Exhibit No. ___ (DPK-7)
Docket No. UE-050684
Witness: Danny P. Kermode

BEFORE THE WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION

WASHINGTON UTILITIES AND DOCKET NO. UE-050684
TRANSPORTATION COMMISSION,

Complainant,

PACIFICORP, d/b/a Pacific Power &
Light Company, Respondent.

EXHIBIT TO
TESTIMONY OF

Danny P. Kermode
STAFF OF .

WASHINGTON UTILITIES AND
TRANSPORTATION COMMISSION

RE: PACIFICORP GENERAL RATE CASE

Excerpt from the Commission’s Fourth Supplemental Order in WUTC v. Pacific Power &
Light Co., Cause Nos. U-82-12 and U-82-35 (February 2, 1983), pages 1, 18 and 19

November 3, 2005



FEB 21983~

BEFORE THE WASHINGTON OTILITIES AND TRANSPORTATION COMMISSION

WASHINGTON UTILITIES axp )
TRANSPORTATION COMMISSION, ) .
. . ) :
Complainant, ) CAUSE No, U-82-12
)
Vs, ' )
)
PACIFIC POWER & LIge COMPANY )
)
)
)

Respondent,

WASHINGTON UTILITIES AND
TRANSPQRTATION COMMISSION,

Complainant, CAUSE NO. g-82-35

)
)
)
)
)
)
vs, )
- ﬁ FOURTH
PACIFIC POWER g LIGHT COMPANY SUPPLEMENTAL ORDER
. )
Respondent, )
L] I ] L] L ] L] d L L] L] [ ] L] ® [ ] * L ) L] L] )
NATURE OF PROCEEDING: Pacific Power & Light Company,

called respondent, Company or Pacific in this order, fileg revised
tariff sheets on March 17, 1982, Proposing a rate increase, before

$39,466,000. The tariff sheets were Buspended ang are considered
in Cause No. U-82-12, on June 25, 1982, the company sought the
authority from this Commission to recover itsg costs in two term-
inated nuclear generation projects, the Pebble Springs Nuclear

arrangement be Used to offset its investment in WNp-s5, The company
stated that without this offset, total annua) reévenues requestegd
" for amortization would be $10,594,000 for a five~year Period.

.- - The Commission Suspeied and then held hearings upon
the requests, This order jg the Commission'g decision as to
all relevant matters raiseq ip the course of Cause Nos, U-82~12

and U-82-35 which have not been Previously decided,

HEARINGS . Hearing on thig matter was hi d before Chairman
Robert w, Bratton, Commissioner Robert C. Bajiley,= Commissioner
Mary D. Ha1) and-presiding officer C. Robert Wallis, pursuant
to due ang Proper notice to all interesteq Parties, Hearings
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T
Commission not take into account economic conditions, byt normal -
ize for available hydro ang for test Period temperature. This

(2) Malin-Midpoint

During 1981, the company placed a transmission line
called the "Malin-uidpoint line" in Service. 1f the company
had retaineg full ownership of the facility and -all of jts tax
attributes, the Company would have been able to achieve investment
tax credits (ITC) ang accelerated depreciation (accelerated cost
Iecovery systep or ACRS) associated with the Project.4/ Pursuant

to then-effective law, however, the company €ntered a "safe harbor

third party, the right to uge the tax benefitsg associated with
the facility, The lessor gained the ITC and ACRs associategd
with the Project ipn €xchange for a cash Payment of $43,869,000.

The company Proposes to adjust for the transaction
as though it had never occurred and the company were taking 1TC
and ACRS to which it would be entitled. 1t contends that rate-
pPayers receiveqd a benefit from the fiscal healthp the company
gained from the cash flow and the availability of the funds without
borrowing or equity charges, 1t urges that the ratepayers are ’
NO worse off under thig approach than if the transaction had
not occurred,

( € property
and to amortize the cash receipts over the 1jfe Of the relateqd
assets. Thig would normaljze them in a Manner similar to that
fequired of Acpg tax depreciation benefitg, - The company contends
that there ig @ Substantia) risk in the staff Proposal that the

- transactijon might be invalidgateq as. contrary to the intent of

congress, My, Watson discussed treasury Legulationg in support
Oof this Position., o regulation was -brought to the Commissjon'sg
attention, however, which appeared directly o Speak to thig

.- 8ituation; if regulationg are ,promulgated which would have thig
- effect, Pacific may in a subsequent Proceeding geek reconsideration

of_this regulatory treatment,

for ratepayers and leavesg little Or no benefit for the company"”,
Its present value analysis ig contested by staff; it appears

i/Pacific Was near the 1imijt of its ability;to~use
such Credits, however, -



"N

CAUSE Nos. U-82-12 ¢ U-82-35 Page 19

Within jtg adjhstment for generay wage increases, the
company includesg fupding for an increase of 88 ney employees,

about one and one-half percent of the firm's work force.” Mr,
: asic

Or expense Savings, fpe company contendeqd the employees* €Xpenses
should be includeq because these employees were substantially
unrelated to revenues or eéxpense Ssavings.

The recorg demonstrates that the Commission_staff
atedly to secure information which woulg support
i .

The company initially‘failed to respongd, eventually pProvided
a broad generalizg on which qi not sufficiently Bupport jitg
Position, st of € employees dig not identxfy € purposes

E, Interest Ex ense
——==%3%_Expense

This discussion relatesg to Line 3, Table I, and to
Table IIT,



