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to amortize the net amount received of $43,574,000 over the life of the
related asset, which he calculated to be 30 years to be consistent with the
book life of the Malin/Midpoint line. . . .

As it did in Cause Nos. U-82-12/U-82-35, the Commission accepts
the Commission staff’s proposal. . ..

In the 1986 case, Staff’s adjustments were uncontested, except for a slight
modification to the amortized amount. I will address the reason for the modified

amortization amount later in my testimony.

How did you derive your recommendation for the Malin-Midpoint
amortization adjustment?

As shown in Exhibit___PPK4) (DPK-3), I took the net proceeds of the sale and
divided by 30 years to derive the annual amortization amount of $1,452,000. I
then applied the general divisional-Pacific allocation factor to the total amount.
That resulted in a Washington amortization amount of $244,000 or an increase in

Company operating revenue of $158,600 after taxes.

How did you derive your recommendation for the Malin-Midpoint Rate base
adjustment?
I computed the average balance for the deferred balance as shown on lines 31

through 33 in Exhibit___ (DPK-4). I then applied the general divisional-pacific
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VII. WYOMING WIND TAX CREDIT

Do you have any comments regarding the Company’s Wyoming Wind Tax
Credit?

Yes. Ireviewed the adjustment and removed the proposed allocation of the
Wyoming Wind Credit consistent with Staff’s Control Area based allocation. The
wind generation is related to the Eastern Control Area. Therefore, as with a
similar expense, the credit should not be allocated to Washington. The credit
should be allocated to the states that are actually benefiting from the use of wind

power.

V. IRS SETTLEMENT

Please discuss the Company’s adjustment to recover its IRS Settlement,
adjustment 723 7.7.

The Company has made an adjustment to recover $5.8 million in additional taxes
assessed by the IRS for tax years 1991 to 1998. The additional taxes from prior
periods would increase test year income tax expense for Washington ratepayers
by $1.16 million annually, with a $4.6 million increase in rate base. The Company
ilas requested that the additional taxes associated with the eight years be

recovered over a five-year period.
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