
Q.
Are you the same Henry E. Lay who previously filed direct testimony on behalf of PacifiCorp d/b/a Pacific Power & Light Company (PacifiCorp or Company) in this case?

A.
Yes.
Purpose of Supplemental Direct Testimony
Q.
What is the purpose of your supplemental direct testimony?

A.
The purpose of my supplemental direct testimony is to recommend modifications to the Company’s initial filing in this proceeding.  These changes reflect the recent settlement of the Company’s depreciation filing before the Public Utility Commission of Oregon (Oregon Commission), Docket UM 1647.  The all-party settlement agreement in that case resulted in changes to depreciation expense for system-allocated assets assigned to Washington.  To maintain consistency for system-allocated assets, I am recommending the same modifications to the Company’s proposed depreciation rates in Washington. 
The Oregon settlement also included an agreement to defer for future inclusion in rates changes to depreciation parameters that:  (1) reduce depreciation expense; and (2) are adopted by other states in which the Company has filed its new depreciation study.  I am recommending adoption of the same basic deferral proposal in Washington.
Modifications to Pending Depreciation Rates
Q.
Please summarize the changes to pending depreciation rates the Company proposes based on the resolution of Oregon’s depreciation proceeding.
A.
The Company proposes to modify the Iowa Curves used in developing depreciation rates.  The proposed modifications to the Iowa Curves result in lengthening the remaining lives for gas generation prime movers, transmission station equipment, supervisory equipment, and overhead conductors and devices.  The Company also proposes to modify the net salvage percentages on gas generation accessory electric equipment and miscellaneous power plant equipment.  I provide additional detail on these changes in Exhibit No.___(HEL-4).
Q.
What is the reduction in depreciation expense associated with these changes?
A.
The proposed changes would result in a reduction on a Washington-allocated basis of approximately $340,000 using the plant balances reflected in the Company’s filed study.  This would adjust the proposed increase in depreciation expense on a Washington-allocated basis from approximately $792,000 to approximately $451,000.
Q.
Are these changes in the best interest of Washington customers?
A.
Yes.  As shown in the exhibit, these changes produce an overall reduction to depreciation expense for Washington customers, while maintaining consistency for system-allocated assets for the Company.
Q.
Has the Oregon Commission approved the settlement in Docket UM 1647? 

A.
No.  The parties’ unopposed stipulation is now pending before the Oregon Commission.  If the Oregon Commission modifies or rejects the stipulation, PacifiCorp will promptly file the details of the order in this docket.  

Deferral Proposal

Q.
Are the Company’s revised depreciation rates under review in other states in which the Company operates? 
A.
Yes.  In addition to the Oregon depreciation proceeding and settlement described above, PacifiCorp’s revised depreciation rates are currently under review in dockets in Utah, Wyoming, and Idaho.
Q.
How does the Company propose to address adjustments to depreciation rates for system-allocated assets adopted in other states? 

A.
The Company proposes to defer for future inclusion in customer rates any reductions to depreciation expense associated with additional adjustments to depreciation rates for system-allocated assets included in the west control area adopted in the pending depreciation dockets in any other states in which PacifiCorp operates.

Q.
What is the basis for this provision?

A.
This provision facilitates uniformity in PacifiCorp’s depreciation rates across PacifiCorp’s system and gives Washington customers the option of adopting additional changes to depreciation rates if those changes reduce depreciation expense. 
Recommendation and conclusion
Q.
Please summarize your recommendations to the Commission.
A.
I recommend that the Commission adopt the depreciation rates filed by the Company, as amended in Exhibit No.___(HEL-4), as fair and reasonable depreciation rates for the Company.  I further recommend that the Commission adopt the Company’s deferral proposal regarding other potential changes to the Company’s new depreciation rates. 
Q.
Does this conclude your supplemental direct testimony?

A.
Yes.
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