




 

 

Exhibit No.___(HEL-5T) 
Docket UE-130052 
Witness: Henry E. Lay 
 

 
 
 
 

BEFORE THE  
WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION 

 
 
 
 
 
 
 

In the Matter of the Petition of  
 
PACIFICORP, d.b.a. Pacific Power & Light 
Company,  
 
For an Order Authorizing a Change in 
Depreciation Rates Applicable to Electric 
Property 

  
 

Docket UE-130052 
 
 

 

 
 
 
 
 
 
 

 
PACIFICORP 

 
SECOND SUPPLEMENTAL DIRECT TESTIMONY OF HENRY E. LAY 

 
 
 
 
 
 
 
 

September 20, 2013 
  



Second Supplemental Direct Testimony of Henry E. Lay Exhibit No.___(HEL-5T) 
Page 1 

Q. Are you the same Henry E. Lay who previously filed direct and supplemental 1 

testimony on behalf of PacifiCorp d/b/a Pacific Power & Light Company 2 

(PacifiCorp or Company) in this case? 3 

A. Yes. 4 

PURPOSE OF SECOND SUPPLEMENTAL DIRECT TESTIMONY 5 

Q. What is the purpose of your second supplemental direct testimony in this 6 

proceeding? 7 

A. The purpose of my second supplemental direct testimony is to recommend additional 8 

modifications to the Company’s filing in this proceeding.  These changes reflect the 9 

recent settlement of the Company’s depreciation filing before the Public Service 10 

Commission of Utah (Utah Commission) in Docket 13-035-02.  The Company has 11 

also reached consistent stipulations in Idaho and Wyoming which both are pending 12 

commission approval.  These changes are in addition to those from the recent 13 

settlement of the Company’s depreciation filing before the Public Utility Commission 14 

of Oregon (Oregon Commission) in Docket UM 1647, which I described in my first 15 

supplemental filing.  The all-party settlement agreements in the Utah, Idaho, and 16 

Wyoming cases change depreciation expense for system-allocated assets assigned to 17 

Washington.  To maintain consistency for system-allocated assets, I am 18 

recommending the same modifications to the Company’s proposed depreciation rates 19 

in Washington.  20 
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MODIFICATIONS TO PENDING DEPRECIATION RATES 1 

Q. Please summarize the additional changes to pending depreciation rates the 2 

Company proposes in this case based on the resolution of Utah’s depreciation 3 

proceeding. 4 

A. The Utah Commission approved the following changes to the Company’s 5 

depreciation filing when it issued a bench order on September 11, 2013, approving 6 

the parties’ unopposed stipulation in Docket 13-035-02: 7 

1. A reduction in the terminal life of the James River Plant from December 31, 8 

2016, to December 31, 2015, to correct an error in the Company’s initial filing 9 

and to reduce net salvage estimated in the calculation from (-1.0%) to zero.   10 

2. A reduction in the terminal removal cost for the combined cycle combustion 11 

turbine natural gas units from $20/kW to $15/kW.  12 

3. A reduction in the terminal removal cost for the wind units from $9/kW to 13 

$7/kW. 14 

4. Acceptance of the Company’s proposed method in the study to use Iowa 15 

Curves to determine interim retirements for production facilities with terminal 16 

lives.  The new depreciation rates reflect adjustments to the retirement curves 17 

on coal generation facilities in Account 311 Structures and Improvements 18 

from 90-R2 to 120-R1.5, Account 312 Boiler Plant Equipment from 60-L1 to 19 

68-S0, and Account 314 Turbogenerator Units from 55-L1 to 57-S0.  For 20 

Washington, this will impact rates for the Jim Bridger Plant, the James River 21 

Plant, and the Colstrip Plant. 22 

5. A change in the lives on certain Washington distribution assets by merging 23 
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Account 362.7 Supervisory Equipment with Account 362 Substation 1 

Equipment, and using the appropriate state-specific lives for Account 362 in 2 

Washington. 3 

6. Amortization of the excess depreciation reserves of the Colstrip Plant as of 4 

December 31, 2011, which the study reflected as $22,930,383, as follows: 5 

(a) the annual amount was determined by dividing the excess reserve by 10; 6 

(b) the annual amortization will occur beginning January 1, 2014, and 7 

continue until new depreciation rates resulting from the next depreciation 8 

study are implemented; and (c) the stipulated depreciation rates were 9 

determined by excluding the identified excess reserve in the calculation. 10 

7. Adjustments to general plant lives for Oregon, Utah, Idaho, and Wyoming 11 

depreciation rates for Account 390 Structures and Improvements, Account 12 

392.09 Transportation Equipment-Trailers and Account 396.03 Light Power 13 

Operated Equipment.  This change will impact Washington to the extent that 14 

system allocated assets are contained within those accounts.  15 

I provide additional detail on these changes in Exhibit No.___(HEL-6). 16 

Q. What is the net reduction in depreciation expense associated with these changes? 17 

A. The changes in this second supplemental filing reduce the Company’s proposed 18 

Washington-allocated depreciation expense by approximately $669,000.  The 19 

Company’s first supplemental filing previously reduced the Company’s proposed 20 

Washington-allocated depreciation expense by approximately $340,000.  Together, 21 

these changes reduce Washington-allocated depreciation expense in this filing by 22 
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approximately $1,009,000, from an increase of approximately $792,000 to a decrease 1 

of approximately $217,000. 2 

Q. Are these changes in the best interest of Washington customers? 3 

A. Yes.  As shown in the exhibit, these changes produce an overall reduction to 4 

depreciation expense for Washington customers, while maintaining consistency for 5 

system-allocated assets for the Company. 6 

Q. Does the Company anticipate any additional supplemental filings in this case?  7 

A. No.  The Company has now executed stipulations in all of its pending depreciation 8 

filings in other states and none of these filings are opposed.  If a commission modifies 9 

or rejects one of the pending stipulations, however, PacifiCorp will promptly file the 10 

details of the order in this docket.   11 

Q. The Company made a deferral proposal in your first supplemental testimony.  12 

Does the Company continue to support such a proposal?  13 

A. Yes.  The Company’s rebuttal filing in its current general rate case proceeding, 14 

Docket UE-130043, reflects the Company’s depreciation rates updated for the 15 

changes outlined in my first supplemental testimony.  The record in that docket is 16 

now closed.  The Company’s deferral proposal provides a means for the Company to 17 

capture additional reductions in depreciation rates associated with the changes 18 

described in the Company’s second supplemental filing once all relevant stipulations 19 

are approved.   20 

RECOMMENDATION AND CONCLUSION 21 

Q. Please summarize your recommendations to the Commission. 22 

A. I recommend that the Commission adopt the depreciation rates filed by the Company, 23 
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as amended in the Company’s first and second supplemental filings, as fair and 1 

reasonable depreciation rates for the Company with an effective date of January 1, 2 

2014.   3 

Q. Does this conclude your second supplemental direct testimony? 4 

A. Yes. 5 
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