated lines for each party to sign the agreements; (b) described the character of the business territories served, and describe the property involved in their application to the Commission; (c) have given detailed reasons and facts for entering into the proposed transaction; and (f) have attached copies of each party’s bill of sale in the attached JPSA to the application. 
Further, the All-Party Stipulation will require fulfillment of Rule 3.6(b) and (d) by requiring PacifiCorp to present in its next GRC a full accounting of the assets exchanged in the transaction.
[bookmark: _Toc426028030]Conclusion
The asset exchange between PacifiCorp and Idaho Power is not adverse to the public interest from an operational standpoint, and should be approved by the Commission.
[bookmark: _Toc426028031]Categorization and Need for Hearing
In Resolution ALJ 176-3349, dated January 15, 2015, the Commission preliminarily categorized this application as ratesetting, and determined that hearings would be necessary.  This decision confirms the categorization but in light of the All-Party Stipulation, determines that hearings are not necessary.
[bookmark: _Toc426028032]Waiver of Comment Period
Since the protest has been resolved by the All-Party Stipulation, the otherwise applicable 30-day period for public review and comment is waived pursuant to Rule 14.6(c )(2) as this matter is deemed uncontested.
[bookmark: _Toc426028033]Assignment of Proceeding
Liane M. Randolph is the assigned Commissioner and Administrative Law Judge (ALJ) Robert M. Mason III is the assigned ALJ and the presiding officer in this proceeding.
[bookmark: _Toc450990219][bookmark: _Toc451151266][bookmark: _Toc426028034]Findings of Fact
1. Current ownership and operation of the PacifiCorp and Idaho Power jointly-owned Transmission Facilities are governed under numerous agreements named the Legacy Agreements.
2. The Legacy Agreements dictate how the Jim Bridger transmission system is owned and operated.
3. Due to changes in regulatory obligations, PacifiCorp and Idaho Power’s load growth, and investments, the Legacy Agreements’ current allocation of ownership and operational responsibility is inefficient.
4. The Parties intend to reallocate ownership interests and operational responsibilities for various integrated Transmission Facilities, whether currently jointly or independently owned.
5. PacifiCorp’s capacity need above the amount to be served under Idaho Power’s OATT is the basis for determining the asset exchange portion of the arrangement.  That need is for 1,090 MW of east-to-west capacity across the existing Idaho Power transmission system.
6. The asset exchange will provide PacifiCorp capacity and ownership on each of the three transmission lines making up the Jim Bridger transmission system.
7. Idaho Power will receive capacity and ownership on the same three transmission lines.
8. This transaction will eliminate or amend the Legacy Agreements.
[bookmark: _Toc370798914][bookmark: _Toc450990220][bookmark: _Toc451151267][bookmark: _Toc426028035]Conclusions of Law
1. PacifiCorp is a public utility subject to regulation by this Commission.
2. Pub. Util. Code § 851 generally prohibits any acquisition or changes of control between public utilities of assets without advance authorization from the Commission.
3. The asset exchange will better align ownership interests with the current configuration of their respective transmission systems and current load obligations.
4. The asset exchange will allow for the elimination of the Legacy Agreements.
5. The asset exchange will provide both PacifiCorp and Idaho Power with capacity and ownership in each of the three transmission lines.
6. The new transmission service obligations and an asset exchange will make PacifiCorp’s relationship with Idaho Power simpler, more transparent, and consistent with regulatory requirements.
7. The asset exchange will be consistent with the capacity PacifiCorp is provided under the Legacy Agreements and existing OATT service.
8. The asset exchange will establish the respective rights and obligations of PacifiCorp and Idaho Power related to joint ownership of assets, operation of jointly owned facilities, and operational business practices.
9. This asset exchange will not create new available transmission capacity.
10. The new arrangement will align with the Federal Energy Regulatory Commission’s preference for transactions to be OATT-based.
11. OATT-based transactions will add flexibility and transparency, allowing for more efficient use of the assets.
12. This transaction will eliminate or amend the Legacy Agreements.
13. The asset exchange will resolve certain transmission operational issues to ensure continued safe and reliable electric service.
14. The transaction will not affect PacifiCorp’s ability to perform its public duties.
15. The asset exchange benefits PacifiCorp and is in the best interest of its customers from an operational standpoint.
16. This decision does not trigger CEQA.
17. Hearings are not necessary.
18. This proceeding should be closed.
19. The application should be approved.

[bookmark: _Toc370798915][bookmark: _Toc450990221][bookmark: _Toc451151268][bookmark: _Toc426028036][bookmark: OLE_LINK1][bookmark: OLE_LINK2]ORDER

IT IS ORDERED that:
1. The Application of PacifiCorp for authorization to enter into an asset exchange with Idaho Power Company is approved.
2. After the asset exchange is closed, PacifiCorp and Idaho Power Company must true-up the net book values of the assets exchanged, and the company receiving assets with a higher net book value than the corresponding assets it is exchanging will pay the other company the difference to zero out the balance of the transaction.
3. In its next General Rate Case, PacifiCorp must present its true-up data on the net book values of the assets exchanged.  Per the terms of the Stipulation, PacifiCorp shall present a full accounting of the assets exchanged in the transaction proposed in PacifiCorp’s Application including, but not limited to, the following:
A.	 A listing of assets exchanged;
B.	 Data supporting as reasonable and justified the amounts and calculations of the exchanged assets’ net book values and their true‑up amounts;
C.	 Data supporting as reasonable and justified the calculations and changes in ownership percentages; and
D.	 Any other data or information that ORA and PacifiCorp agree to be relevant and material.

4. The preliminarily determination in Resolution ALJ 176-3349 that hearings are necessary is changed to “No hearings are necessary.”
5. Application 14-12-022 is closed.
This order is effective today.
Dated 					, at San Francisco, California. 
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