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Q. PLEASE STATE YOUR NAWME, OCCUPATION, AND BUSINESS
ADDRESS.

A. My name is Ming Peng. My business addréés is 550 Capitol Street NE Suite
215, Salem, Oregon 97301-2551.

Q. PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND WORK
EXPERIENCE. . |
My Witness Qualification Statement is found in Exhibit Staff/201.

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY?

A. Oregon Revised Statute (ORS) 757.734(1) requires the Commission to
determine a new depreciation schedule for the Klémath Project, based upon
the assumption that the dams (J. C. Boyle Dam, Copco 1 Dam, Copco 2 Dam,
and lron Gate Dam) will be removed in 2020. My ftestimony recommends the
appropriate depreciation schedule for each of the four dams based on the
assumption that the dams will be removed in 2020.

Q. DID YOU PREPARE AN EXHIBIT FOR THiS DOCKET?

A. Yes. | prepared dne exhibit. Exhibit Staff/202 is a copy of my recommended
depreciation schedule for each of the four dams by FERC account.

d. HOW IS YOUR TESTIMONY ORGANIZED?

A. My testimony is organized as follows:

1. Background of the depreciation filing for the Klamath dams

2 Caleulation of the new depreciation schedules

UE 219 STARFODD
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- 1. BACKGROUND OF THE KLAMATH DAMS DEPRECIATION FILING

Q. WHY DID PACIF[CORlP REQUEST A NEW DEPRECIATION SCHEDULE
FOR THE KLAMATH PROJECT?

A. ORS 757.736(2) allows PacifiCorp fo collect two surcharges from its customers
for the purpose of funding the costs of removal for the Klamath River dams (J.
C. Boyle Dam, Copeo 1 Dam, Gopeo 2 Dam, and Iron Gate Dam). ORS
757.734(1) requires the Commission to determine a new depreciation
schedule for each of the four dams of the Klamath Project, based upon the
assumption that the dams will bé removed in 2020.

The Company requests that the Commission determine the depreciation
schedule within six months of execution of the Klamath Hydroelectric
Settlement Agreement (KHSA), or by August 18, 2010, pursuant _to ORS
757.734(1). The changes in the deprec;iation schedules would be effective
January 1, 2011, and Teflected in rates resulting from the Company's current

general rate case proceeding, Docket No. UE 217.

2. CALCULATION OF THE NEW DEPRECIATION SCHEDULES

Depreciation Concepts

Q. WHAT IS DEPRECIATION AND WHAT IS A DEPRECIATION SCHEDULE?

U218 STAFFO2D
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A. Depreciation is a term used to deseribe the reduction in the value of an asset
over a number of years. A Depreciation Schedule is a table that shows the
amount of depreciation expense for each period over the span of the asset's life.

Q. WHAT ARE PLANT ADD!TIONS RETIRENMENTS, AND BALANCES?

A. An annual plant addition is the original cost of plant added {o the account during
the year. An annual retlrement is the or;ganal cost of a prior addition that is now

" removed from service during the year. The plant balance at the year-end is the
difference between the plant additions and the retirements.

Q. WHAT 1S NET BOOK COST?

A. The net book cost {also called the net plant balance or net book balance) is the
recorded cost of assets minus the accumulated depreciation of those assets.

Q. WHAT IS THE ACCUMULATED DEPRECIATION?

A. Accumulated depreciation (also called depreciation reserve) is a cumulative

amount of the previously recorded depreciation expense.

Q. WHAT IS THE LIFE SPAN METHOD?

A. The life span method is based on the premise that all plant within a property

group will retire concurrently a specific number of years after the Initial
placemeﬁt. There may be interim additions and retirements; however, all plaht is

assumed to be subject to a final retirement.

Depreciation Calculation

Q.- WHAT ASSUMPTIONS ARE USED TO CALCULATE THE FOUR

DEPRECIATION SCHEDULES?

L2 248 STAFFO0D
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A. For each of the four dams, the depreciation calculation does not contain any
salvage or cost of removal estimates; and does not contain any estimates of
interim additions or interim retirements. |

Q. HOW IS THE ANNUAL DEPRECIATION EXPENSE CALCULATED?
in the response to Staff's data request, PacifiCorp provided data by FERG
accounts and by individual dam location for each of the four dams.

| derived the annual depreciation expense by taking the remaining net plant
. balance as of June 30, 2009 for sach of the dams and dividing by the remaining
10.5-year life of each dam (the period between June 30, 2009 and December
31, 2019).
The straight-line depreciation rate is 8.4 percent. When this rate is applied
to Oregon’s share of the gross plant, ‘valued at $21.38 miliion, it produces a
collective $1.37 million annhual depreciation expense for the four dams. (See
details for each of the four dams in the attachment).
Q. WHAT IS THE EFFECTIVE DATE FOR THE DEPRECIATION SCHEDULE
CHANGES AND RESULTING RATE CHANGES?

A. Changes in the depreciation schedules would be effective January 1, 2011,
and reflected in rates through the Company's pending general rate case,
Docket No. UE 217, and effective at the same date as rates resu[tiﬁg from
this proceeding.

Q. WHAT DEPRECIATION SCHEDULES DO YOU RECOMMEND?
A. My recommended depreciation schedules are in Exhibit Staff/202, Table 1

below summarizes each schedule.

UE?&BSTAFFODD
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Table 1. Klamath Hydro Dams’ Depreciation Schedules: Oregon Summary '

CREGONSUVIVARY pEEl
location FERC Ened Plari BalancelicoumDenredation  Avountt |Remeining  Anmet | Depredation| Cregon
Desgiption beeount | Withodoloay life at6/30/2000 | at6/30/2008 Rectzny Ufe |Pepredaiion]  Rated |Alocation:

ICBOMEHDROPLANTIENNASE | BFESPAN |12/31/2019 8824018 (2362303)  5461716] 105] 6i5401 69743 _ 261773

IRONGATEHTROPLAIZ30308 | UFESPAN |12/31/2019 5693376 (2030834)  3662542| 105| 348813 61275 2617754

COPCOMLHDROPLAYE30397 | UFESPAN [12/31/2019 2,490,787 (1238151 1302635]  105| i24061 soad 261779

PO HTROPLAN330308 | URESPAN 112/31/2019 4472585 (1484200 2038783| 05| 279884 63 261774

oL 21381167 (7015493} 143856741 105| 1368159 63989 2617734

A. Yes.

UE21BSTAFFO00

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?




CASE: UE 219 -
WITNESS: Ming Peng

PUBLIC UTILITY COMMISSION
| OF
OREGON

" STAFF EXHIBIT 201

Witness Qualification Statement

June 4, 2010




Staff/201
Peng/1

WITNESS QUALIFICATION STATEMENT

NAME: MING PENG (Ms.)

EMPLOYER: PUBLIC UTILITY COMMISSION OF OREGON

TITLE: SENIOR ECONOMIST

ADDRESS: 550 CAPITOL ST. N.E. SUITE 215, SALEM, OR 97301-2551
EDUCATION & TRAINING:

Depreciation studies - the Society of
‘Depreciation Professionals 2008

Certifled Rate of Return Analyst (CRRA)
Society of Utility and Regulatory Financial Analysts . 2002

NARUG Annual Regulatory Studies Program
Michigan State University, East Lansing 1909

Master of Science, Agricultural Economics
University of ldaho, Moscow 1980

Bachelor of Science, Statistics
People’s University of China, Beijing 1983

EXPERIENCE:

SENIOR ECONOMIST 1999 - present
Public Utility Commission of Oregon. Working in areas including
Industrial Property Retirement and Depreciation Rates, Cost of Capital
Analysis, Fixed Income Security Analysis, Financial Risk Analysis on
Merger & Acqguisition, Electricity Load and Price Forecasting, Weather
Normalization, Public Utility Auditing, Market Compestition Survey Analysis
for Telecom Industry, Sampling Design for Revenue Issues.

INDUSTRY ANALYST ‘ 1996-1998
Weyerhasuser Company. Forecasted product demand, price frends, and
price elasticity. Established the process (specific methods and
techniques) for market, investment, and aconomic analyses. Selected
the analytical techniques most appropriate for any given problem.

ECONOMIST (Natural Resources) 1092-1996
Idaho Department of Water Resources. Conducted economic research.
Developed analysis in evaluating policy and planning alternatives;
determined the financial and economic feasibility of proposed natural
resource projects using economic modeling and investment analysis.
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