l. INTRODUCTION

Pursuant to WAC 88 480-09-420 and - 770 and the Fourth Supplemental Order
Re-Egtablishing Procedurd Schedule, the Industrial Customers of Northwest Utilities (“ICNU”)
submits this Post-Hearing Reply Brief (“Brief”) regarding PacifiCorp’s (or the “ Company”)
request to charge customers who permanently disconnect from PacifiCorp the net costs of
removing the Company’ s facilities from the former customer’s property (“Net Remova Tariff”).

The Washington Utilities and Trangportation Commission (“WUTC” or
“Commission”) should rgect PacifiCorp’s Net Remova Tariff because the Company has not met
its burden of proof to demongtrate that the proposed tariff is just, reasonable, nonpreferentia
and non-discriminatory for dl cusomers. In the dternative, if the Commission does not reject
the Net Remova Tariff, the Commission should require PacifiCorp to modify the tariff to make
it ingpplicable to commercia and industrial customers, or establish a reasonable, cost-based cap
for those customers,

Staff and PacifiCorp urge the Commission to approve the Net Remova Tariff
based on the notion that * cost-causers’ must pay the costs of remova and disconnection. Staff
Brief at 8-9; PacifiCorp Brief at 15. The Commission should not be fooled by this argument
despite its superficia apped. The Net Removd Tariff is amechanism designed to discourage
customers from leaving PacifiCorp’s system and purchasing electric service from a competitive
service provider. PacifiCorp and Staff focus considerable efforts in their Briefs on attacking
competition and erroneoudy claming that the Commission cannot consider the competitive
interests of customers when anayzing dectric utility rates. PeacifiCorp Brief at 10-15; Staff Brief

at 14-16. Contrary to Staff’s and PacifiCorp’ s assartions, this Commission previoudy ruled in
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this proceeding that it could consider competitive issues. WUTC v. PacifiCorp, Second Suppl.

Order at 7-8 (July 9, 2001).
Regardless of how this Commission fedls about competition, it should not

gpprove the Net Remova Tariff for the following reasons:

The Net Remova Tariff contains no rate and no method for determining the
rate, and there is no evidence providing any cost-basisfor charging
commercid and indudtrid customers remova costs,;

The Net Removd Taiff is poorly drafted, vague, and ambiguous,

The Net Removad Tariff is discriminatory, it provides arate cap for
resdentia customers but does not provide arate, or a mechanism for
edablishing the rate, for commercia and industrid customers;

Approva of the Net Remova Tariff requires the Commission to adopt an
entirdly new gpproach to alocating system costs—this Commission does not
Set rates on the basis that “ cost-causers’ pay;

There is no evidence of any red safety problemsthat warrant the Net
Removd Taiff;

The evidence suggests that thereis no need for this tariff on a cost-recovery
bass—removal cods are aready recovered in rates (including depreciation
rates) or they can be recovered through the Accommodation Tariff; and

The Net Removd Taiff is desgned to limit competition.

Nether Staff nor PacifiCorp adequately addressed these deficiencies in thelr
Briefs. The “sunset” and reporting conditions that PecifiCorp and Staff agreed to do not cure the
fundamentd legd defectsin the Net Remova Tariff. PeacifiCorp and Staff persst in taking the
illogical postion that the discrimination, vagueness, and lack of cost support only needsto be
fixed for resdentiad customers, but can be ignored for commercid and industrid customers.
PacifiCorp Brief at 4; Staff Brief a 2-7. The Commission isresponsble for establishing ju,
reasonable, and non-discriminatory rates for al cusomers, including commercid and indugtrid

customers. RCW 88§ 80.28.010, .20, .90, .100.
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. ARGUMENT

A. The Commission Does Not Establish Rates Solely on the Basisthat “ Cost-Causer s’
Pay

Staff mistakenly confuses the concept that the Commission establishes and
approves aregulated eectric utility’ srate on a cost of service basis as support for the notion that
the Commission has apolicy that “cost-causers’ pay. Staff Brief at 8-9, 16-18. Cost of service
and cost causation are two very different concepts. The Commission routingly gpprovesfair, just
and reasonable el ectric rates on an average cost of service basis. In the case of PacifiCorp,
industrial customers' rates cover some portion of the codts of residentia and commercid utility
disconnections, payment centers, low income bill assstance, uncollectibles, and numerous other
utility costs unrdated to industrid service. Industrid customers do not cause any of these codts,
nor do they directly benefit from paying these codts in their rates.

While cogt- causation can be a consderation in setting rates, it is not the basis
upon which rates are set. If the Commission adopts the cost-causers pay policy, it must apply
this policy consstently and not just in certain ingtances designed to prevent customers from
changing eectric utility providers.

B. PacifiCorp is Already Recovering Removal Costsin its Rates

PecifiCorp clams, without adequate evidentiary support, that net remova costs
are not included in the Company’ srates. The only evidence supporting this clam cited in either
the PecifiCorp or Staff Briefsis agngle statement by Mr. Clemens that net remova costs are not
being passed on to dl of the Company’s customers. PecifiCorp Brief a 7; Tr. a 70. However,
Mr. Clemensis not an expert in the Company’srates. Tr. a 68:9-69:4, 120:15-17. Furthermore,
Mr. Clemens subsequently admitted that he did not know if net removal cogts areincluded in
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PacifiCorp’srates. Tr. at 108-109, 133, 169. Mr. Clemens contradictory testimony is not
sufficient evidence to carry the Company’ s burden of proof to establish that it isnot fully
recovering dl of its net remova costs. The Commission should not permit either the Company
or Staff to cure this evidentiary defect by making unsupported assertionsin their Briefs.

The issuesraised by the Net Remova Tariff are complex as they relate to cost-of-
sarviceissues. PacifiCorp’s depreciation costs, which arein the rates for dl customers, dready
recover costs associated with recovery of the total investment in its property and the cost of
remova of that property a the end of its estimated life. Therefore, PacifiCorp’s current rates
dready dlow the Company to recover its net removal costs. PacifiCorp provided no evidence to
refute this assertion.

C. The Net Removal Tariff isNot LiketheLine Extension Tariff

Staff and PacifiCorp argue that it is okay for the Commission to gpprove the Net
Removd Taiff becauseit is “jud like the Line Extenson Taiff. Included as Attachment A is
PecifiCorp’s Line Extenson Tariff. Thistariff is13 pageslong. Itsfirst paragraph references
the need for acontract. The tariff identifies the category of costs that are covered: engineering
sarvices, transformers and meters, labor, materias, and overheads. The Line Extenson Tariff
sets forth detail on how costs will be recovered from customers, any alowances given to
customers, and how customers can recover their costs from PacifiCorp. A cursory review of the
Line Extenson Tariff and the proposed Net Removd Tariff shows that the Line Extenson Tariff
provides much more specificity. In fact, the Line Extenson Tariff demondirates the degree of

specificity that is required in order to charge rates that are not fixed. The Net Remova Tariff is
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not specific, does not detail what equipment is covered, and does not indicate how PacifiCorp
will recover its costs from customers.

D. To the Extent Real Safety | ssues are Present, They Can be Addressed Without the
Net Removal Tariff

PecifiCorp and Staff attempt to justify the Net Removd Tariff by daming thet it
is necessary to prevent safety and operationd problems. PacifiCorp Brief at 8; Staff Brief at 4-5.
The problem with these judtificationsis that the record does not demondtrate that these problems
actudly exig.

PecifiCorp has not submitted credible evidence to demonstrate that any specific
safety and operationa problems exis, or that the Net Remova Tariff is an appropriate tool to
addressthem. ICNU Brief at 10-11. The only “evidence’ on thisissue is speculative assertions
by PacifiCorp’s and Staff’ s witnesses about dangersto firefighters. If PacifiCorp isredly
concerned about safety and operationa issues, the Company could avoid these problems without
reliance on the Net Removad Tariff and smply sell ther facilities to the cusomer or the new
utility service provider. ICNU Brief a 11. PacifiCorp indicated that it was unwilling to sdll
assets except to the extent “the folks in Portland” approve such asset sales on a case-by-case
bass. Tr. at 76. Likewise, PacifiCorp could mark facilities as no longer in use to avoid
confuson during afire. Removing used and useful facilities is an unnecessary solution to the
safety concerns identified.

E. The Net Removal Tariff Allows PacifiCorp to Unilaterally Deter mine Net Removal
Costs

PacifiCorp and Staff admit that the Net Remova Tariff does not contain charges

for non-residentia net remova services or detall the pecific facilities that would be covered.
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PecifiCorp Brief at 8-9; Staff Brief at 7; Tr. at 89:14-18, 239-242. PacifiCorp and Staff claim
that the Commission can gpprove a Net Remova Tariff completely lacking in cost judtification
because: 1) it istoo “hard’ to determine the average cost of removal; and 2) charges will be
based on what PecifiCorp determines to beits actua costs. These argumentsignore the fact that
the Net Removd Tariff departs from well-established ratemaking principles and that thereisno
evidence in the record that supports the gpplication of the tariff to commercid and indudtrid
customers.

1. The Net Removal Tariff Could Have Included Cost-Based Char gesfor
Commercial and Indugtrial Cusomers

PecifiCorp could have provided cost-based numbers for dl customers, but Smply
refused to do so. Tr. a 237; Ex 26. PacifiCorp and Staff incorrectly claim that it would be too
“hard” to provide cost-based numbers for commercid and industria customers. PacifiCorp Brief
at 8-9, Saff Brief a 7. PacifiCorp never submitted into the record, or provided in discovery
responses, any information regarding commercia or industrial costs for net removal services.
Thereis no evidence that either the Company or Staff even attempted to perform a cost-based
andyss of commercia and indudtrid net removas. The Commission should not accept the
clamthat it wastoo “hard” to determine cost-based charges, when PecifiCorp smply refused to
perform the andysis or provide parties with the information to independently calculate cost-
based charges. If net removal costs are too difficult to calculate, then they should not be
recovered in ataiff of generd gpplicability.

The Staff Brief dso dleges, without any citation or evidentiary support, that
records are inadequate to determine the average cost of removing commercia and industrid

facilities. Staff Brief at 7. PacifiCorp has removed commercid and indudtrid facilities
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throughout its various jurisdictions in numerous ingtances due to reocations, line extensions,
changein service providers, self-supply, and other reasons. See Ex. 26-29. PacifiCorp refused
to provide information related to these removal's because the Company does not store the
information in an easlly presentable format. 1d. PacifiCorp even refused to agree to, or provide
information to establish, a reasonable outer limit on net removal codts. Tr. a 104: 6-10; Ex. 33.
This does not mean that there are not adequate records, it Smply means that PacifiCorp dected
not to perform the work necessary to provide cost-based numbers for dl customer classes. Tr. at
237.

PacifiCorp could and should have proposed cost-based charges for al customers.
It would not be difficult for PacifiCorp to have proposed cost-based charges for the small
commercid customersthat are “admog identical with resdentid customers” Tr. a 245:8-11,
ICNU Brief at 21-22. At the hearing, Mr. Mclntosh stated that PacifiCorp could have proposed
cost-based charges for al customers, “but it would require some empirica work on the part of
the utility and in cooperation with other parties to make sure that reasonable numbers were
arivedat . ...” Tr.at 237:19-238:2. Mr. Mclintosh further stated that it would have been “a
reasonable thing” for PacifiCorp to have done this empirical work and propose a series of cost-
based caps for commercid and industrial customers. Tr. at 238:11-17.

Therefore, contrary to the clamsin the Briefs of PacifiCorp and Staff, the
evidence demonstrates that the Commission could adopt cost-based charges if PacifiCorp had
performed some andyss and provided the parties with relevant information. PacifiCorp elected
not to propose cost-based ratesin the tariff for commercid and industrial customers because it

wanted the discretion to charge whatever it unilaterally deemed appropriate. The Commisson’s
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roleisto prevent utilities from using their discretion to charge customers rates that are not just
and reasonable. The Commission should not approve a ddiberately vague tariff and then put the
onus on customers to bring complaints that the Company is charging ingppropriate rates.
Customers bear the burden of proof in acomplaint proceedings and relying on customer
complaints impermissibly shifts the burden customers to demondirate that the charges under the
Net Remova Taiff are not just and reasonable.

2. It isImpossblefor the Commission or Customersto Ascertain How
PacifiCorp Will Determine Net Removal Costs

Thereis no guarantee that customers will be charged just and reasonable net
remova charges under the Net Removd Tariff. At the hearing, PacifiCorp asserted that it would
useitsline extension software program, the Retail Construction Management System (“*RCMS?),
to cdculae net remova cods. PeacifiCorp’'s method of caculating its actua costs, including use
of the RCMS, is not mentioned in the Company’s Net Remova Tariff, or in any of the
Company’s pre-filed testimony. The RCMSwas not provided in response to discovery requests,
submitted into evidence, or thoroughly investigated in this proceeding. PecifiCorp’s customers
have no guarantee that the Company will use the RCM Sto cacuate net removd costs. Thereis
no evidence that is it appropriate to use this software program to calculate net remova codts, or
that the Company will utilize the program in aresponsible manner. ICNU asked repeatedly how
these charges would be calculated using the software program and PacifiCorp refused to provide
thisevidence. Ex. 3, 7-8, 10-11, 13-17, 19-29, 32. PecifiCorp would not even perform one
caculation to show parties an example of how this model would work or would be applied to

commercid and indudtrid net removas. See, Ex. 11.
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PecifiCorp atempts to shift the burden to ICNU by fasely stating that ICNU did
not investigate the RCMS modd. The only support PacifiCorp can identify for thisclamisa
satement made at hearing by PacifiCorp attorney James Paine. Mr. Paine was not awitness and
should not be permitted to testify on disputed issuesin this proceeding. In addition, the evidence
in this proceeding demongtrates that ICNU made every reasonable effort to investigate both the
types of facilities and the method that PacifiCorp would use to cadculate its net remova codts.
ICNU submitted numerous data requests seeking to identify how PacifiCorp would determine the
RCMS inputs, including which facilities would be removed and what work was necessary for
removal. Tr. at 245:12-15; Ex. 3, 7-8, 10-20, 22-23, 26-29, 47-48.

PecifiCorp’ s responses to data requests provided little useful information. In
response to a question regarding which facilities would be covered under the Net Remova
Taiff, PacifiCorp responded, “ The types and magnitude of distribution facilities used to service
customers can vary widely on acase-by-case basis” Ex. 22. PacifiCorp further explained that
the definition of digtribution facilities *leaves [PacifiCorp] ltitude in determining which
facilities are required to be removed.” Ex. 23. In response to a question seeking to identify
which specific industrid facilities that would be subject to the Net Removd Tariff, PacifiCorp
amply refused to answer because “no generd industria customers have made such arequest.”
Ex. 10.

ICNU dso investigated how the RCM S would caculate industria customer net

remova charges. ICNU sought to obtain past industrial remova expensesin Oregon and
Washington related to line extensions, customer relocation, self-supply, change in service

provider, or any other reason. Ex. 26-29. PecifiCorp admitted that it had the information, but
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refused to provide it because the Company “does not maintain the data in the formeat requested.”
Id. Inaddition, in response to an ICNU request that PecifiCorp estimate the net remova costs
for a specific industrid customer, PacifiCorp refused to provide the information, provided broad
categories of cogts, and qualified its answer: “above categories of costs are examples and should
not be construed to limit the types of costs that may be considered net removal costsin the
future.” Ex. 20 (emphasis added). ICNU extensvely investigated these issues and concluded
that, based on PacifiCorp’s answers, it was impossible to determine which facilities are subject
to the tariff and how the costs will be caculated. Furthermore, the record does not contain any
evidence regarding how the RCM S takes into account its revenues for utility plant through its
depreciation rates.

PacifiCorp and Staff dso argue that if a customer is charged the actud costs of
removing facilities, then the charge is per sejust and reasonable. Staff Brief at 10; Ex. 32. This
ampligtic position conflicts with Commission precedent and the testimony of Mr. Mclntosh. Mr.
Mclntosh stated that, if possible, net removal charges should be pre-determined and not based on
after-the-fact calculations of actua costs to protect customers and prevent discrimination.
Mclntosh Rebuttal at 5:10-12. Thislogic isdso circulaa—how do we know the chargeisin fact
cost-based? Further, Staff’ s pogition in this case is fundamentaly inconsstent. Staff concluded
that vague tariff terms without cost support were unreasonable for residentia customers, but
Staff now supports application of smilar vague tariffs to commercid and industrid customers.

[11.  CONCLUSON
The Commission should regject the Net Remova Tariff, or in the dternative, place

sgnificant conditions upon its goproval. The Net Remova Tariff isadiscriminatory and
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ambiguous charge designed to harm customers and prevent competition in eastern Washington.
PecifiCorp could have submitted a nordiscriminatory, cost-based tariff for the Commission to
review and gpprove. However, PacifiCorp refused to provide information in this proceeding in
an effort to obtain gpprova of atariff that will alow the Company unfettered discretion to
impose net remova charges. The Commission should not reward the Company for itsfalureto
submit evidence or provide the Company with an incentive to discriminate againgt and harm
customers.
WHEREFORE, ICNU respectfully requests that the Commission reject

PecifiCorp’s Net Remova Tariff.

Dated this 18th day of October, 2002.

Respectfully submitted,

DAVISON VAN CLEVE, P.C.

Melinda J. Davison
Irion A. Sanger
Davison Van Cleve, P.C.
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Portland, Oregon 97205
(503) 241-7242 phone
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Of Attorneysfor Industrid Customers of Northwest
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