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ICNU’S RESPONSE TO BENCH REQUEST NO. 7

Bench Request No. 7:
ICNU’s response to Bench Request No. 3 includes the table “NET OPERATING INCOME and RATE BASE.”  The figures in the Net Operating Income (Protocol) column of that table differ from the adjustments proposed on Table 1 in Mr. Falkenberg’s testimony (Exhibit No. ___(RJF)-1CT, page 7).  This appears to be true even after applying to the figures presented on the Table in Bench Request No. 3, the revenue conversion factor supported by either the company (1.69287) or the Commission staff (61.899%).  Please reconcile this apparent inconsistency.

Response to Bench Request No. 7:

As noted in Footnote 1 on page 2 of Exhibit No.__(RJF-1CT), Table 1 used an estimated composite Washington jurisdictional factor of 8.96%, derived from Exhibit No. __ (JTW-3), page 5.1.  This approach provides a very good, although not perfect, approximation of the impact on a particular jurisdiction of net changing power costs at the system level.  In order to comply with the requirements of Bench Request No. 3, Mr. Falkenberg was required to perform a much more detailed calculation of the Washington jurisdictional allocation.  As a result, the figures shown in the answer to Bench Request No. 3 differ from those on table 1 by a small amount.  Mr. Falkenberg expects to file a revision to Table 1 and Exhibit No.__(RJF-21) of his direct testimony reflecting this more detailed calculation.  Based on this calculation, the Washington jurisdictional allocation of Mr. Falkenberg’s adjustments are changed by a small amount.  Revised answers to Bench Request No. 3 are also provided therein.

Please note that in the case of $7.5 million Gadsby CT rate base adjustment (Adjustment No. 25 in the answer to Bench Request No. 3) Mr. Falkenberg has revised his results at the system level and jurisdictional level.  However, that adjustment is later reversed in Adjustment 29 (Gadsby/West Valley Treatment) and therefore has no impact on the overall recommendation made by ICNU.

Please note that in all cases except Adjustments 25 and 29, Mr. Falkenberg’s adjustments are reductions to expense items.  In those cases, Mr. Falkenberg believes the correct revenue expansion factor is 1/(1-composite tax rate).
/   In the response to Bench Request 3, the state tax used in the Protocol methodology was not included for Mr. Falkenberg or Mr. Schoenbeck’s adjustments.  The revised answer to Bench Request 3 reflects this change.

�/	The tax rate in these instances includes the effect of both the federal state taxes. 
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