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Q. Please state your name, occupation, and business address. 1 

A. My name is Linnea Wittekind.  My business address is 3930 Fairview    2 

      Industrial Dr. SE, Salem, Oregon 97302. 3 

Q. Please describe your educational background and work experience. 4 

A. My Witness Qualification Statement is found in Exhibit Staff/101. 5 

Q.   Did you prepare an exhibit for this docket? 6 
 7 
A.   Yes. I prepared Exhibit Staff/102, consisting of 2 pages and Exhibit Staff/103 8 

consisting of 1 page.  9 

  Q.   What is the purpose of your testimony? 10 

A. I am the principal analyst and summary witness for this docket.  My testimony 11 

will discuss certain aspects of the proposed transaction and provide Staff’s 12 

overall recommendations.  13 

Q.  How is your testimony organized? 14 

A.  My testimony is organized in the following manner: 15 

 I.   A Summary of the Proposed Transaction; 16 

 II. PacifiCorp’s Request for Regulatory Treatment; 17 

 III. An Introduction of Staff Witnesses and Assignments; 18 

 IV. The Calculation of the Appropriate Allocation of Costs to Oregon   19 

            Ratepayers; 20 

 V.  Staff’s Overall Recommendations; 21 

 VI. Conclusion 22 

 23 

 24 
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I. A Summary of the Proposed Transaction 1 

Q. Please summarize PacifiCorp’s Application for Approval of the Deer Creek 2 

Mine Transaction (Application). 3 

A. PacifiCorp d/b/a Pacific Power (PacifiCorp) filed its Application on December 4 

12, 2014.  PacifiCorp’s Application to close the Deer Creek Mine consists of 5 

four major components:1  6 

 PacifiCorp will close the Deer Creek Mine and will incur direct closure costs;  7 

 Energy West will withdraw from the United Mine Workers of America 8 

(UMWA) 1974 Pension Trust, incurring a withdraw liability;  9 

 PacifiCorp proposes to sell certain mining assets (Mining Assets); and,  10 

 PacifiCorp proposes to execute a replacement coal supply agreement 11 

(CSA) for the Huntington power plant and an amended CSA for the Hunter 12 

power plant.   13 

Q.  Are there additional proposed components in PacifiCorp’s Application? 14 

A.  Yes.  Energy West has settled its retiree medical obligation related to Energy 15 

West union participants (Retiree Medical Settlement).  Even though not part of 16 

the transaction contract, PacifiCorp has included the Retiree Medical 17 

Settlement as part of its Application.   Taken together, the four components of 18 

the transaction and PacifiCorp’s Retiree Medical Settlement constitute the 19 

Application. 20 

Q. Is review of PacifiCorp’s Application being expedited? 21 

                                            
1
 See Application at 1. 
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 An accounting order authorizing it to transfer the remaining plant balance 1 

for the Deer Creek mine from electric plant in service, establish a 2 

regulatory asset, and accelerate the recovery of the asset through the 3 

Deer Creek Mine closure tariff, with an offset for Deer Creek costs now 4 

in rates, so that its investment in the mine is fully amortized before mine 5 

closure is complete in 2016; 6 

 An accounting order authorizing it to establish a regulatory asset for the 7 

1974 Pension Trust withdrawal liability, an accounting order for the loss 8 

associated with the Medical Benefits Settlement, and a determination 9 

that both of these decisions are prudent; 10 

 Approval of the sale of the Mining Assets, adding the loss of the sale to 11 

the Deer Creek Mine closure tariff for immediate amortization, with an 12 

offset for costs now in rates, so that the loss on the Mining Assets is fully 13 

amortized before mine closure is completed in 2016; 14 

 Approval of an accounting order reflecting costs associated with the 15 

CSAs in 2015 in a regulatory asset for unrecovered investment.  In 16 

addition, it seeks approval to: 1) recover the costs of the CSAs and other 17 

replacement fuel supply until such time that base net power costs are 18 

reset in the 2016 TAM through the Deer Creek Mine closure tariff; and 2) 19 

inclusion of the CSAs in the 2016 TAM. 20 

 An order authorizing it to defer costs associated with the transaction to 21 

the extent necessary to effectuate the regulatory treatment requested. 22 

Q.   Are all of these regulatory approvals necessary to execute the proposed    23 
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       transaction? 1 

A.   No.  The minimum regulatory approvals necessary in Oregon are: 1) an ORS  2 

757.140(2)(b) determination (i.e. “net benefits”)  that the early closure of the 3 

Deer Creek Mine is in the public interest; an ORS 757.480(1)(a) approval (i.e. 4 

“no harm”) to sell the Mining Assets; and 3) possibly approval to defer certain 5 

costs, not provided for in ORS 757.140(2), related to the Deer Creek mine 6 

early closure. 7 

Q.   Do you have concerns related to PacifiCorp’s requested regulatory  8 

     treatment? 9 

A.   Yes, I have three main concerns.  First, PacifiCorp is requesting rate recovery 10 

of these costs outside of a general rate proceeding, which results in a review 11 

of some isolated costs without conducting a review of overall rates through a 12 

general rate proceeding, or a review of earnings, if costs were deferred.  13 

Second, much of PacifiCorp’s request amounts to a predetermination of 14 

prudence through an expedited proceeding.  Finally, PacifiCorp agreed, and 15 

the Commission approved, to a stay-out provision that is effective until 16 

January 1, 2016.6  17 

III. An Introduction of Staff Witnesses and Assignments 18 

Q. Please outline the areas assigned to each Staff member. 19 

A.  I am the summary Staff witness and also responsible for Staff’s overall 20 

recommendations.  Staff witness, John Crider, is responsible for the review of 21 

the alternative cases and the proposed new CSAs.  Staff witness, Brian Bahr, 22 

                                            
6
 See Order No. 13-474, Appendix A, ¶ 15, at 5-6. 
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is responsible for review of issues related to pensions and the Medical Benefits 1 

Settlement.  Generally, and as related to PacifiCorp’s requested regulatory 2 

actions, Staff’s testimony is broken into the following categories: 3 

Witness Application Requests 

Linnea 
Wittekind 

(1) the Deer Creek Mine closure tariff; 
(2) an accounting order authorizing the transfer of remaining plant  

balance from electric plant in service, establishing a regulatory  
asset, and accelerated recovery of the asset through the  
closure tariff; 

(6) deferral of costs associated with the transaction; and, 
 
Staff overall recommendations. 
 

Brian Bahr 

(3) an accounting order establishing a regulatory asset for the pension 
trust withdrawal and an accounting order for the loss associated with 
the Medical Benefits Settlement, and a determination that both of 
these decisions are prudent 

John Crider 
(4) approval of the sale of mining assets; 
(5) approval of an accounting order reflecting costs associated with the 

CSAs. 

 4 

IV. The Calculation of the Appropriate Allocation of Costs to Oregon 5 
Ratepayers 6 

 7 

Q. Please describe PacifiCorp’s request for approval of the Deer Creek Mine 8 

closure tariff7. 9 

A. The Deer Creek Mine is located in Emery County, Utah, and operated by 10 

Energy West, a wholly-owned subsidiary.8  PacifiCorp intends that the 11 

proposed closure tariff will recover its estimated mine closure costs in 2015 12 

                                            
7
 PacifiCorp’s proposed closure tariff includes both Deer Creek mine closure costs and the loss on the 

sale of the Mining Assets. 
8
 PacifiCorp is expected to respond to an oral bench request from Commission Bloom, which was 

made at a special public meeting on February 23, 2015, related to corporate structure and liability.  
Staff reserves the right to request leave to respond to facts contained in PacifiCorp’s bench 
responses, if necessary.  
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and 2016, which will then be trued up to actual costs once closure is complete 1 

in 2016.  PacifiCorp’s main reasons for the early closure of the mine are the 2 

escalating mining costs and pension liabilities as well as declining reserves in 3 

terms of volume and quality of the coal mined. 4 

Q. Please describe the PacifiCorp’s request for amortization of the loss on 5 

the sale of Mining Assets. 6 

A. PacifiCorp requests amortization of the loss on the sales of the Mining Assets 7 

through the Deer Creek Mine closure tariff, with an offset to amounts now in 8 

rates, so that the loss on the Mining Assets is fully amortized and charged to 9 

ratepayers before mine closure activities are completed in 2016. 10 

Q. Please list the mining assets that are being sold as part of the 11 

transaction.  12 

A. The Mining Assets consist of the preparation plant and related assets, the 13 

central warehouse and associated “remainder” assets, and the Trail Mountain 14 

Mine. 15 

  16 
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Q. If the Commission were inclined to approve a closure tariff in this 1 

proceeding, do you recommend approval of PacifiCorp’s proposed 2 

closure tariff? 3 

A.  No.  While I agree with certain aspects of PacifiCorp’s proposed closure tariff, I 4 

recommend several adjustments to PacifiCorp’s proposed closure tariff. 5 

Q. How does PacifiCorp propose to allocate the closure tariff costs to 6 

Oregon ratepayers? 7 

A. PacifiCorp proposes to employ the System Energy (SE) multistate allocation 8 

factor, which for the 2015 TAM is 24.484 percent.   9 

Q.  Are the current costs of much of what is at issue in this proceeding 10 

assigned to the power cost function in some form or fashion? 11 

A.  Yes. 12 

Q.  How does the 2010 Multistate Protocol treat these costs? 13 

A. These costs are handled through two different mechanisms.  First, the costs 14 

are treated in a rolled-in manner, meaning that they are assigned to the six 15 

states where PacifiCorp is subject to retail jurisdiction principally through the 16 

SE factor or system generation (SG) factor.  These factors assign costs based 17 

on each state’s relative energy use as well as peak demand loads across the 18 

12 months. 19 

 A second mechanism is also involved and is called the embedded cost 20 

differential (ECD).  The ECD essentially reverses a portion of the cost 21 

assignment to Oregon and other legacy Pacific Power jurisdictions in order to 22 

“assign” the costs and benefits of certain hydro facilities, in different 23 
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percentages, depending on the mWh of the hydro facilities that are attributed to 1 

each state.  The ECD sums to zero across all six states with some states 2 

receiving a benefit and some states, notably Utah and Idaho, assigned 3 

additional costs. 4 

Q. Could this transaction affect the value of the ECD? 5 

A.  Perhaps.  In order to ensure that Oregon’s value of the ECD is not diminished, 6 

the economic costs incurred in this transaction should be included in 7 

calculating the costs of “other resources” in the ECD. 8 

Q. Does Staff agree that the SE factor is the appropriate factor to allocate 9 

costs to Oregon ratepayers? 10 

A.  Yes.  The SE factor allocates costs based upon a state’s relative use of energy. 11 

Staff agrees that the SE factor is the appropriate way to allocate closure tariff 12 

costs to Oregon.  13 

 Q. Are there any assets being sold that are not part of the loss calculation to 14 

be included in the closure tariff? 15 

A. Yes.  Fossil Rock Fuels is part of the sale, but has not been included in the 16 

loss calculation to be included in the closure tariff. 17 

Q. Why does PacifiCorp propose to exclude Fossil Rock Fuels from the loss 18 

calculation? 19 

A. PacifiCorp excludes Fossil Rock Fuels because it is not part of rate base in 20 

Oregon.  Fossil Rock Fuels is part of Trail Mountain Mine,10 which is situs 21 

assigned to Utah11.     22 

                                            
10

 See PacifiCorp’s response to Staff Data Request No. 14, included as Exhibit Staff/103/Wittekind/1. 
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Q.  Does Staff object to the exclusion of Fossil Rock Fuels from the loss 1 

calculation? 2 

A.  No.  In Oregon, utility property must be used and useful to be included in rates.   3 

Fossil Rock Fuels is not used and useful and is not in Oregon rates nor is it 4 

appropriate to put it into use or reserve its use for future service in Oregon.  As 5 

a result, Staff agrees that Fossil Rock Fuels should be excluded from the loss 6 

calculation.   7 

Q. Over what time period does PacifiCorp propose to amortize the closure 8 

tariff costs to Oregon ratepayers?  9 

A. PacifiCorp’s proposed closure tariff is intended to recover its estimated mine 10 

closure costs and loss on the sale of Mining Assets costs in 2015 and 2016, 11 

which will be trued up to actual costs once closure is complete in 2016. The 12 

proposed Deer Creek Mine closure tariff is to be amortized over one year with 13 

an effective date of June 1, 2015. 14 

Q. Does Staff agree that if a closure tariff was approved it should begin 15 

amortization on June 1, 2015? 16 

Yes.   17 

Q.  Does Staff propose that ratepayers should begin paying higher rates on 18 

June 1, 2015? 19 

A.  No. A tariff surcharge before January 1, 2016, would be inconsistent with the 20 

currently operative stay-out provision that was an integral part of a stipulation 21 

                                                                                                                                       
11

 See Application at 18. 
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      before the closure of the Deer Creek mine is complete? 1 

A.  No.  The Commission may approve early retirement under ORS 757.140(2)(b),  2 

      which would allow for the recovery of the undepreciated investment in rates.   3 

      While the Commission may not allow a return “on” those undepreciated  4 

        investments, it may choose to include interest on the unamortized balance (i.e. 5 

the present value of money).   6 

Q.  If the Commission approved a closure tariff, does Staff agree that the 7 

costs should be amortized over one year?  8 

A.  No.  Staff proposes a two-year amortization period beginning June 1, 2015.  A 9 

longer amortization period will provide a lower rate impact to ratepayers and 10 

more closely align with some of the expected net benefits of the transaction.  In 11 

addition, a two-year amortization beginning June 1, 2015, will benefit PacifiCorp 12 

as compared to its proposed one-year amortization beginning on the same date 13 

because PacifiCorp would only be required to absorb approximately 30 percent 14 

of the cost through the effect of the stay-out provision and regulatory lag.14  15 

Q.  Does PacifiCorp propose an interest rate on the unamortized balance of 16 

the proposed closure tariff? 17 

A.   No. 18 

Q.  Would Staff propose an interest rate on the unamortized balance of a 19 

closure tariff amortized over two-years? 20 

A.  Yes.  Staff would propose that the blended modified treasury rate reflects the 21 

present value of money over this relatively short amortization period. 22 

                                            
14

 Instead of absorbing 7/12
th
 of the costs as regulatory lag, PacifiCorp would only be required to 

absorb 7/24
th 

of the costs as regulatory lag. 
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V.  Staff’s Recommendations 1 

Q.  Does Staff recommend that the Commission should make prudence 2 

determinations in this proceeding? 3 

A.  No.  PacifiCorp admits that the Commission does not generally provide 4 

prudence determinations before a utility enters into a particular transaction, but 5 

requests that the Commission use its discretion to make prudence 6 

determinations in this instance.15  Staff recommends against premature 7 

prudence determinations in an expedited proceeding. 8 

Q. Does Staff recommend approval of the closure tariff costs outside of a 9 

general rate proceeding? 10 

A.   No.  The consideration of closure costs outside of a general rate proceeding 11 

amounts to a form of single issue ratemaking, which is generally disfavored.  In 12 

addition, the used and useful requirement does not require that these costs be 13 

collected before the closure of the mine so there is no compelling reason to 14 

violate general ratemaking principles and create special ratemaking treatment 15 

for the costs associated with this transaction. 16 

Q.  Is Staff concerned about the risk of being bound to long-term CSAs? 17 

A.  Yes.  PacifiCorp negotiated what appears to be a favorable provision to avoid 18 

liquidated damages if it can longer burn coal at the plants.  However, there 19 

could be substantial harm to Oregon ratepayers if the provision did not work as 20 

PacifiCorp claims it will.  For more discussion, please refer to Staff/300, 21 

Crider/6-8.   22 

                                            
15

 See Application at 13. 
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Q.  What is Staff’s primary recommendation? 1 

A.  If the risk of being contractually obligated to a long-term CSA can be eliminated 2 

or substantially mitigated, Staff recommends that the Commission conclude 3 

that the transaction provides net benefits to Oregon ratepayers, but that 4 

prudent determinations should be reserved for a future general rate proceeding.  5 

In the meantime, Staff recommends that the Commission approve the 6 

establishment of necessary regulatory assets,16 which will allow the 7 

Commission to determine the prudency of costs associated with aspects of the 8 

transaction in the next general rate proceeding. 9 

In order to eliminate the risk of being contractually bound to a long-term CSA, 10 

Staff recommends that the Commission condition approval upon PacifiCorp 11 

assuming the risk of damages should operation of the coal plants become 12 

uneconomical and are shut down or converted.   13 

As an alternative to eliminating all ratepayer risk, Staff recommends an 14 

alternative condition that would substantially mitigate ratepayer risk by adopting 15 

a condition that there is a rebuttal presumption that PacifiCorp bears the risk of 16 

being bound by the long-term CSAs should operation of the coal plants become 17 

uneconomical and are shut down or converted, but that the rebuttal 18 

presumption can be overcome by clear and convincing evidence to the 19 

contrary. 20 

                                            
16

 The regulatory assets would establish that the decisions were prudent, but reserve the appropriate 
rate recovery for a future general rate proceeding. The Medical Benefits Settlement is severable from 
the transaction and would typically not be considered in isolation, but Staff would not oppose the 
creation of a regulatory asset for the settlement loss, which would establish the prudence of the 
decision to enter into the settlement, but reserve the appropriate rate treatment for a future rate 
proceeding.  
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Q.  Does Staff have an alternative recommendation? 1 

A.  Yes.  As in Staff’s primary recommendation, Commission approval would 2 

include a condition eliminating or mitigating the risk to ratepayers of the new 3 

long-term CSAs.  However, Staff’s alternative recommendation would allow a 4 

tariff surcharge, after taking into account the ECD, beginning on June 1, 2015, 5 

and amortized over a two-year period, with interest at the blended treasury rate 6 

on the unamortized account balance.  Because of the application of the stay-7 

out provision, PacifiCorp would collect zero in the tariff surcharge until January 8 

1, 2016, which would mean that customers would pay approximately 70 percent 9 

of the calculated costs plus interest.  As in its primary recommendation, Staff 10 

recommends that appropriate regulatory asset/s be created to consider the 11 

costs of pension withdrawal liability (and the Medical Benefits Settlement, if the 12 

Commission determines to consider it in this proceeding).  The appropriate rate 13 

recovery of the costs associated with those regulatory accounts would be 14 

reserved to a future general rate proceeding. 15 

Q.   Please describe PacifiCorp’s request to defer costs. 16 

 A.   PacifiCorp requests an order authorizing it to defer costs associated with the 17 

transaction to the extent necessary to effectuate the regulatory treatment 18 

otherwise requested in its Application.17 19 

Q. Does Staff support the PacifiCorp’s request for deferral? 20 

 A.   PacifiCorp’s request for an order authorizing to defer costs associated with the 21 

transaction seems to be intended as a catch-all mechanism.  Staff supports 22 

                                            
17

 See Application at 4.  This request filed under ORS 757.259(2)(e) and OAR 860-027-0300. 
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PacifiCorp’s request for a deferral to the extent it is deemed necessary to 1 

preserve the ability to collect Deer Creek Mine closure costs and the loss on 2 

the sale of Mining Asset costs that cannot be included under ORS 757.140. 3 

VI. CONCLUSION 4 

Q. Does this conclude your testimony? 5 

A. Yes. 6 
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WITNESS QUALIFICATION STATEMENT 
 

 
NAME: LINNEA WITTEKIND    
 
EMPLOYER: PUBLIC UTILITY COMMISSION OF OREGON 
 
TITLE: SENIOR FINANCIAL ANALYST,  
 ENERGY – RATES, FINANCE, AND AUDIT DIVISION  
 
ADDRESS: 3930 FAIRVIEW INDUSTRIAL DR. SE, SALEM, OR 97302 
 
EDUCATION: B.S.    WESTERN OREGON UNIVERSITY    
                    MAJOR: BUSINESS WITH FOCUS IN ACCOUNTING  
         MINOR: ENTREPRENEURSHIP  
  
EXPERIENCE: Since November 2009, I have been employed by the Public Utility 

Commission of Oregon.  Responsibilities include research, analysis 
and recommendations on a wide range of cost, revenue and policy 
issues for electric and natural gas utilities.  I have provided 
testimony in UE 215, UE 233, UG 221, and UE 246 and have filed 
comments in LC 50 and UI 314.  I have also reviewed and analyzed 
a number of energy efficiency tariff filings.  I’ve written several public 
meeting memos summarizing my analysis of the energy efficiency 
tariff filings.  I have performed operational audits of NW Natural, 
Cascade Natural Gas, and Portland General Electric as well as 
assisted in an operational audit PacifiCorp.  Recently I’ve completed 
an audit regarding gas accounting best practices. 

 
    Through the Public Utility Commission of Oregon, I am a member of 

the NARUC Staff Subcommittee on Accounting & Finance.   
 
    I’ve attended a number of trainings which include, The Basics 

through the Center for Public Utilities, New Mexico State University, 
Best Practices in an Era of Renewables and Reduced Emissions 
through EUCI as well as Benchmarking the Performance of Electric 
and Gas Distribution Utilities also through EUCI.  I’ve also attended 
the Advanced Regulatory Studies Program through the Institute of 
Public Utilities at Michigan State University. 

 
    From July 2005 to November 2009, I worked as a Tax Auditor for the 

Oregon Department of Revenue.  In enforcement of tax laws, rules and 
regulations, I performed income tax audits of individual tax payers and 
small businesses.  Additionally I prepared cost analysis of tax credits 
and measures.  I also represented the department before the Oregon 
Tax Court for tax deficiency appeals.      

 
                                        
 



 
 CASE:  UM 1712 
 WITNESS:  LINNEA WITTEKIND 
 
 

PUBLIC UTILITY COMMISSION 
OF 

OREGON 
 
 
 
 
 
 
 

STAFF EXHIBIT 102 
 

 
 
 
 
 
 
 

 Exhibits in Support 
Of Opening Testimony 

 
 
 
 

March 5, 2015 
 



Staff/102 
Wittekind/1





 
 CASE:  UM 1712 
 WITNESS:  LINNEA WITTEKIND 
 
 

PUBLIC UTILITY COMMISSION 
OF 

OREGON 
 
 
 
 
 
 
 

STAFF EXHIBIT 103 
 

 
 
 
 
 
 
 

 Exhibits in Support 
Of Opening Testimony 

 
 
 
 

March 5, 2015 
 



Staff/103 
Wittekind/1



 

 CASE:  UM 1712 
 WITNESS:  BRIAN BAHR 
 
 
 
 

PUBLIC UTILITY COMMISSION 
OF 

OREGON 
 
 
 
 
 
 

STAFF EXHIBIT 200 
 
 
 
 
 
 

REDACTED 
Response Testimony 

 
 
 

March 5, 2015



Docket UM 1712 Staff/200 
 Bahr/1 

UM 1712 STAFF 200 

Q. PLEASE STATE YOUR NAME, PRESENT POSITION WITH THE OREGON 1 

PUBLIC UTILITY COMMISSION, AND BUSINESS ADDRESS. 2 

A. My name is Brian Bahr.  I am employed as a Senior Utility Analyst in the 3 

Energy - Rates, Finance, and Audit Division of the Utility Program.  My 4 

business address is 3930 Fairview Industrial Dr. SE, Salem, Oregon 97308. 5 

Q. DID YOU PREPARE AN EXHIBIT TO ACCOMPANY YOUR TESTIMONY? 6 

A. Yes, Staff prepared Exhibit Staff/201 and Exhibit Staff/202, consisting of one 7 

page and 34 pages, respectively. 8 

Q. PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND WORK 9 

EXPERIENCE. 10 

A. My Witness Qualification Statement is found in Exhibit Staff/201. 11 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING? 12 

A. The purpose of Staff’s testimony is to analyze and make recommendations 13 

concerning the aspects of PacifiCorp’s (Company) Application for Approval of 14 

Deer Creek Mine Transaction (Application) relating to pensions and medical 15 

benefits, specifically:1 16 

1.  An accounting order authorizing the Company to establish a 17 

regulatory asset for the liability associated with withdrawal from the 18 

United Mine Workers of America (UMWA) 1974 Pension Trust 19 

(Trust);  20 

2.  an accounting order authorizing the Company to establish a 21 

regulatory asset for the loss associated with the settlement of Energy 22 

                                            
1
 See Application at 3.  These requests filed under ORS 757.120, ORS 757.125, ORS 757.140(2)(b), 

and ORS 860-027-0045. 
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West’s Retiree Medical Obligation (Medical Benefits Settlement); 1 

and,  2 

3.  A determination that its decisions to withdraw from the 1974 Pension 3 

Trust and settle the Retiree Medical Obligation are prudent.   4 

Q. HOW IS YOUR TESTIMONY ORGANIZED? 5 

A. The testimony is organized as follows: 6 

1. Accounting Treatment of Pension Trust Withdrawal Liability 7 

2. Accounting Treatment of Settled Retiree Medical Obligation 8 

3. Prudence of Pension Trust Withdrawal 9 

4. Prudence of Retiree Medical Obligation Settlement 10 

5. Summary of Recommendations   11 

1. Accounting Treatment of Pension Trust Withdrawal Liability 

Q.  PLEASE DESCRIBE THE COMPANY’S PROPOSAL TO WITHDRAW FROM 12 

THE UMWA 1974 PENSION TRUST. 13 

  A. The Company’s Application requests that the Commission issue an order 14 

authorizing establishment of a regulatory asset for the liability associated with 15 

withdrawal from the Trust.  A regulatory asset allows the Company to record on 16 

its books not only the withdrawal liability, but also a corresponding asset of 17 

equivalent value to account for the expected recovery of the liability amount.  18 

One of the primary benefits of a regulatory asset is that it allows the Company 19 

to record expected rate recovery of a liability before the recovery has actually 20 

occurred, which gives a more accurate picture of the Company’s financial 21 

health.    22 
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 Q.  ARE REGULATORY ASSETS COMMONLY EMPLOYED BY UTILITY 1 

COMPANIES? 2 

  A. Yes.  Regulatory assets are common accounting tools used by most regulated 3 

companies and can often be found in the financial statement footnotes of many 4 

companies for various scenarios under which recovery of a liability is expected.  5 

Common examples of regulatory assets described in financial statement 6 

footnotes are for costs relating to environmental remediation or pensions that a 7 

Company reasonably expects to recover in the future. 8 

Q. HAS THE COMMISSION AUTHORIZED REGULATORY ASSETS FOR 9 

COMPANIES IN SIMILAR SITUATIONS IN THE PAST? 10 

A. Yes, this Commission issued an order in January 2014, adopting Staff’s 11 

recommendation to authorize Northwest Natural Gas Company (NW Natural) 12 

to record a regulatory asset for its liability associated with withdrawal from a 13 

multi-employer pension plan.5  The Commission order emphasized that the 14 

establishment of a regulatory asset was approved, but not the ratemaking 15 

treatment or prudence of the withdrawal.  NW Natural’s financial statements 16 

include the following note:6 17 

In applying regulatory accounting principles, we capitalize or 18 
defer certain costs and revenues as regulatory assets and 19 
liabilities pursuant to orders of the OPUC or WUTC, which 20 
provides for the recovery of revenues or expenses from, or 21 
refunds to, utility customers in future periods, including a 22 
return or a carrying charge in certain cases. 23 

                                            
5
 The order is included as Exhibit Staff/202, Bahr/3-6. 

6
 See Footnote 1 (page 59) of Northwest Natural Gas Company’s 2013 10K filing, found online here:  

https://www.nwnatural.com/Content/AnnualReport/2013/files/10K_2013.pdf, and included as Exhibit 
Staff/202, Bahr/7. 

https://www.nwnatural.com/Content/AnnualReport/2013/files/10K_2013.pdf
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  In addition to this recent docket, the Commission has approved use of 1 

regulatory assets in other past situations.  For example, Commission Order No. 2 

03-233 allowed PacifiCorp to establish a regulatory asset for costs associated 3 

with pensions.7  Again, the order approved the use of a regulatory asset for 4 

accounting purposes only and did not constitute authorization of the future 5 

ratemaking treatment of the costs. 6 

  Another instance in which the Commission approved the classification of 7 

costs as a regulatory asset was Docket No. UM 1315.  Order No. 07-316 8 

approved Avista’s request to record costs relating to pension and 9 

postretirement benefit obligations as a regulatory asset.8  Per the order:  10 

However, approval is for accounting purposes only and does 11 
not impact the level of pension expenses included in the 12 
company’s cost of service or net income, nor does it 13 
constitute authorization of any future ratemaking treatment of 14 
the costs associated with the regulatory asset.      15 

Q. DOES STAFF HAVE CONCERNS ABOUT THE COMPANY’S REQUEST? 16 

A. Yes.  Staff has concerns that authorizing a regulatory asset for the present 17 

value of the withdrawal liability as well as approving a $3 million annual 18 

expense for the installment payments would in effect be “double dipping” by the 19 

Company.  However, as actual ratemaking treatment is not being addressed in 20 

this case, but reserved for a future ratemaking docket, this issue can be 21 

appropriately addressed at the time the Company requests recovery of the 22 

regulatory asset.  Until such a request is made, the Company continues to 23 

                                            
7
 The order is included as Exhibit Staff/202, Bahr/8-12. 

8
 The order is included as Exhibit Staff/202, Bahr/13-17. 
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recover its $3 million installment payment, as approximately that amount is 1 

already in rates.9       2 

Q. DOES STAFF AGREE WITH THE COMPANY’S PROPOSAL TO TREAT THE 3 

WITHDRAWAL LIABILITY AS A REGULATORY ASSET? 4 

A. Yes.  Staff agrees that the appropriate classification of the withdrawal liability is 5 

as a regulatory asset.  This recommendation, if adopted by the Commission, 6 

would allow the Company to record a regulatory asset for the purposes of its 7 

accounting records, but does not have any bearing on the future ratemaking 8 

treatment of the costs.  To receive cost recovery, the Company should request 9 

the appropriate amount in a future ratemaking proceeding, at which time the 10 

Commission will make its determination regarding the appropriate ratemaking 11 

treatment of the costs.   12 

 

2. Accounting Treatment of Retiree Medical Obligation Settlement 

Q. WHAT IS THE COMPANY’S PROPOSAL REGARDING THE RETIREE 13 

MEDICAL OBLIGATION? 14 

A. The Company is requesting an accounting order allowing it to record as a 15 

regulatory asset the settlement loss associated with the settlement of the 16 

retiree medical obligation related to Energy West union participants.  The 17 

Company also requests a determination of prudence on its decision to settle 18 

the Retiree Medical Obligation and that the Commission addresses the final 19 

ratemaking treatment of the costs in a future ratemaking proceeding.  20 

                                            
9
 According to the 2015 TAM.  See PAC/200, Stuver/4, at line 6. 
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Q. PLEASE DESCRIBE THE MEDICAL BENEFITS SETTLEMENT. 1 

A. As part of its negotiations with the UMWA, PacifiCorp negotiated a lump sum 2 

payment to settle the Retiree Medical Obligation, rather than continue to pay 3 

periodic costs over the life of the plan.  According to Financial Accounting 4 

Statement (FAS) 106, unrecognized actuarial losses of a medical retiree plan 5 

are amortized in the future, but if a settlement is reached, Generally Accepted 6 

Accounting Principles (GAAP) require the recognition of the unrecognized 7 

actuarial losses be accelerated, which results in a settlement loss.10  The 8 

Company proposes that the settlement loss related to the Medical Benefits 9 

Settlement be amortized as part of the Company’s ongoing retiree medical plan 10 

costs, once the actual amount is allowed into rates.  11 

Q. IS THE MEDICAL BENEFITS SETTLEMENT SEVERABLE FROM THE 12 

OVERALL TRANSACTION? 13 

A. The Medical Benefits Settlement, which concluded in November 2014, was 14 

negotiated between Energy West and the UMWA with the understanding that 15 

PacifiCorp was seeking to close or sell the Deer Creek Mine.11  However, the 16 

Medical Benefits Settlement is severable to the overall transaction primarily 17 

because the Medical Benefits Settlement occurred in the past and the overall 18 

transaction apparently is not conditioned on the settlement or its regulatory 19 

approval. 20 

                                            
10

 See FAS 106 at 93, found online here:  
http://www.fasb.org/jsp/FASB/Document_C/DocumentPage?cid=1218220123671&acceptedDisclaime
r=true, also included as Exhibit Staff/202, Bahr/18. 
11

 See PAC/100, Crane/20, at line 9. 

http://www.fasb.org/jsp/FASB/Document_C/DocumentPage?cid=1218220123671&acceptedDisclaimer=true
http://www.fasb.org/jsp/FASB/Document_C/DocumentPage?cid=1218220123671&acceptedDisclaimer=true
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  Absent inclusion in the Company’s Application, the settlement loss associated 1 

with the Medical Benefits Settlement would typically fall to regulatory lag and 2 

be addressed in the Company’s next general rate case or other appropriate 3 

ratemaking proceeding.   4 

Q. DOES STAFF AGREE WITH THE COMPANY’S PROPOSAL TO CLASSIFY 5 

THE SETTLEMENT LOSS AS A REGULATORY ASSET? 6 

A. No.  Staff’s primary recommendation is that the Commission need not address 7 

the settlement loss in this docket because it is severable from the transaction.  8 

If the Commission is inclined to consider the prudence of the decision to enter 9 

into the Medical Benefits Settlement, the Commission should authorize a 10 

regulatory asset for the settlement loss amount, but reserve the right to 11 

determine appropriate ratemaking treatment for a future ratemaking 12 

proceeding.   13 

 

3. Prudence of Pension Trust Withdrawal 

Q. WHAT IS THE COMPANY’S REQUEST REGARDING THE PRUDENCE OF 14 

ITS WITHDRAWAL FROM THE 1974 PENSION TRUST? 15 

A. The Company’s Application requests a determination that its decision to 16 

withdraw from the 1974 Pension Trust, as part of the overall transaction, is 17 

prudent.12   18 

Q. IS THE 1974 PENSION TRUST WITHDRAWAL SEVERABLE FROM THE 19 

OVERALL TRANSACTION? 20 

                                            
12

 See Application at 3.   
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and evaluation of the prudence of the decision precipitating the costs would be 1 

made at the time of determination of ratemaking treatment of the costs.  Staff 2 

found no precedent in which the Commission approved the prudence or 3 

ratemaking treatment of a regulatory asset at the time it was authorized. 4 

  However, the Company also requests in its application “that the Commission 5 

separately address the final ratemaking treatment of these regulatory assets in 6 

a future ratemaking proceeding.”17   Given these requests, Staff provides 7 

herewith an analysis of the prudence of the Company’s decision to withdraw 8 

from the Trust, given the information known at this time, but also recommends 9 

the Commission reserve the right to address the ratemaking treatment in a 10 

future proceeding.    11 

Q. WHAT FACTORS DOES STAFF CONSIDER IN REVIEWING THE 12 

PRUDENCE OF THE DECISION TO WITHDRAWAL FROM THE 1974 13 

PENSION TRUST?  14 

A. There can be many reasons for withdrawing from a multi-employer pension 15 

plan, but the lone issue of concern is whether or not doing so is economically 16 

justifiable considering risks.  In determining this, factors should be considered 17 

such as the funding status of the plan, the economic outlook of other plan 18 

participants, the forecast of the financial markets, the rules governing the fund, 19 

potential regulatory changes, current and future cost recovery probability, 20 

potential withdrawal fines, etc.  Ultimately, however, even a prudent decision 21 

may not return optimal results.  The evaluation of prudence of the decision in 22 

                                            
17

 See Application at 4. 
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this docket is complicated because, among other reasons, the current amount 1 

of the actual Trust withdrawal liability is unknown.18 2 

Q. WHAT ARE THE REASONS PROVIDED BY THE COMPANY FOR 3 

WITHDRAWING FROM THE 1974 PENSION TRUST?  4 

A. The Company asserts that “the financial condition of the 1974 Pension Trust 5 

has deteriorated dramatically over the last several years.  As of the last 6 

valuation on June 30, 2013, the deficit between the market value of the assets 7 

and the present value of the vested benefits was approximately $5.5 billion.”19  8 

This funding deficit amount rose from approximately $1.1 billion since 2006.20  9 

The current contribution rate is $5.50 per union hour, and it is expected to rise 10 

significantly in the future.21  These rising costs inhibit the Company’s ability to 11 

mine coal from the site in an economically justifiable manner.  Further details 12 

about why the pension costs are expected to rise, and the anticipated effect on 13 

the Company’s mining operations, can be found in the Company’s testimony 14 

and application.   15 

Q. COULD THE COMPANY HAVE WITHDRAWN FROM THE 1974 PENSION 16 

TRUST PRIOR TO THE CURRENT PROPOSAL?  17 

A. Withdrawal from the Trust is possible only through closure or sale of the 18 

mine.22  Prior to 2012, withdrawal from the Trust was not pursued by the 19 

Company primarily because “the quality and volume of coal from the Deer 20 

                                            
18

 The most recent actual valuation amount published is as of June 30, 2013.  See Application at 7. 
19

 See Application at 7. 
20

 See PPL/300, Schwartz/9, at line 8. 
21

 See PPL/300, Schwartz/7, at line 1. 
22

 See PAC/100, Crane/20, at line 15 and PPL/300, Schwartz/12, at line 5. 
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Creek Mine had not yet begun its decline.”23  Additionally, it was expected that 1 

negotiations between the UMWA and the Bituminous Coal Operators’ 2 

Association (which negotiates on behalf of PacifiCorp and other member 3 

companies) would address the pension issues.  The new collective bargaining 4 

agreement, effective July 1, 2011, however, did not address pension issues, 5 

thereby requiring the Company to pursue other options.24 6 

Following the implementation of the new collective bargaining agreement, the 7 

Company began to investigate the possibility of selling the mine, and “reached 8 

out to several parties beginning in 2012.  After assessing expressions of 9 

interest from some parties, the Company determined that pursuing such 10 

options would not be in the interest of its customers.”25   11 

Staff received an email from a UMWA media spokesperson in which it was 12 

asserted the following:26 13 

During the last two years in which our contract was being 14 
negotiated, there was no concrete costs to our health care, 15 
pension and wages.  Those reasons alone would cause any 16 
interested buyers to decide not to purchase.  The timing of 17 
our for (sic) sale was incredibly wrong.  Our contract was 18 
ratified in November of 2014.  Between then and the present 19 
there has been inadequate time for any prospective buyers 20 
to assess the value of our location, low coal cost and our 21 
accessibility to mine the Trail Mountain leases.   22 

  In response to a data request from Staff relating to this assertion, the 23 

Company stated:27 24 

                                            
23

 See PAC/100, Crane/19, at line 8.  
24

 See PAC/100, Crane/19, at line 16, and the Company’s response to Staff Data Request No. 24, 
included as Exhibit Staff/202, Bahr/20. 
25

 See PAC/100, Crane/20, at line 2. 
26

 See Staff/202, Bahr/21-23 for full email from UMWA media spokesperson. 
27

 See Company’s response to Staff Data Request No. 26, included as Exhibit Staff/202, Bahr/24. 
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Any potential buyer of the mine must know the cost of 1 
operating the mine.  Because knowing these costs is 2 
essential to determining an appropriate purchase price, the 3 
unsettled union negotiations presented a barrier to any 4 
potential sale.  The Company has not sought potential 5 
buyers following the close of negotiations (December 2014) 6 
since the decision has been made to close the mine 7 
concurrently with the sale of other assets. 8 

The Company’s application states that “none of the sales options were viable 9 

and cost-effective for customers.”28  The primary reason for this conclusion was 10 

that the parties that expressed interest required the Company to retain the 11 

pension liability and the retiree medical liabilities.  By selling the mine under 12 

such conditions, the Company’s goal of capping these liabilities would not have 13 

been achieved.29  Because the conditions necessitating extrication from the 14 

Trust only became relevant relatively recently, Staff does not believe it was 15 

reasonably possible for the Company to withdraw from the Trust in the past.   16 

Q. DOES STAFF AGREE WITH THE COMPANY THAT THE CONDITIONS OF 17 

THE TRUST ARE LIKELY TO CONTINUE TO DETERIORATE?  18 

A. Yes, present conditions indicate the likely ongoing deterioration of the condition 19 

of the Trust.  Recent history of the Trust indicates an alarming decrease in its 20 

funding percentage.  As of mid-year 2010 through 2013, the Trust’s funding 21 

status was qualified as “Seriously Endangered.30  The funded status as of June 22 

30, 2013, was 71.2 percent,31 which represents a funding deficit in actual 23 

                                            
28

 See PAC/100, Crane/20, at line 7. 
29

 See PAC/100, Crane/20, at line 4. 
30

 See Notices of Zone Status found at the following web address:  
http://www.dol.gov/ebsa/criticalstatusnotices.html, and included as Exhibit Staff/202, Bahr/25-30. 
31

 See Notice of Zone Status found at the following web address:  http://www.dol.gov/ebsa/pdf/e-
notice112213013.pdf, and included as Exhibit Staff/202, Bahr/29-30. 

http://www.dol.gov/ebsa/criticalstatusnotices.html
http://www.dol.gov/ebsa/pdf/e-notice112213013.pdf
http://www.dol.gov/ebsa/pdf/e-notice112213013.pdf
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dollars of $5.5 billion as of June 30, 2013.32  Although the funding percentage 1 

is significantly affected by market rates, it is also affected by contributions from 2 

employers participating in the multiemployer plan. 3 

Beginning in 2014, the status had dropped to “critical,” meaning it has funding 4 

or liquidity problems, or both.33  According to the Notice of Zone Status: 5 

More specifically, the Plan's actuary determined that the sum 6 
of the Plan's normal cost and interest on the unfunded 7 
benefits for the current plan year exceeds the present value 8 
of all expected contributions for the year; the present value 9 
of vested benefits of inactive participants is greater than the 10 
present value of vested benefits of active participants; and 11 
the Plan is projected to have an accumulated funding 12 
deficiency for the 2018 plan year. 13 

  The specific factors causing the probable deterioration of the fund are 14 

described in the Company’s Application, but the main reason appears to be 15 

fewer employers participating in the Trust.  The number of participating 16 

employers dwindles as costs rise, coal production decreases, bankruptcies 17 

occur.  The trend appears to continue going forward, with several large 18 

companies potentially facing bankruptcy in the near future.34  Given that there 19 

are currently only eight employers participating in the Trust,35 the withdrawal of 20 

even one could have a significant effect on the other participants. 21 

Q. WHAT ARE THE EFFECTS OF THE TRUST WITHDRAWAL ON CURRENT 22 

RATES?  23 

                                            
32

 See PPL/300, Schwartz/9, at line 11. 
33

 See Notice of Zone Status found at the following web address:  http://www.dol.gov/ebsa/pdf/c-
notice121014069.pdf, and included as Exhibit Staff/202, Bahr/31-33. 
34

 See PPL/300, Schwartz/7, at line 6. 
35

 See Company’s response to Staff Data Request No. 22, included as Exhibit Staff/202, Bahr/34. 

http://www.dol.gov/ebsa/pdf/c-notice121014069.pdf
http://www.dol.gov/ebsa/pdf/c-notice121014069.pdf
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withdrawal liability and second, and a $3 million expense amount in rates to 1 

recover the cost of the annual installment payments.  Should the Company 2 

negotiate a lump sum payment, then that amount would then be recorded as a 3 

regulatory asset and recovery of the annual installment payment would 4 

cease.40 5 

Q. DOES STAFF HAVE CONCERNS REGARDING THE COMPANY’S 6 

PROPOSED RATEMAKING TREATMENT OF THE WITHDRAWAL 7 

LIABILITY?  8 

A. Yes, Staff has several concerns, including the following: 9 

1. The actual amount of the withdrawal liability is only estimated, and 10 

not actually calculated until the time of withdrawal, 11 

2. The $3 million installment payment will be made indefinitely and does 12 

not pay down the actual liability amount, and 13 

3. Neither the $3 million installment payment nor the withdrawal liability 14 

represents a cost to provide electricity to actual present customers. 15 

 These concerns will be addressed by Staff at the time the Company requests 16 

ratemaking treatment of the proposed costs.  17 

Q. DOES STAFF RECOMMEND THE COMMISSION DETERMINE THE 18 

COMPANY’S DECISION TO WITHDRAW FROM THE TRUST IS PRUDENT?  19 

A. Yes, based on the information known at this time, Staff recommends the 20 

Commission determine the Company’s decision to withdraw from the Trust as 21 

part of the overall transaction to be prudent.  The Company could not have 22 

                                            
40

 See PAC/200, Stuver/10, at line 3. 
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realistically been expected to exit prior to the present, and the condition of the 1 

Trust appears to be deteriorating.  Staff emphasizes that no decision on the 2 

ratemaking treatment should be made at this time, but reserved until a 3 

ratemaking proceeding when the Company requests the costs be included in 4 

rates for recovery. 5 

4. Prudence of Retiree Medical Obligation Settlement 

Q. WHAT IS THE COMPANY REQUESTING? 6 

A. The Company’s Application requests that, “in conjunction with these 7 

accounting orders, the Company requests a determination that its decision[s] to 8 

… settle the Retiree Medical Obligation [is] prudent.”41     9 

Q. WHAT ARE THE EFFECTS OF THE MEDICAL BENEFITS SETTLEMENT 10 

ON CURRENT RATES?  11 

A. The Company currently recovers the cost of Retiree Medical Obligation costs 12 

through FAS 106 expense, which is included in the revenue requirement in 13 

general rate case filings, specifically, embedded in fuel costs.  If the Company 14 

records a regulatory asset for the settlement loss, the Company could request 15 

recovery of the amount in a future rate case.     16 

Q. DOES STAFF RECOMMEND A RATEMAKING TREATMENT IN THIS 17 

DOCKET? 18 

A. No, a future ratemaking docket is the appropriate venue to determine 19 

ratemaking treatment.  Nevertheless, a brief discussion is included here.  The 20 

Company’s proposal is to record a regulatory asset in the amount of 21 

                                            
41

 See Application at 3.   
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5. Summary of Recommendations 

Q. PLEASE SUMMARIZE STAFF’S RECOMMENDATIONS REGARDING THE 1 

1974 PENSION TRUST WITHDRAWAL AND RETIREE MEDICAL 2 

OBLIGATION SETTLEMENT. 3 

A. Staff recommends the Commission authorize the Company to record a 4 

regulatory asset for the 1974 Pension Trust withdrawal liability.  The Medical 5 

Benefits Settlement is severable from the transaction so need not be 6 

considered in this proceeding.  However, Staff would not oppose the creation 7 

of a regulatory asset for the settlement loss. Additionally, Staff recommends 8 

the Commission determine the Company’s decision to withdraw from the Trust 9 

and (potentially the Medical Benefits Settlement) is a prudent decision at this 10 

time given the information currently known, as part of the overall transaction.  11 

However, the Commission should reserve the right to address the ratemaking 12 

treatment of all costs associated with the transaction in a future ratemaking 13 

proceeding. 14 

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 15 

A. Yes. 16 
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Q. Please state your name, present position with the Oregon Public Utility 1 

Commission, and business address. 2 

A. My name is John Crider.  I am employed as a Senior Utility Analyst in the 3 

Energy Resources and Planning (ERP) division of the Utility Program.  My 4 

business address is 3930 Fairview Industrial Dr. SE, Salem, Oregon 97308. 5 

Q. Please describe your educational background and work experience. 6 

A. My Witness Qualification Statement is found in Exhibit Staff/301. 7 

Q. What is the purpose of your testimony in this proceeding? 8 

A. The purpose of my testimony is to discuss Staff’s review of issues related to 9 

Pacific Power d/b/a PacifiCorp’s (Company) proposal to sell Mining Assets and 10 

to enter into a new Coal Supply Agreement. 11 

Q. Have you prepared Exhibits for your testimony? 12 

A. Yes. I have included Company responses to certain discovery requests as 13 

Exhibit Staff/302. 14 

Q. How is your testimony organized? 15 

A. The testimony is organized as follows: 16 

1. Coal Supply Agreements 17 

2. Sale of Mining Assets  18 

19 
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 1 

1. Coal Supply Agreements (CSA) 2 

Q.  Please describe the Huntington Coal Supply Agreement (CSA). 3 

  A. Under the Huntington CSA, Bowie will supply a certain amount of coal to the 4 

Huntington power plant beginning upon close of the transaction and continuing 5 

through the end of 2029. The coal supplied is planned to meet all the 6 

requirements of the Huntington Plant. The CSA includes an agreed-upon fixed 7 

price schedule. 8 

Q. Please describe the amended Hunter CSA. 9 

A. Bowie already supplies the majority of coal to the Hunter plant under existing 10 

agreements. The current CSA has been amended to allow Bowie to operate 11 

the coal blending facilities at the Cottonwood coal preparation plant, and then 12 

deliver coal from the preparation plant to the Hunter power plant. The amended 13 

CSA changes the quality testing point of the coal from the preparation plant to 14 

the power plant.1 There is no adjustment to the Bowie delivered coal prices 15 

under the amended CSA. 16 

Q. Why are the CSAs necessary? 17 

A. Upon closure of the Deer Creek mine, a replacement coal supply is necessary 18 

to continue operation of the Huntington and Hunter power plants at full 19 

capacity. Without the CSAs, the Company must either negotiate a similar 20 

contract with another supplier or purchase coal on the market. Spot market or 21 

short term contracts tend to be more expensive per unit delivery than longer 22 

                                            
1
 See Staff/302, Crider/1  
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term contracts. The CSAs may reduce cost and in addition the existence of a 1 

fixed price contract reduces risk exposure compared to other alternatives. 2 

Q. Has the Company provided evidence that the CSA provides for coal at 3 

lower cost? 4 

A. Yes. The Company supplied copies of the entire contract complete with terms 5 

and conditions. The Company also presented a market analysis and working 6 

papers detailing the financial comparison of supplying the plants through the 7 

CSA versus supplying the coal through market. The Company’s analysis 8 

demonstrates that the present value revenue requirement (PVRR) of supplying 9 

the plants with the CSA is less than the PVRR of supplying through the market 10 

using the supplied market price forecast. The delivered price schedule in the 11 

contract is lower than the market price forecast. 12 

Q. Please explain the nature of the market price forecast. 13 

A. The Company has contracted with a third party – Energy Ventures Analysis 14 

(EVA) - to provide quarterly and annual coal forecasts for a number of years.2 15 

For the analysis in this docket, EVA adjusted its standard long term price 16 

forecast by estimating additional transportation costs necessary to deliver the 17 

coal from the producing mines to the Huntington plant3. 18 

Q. Did EVA’s coal price forecast include effects of potential carbon 19 

legislation? 20 

A. Yes. EVA’s base coal price forecast assumes zero additional carbon cost. 21 

EVA has provided an alternate forecast which models coal market effects 22 

                                            
2
 PAC/300, Schwartz/23 

3
 Id. At 27.  
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assuming the Environmental Protection Agency’s “Clean Power Plan” is 1 

enacted as currently proposed. 2 

Q. Please compare the two forecasts. 3 

A. As shown in Exhibit PAC/310, Schwartz/1, the two forecasts extend from the 4 

present to 2040. The two forecasts are essentially the same between the 5 

present and 2020. Between 2020 and 2026 the two forecasts are slightly 6 

divergent, with the “carbon case” reflecting a price approximately $2/ton 7 

(roughly 5 percent) less than the base case during these six years. From 2026 8 

onward, the forecasts again converge and are essentially the same. Thus the 9 

choice of base case forecast represents an assumption of higher cost than the 10 

carbon-cost case. 11 

Q. Did you compare the Company’s market price forecast with other 12 

sources? 13 

A. Yes. I compared the Company’s market price forecast with the official EIA Long 14 

Range forecast.4 15 

Q. How did the two forecasts compare? 16 

A. The two forecasts are reasonably similar to each other based on annual per 17 

ton prices. Both forecasts of mine-mouth coal prices in dollars per ton are 18 

virtually the same and the delivered costs are within five percent of each other 19 

through 2024.   20 

Q. Did you compare the prices in the CSA to cost data from Deer Creek 21 

Mine? 22 

                                            
4
 U.S. Energy Information Administration Annual Energy Outlook 2014, Table “Coal Supply, 

Disposition and Prices, Reference Case.” 
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A. Yes. I compared the prices per ton of coal delivered in the CSA to the latest 1 

coal costs calculated for Deer Creek mine5 2 

Q. How do the CSA prices compare to the Company’s latest cost for Deer 3 

Creek mine? 4 

A. Deer Creek’s delivered cost per ton has increased sharply over the last several 5 

years. The cost per ton calculated in 2014 is comparable to the beginning price 6 

per ton delivered in the Huntington CSA. The percentage annual escalation in 7 

cost over the course of the CSA is substantially lower the annual escalation 8 

projected for Deer Creek coal had the mine continued its operation. The 9 

projected higher escalation of Deer Creek coal costs is primarily driven by the 10 

commensurate increase in pension related costs over the term. The fact that 11 

the coal quality from Deer Creek is projected to be poorer in the future than it 12 

has been in the past also contributes to the rise in cost over time6. 13 

Q. How would you summarize your evaluation of the CSA price schedule? 14 

A. Based on the evidence available at this time, the CSA price schedule appears 15 

favorable in cost when compared to EIA coal cost forecasts and when 16 

compared to the projected cost of maintaining a self-supply from the Deer 17 

Creek mine. 18 

Q. Are there other scenarios where the CSA might not be the best 19 

alternative? 20 

                                            
5
 Microsoft Excel workbook entitled “Energy West Mining Company 2014 Operating Budget –Deer 

Creek Mine” supplied as a workpaper for witness Crane in Docket. No. UE 264 (PacifiCorp 2014 
Power Cost) 
6
See  Staff/302, Crider/2-4 
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A. Yes, possibly. With the closure of Deer Creek mine, the Company has four 1 

potential choices. They could: (1) proceed with a CSA to supply coal as 2 

proposed, or (2) PacifiCorp could instead supply the plants with short-term 3 

agreements and spot coal. As discussed previously in this testimony, the CSA 4 

is the least cost, least risk choice of these two. However, the Company has two 5 

additional choices. They could: (3) choose to shut down the plants completely 6 

or (4) choose to re-power the plants with natural gas, in both cases avoiding 7 

the need for the CSA. 8 

Q. Has the Company provided evidence that supplying the Hunter and 9 

Huntington plants with a CSA is a least cost, least risk solution compared 10 

to either shutting the plants or converting the plants to run on natural 11 

gas? 12 

A. No. 13 

Q. Are there other terms of the CSA that you find of concern?  14 

A. Yes. According to the Company witness Crane,7 the CSA is a “take or pay” 15 

agreement, meaning that PacifiCorp is obligated to pay for the minimum 16 

delivery of coal regardless of the Company’s decision regarding shutdown of 17 

either Hunter or Huntington power plant. The Company claims that the CSA 18 

contains broad termination rights in the event that environmental regulations 19 

adversely affect the Company’s ability to burn coal at the plants. 20 

Q. Could these terms pose a risk to ratepayers?  21 

                                            
7
 PAC/100, Crane/12. 
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A. Yes. The “take or pay” nature of the contract shifts the risk to PacifiCorp, who 1 

is obligated to pay for the coal upon delivery, whether the coal is needed for 2 

generation or not. This cost for fuel that is not immediately useful may 3 

subsequently be recovered from ratepayers.  4 

Q. Is this risk mitigated by the broad exit clause in the CSA?  5 

A. The answer is not clear or certain. The Company claims that the exit clause of 6 

the contract fully protects both the Company and ratepayers from harm 7 

because the Company can avoid the CSA’s liquidated damages in the event 8 

that environmental regulation forces a full or partial closure of the power 9 

generating plants supplied by the CSA.  10 

Q. What is your conclusion regarding the overall favorability of the CSA?  11 

A. In summary, the price terms of the CSA appear favorable to the Company 12 

based on comparison to coal price projections of the EIA and the Company’s 13 

estimate of future coal costs delivered from the Deer Creek mine. However, the 14 

“take or pay” nature of the CSA represents a potential risk to ratepayers.  15 

Q. Do you have any recommendation with respect to the exit clause?  16 

A. Yes.  PacifiCorp should bear the risk should the plants be deemed uneconomic 17 

and yet the Company is still in a take or pay situation with respect to coal 18 

purchases.  That is, PacifiCorp should bear the risk and potential loss 19 

associated with any continuing take or pay obligation in the circumstance that 20 

the plants are found to be uneconomic and are shut-down or converted. 21 

2. Sale of Mining Assets 22 
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liability and other aspects of the transaction. Further, the Company contends 1 

that the benefits gained by ratepayers from the other elements of the 2 

transaction are dependent, in part, on the successful sale of the Mining Assets. 3 

Q. What is the Company’s proposed regulatory treatment of this loss?  4 

A. The Company proposes to add the amount of this loss to the regulatory asset 5 

created for tracking mine closure costs and to recover all of the costs by the 6 

end of 2016 when mine closure activities are complete. 7 

Q. In your opinion, should the Commission find the sale of Mining Assets in 8 

the public interest?  9 

A. Yes, but only as a constituent part of the overall transaction. Upon the 10 

Company’s decision to close the mine, the Mining assets are no longer useful 11 

in serving the Company or its ratepayers. The loss realized on this sale is 12 

offset by the benefits to ratepayers realized from the release from other 13 

liabilities associated with the transaction. 14 

Q. What do you recommend for regulatory treatment of the loss associated 15 

with the sale?  16 

A. The regulatory treatment for the loss is addressed by Staff witness Linnea 17 

Wittekind. 18 

Q. Please summarize your position on the sale of Mining Assets under this 19 

transaction. 20 

A. As an integral component of the overall transaction, the sale of the Mining 21 

Assets is in the public interest. 22 

Q. Does this conclude your testimony? 23 
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A. Yes. 1 
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WITNESS QUALIFICATION STATEMENT 

 
 
NAME:  JOHN CRIDER 
 
EMPLOYER:  PUBLIC UTILITY COMMISSION OF OREGON 
 
TITLE: SENIOR UTILITY ANALYST, ELECTRIC RESOURCES AND 

PLANNING 
 
ADDRESS: 3930 FAIRVIEW INDUSTRIAL DR. SE, SALEM, OR 97302 
 
EDUCATION: BACHELOR OF SCIENCE, ENGINEERING, UNIVERSITY OF 

MARYLAND 
   
 
EXPERIENCE: I have been employed at the Oregon Public Utility Commission 

(Commission) since August of 2012.  My current responsibilities 
include analysis and technical support for electric power cost 
recovery proceedings, with an emphasis on variable power costs 
and purchases from qualifying facilities. Prior to working for the 
OPUC I was an engineer in the Strategic Planning division for 
Gainesville Regional Utilities (GRU) in Gainesville, Florida. My 
responsibilities at GRU included analysis, design and support for 
generation economic dispatch modeling, wholesale power 
transactions, net metering, integrated resource planning, distributed 
solar generation and fuel (coal and natural gas) planning. Previous 
to working for GRU, I was a staff design engineer for Eugene Water 
& Electric Board (EWEB) where my responsibilities included design 
of control and communications system in support of water and 
hydro operations.  

 
I am a registered professional engineer in both Oregon and Florida. 
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