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550 Capitol Street NE, Ste 215
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VIA ELECTRONIC FILING

Attn:  Vikie Bailey-Goggins, Administrator
Regulatory and Technical Support

825 N.E. Multnomah St.
Portland, OR 97232

Re: PacifiCorp’s Simultaneous Opening Testimony and Exhibits in Docket No. UE-170
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Stoel Rives LLP

900 S.W. Fifth Ave., Suite 2600
Portland, OR 97204
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Fax No. (503) 220-2480

Email: kamcdowell@stoel.com

Informal inquiries may be directed to Laura Beane, Regulatory Manager at (503) 813-5542.

Very truly yours,

P D

D. Douglas Larson
Vice President, Regulation

cc: Service List
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I hereby certify that on this 17th day of January 2006, I caused to be served, via email if available
and overnight delivery, a true and correct copy of PacifiCorp’s Simultaneous Opening Direct Testimony

and Exhibits in Docket No. UE-170.
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Are you the same William R. Griffith who presented direct testimony in this

docket?

Yes, I am.

Purpose of Testimony

Q.

A.

What is the purpose of your testimony?

My testimony addresses issues 2 and 3 of this proceeding:

Issue 2: What are the appropriate rates PacifiCorp should charge the Klamath
Basin Irrigators for electric service?

Issue 3: If any rate change affecting these customers is implemented, how and
when should these customers be transitioned from the rates established in the

historical contracts?

Appropriate Rates for Klamath River Basin Irrigators

Q.

Who are the Klamath River Basin Irrigators that are the subject of your
testimony?

The Klamath River Basin Irrigators, or “Klamath Basin Customers,” are the
customers receiving electric service at the rates specified in the 1956 “USBR
Contract” and the “UKRB Contract.” The USBR Contract provides for
discounted rates for “On-Project” customers (customers within the Klamath River
Basin irrigation project boundaries), and the UKRB Contract provides for
discounted electric rates for “Off-Project” irrigation customers within the Upper

Klamath River Basin outside of the irrigation project boundaries.
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What is the appropriate rate under which Klamath River Basin Irrigators
should be served?

The Klamath River Basin Irrigators should be served under the same rates as all
other similarly situated Oregon customers. For qualifying irrigation customers,
Schedule 41, Agricultural Pumping Service is the applicable delivery service
tariff.

If some of these customers do not qualify for Schedule 41 because of end
use or load size characteristics either now or in the future, those customers should
be served from the same delivery service tariffs applicable to all other similarly
situated general service customers--General Service Schedules 23, 28, 30 or 48,
depending on load size. In addition, those customers should have the same supply
service options available to them as all other similarly situated customers,
including standard offer supply service and direct access supply.

When should the transition to standard tariff rates for the Klamath Basin
Customers occur?

The transition should begin April 17, 2006. It is my understanding that while the
Off-Project irrigators claim that their contract will never expire, there is no
dispute that the USBR Contract expires April 16, 2006. Without addressing the
legal arguments presented by the Company on this issue, I don’t believe there is
any reasonable justification for continuing the UKRB Contract rates past the date

on which the On-Project customers’ contract rates expire.

Direct Testimony of William R. Griffith
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In the past, have special contract customers been moved to standard tariff
service upon contract expiration?

Yes. Every expired special contract in Oregon of which I am aware has resulted
in a return to standard tariff service upon its final expiration.

If the Commission ordered the Company to serve Klamath River Basin
Irrigators under standard tariff rates as described above, what rates could
the Company bill these customers?

Serving Klamath River Basin Irrigators under standard tariff rates would result in
bill increases in excess of 50 percent in the first year. Senate Bill 81, passed in the
Oregon 2005 legislative session, indicates that for qualifying Klamath River Basin
customers, the Commission shall require the Company to mitigate rate increases
and hold them to no more than 50 percent per year for seven years by means of
rate credits. Under Senate Bill 81, the full cost of providing rate credits is to be
spread equally among all other customers.

If the Commission ordered the Company to serve Klamath River Basin
Irrigators under standard tariff rates, in the first year, the Company could
implement SB 81 by increasing the rates under the current contract by 50 percent
and computing charges for these amounts. We believe this would be easy to
understand for customers (particularly given the differences in rate design
between the contract rate and standard tariff rates) and would reflect the intent of
SB 81. At the same time, the Company would also show a second alternate
billing for each customer using the standard tariff rate ordered by the

Commission. The Company would compute the dollar difference between the
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charges under SB 81 and the alternate standard tariff billing and show that amount
as arate credit. The total annual amount of these dollar differences for this class
of customers as defined under SB 81 would equal the first year rate credits
applicable to these customers. The full cost of providing these rate credits would
be spread equally among all other Oregon customers. Exhibit PPL 1215 shows a
billing example.

As you indicated, Senate Bill 81 requires that rate impacts must be no more
than 50 percent per year for seven years following termination of the
contract. What does the Company propose after the first year of
implementation?

Assuming Senate Bill 81 remains in effect, in the subsequent years PacifiCorp
could continue to implement SB 81 by increasing the applicable charges billed to
the qualifying customers by 50 percent per year. At the same time, the Company
would continue to show an alternate billing for each customer on standard tariff.
The Company would continue to compute the dollar difference between the
charges billed under SB 81 and the alternate standard tariff billing. The total
annual amount of these dollar differences for this class of customers (as defined
under SB 81) for the mitigated rate and the standard tariff rate would equal the
rate credits applicable to these customers per year. The cost of providing these
rate credits would be spread equally among all other Oregon customers. At the
end of seven years, these Klamath Basin customers would be served under

standard tariff rates.

Direct Testimony of William R. Griffith



10

11

12

13

14

15

16

17

18

19

20

21

22

23

PPL/1214
Griffith/5

Do qualifying Klamath Basin Customers currently receive the BPA credit
(Schedule 98) at a rate lower than other qualifying customers?

Yes.

How does the Company propose that Schedule 98 be modified for Klamath
Basin Customers on April 17,2006 in response to Senate Bill 81?

Based on the seven year timeframe in SB 81, the Company proposes that the BPA
credit (Schedule 98) currently being applied to Klamath Basin Customers
(Schedule 33) be increased by 0.08 cents per kWh per year for seven years or until
the Klamath Basin Customer’s credit is equivalent to the charge being applied to
other customers, whichever comes first. The current credit being applied to
Klamath Basin Customers is 0.488 cents per kWh; for other customers, the credit
is 1.026 cents per kWh. Under this proposal, at current rates, the credit applied to
Klamath Basin Customers would come to equal the credit being applied to other
customers in seven years.

To which customers does the Company believe the SB 81 rate mitigation
language applies?

We believe this language means that the current metering points for current
Klamath Basin Customers on contract rates are eligible for rate mitigation under
SB 81. In no case should rate mitigation apply to new customers who begin
receiving service after April 16, 2006, whether or not service was previously
provided at the metering point under either the USBR Contract or the UKRB
Contract. Moreover, if an existing Klamath Basin customer has a new metering

point location for land that had not been previously served under contract rates,
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then SB 81 rate mitigation should not apply. Generally, new metering points that
were not previously served under the USBR or UKRB Contract rates are not
eligible for rate mitigation under SB 81.
Are there cases where a new metering point for an existing Klamath Basin
Customer may be eligible for rate mitigation under SB 81?
Yes, there may be. For example, if an existing Klamath Contract customer
combined two existing metering points into one new metering point to irrigate the
same land, we believe that the energy used at this new meteﬁng point may be
eligible for mitigation, since energy use and application would be virtually
unchanged; however, any new line extension costs would be subject to standard
line extension tariffs.
Do you agree with the testimony of Mr. Schoenbeck filed earlier in this
docket that Klamath Basin Customers (Schedule 33 customers) should be
served on a standard delivery service tariff separate from Schedule 41?
No. Schedule 41 is applicable to agricultural pumping loads under 1,000 kW. It
is designed for customers with seasonal usage and incorporates an annual load
size charge instead of monthly basic and demand charges in order to recognize the
seasonal nature of these customers. The Schedule 41 rate structure is similar to
agricultural pumping tariffs in other states served by the Company. As long as
customers meet the applicability criteria of Schedule 41, it is appropriate to serve
qualifying agricultural pumping loads under this tariff structure in Oregon.

In addition to end use similarities, Exhibit PPL/1210 shows that the

Klamath Basin Irrigators (Schedule 33) have usage characteristics not unlike
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10

11

PPL/1214
Griffith/7

Schedule 41 customers. It shows that both groups contain a full range of customer
usage characteristics, from small to large. While Schedule 33 customers are
somewhat larger on average, Exhibit PPL/1210 shows that both Schedule 33 and
Schedule 41 customers cover a full range of usage from zero usage (inactive
accounts) to usage over 1,000 MWh per year. In fact, it appears that the only
unique characteristics shared by Klamath River Basin Irrigators are a common
geography along with the extremely low electric prices they have paid for 50 years
under the USBR and UKRB Contracts. We do not believe these are reasonable
criteria for a separate rate schedule in the future.

Does this conclude your supplemental testimony?

A. Yes it does.

Direct Testimony of William R. Griffith
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Table 1214 -1

PacifiCorp - State of Oregon

Customer Frequency by Annual kWh

Test Period April 2003 to March 2004 - Actual

% of Number of Customers

Annual kWh Sch 33 Sch 41
A0 12.30% 18.49%
B: 1-500 461% 5.98%
C: 501-1,000 1.80% 4.54%
D: 1,001 -2,000 3.04% 6.14%
E: 2,001 - 5,000 6.17% 12.96%
F: 5,001 - 10,000 7.92% 13.55%
G: 10,001 - 15,000 7.51% 8.19%
H: 15,001 - 20,000 6.03% 6.00%
I: 20,001 - 30,000 10.46% 7.30%
J: 30,001 - 50,000 13.17% 8.78%
K: 50,001 - 80,000 10.32% 4.63%
L: 80,001 -100,000 3.27% 1.18%
M: 100,001 - 150,000 5.34% 1.27%
N: 150,001 - 200,000 3.22% 0.45%
O: 200,001 - 250,000 1.89% 0.13%
P: 250,001 - 300,000 1.52% 0.09%
Q: 300,001 - 400,000 0.74% 0.10%
R: 400,001 - 600,000 0.46% 0.04%
S: 600,001 - 1,000,000 0.18% 0.15%
T: > 1,000,000 0.05% 0.04%
Overall 100.00% 100.00%

PPL/1215
Griffith/1
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Q. Please state your name, business address and position with PacifiCorp (the
Company).

A. My name is Karl D. Anderberg. My business address is 825 N. E. Multnomah,
Suite 300, Portland, Oregon 97232, where I am currently employed as the Cost of
Service Manager in the Regulation Department.

Qualifications

Q. Please briefly describe your education and business experience.

A. I received a BS Degree in Accounting from the University of Utah in 1978. In

addition to formal education, I have attended various educational, professional
and electric industry seminars during my career at the Company. I am a licensed
CPA in the state of Utah. Ijoined the Company in 1985, and have held various
accounting and regulatory positions prior to assuming my current responsibilities.
What are your responsibilities?

My primary responsibilities are to manage and oversee the development and
reporting of the class cost of service studies in the six jurisdictions in which

PacifiCorp operates.

Purpose of Testimony

Q.

A.

What is the purpose of your testimony?

I present Exhibit PPL 1701, PacifiCorp’s December 2006 Marginal Cost Study for
the State of Oregon that includes the Klamath River On-Project and Off-Project
irrigation customers (current Schedule No. 33). In this Marginal Cost Study, and
for pricing purposes, the current Schedule 33 customers have been included under

Schedule No. 41, Agricultural Pumping Service, and Schedule No. 48, Large

Direct Testimony of Karl D. Anderberg
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General Service — 1,000 KW and Over, based on load characteristics.
I also address the issue of what the appropriate electric rates for Klamath River
Basin irrigators should be, including sub-issues 2a and 2b from the Administrative
Law Judge’s August 17, 2005 ruling:
Issue 2a: Are the current rates under the On-Project and Off-Project
Agreements justifiable according to the “applicable statutory standard to
the setting of electric rates for irrigators located within the Klamath
Basin?” (determined by the Commission in Order No. 05-1202 to be the
same “just and reasonable” standard applicable to rates set for all other
customers in Oregon).
Issue 2b: Should the Klamath Basin irrigation customers be included in the
standard class of irrigation customers, or is there substantial and
reasonable basis for establishing a separate and distinct class of irrigation
customers in the Klamath Basin for purposes of service and rates?

Marginal Cost Study

Q. Please describe PacifiCorp’s Marginal Cost study that accompanies this
filing.

A. PPL Exhibit 1701 contains PacifiCorp’s December 2006 Marginal Cost Study for
the State of Oregon, including the Klamath River Basin irrigation customers. This
study shows, by customer class, PacifiCorp’s marginal cost of resources required
to produce one additional unit of electricity or to add one additional customer.
The difference between this study and the most recent marginal cost study filed in
this case (PPL Exhibit 419) is that the current Schedule 33 customers (receiving
service under the On-Project and Off-Project Agreements) are included with other

similarly situated irrigation customers in either Schedule 41 or Schedule 48. In

the prior study, Schedule 33 customers were excluded. PPL Exhibit 1701

Direct Testimony of Karl D. Anderberg
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contains seven summary tables followed by 17 sections of supporting data. A
summary of the Marginal Cost Study results is shown in PPL Exhibit 1702.

Was PPL Exhibit 1701 developed using the same marginal cost methodology
previously used in this case?

Yes. The Marginal Cost Study filed here was prepared using the same
methodology that was used by the Company in the earlier phase of this case. This
is the same methodology that has been accepted by the Oregon Commission in

previous Company filings.

Klamath Basin Irrigation

Q.

Q.

Are the current rates under the On-Project and Off-Project Agreements just
and reasonable?

No, the current rates under the On-Project and Off-Project Agreements are not just
and reasonable. They do not produce revenues that are anywhere near sufficient
to cover relevant short and long-run costs necessary to provide service to these
customers. The current rates of the On-Project and Off-Project Klamath irrigation
customers are dramatically below cost of service. Energy rates for most On-
Project and Off-project irrigation customers are currently 0.6 cents and 0.75 per
kWh, respectively. The overall average cost to serve Pacific Power’s Oregon
irrigation customers is 10.25 cents per kWh (PPL Exhibit 1701;($21,182,000
(Table 4, Column R, Line 41)/206,654 MWH (Table 3, Column Q, Line 10)).
That is, the average cost to serve irrigation customers is 13 to 17 times greater
than the rates being paid by most of the customers in these two groups.

Should the Klamath Basin irrigation customers be included in the standard

Direct Testimony of Karl D. Anderberg
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class of irrigation customers?

Yes. These customers should be served under the same tariff schedules applicable
to other customers with similar service characteristics. Irrigation customers with
loads less than 1,000 kW should be served under Schedule 41, while irrigation
customers with load sizes 1,000 kW and greater should be served under Schedule
48. These requirements have been reflected in the Marginal Cost Study submitted
with this testimony as PPL Exhibit 1701. As was discussed in both the
Company’s direct and rebuttal testimony in the earlier phase of this case, and as
further discussed by Mr. Griffith in his supplemental testimony, PacifiCorp
believes that the Klamath River Basin customers should be served under the same
rates as all other similarly situated customers served by the Company in Oregon.
How have these customers been treated in the attached Marginal Cost
Study?

In the Marginal Cost Study, the Klamath Basin irrigation customers have been
combined with other similarly situated customers on Schedule 41, Agricultural
Pumping Service, and Schedule 48, Large General Service — 1,000 KW and Over,
in developing class revenue requirements.

Has PacifiCorp previously filed a cost of service study in this proceeding that
divides the Schedule 33 customers between Schedules 41 and 48?

No.

Why does the Marginal Cost Study accompanying this testimony now divide
the Schedule 33 customers between Schedules 41 and 48?

Additional billing analysis indicates that one Klamath Basin Irrigation customer

Direct Testimony of Karl D. Anderberg
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has a load size of 1,000 kW or greater, which qualifies for service under Schedule
48. All other Klamath Basin Irrigation customers have load characteristics similar
to those served under Schedule 41. The Marginal Cost Study accompanying this
testimony assigns the Schedule 33 customers to the classes with which they share
similar load characteristics.

Are there sufficient similarities between the Klamath Basin and other
Oregon irrigation customers to support a single class of service?

Yes. Both groups have a number of similar characteristics. Both Schedule 33 and
Schedule 41 customers take service for agricultural pumping and are seasonal in
nature. The majority of their usage occurs in the summer. Nearly all of the
customers in both groups take service at secondary distribution voltage. Load
factors for the two groups are nearly identical. Based on the Company’s billing
data, the aggregate annual load factors for the Klamath Basin irrigation customers
and the current customers on Schedule 41 are both between 12 percent and 13
percent.

Are there any service characteristics of the Klamath irrigation customers
that differ significantly from the other Oregon irrigation customers?

No. While on average, the energy consumption of Schedule 33 customers is
somewhat higher than the Oregon irrigation customers currently served on
Schedule 41, as Mr. Griffith explains, both customer groups contain a full range

of customer usage characteristics, from small to large.

Direct Testimony of Karl D. Anderberg
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Q. Is the higher energy usage of Schedule 33 customers sufficient justification to
create a separate customer class for the Klamath irrigation customers?

A. No. While energy consumption may differ somewhat between the current
Schedule 41 and Schedule 33 customers, there are individual customers of various
sizes in each group. There are smaller customers and larger customers currently
served on Schedule 41 and smaller and larger customers currently served on the
On-Project and Off-Project contracts. Placing the Klamath Basin irrigation
customers in a separate class has no cost of service basis, and it would mean that a
Klamath Basin customer who receives the same service for irrigation would pay a
different price than a customer of the same size, voltage and load factor located in
another part of Pacific Power’s Oregon service territory.

Does this conclude your direct testimony?

Yes.

Direct Testimony of Karl D. Anderberg
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PacifiCorp
Marginal Generation Costs
Filed
12 Months Ended December
Avoided Firm Combined Gas
Calendar Capcity Cycle CT Price

Year Costs Fixed Cost

($/KW-yr) ($/KW-yr) ($/MMBtu)
2003 - - -
2004 - - -
2005 - - -
2006 18.49 - -
2007 75.81 96.31 4.29
2008 77.71 98.71 4.38
2009 79.65 101.18 4.29
2010 81.64 103.71 3.97
2011 83.69 106.30 3.82
2012 85.78 108.96 3.94
2013 87.92 111.68 4.06
2014 90.12 114.48 3.64
2015 92.37 117.34 3.72
2016 94.68 120.27 3.97
2017 97.05 123.28 4.20
2018 99.48 126.36 4.32
2019 101.96 129.52 4.45
2020 104.51 132.76 4.58
2021 107.12 136.08 4.58
2022 109.80 139.48 4.71
2023 112.55 142.97 4.84
2024 115.36 146.54 4.97
2025 118.25 150.20 5.12

Source: Ore Filed (non approved) - AC Study (11.10.2003)

Tab: 5.2
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PPL/1701

Anderberg/37
Meters 4
PacifiCorp
Oregon Marginal Cost Study
Summary of Average Installed Costs
Meters
(A) (8) (©) (D) (E)
Metering Meter Cost in Indexed to Percent Total Installed Cost
Line Load Class Standard 2004 Dollars 2006 Use per Service
Residential
1 Overhead (small load) DM221A $77.00 $78.34 49.00% $38.39
2 Overhead (all electric) DM221D $112.00 $113.95 51.00% $58.11
3 100.00% $96.50
4
5 0-15 kW
6 kW =0, 1 Phase OH DM221A $77.00 $78.34 100.00% $78.34
7 $162.78
8 kW =0, 3 Phase OH DM241A $243.00 $247.23 100.00% $247.23
9
10 kW > 1, 1 Phase OH DM221B $181.00 $184.15 100.00% $184.15
11
12 kW > 1, 3 Phase OH DM241A $243.00 $247.23 100.00% $247.23
13 $120.58
14 $58.16 $178.74
15 15 - 100 kW
16 1 Phase OH DM221C $198.00 $201.45 100.00% $201.45
17 $224.34
18 3 Phase wo / KVAR OH DM241A $243.00 $247.23 100.00% $247.23
19
20 3 Phase with KVAR OH DM241B $401.00 $407.98 100.00% $407.98
21
22
23 100 - 300 kW
24 1 Phase OH DM231ABB $795.00 $808.83 100.00% $808.83
25
26 3 Phase wo / KVAR OH DM271AEC $1,242.00 $1,263.61 100.00% $1,263.61
27
28 3 Phase with KVAR OH DM271AEC $1,242.00 $1,263.61 100.00% $1,263.61
29
30
31 300-1000 kW
32 W/O KVAR, 1 Phase OH DM231AFE $833.00 $847.49 100.00% $847.49
33
34 WI/O KVAR, 3 Phase OH DM271AEC $1,242.00 $1,263.61 100.00% $1,263.61
35
36 WI/KVAR, 3 Phase OH DM271AEC $1,242.00 $1,263.61 100.00% $1,263.61
37
38
39 1000 kW and over
40 Secondary Volt(1) OH DM271AFG $1,604.00 $1,631.91 100.00% $1,631.91
41
42 Primary Metering
43 13.8 KV 3-wire OH DM101ACBI $6,374.00 $6,484.91 $6,484.91
44 12.47 KV 4-wire Wye OH DM121ABBI $7,430.00 $7,5569.28 $7,559.28
45 24.9 KV 4-wire Wye OH DM121AGBI $12,001.00 $12,209.82 $12,209.82
46 35KV 4-wire Wye OH DM131ABH $22,929.00 $23,327.96 $23,327.96
Source: Summary of Average Installed Cost For Meters and Associated Equipment - Revised to Eliminate Trave Time for Loads Less Than 100 kW
Further Breakdown of Overhead
% of Overhead Which Are Small Load 49.00%
% of Overhead Which Are All Electric : 51.00%
Pacific Region
Escalation
DRI/McGraw-Hill Index Factor
2004 2006 2004 - 2006
258.9 263.4 1.0174
Footnotes:
Escalation Factors: DRI / McGraw-Hill Cost Trends of Electric Utility Construction, Table A13
Tab: 11.4 (Meters 4)
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CHARGE 6
PACIFICORP
Remaining Life Depreciation Rates
i 2] i3] 4] i8] ) Y|
Account 3/31/2002 IOWA Average NET SALVAGE
Number Description Balance CURVE Life Percent Amount
$ Yrs % $
TRANSMISSION PLANT
350.20 Land Rights 54,876,243 R5 70.00 0.00% -
352.00 Structures & Improvements 45,197,864 R2 65.00 -10.00% (4,5619,786)
353.00 Station Equipment 718,061,371 R15 58.00 -5.00%  (35,903,069)
353.70 Supervisory Equipment 40,342,241 R1 20.00 -5.00% (2,017,112)
354.00 Towers & Fixtures 346,136,577 S6 60.00 -30.00% (103,840,973)
355.00 Poles & Fixtures 424,474,180 R3 50.00 -30.00% (127,342,254)
356.00 OH Conductors & Devices 540,424,061 R5 60.00 -40.00% (216,169,624)
356.20 Clearing 30,346,133 RS 70.00 0.00% -
357.00 UG Conduit 2,363,978 R2 60.00 -90.00% (2,127,580)
358.00 UG Conductors & Devices 3,913,828 R2 50.00 -20.00% (782,766)
359.00 Roads & Trails 10,989,661 R5 70.00 0.00% -
Total Transmission Plant 2,217,126,137 57.23  -22.22% (492,703,164)
Use 57 Years
U] [2] [3]
Account 3/31/2002
Number Description Balance
TRANSMISSION PLANT excludes land accounts
352.00 Structures & Improvements 45,197,864 2.00 2.09% 0.0418
353.00 Station Equipment 718,061,371 1.50 33.21%  0.4981
353.70 Supervisory Equipment 40,342,241 1.00 1.87% 0.0187
354.00 Towers & Fixtures 346,136,577 - 16.01% -
355.00 Poles & Fixtures 424,474,180 3.00 19.63%  0.5889
356.00 OH Conductors & Devices 540,424,061 5.00 24.99%  1.2497
356.20 Clearing 30,346,133 5.00 1.40% 0.0702
357.00 UG Conduit 2,363,978 2.00 0.11%  0.0022
358.00 UG Conductors & Devices 3,913,828 2.00 0.18%  0.0036
359.00 Roads & Trails 10,989,661 5.00 0.51% _ 0.0254
Total Transmission Plant 2,162,249,894 100.00% 24986 UseR 25
PACIFICORP
Remaining Life Depreciation Rates
(1 [2] [3] [4] 5] [6] [7]
Account 3/31/2002 IOWA Average NET SALVAGE
Number Description Balance CURVE Life Percent Amount
$ Yrs % $
DISTRIBUTION PLANT (OREGON)
360.20 Land Rights 3,556,253 R4 50.00 0.00% -
361.00 Structures & Improvements 10,867,743 R2 60.00 -10.00% (1,086,774)
362.00 Station Equipment 144,719,084 R2 50.00 -30.00% (43,415,725)
362.70 Supervisory & Alarm Equipment 3,071,319 R3 15.00 0.00% -
364.00 Poles, Towers & Fixtures 245,988,097 R1.5 38.00 -90.00% (221,389,287)
365.00 OH Conductors & Devices 192,628,003 R15 4500 -50.00% (96,314,002)
366.00 UG Conduit 63,050,759 S1 60.00 -40.00% (25,220,304)
367.00 UG Conductors & Devices 106,484,060 R2.5 4500 -15.00% (15,972,609)
368.00 Line Transformers 299,068,104 R1 38.00 0.00% -
369.10 Overhead Services 48,305,407 R1.5 50.00 0.00% -
369.20 Underground Services 83,849,378 R2.5 45.00 0.00% -
370.00 Meters 56,004,340 R1 27.00 0.00% -
371.00 1.O.C.P. 2,474,569 S-5 20.00 -5.00% (123,728)
373.00 Street Lighting & Signal Systems 15,643,963 R1 40.00 -15.00% (2,346,594)
Total OREGON Distribution Plant 1,275,711,079 4268 -31.82% (405,869,024)
Use 43 years
DISTRIBUTION PLANT excludes land accounts (OREGON)
361.00 Structures & Improvements 10,867,743 2 0.85% 0.017086 Curves:
362.00 Station Equipment 144,719,084 2  11.38% 0.227518 R=positive
362.70 Supervisory & Alarm Equipment 3,071,319 3 0.24% 0.007243 L=negative
364.00 Poles, Towers & Fixtures 245,988,097 1.5 19.34% 0.290045 S=0
365.00 OH Conductors & Devices 192,628,003 15 15.14% 0.227128
366.00 UG Conduit 63,050,759 0 4.96% 0 R means right of the standard
367.00 UG Conductors & Devices 106,484,060 25 8.37% 0.209259 L means left of the standard
368.00 Line Transformers 299,068,104 1  23.51% 0.235088 S is at the standard
369.10 Overhead Services 48,305,407 15 3.80% 0.056957
369.20 Underground Services 83,849,378 25 6.59% 0.164778
370.00 Meters 56,004,340 1 4.40% 0.044023
371.00 1.O.CP. 2,474,569 0 0.19% 0
373.00 Street Lighting & Signal Systems 15,643,963 1 1.23% 0.012297
Total OREGON Distribution Plant 1,272,154,826 100.00% 1.491422 Use R 1.5
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Q. Please state your name, business address and present position with
PacifiCorp (the Company).

A. My name is Mark H. Smith. My business address is 825 NE Multnomah, Suite
600, Portland, Oregon 97232. My present position is Planning Director of
Resource Planning.

Qualifications

Q. Briefly describe your educational and professional background.

A. I hold a Bachelor of Science degree in Geography from Portland State University.
I have been employed by PacifiCorp in Portland, Oregon since 1981. Since that
time I have held a variety of positions including Hydro Scheduling, Resource
Planning, and Power System Modeling, working for the majority of my career in
the field of hydroelectric generation and water management. I have been in my
current position as a Planning Director since October 2001.

What are your responsibilities as Planning Director?

I am currently responsible for daily power generation scheduling, long range
generation planning, and water management with respect to PacifiCorp’s
Hydroelectric projects, including the Klamath Hydroelectric Project. I am
responsible for operational and water management decisions that include:
PacifiCorp’s commitment to resource stewardship; PacifiCorp’s obligation to
minimize generation costs to customers; PacifiCorp’s ability to satisfy minimum
flow requirements below Iron Gate Dam; PacifiCorp’s obligation to operate Lake
Ewauna within contractually obligated elevations; and PacifiCorp’s obligation to

operate Upper Klamath Lake during high runoff conditions. In addition, I am the
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primary contact with the U.S. Bureau of Reclamation (“USBR”) and other federal
and state resource agencies with respect to operations of the Klamath River in

conjunction with the Klamath Hydroelectric Project.

Purpose of Testimony

Q.

A.

What is the purpose of your testimony?

My testimony is in response to the Commission’s Order No. 05-726 in UE-171
and the issues list adopted in the August 17, 2005 Ruling in this case.
Specifically, I will address changed circumstances related to the 1956 contract
with the U.S. Bureau of Reclamation, and the issue of value, asserted by the
irrigators, to the Company of irrigation pumping in the Upper Klamath River
Basin (the Basin). I explain that whatever value to the Company and its
customers that might have existed in the past from the Klamath Irrigation Project
has been largely diminished or eliminated as a result of United States Bureau of
Reclamation and Klamath Irrigation Project water management policies, practices
and requirements associated with (1) Endangered Species Act (ESA)
requirements, (2) Tribal Trust requirements, (3) irrigation needs, and (4) ensuring

full delivery of water to agricultural users.

Background

Q.

A.

Please briefly describe the Company’s hydroelectric operations in the Basin.
The Company operates seven hydroelectric generating facilities along
approximately 65 miles of the Klamath River from the Link River Dam at Upper
Klamath Lake to the Iron Gate Dam. The Link River Dam is the point of

diversion for the Eastside and Westside Developments, which are owned and
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operated by PacifiCorp and are part of the Klamath Hydroelectric Project.
However, the Company is not seeking relicensing of the Westside and Eastside
plants at the Link River Dam above Keno. Water for the USBR Klamath
irrigation project is diverted by USBR from Upper Klamath Lake through the “A-
canal,” just upstream of the Link River Dam.

Generation from the five facilities below Keno obviously varies, but the
average over the last forty-two years has been approximately 735,000 MWh’s
annually. The diagram attached as PPL Exhibit 1801 depicts in a very simple
manner the dams and generation facilities along the Klamath River, from Upper
Klamath Lake to Iron Gate.

Have you read Doug Larson’s direct testimony in this case regarding the
Company’s plans to move Klamath River Basin irrigators to standard tariff
rates?

Yes, I have.

Are you familiar with the two contracts to which he refers, the USBR and
UKRB contracts?

Yes. Both contracts were entered into by the California Oregon Power Company,
or “Copco,” a predecessor of PacifiCorp. The USBR, or “On-project” contract
was entered into with the U.S. Bureau of Reclamation and allowed for the
Company’s operation of the Link River Dam in a particular manner, and also
provides for discounted rates for electric service for irrigation pumping on
“Project Land.” “Project Land” is essentially land in the Basin lying within a

public district or service area of an association, and land of individuals or
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corporations in the Basin, which have contracted with the United States, pursuant
to federal reclamation laws, for water service. The UKRB, or “Off-project”
contract was entered into with the Klamath Basin Water Users Protective
Association (the “Association”) and provides for discounted rates for certain
electric service for irrigation of “off-project” land within the boundaries of the
Basin.

And with respect to Mr. Larson’s statement that “Both USBR and UKRB
prices were premised on the value provided by the Klamath irrigation
project to Klamath hydroelectric generation, and hence to the utility’s other
customers,” please describe the “value” which has historically been
recognized from the project.

The benefit or value received by the Company and its customers has been
described in various manners. With regard to the USBR Contract, which was
required under the Company’s original license for the Project issued in 1954, the
Company received the continued ability to operate the Link River Dam in a
certain manner that allowed it to enhance generation downstream, although there
were still constraints on the Company. What the Company received in exchange
for the discounted rates in the UKRB Contract has been described as the
withdrawal by the Association of its objections to the proposed USBR Contract in
1955 (See November 1955 Agreement, submitted with PacifiCorp’s Motion for
Summary Disposition in UE 171). Consideration for the discounted rates in the
UKRB Contract was alternatively described as “increased flow of water caused by

the development of lands for agricultural purposes within the Upper Klamath
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River Basin, which increased flow will be used for the generation of electric
power in Copco’s proposed dam improvements on the Klamath River below
Keno,” as reflected in the April 30, 1956 Agreement between Copco and the
Association.

Turning first to the USBR Contract, does the Company still have the same
operational flexibility for the Link River Dam as it had in 1956?

Not at all. By 1997, the Company had lost much or all of the discretion it had in
its operation of the Dam, and proposed rescinding the USBR Contract for
operation of the Dam. However, the Company and the Bureau instead entered
into a Temporary Modification of the USBR Contract in June 1997, providing that
the Company would continue to operate the Dam, but would turn over
discretionary responsibility for specifying Klamath River flow and Upper Klamath
Lake elevations as contained in the Bureau’s 1997 Operations Plan for the
Klamath Project. In that Temporary Modification, the Bureau recognized:

“In recent years, . . . it has become evident that the water supply in the
Klamath Basin cannot always meet the needs of the species listed pursuant to the
Endangered Species Act (ESA), Tribal trust resources, irrigated agriculture, and
wildlife refuges. As a result, PacifiCorp’s ability to exercise its discretion in
operating Link River Dam for power purposes has been restricted. In addition, the
most recent listing of the Coho salmon under the ESA by the National Marine
Fisheries Service has caused Reclamation to review its Klamath Project
operations.”

The Company and the Bureau have extended the Temporary Modification from
year-to-year since 1997, except that the extensions related to the then-current

operating plans rather than the 1997 plan. Under those operating plans, the

Bureau has specified Klamath River flows and Upper Klamath Lake levels so as
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to severely limit the Company’s operational flexibility and essentially eliminate
any enhanced generation capability originally obtained under the 1956 USBR
Contract. For instance, because of need to follow USBR directions regarding lake
levels and flow rates, the option to use water for hydroelectric production in high
electricity demand months or to store water in low demand months is not
consistently available to PacifiCorp.

And with regard to the UKRB Contract, does the Company receive some
quantified value in return for providing discounted rates to the Off-project
irrigators?

I’1l answer that with respect to each of the two benefits or considerations that I
referred to above. First, as to the Association withdrawing its objections to the
USBR Contract, to the extent that was a benefit, it was done fifty years ago, and
the benefit will go away at the time the USBR Contract expires. As to the
“enhanced flow” consideration recited in the April 1956 Agreement, I think it is
first appropriate to look at just what the Association was agreeing to provide in
exchange for the discounted rates. When I look at the April 1956 Agreement, I
don’t see an obligation on the part of the Association to do anything, let alone
provide any amount of enhanced or return flow. The Association even
recognized, in 1954 when it was seeking discounted rates for its irrigators, that
there might be no return flow, stating in a letter to the Hydroelectric Commission
of Oregon the Association’s position that lower power rates should be available
for those “having State water rights as long as the return flow from their lands, if

any, would return to the Klamath River above Keno.” (Minutes of Klamath Basin
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Water Users Protective Association, June 25, 1954; produced in discovery by
KWUA, doc.00213; emphasis added). Also, we must consider the source of any
enhanced or return flow. Thus, in order to ascribe any value to enhanced or return
flow, we need to assume not only that there will be such flow, but also that the
flow to which we ascribe value is flow that would not have occurred but for the
discounted rates. Otherwise, we’d be giving the irrigators something (discounts)
for nothing. Further, we would need to assume that any such incremental flow is
not offset by reduced flow in the River as a result of increased irrigation, since as I
noted above, the water for the irrigation project is diverted from the Klamath
River upstream from the Link River Dam. Given those assumptions, and other
assumptions and variables that must be considered when trying to determine the
level of any value of irrigation at discounted electric rates, the task of quantifying
value with any degree of reliability is extremely difficult, if not impossible. This
would likewise be the case for On-project irrigation.

Can you briefly describe the hydrology of the Klamath River Hydroelectric
Project and how the Klamath Irrigation Project affects PacifiCorp
operations?

Yes. The hydrology of the Klamath River project has two distinctly different
characteristics. In the upper basin, inflow to Upper Klamath Lake is relatively
stable, but can be affected with a large variability of flow due to heavy rainfall or
rapid snow melt. In the lower basin (hydroelectric project), increases in flow
below JC Boyle tend to be much more volatile with large and frequently rapid

fluctuations resulting from heavy rain.
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Also, the Klamath irrigators have the ability to move water around large areas of
the basin. Return or enhanced flow could originate from surface water sources
such as the Williamson River, ground water pumping, or as surface runoff. To my
knowledge, water diverted to and from the Klamath River is not comprehensively
measured, nor is it strictly accounted for.

Finally, it should also be mentioned that much of the inflow variability to/from the
irrigation project has detrimental effects on PacifiCorp’s generation schedules and
water management objectives. The hydroelectric project acts as a buffer of large
inflow fluctuations introduced by the irrigation project, while PacifiCorp is
responsible to maintain strict ramping rates introduced in 1997 (i.e., the rates of
increase or decrease in flow) in Link River and the Klamath River below Iron
Gate Dam that were not considered in the 1956 contract. The result of this
buffering is lack of certainty and predictability of power generation schedules
which creates production and financial risk for PacifiCorp. Significant hydrologic
variability can be attributed to inflow or withdrawal of water from the Lake
Ewauna reach of the Klamath River above Keno Dam. Withdrawals can reach
approximately 500-750 cfs during the peak irrigation season, while inflows can
reach as high as approximately 3,500 cfs. These flows can change rapidly, and
frequently exceed allowable ramping criteria below Link River Dam and Iron
Gate. PacifiCorp must modify its operations (generation output) to remain in
compliance with ramping guidelines established by the US Fish & Wildlife

Service and NOAA Fisheries as part of the Biological Opinions.
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Has the Company attempted to determine the value of return or enhanced
flow, whether from On-project or Off-project irrigation?

The Company has been unable to develop a reliable mechanism that could be
objectively employed to quantify and attribute incremental hydroelectric
production value that may be provided to Klamath operations through the specific
action of Klamath Basin irrigators and/or the Bureau, let alone what value could
be attributed to the provision of discounted electric rates. One challenge in doing
so has been to differentiate incremental changes in value from the underlying
hydroelectric production values that might occur naturally (that is, due simply to
basin hydrology). The most significant return or enhanced flows typically occur at
a time when the project is experiencing surplus flow in the Klamath River
resulting in water spilled past project generation facilities. However, as recently
as this past water year which ended September 30, 2005, US Geological Survey
streamflow records showed that there had been a net loss of water from the river
between Link River and Keno Dam (Lake Ewauna).

Since 1997, and as ESA requirements have increasingly constrained
PacifiCorp’s operations, it has become increasingly difficult to consider any
inflow from the irrigation project to as providing a positive value. While it’s true
some of the water does produce generation, that same water can create operational
and financial risk and can disrupt generation schedules.

I have to say that we have no definitive evidence that providing discounted rates
to irrigators in the Basin now provides value to the Company’s hydroelectric

operations. The potential uncertainty introduces increased risk that must be
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mitigated by the Company’s hydroelectric system downstream from the irrigators.
Do the Klamath Irrigators provide any flexibility to the Company in its
operation of the Klamath hydroelectric plants?

No.

Even if it were established, under the Company’s current operating
parameters, that there is some value in providing discounted rates to the
irrigators in the Basin, is there any assurance that such value would
continue?

No. Any determination of value would be based on quite a number of variables,
and changes in those variables will obviously change the value, potentially
eliminating it or creating a negative value, or detriment. One of the biggest
sources of variables right now is the Company’s relicensing proceeding at FERC.
Assuming FERC issues a new license, we do not know the conditions that FERC
will attach to the license. At the least, based upon stakeholder discussions to date,
we anticipate increased bypass flow requirements at the JC Boyle and Copco No.
2 dams, and more restrictive ramp rates. These conditions will reduce value of
generation at the Klamath Project facilities.

If you were able to determine a current value of increased flow due to
irrigation practices in the Basin, assuming such increased flow was found to
exist, would that value remain constant from year to year?

No. As Isaid above, a determination of value is based on many variables, and
many of those variables will change from year to year. For instance, the cost of

power in the wholesale market will not remain constant, and while we can use a
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forecast for estimating value, one thing that is virtually certain is that the forecast
will not precisely match actual market prices in years to come. Similarly, natural
stream flows and levels of irrigation pumping will vary from month to month and
year to year.

Does this conclude your testimony?

Yes it does.
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