
 

 

 
TEL (503) 241-7242     ●     FAX (503) 241-8160     ●     mail@dvclaw.com 

Suite 400 
333 SW Taylor 

Portland, OR 97204 
 

  
 

 
 

May 26, 2010 
 
Via Electronic and U.S. Mail 
 
Public Utility Commission 
Attn: Filing Center 
550 Capitol St. NE #215 
P.O. Box 2148 
Salem OR 97308-2148 
 

Re: In the Matter of PACIFICORP Application to Implement the Provisions of 
Senate Bill 76.  Docket No. UE 219 

 
 

 
Dear Filing Center: 
 
  Enclosed please find an original and five copies of the Direct Testimony of 
Randall J. Falkenberg (ICNU/100) with Exhibit (ICNU/101) on behalf of the Industrial 
Customers of Northwest Utilities in the above-referenced docket. 
 
Thank you for your attention to this matter.  
 

Sincerely yours, 
 
/s/Kelli R. Madden  
Kelli R. Madden 
Paralegal 

 
Enclosures 
cc: Service List 



 

PAGE 1 – CERTIFICATE OF SERVICE 

CERTIFICATE OF SERVICE 
 

I HEREBY CERTIFY that I have this day served the foregoing Direct Testimony 

of Randall J. Falkenberg on behalf of the Industrial Customers of Northwest Utilities upon the 

parties, on the service list, by causing the same to be deposited in the U.S. Mail, postage-prepaid, 

and via electronic mail where paper service has been waived.  

Dated at Portland, Oregon, this 26th day of May, 2010. 

 
/s/Kelli R. Madden  
Kelli R. Madden 
 

OREGON PUBLIC UTILITY COMMISSION         
ED DURRENBERGER (C) (HC) 
PO BOX 2148 
SALEM OR 97308-2148 
ed.durrenberger@state.or.us 

PACIFICORP 
OREGON DOCKETS 
825 NE MULTNOMAH ST STE 2000 
PORTLAND OR 97232 
oregondockets@pacificorp.com 
 

AMERICAN RIVERS 
BRETT SWIFT 
320 SW STARK ST., STE. 418 
PORTLAND, OR 97204 
bswift@amrivers.org 

DEPARTMENT OF JUSTICE         
DAVID HATTON (C) (HC) 
ASSISTANT ATTORNEY GENERAL 
REGULATED UTILITY & BUSINESS SECTION 
1162 COURT ST NE 
SALEM OR 97301-4096 
jason.w.jones@state.or.us 

(W) S. CRAIG TUCKER 
PO BOX 282 
ORELEANS, CA 95556 
ctucker@karuk.us 

CABLE HUSTON BENEDICT HAAGENSEN & LLOYD 
LLP 
J. LAURENCE CABLE 
RICHARD LORENZ 
1001 SW FIFTH AVE., SUITE 2000 
PORTLAND, OR 97204-1136 
lcable@cablehuston.com 
rlorenz@cablehuston.com 

(W) CITIZENS' UTILITY BOARD OF OREGON         
GORDON FEIGHNER  (C) (HC) 
ROBERT JENKS  (C) (HC) 
G. CATRIONA MCCRACKEN  (C) (HC) 
RAYMOND MYERS  (C) (HC) 
KEVIN ELLIOTT PARKS  (C) (HC) 
610 SW BROADWAY, SUITE 308 
PORTLAND OR 97205 
gordon@oregoncub.org         
bob@oregoncub.org         
catriona@oregoncub.org         
ray@oregoncub.org         
kevin@oregoncub.org 

(W) KLAMATH TRIBES AND KLAMATH WATER 
CARL ULLMAN 
PO BOX 957 
CHILOQUIN, OR 97624 
Bullman3@earthlink.net 



 

PAGE 2 – CERTIFICATE OF SERVICE 

 

MCDOWELL & RACKNER PC 
KATHERINE A MCDOWELL  
520 SW SIXTH AVE - SUITE 830 
PORTLAND OR 97204 
katherine@mcd-law.com 

NATURAL HERITAGE INSTITUTE  
RICHARD ROOS-COLLINS 
100 PINE ST., STE 1550 
SAN FRANCISCO, CA 94111 
rrcollins@n-h-i.org 
 

(W) NCCFFF 
MARK C. ROCKWELL 
19737 WILDWOOD WEST DR 
PENN VALLEY, CA 95946 
summerhillfarmpv@aol.com 

(W) OREGON DEPARTMENT OF ENVIRONMENTAL 
QUALITY 
STEVE KIRK (C) 
475 NE BELLEVUE DR 
BEND OR 97701 
steve.kirk@state.or.us 
 
CHRIS STINE  (C) 
165 E 7TH AVE., STE 100 
EUGENE OR 97401 
chris.stine@state.or.us 
 

(W) OREGON DEPARTMENT OF FISH AND 
WILDLIFE 
KEN HOMOLKA (C) 
RICK KEPLER (C) 
3406 CHERRY AVE NE 
SALEM OR 97303 
ken.homolka@state.or.us 
rick.j.kepler@state.or.us 

(W) OREGON DEPARTMENT OF JUSTICE 
KURT BURKHOLDER  (C) 
1515 SW 5TH AVE, STE 410 
PORTLAND OR 97201 
kurt.burkholder@doj.state.or.us 

(W) WATERWATCH OF OREGON  
LISA BROWN213 SW ASH ST - STE 208 
PORTLAND OR 97204 
lisa@waterwatch.org 

(W) OREGON WATER RESOURCES DEPARTMENT 
MARY GRAINEY  (C) 
725 SUMMER ST NE, STE A 
SALEM OR 97301 
mary.s.grainey@wrd.state.or.us 
RON C KOHANEK  (C) 
725 SUMMER ST NE, STE A 
SALEM OR 97301 
ron.c.kohanek@wrd.state.or.us 

(W) PACIFIC COAST FEDERATION OF 
FISHERMEN'S ASSOC  
GLEN H SPAIN  (C) 
NW REGIONAL DIRECTOR 
PO BOX 11170 
EUGENE OR 97440-3370 
fish1ifr@aol.com 

(W) SALMON RIVER RESTORATION COUNCIL 
PETER BRUCKER  
HCR 4 
BOX 1089 
SAWYERS BAR CA 96027 
ptb92day@gmail.com 

(W) TROUT UNLIMITED 
CHARLTON H BONHAM  (C) 
1808B 5TH STREET 
BERKELEY CA 94710 
cbonham@tu.org 
KATE MILLER  (C) 
227 SW PINE STREET, SUITE 200 
PORTLAND OR 97204 
kmiller@tu.org 

(W) YUROK TRIBE 
JOHN CORBETTPO BOX 1027 
KLAMATH CA 95548 
jcorbett@yuroktribe.nsn.us 

  



 

PAGE 3 – CERTIFICATE OF SERVICE 

 



 

BEFORE THE PUBLIC UTILITY COMMISSION 
 

OF OREGON 
 

UE 219 
 

In the Matter of 
 
PACIFIC POWER & LIGHT, dba 
PACIFICORP 
 
Application To Implement the Provisions of 
Senate Bill 76  

) 
) 
) 
) 
) 
) 
) 

 
 

 
 
 

DIRECT TESTIMONY OF 
 

RANDALL J. FALKENBERG 
 

ON BEHALF OF 
 

THE INDUSTRIAL CUSTOMERS OF NORTHWEST UTILITIES 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

May 26, 2010 



ICNU/100 
Falkenberg/1 

I.  INTRODUCTION AND SUMMARY 1 

Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 2 

A. Randall J. Falkenberg, PMB 362, 8343 Roswell Road, Atlanta, Georgia 30350. 3 

Q. PLEASE STATE YOUR OCCUPATION, EMPLOYMENT, AND ON WHOSE 4 
BEHALF YOU ARE TESTIFYING. 5 

A. I am a utility regulatory consultant and President of RFI Consulting, Inc. (“RFI”).  I am 6 

appearing on behalf of the Industrial Customers of Northwest Utilities. 7 

Q. WHAT CONSULTING SERVICES ARE PROVIDED BY RFI? 8 

A. RFI provides consulting services related to electric utility system planning, energy cost 9 

recovery issues, revenue requirements, cost of service, and rate design. 10 

Q. PLEASE SUMMARIZE YOUR QUALIFICATIONS AND APPEARANCES. 11 

A. My qualifications and appearances are provided in Exhibit ICNU/101.   12 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 13 
 
A. My testimony addresses PacifiCorp’s request that the Commission find Schedule 199 is 14 

fair, just and reasonable, along with certain other requests in this proceeding. 15 

Q. PLEASE EXPLAIN PACIFICORP’S REQUEST IN THIS CASE. 16 

A. PacifiCorp is requesting the Commission find that Schedule 199 is fair, just and 17 

reasonable.  Schedule 199 is already implemented by the Company and is intended to 18 

collect $16.2 million per year to provide funding for a Klamath Dam removal trust fund 19 

resulting in a 1.6% overall increase in rates.  These charges would amount to more than 20 

$100,000 for the average Schedule 48 customer.  The Company also requests that the 21 

“subject to refund” provision currently included in Schedule 199 be removed and the 22 

Commission recognize that SB 76 has preempted the operation of the Commission 23 

property transfer statute, ORS §757.480. 24 
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Q. PLEASE SUMMARIZE YOUR TESTIMONY. 1 

A. My conclusions and recommendations are as follows: 2 

1. The basis for the charges to be collected from this proceeding are unique and do 3 
not represent ordinary or necessary costs of utility service in the usual sense.  4 
Rather, they represent futures costs that may occur if various regulatory and 5 
political approvals are obtained and the Klamath dams are actually removed many 6 
years into the future.  However, political and regulatory approval in other states 7 
and Congress will determine the ultimate outcome of this issue.  As the 8 
Commission cannot control or predict the decisions of regulators in other states, 9 
the U.S. Congress, California voters or the U.S. Department of the Interior these 10 
rates should remain subject to refund.  The Commission should require the 11 
Company to track each customer’s share of the trust fund in case refunds are 12 
required. 13 
 

2. I recommend that the Commission require PacifiCorp to identify the Klamath 14 
surcharge on each customer’s monthly power bill and send out bill stuffers 15 
explaining the reasons for this charge and the status of the trust fund on an annual 16 
basis.  Customers should be made aware of the level and purpose of these charges. 17 
 

3. The Schedule 199 surcharge assumed to be necessary to fund the Oregon 18 
contribution to the Klamath Trust Fund is based on interest rate assumptions 19 
below prevailing market levels.  Recent testimony by PacifiCorp and other 20 
witnesses support higher interest rate assumptions and a lower surcharge.  On this 21 
basis I recommend a reduction to the initial surcharge of $1.72 million.  22 
 

4. The proposed surcharge tariff should reflect expected sales growth.  I recommend 23 
that the Commission set the surcharge tariff to schedule automatic reductions to 24 
account for sales growth and require periodic reviews of the tariff and trust fund 25 
to reset set the rate as needed. Without this type of adjustment, PacifiCorp may be 26 
overcollecting in the early period of the ten year collection period. 27 
 

5. I recommend the surcharge be collected on a similar basis as PacifiCorp’s 28 
proposed rate spread in UE 217 (an equal percentage basis from all customer 29 
classes.)  The UE 217 rate spread would minimize price impacts on customers 30 
while fairly reflecting cost of service and sending proper signals about increasing 31 
costs.  The Company’s proposed rate spread in this case would not promote these 32 
goals and is based on a faulty analysis, and unfairly harms industrial customers, a 33 
group with a notable decline in load. 34 
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II. KLAMATH DAM REMOVAL SURCHARGE ISSUES 1 

Q. WHAT IS THE BASIS FOR THE CHARGES PROPOSED IN THIS CASE? 2 

A. The charges to be levied in this case stem from a unique and unprecedented set of 3 

circumstances.  Under SB 76, the OPUC is required to collect Oregon’s share of $200 4 

million in order to create a trust fund for removal of the Klamath River dams.  In my 5 

experience removal of a vital, major hydroelectric power resource is unique and certainly 6 

runs contrary to the goals of increasing reliance on clean, cost effective renewable 7 

energy.  Further, the method of funding this endeavor is unique.  Ordinarily salvage value 8 

(whether negative or positive) is factored into deprecation rates and funded over the life 9 

of an asset.  The conventional recovery method is far lower in cost than the funding 10 

method prescribed under SB 76 because the salvage value becomes a rate base deduction 11 

(or addition in the case of removal costs.)  The traditional approach effectively funds the 12 

removal at the utility’s cost of capital (8.38% in PacifiCorp’s current rate case, UE 217) 13 

as opposed to an interest bearing account as required under SB 76.1

Q. WHY DO YOU CONTEND THAT THE COSTS UNDERLYING THESE 19 
CHARGES ARE NOT ORDINARY AND NECESSARY IN THE USUAL SENSE? 20 

/  Further, as the 14 

system grows the cost of removal would be spread over a larger number of billing units, 15 

reducing the unit costs to customers.  As compared to the ordinary ratemaking treatment, 16 

the total annual revenue requirement for assigned Oregon share is increased by more than 17 

30% under the funding mechanism and other requirements of SB 76. 18 

A. It is an ordinary requirement of utility ratemaking that any out of test year costs 21 

recovered in rates must be “known and measurable.”  In this case, there are a great 22 

number of regulatory and political hurdles this process must overcome before removal of 23 

                                                
1/  UE 217, PPL/300, Williams/3. 
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the Klamath dams occurs.  While obviously necessary to comply with the requirements of 1 

SB 76, dam removal costs of this sort needn’t be recovered in this manner, and recovery 2 

of these costs would not be limited to Oregon and California, as is assumed in SB 76 and 3 

the KHSA.  Nonetheless, SB 76 does make specific requirements to override ordinary 4 

ratemaking principles.   5 

Q. WHAT IS THE RELEVANCE OF THESE POINTS TO THE OUTCOME OF 6 
THIS PROCEEDING? 7 

A. I make these points simply to demonstrate that this issue is not inconsequential to 8 

Oregon.  While the surcharge as proposed is less than 2% of PacifiCorp’s revenue 9 

requirements, the total cost to Oregon is higher than would have been the case, absent SB 10 

76.  Further, the costs to Oregon in the future may be much higher as replacement power 11 

costs are incurred, and various other consequences of removal of the Klamath projects 12 

become apparent.  For these reasons, ICNU urges the Commission to recognize the 13 

significance and consequences of the decisions it renders in this case. 14 

Q. WHAT IS YOUR RECOMMENDATION IN THIS REGARD? 15 

A. The OPUC should require PacifiCorp to fully inform customers of the reasons for an 16 

impact of these charges via a surcharge on customer’s bills and a bill stuffer explaining 17 

the facts I’ve just outlined.  Customers deserve to be fully informed of this process. 18 

Q. THE INITIAL SURCHARGE IS SUBJECT TO REFUND.  PACIFICORP 19 
REQUESTS THAT THE COMMISSION REMOVE THE REFUND 20 
PROVISION.2

A. No.  There are a substantial number of regulatory and political approvals required before 22 

the KHSA goes into effect and the Klamath River dams are actually removed.  The 23 

outcome depends on the final results of the U.S. Department of Interior scientific study.  24 

/  DO YOU AGREE? 21 

                                                
2/ UE 219, PPL/200 Kelly/7. 
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Assuming the study is objective, it would be premature to assume an outcome.  Second, 1 

the Company also requests the Commission recognize that SB 76 has preempted the 2 

operation of the Commission property transfer statute, ORS § 757.480.  This is a standard 3 

property transfer requirement and similar regulations are in place in other states.  I am 4 

informed by counsel that Washington also has a similar requirement.  It is likely that 5 

similar requests will need to be filed in other states, and one cannot predict the outcome 6 

of those requests.  Further the KHSA is subject to Congressional approval, which should 7 

not be taken for granted given the national interest in renewable energy.  Removal of a 8 

vital hydroelectric resource runs contrary to our national goals to increase reliance on 9 

clean, renewable energy.  Finally, this entire issue is predicated on the assumption that 10 

California voters will approve a $250 million bond issuance to fund that state’s share of 11 

the decommissioning costs.  Given California’s current financial circumstances and 12 

possible difficulty in selling those bonds, this part of the process is far from certain.  13 

Thus, the likelihood that these dams will actually be removed is unclear and these funds 14 

should not be used by PacifiCorp for other purposes.  This is a significant rate increase 15 

for a particular purpose.   16 

Q. ASSUMING A REFUND IS REQUIRED AT SOME POINT, WHAT FORM 17 
SHOULD IT TAKE? 18 

A. SB 76 requires a non-bypassable charge be levied to collect Oregon’s share of the trust 19 

fund.  Just as customers are not allowed to “escape” from paying these charges, the 20 

Company should not be allowed to misallocate any refunds due to customers under these 21 

charges.  Consequently, I recommend the Company be required to maintain records 22 

sufficient to provide each customer with an exact dollar refund of all charges collected 23 

(with interest) if the various regulatory and Congressional approvals are not obtained or 24 
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the California referendum fails. This can be done by the Company setting up a tracking 1 

account to record each customer’s contributions to the trust fund.  Even customers who 2 

leave the system, or go out of business should be tracked so that appropriate refunds can 3 

be made in the event that the process is delayed or abandoned.  At a minimum these 4 

charges should be tracked on a customer class basis. 5 

Level of the Surcharge 6 

Q. PLEASE EXPLAIN HOW THE COMPANY DETERMINED THE SURCHARGE 7 
IT IS REQUESTING IN THIS CASE? 8 

A. The Company computed the surcharge based on projected 2011 sales levels using a 9 

constant annual collection amount at a level sufficient to recover Oregon’s share of the 10 

$200 million trust fund by December 31, 2019.  The Company assumed a 3.5% interest 11 

rate in this analysis. 12 

Q. IS THE 3.5% INTEREST RATE REALISTIC? 13 

A. It is well below the current rate for conservative interest bearing investments.  In the 14 

Company’s current general rate case, UE 217, the Company’s return on equity witness, 15 

Dr. Samuel Hadaway, testifies that current single A utility bonds have a yield of 5.73% 16 

and that he expects an increase to 6.27% in the near future.3/  Likewise, in testimony filed 17 

in the February 2010 Wyoming Docket No. 20000-352-ER-09, Michael Gorman reported 18 

a single A utility debt yield of 6.19%.4

Q. IS THIS A REASONABLE FORECAST FOR USE IN THIS PROCEEDING? 20 

/ 19 

A. Yes.  SB 76 requires the funds be invested in an interest bearing account. A diversified 21 

portfolio of single A utility debt would be a conservative investment strategy comprised 22 

                                                
3/ UE 217, PPL/200 Hadaway/37, Table 4. 
4/  Wyoming PSC Docket No. 20000-352-ER-09, Direct Testimony of Michael Gorman on Behalf of the 

Wyoming Industrial Energy Consumers, page 42. 
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of instruments well understood by the Commission.  I assume a 6% return based on the 1 

figures quoted above, assuming a reasonable management fee for the trust fund.  Use of a 2 

6% annual interest rate will reduce the initial surcharge from $16.16 million to $14.44 3 

million, a reduction of $1.72 million. This results in a 1.45% initial surcharge as opposed 4 

to the 1.63% average surcharge proposed by the Company.  Given the difficult economic 5 

environment in Oregon, the Commission must take all steps possible to reduce the rate 6 

inputs to customers.   7 

Q. WHAT IF INTEREST RATES INCREASE IN THE YEARS AHEAD.  8 
WOULDN’T THIS REDUCE THE MARKET VALUE OF THE LONGER TERM 9 
INVESTMENTS? 10 

A. Increasing interest rates would likely reduce the cost of meeting the obligation 11 

substantially because it would increase the earnings of incremental contributions.  Short-12 

term rates are now at or near all-time lows based on the Federal Reserve Board’s current 13 

policies.  If short term rates rise, the Net Present Value of the funding obligation will 14 

decrease, rather than increase.  However, future interest rates are unknown and it would 15 

be logical to plan on resetting the surcharge periodically to best reflect interest rate 16 

changes, for reasons I will discuss shortly. 17 

Q. IS SALES GROWTH FACTORED INTO THE SURCHARGE CALCULATION? 18 

A. No.  However, the Company now forecasts sales growth slightly in excess of 1% per 19 

annum in its forecast of Oregon loads in its March 2010 IRP update.  This sales growth 20 

will increase the level of collections under the surcharge each year and should be 21 

reflected in the rates charged. 22 
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Q. HOW DO YOU RECOMMEND THAT BE DONE? 1 

A. The OPUC has various options.  The Company proposes to self-monitor collections and 2 

sales growth5

Rate Spread 10 

/ and suggests it may request adjustments at some point in the future.  This 3 

provides the Company too much latitude.  Instead, I recommend the Commission 4 

schedule periodic adjustments to reflect changes in sales, interest rates and all of the other 5 

“known unknowns” related to this issue.  The schedule of reductions related to sales 6 

growth should be built into the tariffs and provide for an annual decrease in the charges 7 

based on the sales growth rates used in the current IRP which is approximately 1% per 8 

annum overall. 9 

Q. DO YOU AGREE WITH THE COMPANY’S PROPOSED RATE SPREAD IN 11 
THIS CASE? 12 

A. No.  The Company proposes to charge Schedule 48 customers a disproportionate amount 13 

for these costs.  The Company proposes a 2% surcharge for Schedule 48, as compared to 14 

an average increase of 1.6% overall and only 1.5% from Residential customers.  I find 15 

this rather odd, as this is primarily a political decision and the Company is proposing to 16 

shield the only customers who have voting rights from some of these costs.   17 

Q. WHAT IS YOUR RECOMMENDED RATE SPREAD? 18 

A. I recommend an equal percentage increase for all customer classes.  This is consistent 19 

with the methodology proposed by the Company in Docket UE 217, and would be a 20 

reasonable approach for this case.  There is little reason to assume the Company should 21 

follow an equal percentage increase for its general rate case, but use a different method 22 

for this case.   23 

                                                
5/ UE 219, PPL/200 Kelly/8. 
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Q. HOW DOES THE COMPANY JUSTIFY ITS RATE SPREAD IN UE 217? 1 

A. In that case, Mr. William Griffith testifies as follows: 2 

Based on the cost of service results and in order to achieve the Company's 3 
rate spread objectives in this case, the Company proposes a uniform net 4 
percentage increase to residential, general service, agricultural pumping, 5 
and large general service rate schedules. For lighting schedules, the 6 
Company proposes no net rate change. The Company's proposed rate 7 
spread strikes a balance between moderating rate impacts on customers, 8 
while sending proper price signals about increasing costs.   9 
 

  UE 217, PPL/1700 Griffith/6. 10 

There is no reason why the same reasoning shouldn’t apply in this case.  11 

However, there is no basis for excluding the lighting schedules from this charge.  As the 12 

lighting schedules are a very small component of overall revenues, this change from the 13 

UE 217 methodology is insignificant. 14 

Q. HOW DOES MS. KELLY PROPOSE TO DETERMINE THE RATE SPREAD? 15 

A. Ms. Kelly proposes to spread the surcharge on the basis of total generation revenue 16 

requirements, with a floor of 1.5% and a cap of 2%.6

                                                
6/  UE 219, PPL/200 Kelly/9. 

/  Total generation revenue 17 

requirements include both demand and energy related costs.  Demand related costs are 18 

fixed costs of production, while energy related costs vary with consumer usage (e.g. 19 

fuel). Her proposal is flawed.  Dam removal costs, if recovered via ordinary depreciation 20 

schedules, are independent of energy usage.  In ordinary circumstances they would be 21 

considered demand related costs and should not be spread on the basis of energy usage.  22 

Second, these are fundamentally a future rather than present cost.  In a future time period, 23 

the rate impact of this decision will be felt, and the low cost hydro energy will be 24 

replaced by much higher cost renewable energy.  Nearly all forms of renewable energy 25 

(e.g., wind and solar) rely heavily on investment related costs.  These are again, demand 26 



ICNU/100 
Falkenberg/10 

related costs.  Finally, as a matter of equity, all customers should share equally in the 1 

burdens of the removal of the Klamath projects.  The Company proposal 2 

disproportionately allocates the costs to larger customers, particularly given the 3 

decreasing number and load of PacifiCorp’s industrial customers.   4 

As I noted above, these are not ordinary and necessary costs in the usual sense, so 5 

conventional cost of service reasoning has little bearing on the rate spread determination 6 

in this case.  In reality, these costs are akin to a governmentally imposed tax, fiat or 7 

tribute, and should not be viewed as conventional ratemaking costs with conventional 8 

logic applied.  The closest analog might be a Special Purpose Local Option Sales Tax 9 

(“SPLOST”) dedicated to a specific purpose.  As the SB 76 legislation refers to a revenue 10 

based test (the 2% rate cap), it would be most reasonable to treat this as a revenue tax and 11 

apply the same percentage increase to all customer classes.  Consequently, I recommend 12 

a 1.45% initial surcharge be applied to all customer bills.  Though purely by coincidence, 13 

this is essentially the same level as the Company’s proposed surcharge for residential rate 14 

schedules.  Consequently, the ICNU proposal can be adopted without any change to 15 

residential rates.  If the Company’s recommended surcharge level is approved then the 16 

charge should be 1.63% for all customer classes.  If Ms. Kelly had used a floor of 1.63%, 17 

rather than 1.5%, her methodology would produce similar results. 18 

Q.  DO YOU HAVE ANY FURTHER THOUGHTS ON THE RATE SPREAD? 19 

A. Yes, there is no support for penalizing industrial customers. Certainly, I am unaware of 20 

any legislative history of SB 76 to suggest that industrial customers would pay a 21 

disproportionately higher amount for the Klamath dam removal. This approach is 22 
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inequitable, not found in the law or in its legislative history, and punitive to a group that 1 

is already in very hard economic times. 2 

Q. DOES THIS CONCLUDE YOUR TESTIMONY? 3 

A. Yes. 4 
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