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BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON
UE 470

In the Matter of

REDACTED ANSWER TO PACIFICORP’S
PACIFICORP, d/b/a PACIFIC POWER, APPLICATION FOR APPROVAL OF

INTERIM RATES OF THE ALLIANCE OF
Request for a General Rate Revision. WESTERN ENERGY CONSUMERS

I INTRODUCTION

Pursuant to OAR 860-001-0400(3)-(4), the Alliance of Western Energy Consumers
(“AWEC?) files this Answer to PacifiCorp’s (or “Company’’) Application for Approval of
Interim Rates (“Application”), filed concurrently with its Request for a General Rate Revision in
the above-referenced docket. AWEC supports Oregon Public Utility Commission
(“Commission”) Staff’s recommendation to deny PacifiCorp’s Application because the Company
has failed to meet its burden to demonstrate that it is in “dire need” of interim rates to maintain

its financial health.

II. LEGAL STANDARD

ORS 757.215(5) grants the Commission the authority to “authorize an interim rate or rate
schedule under which the utility’s revenues will be increased by an amount deemed reasonable
by the commission, not exceeding the amount requested by the utility.” The statute also requires
the Commission, after a full hearing and an order on final rates, to “order the utility to refund that

portion of the increase in the interim rate or schedule that the commission finds is not justified.”
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Because interim rates have not been determined to be just and reasonable through a
contested case evidentiary process, the Commission has consistently held that “[i]nterim rate
increases are disfavored and are generally granted only where the company is in dire need and
unable to continue adequate service to its customers without the additional funds.”! When the
Commission has authorized interim rates, it has almost invariably been for small water
companies, which the Commission has recognized “often are unable to absorb large cost
increases and do not have extensive expertise in making regulatory filings with the
Commission.””

Additionally, the “fact that customers may be protected by the refund provisions of ORS
757.215(5) is irrelevant to a determination of whether interim rates are warranted. Interim rates
are not intended to replace the traditional role of tariff suspension and review, and should not be
3

used merely to expedite implementation of a proposed permanent rate increase.”

I11. ARGUMENT

PacifiCorp seeks an interim rate increase of $55.1 million, equivalent to 2.8%, effective
on June 4, 2026.* The Company argues it is entitled to interim rates because it “is facing acute
financial pressure that jeopardizes its ability to serve Oregon customers at reasonable rates and

advance Oregon’s energy policies.” In support of these claims, PacifiCorp notes that its “credit

! Re Willamette Water Co., Docket No. UW 125, Order No. 08-102 at 2 (Jan. 28, 2008); see also, Re
Portland General Electric Co., Docket No. UM 1623, Order No. 16-257 at 8 (July 7, 2016) (“Interim rate
increases are granted in rare instances when the utility faces such severe financial distress that it
jeopardizes the continuing operation of the utility”).

Re Salmon River Water Co., Docket No. UW 102, Order No. 04-407 at 1 (July 30, 2004).

Re Long Butte Water System, Inc., Docket No. UW 110, Order No. 05-1141 at 2 (Oct. 25, 2005).
Application at 1.

1d. at4.
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ratings have continually declined over the past three years to the point where PacifiCorp is
currently just one step above junk status.”® Its credit rating outlook resulted in the Company
“temporarily los[ing] access to the junior subordinated debt market in March 2026,” and “one
more credit downgrade would put PacifiCorp below investment grade, which would disrupt its
ability to attract capital,” the Company states.” PacifiCorp also states that interim rates will
“help provide PacifiCorp the short-term liquidity to better invest in necessary resources and

8 This, the Company claims, will “reduce the need to issue additional

mnfrastructure in Oregon.
debt at a high cost given PacifiCorp’s current credit rating.”®

Missing from PacifiCorp’s Application is any evidence that the Company will be “unable
to continue adequate service” without interim rates.!® While PacifiCorp may currently be “just
one step above junk status,” that one step 1s important because it allows the Company to continue
to finance its operations. It also may have “temporarily lost access to the junior subordinated
debt market,” but it has since regained that access. As Staff notes, since the Oregon Court of
Appeals overturned the trial court’s ruling in the James wildfire litigation, PacifiCorp’s outlook

with Moody’s is stable, and Standard & Poor’s has revised its outlook to positive.!! The S&P

report states that the positive outlook [BEGIN CONFIDENTIAL] ‘I

6 Id. at 5.

7 Id.

8 Id at7.

9 Id.

10 Docket No. UW 125, Order No. 08-102 at 2.
u Staff Report at 4-5.
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I [:ND
CONFIDENTIAL].”"? Staff also notes several other actions the Commission has approved to
help shore up PacifiCorp’s financial situation.!®> Thus, there is no evidence to suggest that
PacifiCorp risks a further credit downgrade to junk status.

Additionally, whether interim rates will help PacifiCorp “better invest in necessary
resources and infrastructure in Oregon” is irrelevant. While the Company states that, without
interim rates, it may need to issue additional high-cost debt,'* it does not argue or offer any
evidence to indicate that issuing additional debt, even if required, would be higher cost to
customers than interim rates. And even if it were higher cost to issue debt, that is not the test for
justifying interim rates. PacifiCorp must be “unable to continue adequate service” to meet this
high bar.!> The Company provides no evidence to show that is the case.

Maintaining a high bar for interim rates is important because the Commission has a
statutory obligation to ensure that all rates charged by a public utility are “fair and reasonable.”!6
Interim rates, by their very nature, have not gone through the Commission’s rigorous
investigatory process and, therefore, have not been shown to be fair and reasonable. This means

that customers may be required to pay rates that are in excess of the statutorily authorized level, a

circumstance that should be avoided in all but the most extreme occasions, even if those rates are

12 Confidential Exh. PAC/302, Weems/1, 2.

13 Staff Report at 5.

14 Application at 7.

15 Docket No. UW 125, Order No. 08-102 at 2.
16 ORS 756.040(1).
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only temporary. That is why the Commission has made it clear that interim rates “are not
intended to replace the traditional role of tariff suspension and review.”!”

Here, rather than facing the prospect of financial collapse, PacifiCorp’s request for
interim rates improperly seeks “to expedite implementation of a proposed permanent rate
increase.”'® That PacifiCorp does not need interim rates is evident from the very timing of its
request. PacifiCorp testifies that, without the rates requested in its rate case, “the company will
earn an overall return on equity (ROE) in Oregon of 7.2 percent ....”"" While AWEC agrees that
this ROE is below PacifiCorp’s currently authorized ROE of 9.5%, AWEC does not concede that
a 7.2% return is unreasonable for a regulated monopoly with a captive customer base. But even
ifa 7.2% ROE is on the low end of reasonableness, it is hardly, under any definition, evidence of
dire financial circumstances. PacifiCorp’s 2025 Results of Operations (ROO) shows that it
earned an ROE of 5.788%,%° and its 2024 ROO showed an earned ROE of just 2.224%.%!
PacifiCorp did not seek interim rates when it was earning these returns, so it is not credible for
the Company to claim that it needs interim rates now.

PacifiCorp’s citation of precedent on interim rates is also misplaced. The Commission

did not, as PacifiCorp alleges, grant the Company interim rates following the 2001 energy

crisis.??> Rather, PacifiCorp filed to defer excess power costs, and the Commission authorized the

17 Docket No. UW 110, Order No. 05-1141 at 2.

18 1d.

19 PAC/800, McCoy/2:18-20.

20 Docket No. RE 56, PacifiCorp 2025 Results of Operations at 1.0.
2 1d., PacifiCorp 2024 Results of Operations at 1.0.

Application at 3-4.

PAGE 5 - AWEC’S REDACTED ANSWER TO PACIFICORP’S APPLICATION FOR
INTERIM RATES

PEPPLE MOSER, P.C.
1500 S.W. First Avenue, Suite 980
Portland, Oregon 97201
503.883.8689



amortization of $22.8 million of these power costs.”> While a reason the Commission gave for
approving the deferral was that it “may” have minimized the frequency of rate changes because,
in lieu of the deferral “PacifiCorp could have filed for interim rate relief,”** the Commission
never ruled on any application for interim rates and, indeed, just such an application filed by
PGE was later withdrawn.?> Moreover, the Commission’s reason for allowing immediate
amortization of PacifiCorp’s deferred excess power costs was that it “would better match the
costs incurred by the company with the customers receiving the benefits of the power
supplied.”?® In other words, PacifiCorp’s financial health was not the Commission’s primary
consideration. PacifiCorp’s other example of interim rates granted to the Company, from 1982,
is so old that its context is uncertain and its applicability is questionable.

In sum, PacifiCorp has come nowhere near the showing it must make to justify an interim
rate increase. For this reason, AWEC supports Staff’s primary recommendation to deny the
Company’s request, and also opposes Staft’s alternative recommendation to grant PacifiCorp a
smaller interim rate increase if the Commission finds that “there is enough financial strain on the
Company to approve some amount of PacifiCorp’s interim rates.”?’ A determination of whether
a utility needs interim rates is not a vibes test. It is a quantitative assessment that the utility will
not be able to continue operating without the financial support provided by interim rates. Either

PacifiCorp needs interim rates or it does not; and if it does need them, the amount PacifiCorp

23 Docket No. UM 995, Order No. 01-085 at 12 (Jan. 9, 2001); Docket Nos. UM 995/UE 121/UC 578, Order
No. 01-186 (Feb. 21, 2001).

24 Order No. 01-085 at 12.

2 See Docket No. UE 117.

26 Docket Nos. UM 995/UE 121/UC 578, Order No. 01-411 at 7 (May 11, 2001).

7 Staff Report at 10.
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needs should be objectively verifiable based on the information the Company has provided.
Nowhere in PacifiCorp’s Application, however, does the Company identify what, specifically,
$55.1 million in interim rates will accomplish — its Application is limited to general statements
that interim rates will increase its near-term cash flows both “to support its current credit rating”
and “assist in ... capital investments.”?® By contrast, Staff’s analysis of PacifiCorp’s FFO/Debt
ratio, yields the conclusion that “the effect that interim rates would have on PacifiCorp’s near-
term liquidity seem to Staff as a relatively small driver.”?® This would be even more true under
Staff’s alternative proposal, which would grant PacifiCorp $25.5 million in interim rates, less
than half of what the Company has requested.

Iv. CONCLUSION

Because PacifiCorp has not demonstrated a “dire need” for interim rate relief, the
Commission should act consistent with long-established precedent and deny the Company’s

request, as Staff recommends.

/1]

/1]

/1]

/1!

28 Application at 6, 7.
2 Staff Report at 6.
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Dated this 20" day of May, 2026.
Respectfully submitted,
PEPPLE MOSER, P.C.

/s/ Tyler C. Pepple

Tyler C. Pepple, OSB #132256
Pepple Moser, P.C.

1500 S.W. First Avenue, Suite 980
Portland, Oregon 97201
Tyler@pepplemoser.com
503.883.8689

Of Attorneys for the Alliance of
Western Energy Consumers
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