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REBUTTAL TESTIMONY OF 1 

ELIZABETH EVANS, DIANE CHERRY, AND VALERIE LEFLER 2 

Witnesses for Bonneville Power Administration 3 

 4 

SUBJECT: INTRODUCTION OF A PARTIAL RESOLUTION OF ISSUES WITH 5 

PARTIES 6 

Section 1. Introduction and Purpose of Testimony 7 

Q. Would you state your names? 8 

A. My name is Elizabeth Evans.  My qualifications are contained in WP-07-Q-BPA-57.  9 

A. My name is Diane Cherry.  My qualifications are contained in WP-07-Q-BPA-56.    10 

A. My name is Valerie Lefler.  My qualifications are contained in WP-07-Q-BPA-29.    11 

Q. Have you previously submitted testimony in this proceeding? 12 

A. No, we have not previously submitted testimony in this proceeding as a panel.   13 

Q. What is the purpose of this testimony? 14 

A. The purpose of this testimony is to describe and document the results of several 15 

settlement discussions with rate case parties during the month of February that have 16 

resulted in a joint resolution of certain issues presented in BPA’s Initial Proposal and the 17 

parties’ direct cases.  This testimony also has the purpose of recommending that the 18 

Administrator adopt the resolution of issues as presented in Appendix A.   19 

Section 2.  Description of Partial Resolution of Issues with Parties 20 

Q. How many discussions has BPA held with the parties regarding settlement? 21 

A. At the request of parties in the WP-07 rate proceeding, BPA and the parties held four 22 

publicly noticed settlement discussions.  These discussions occurred on February 3, 23 

February 8, February 14, and February 22, 2006.  The intention was to determine if all 24 

parties could come to agreement on a set of issues, thereby limiting the contested issues  25 

 26 
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 in this rate proceeding, as well as limiting the workload associated with the rest of the 1 

rate proceeding.    2 

Q.  What was the outcome of these discussions? 3 

A. BPA and the parties were able to resolve a number of issues.  Those resolutions are 4 

presented in Attachment A.  5 

Q. Does Attachment A reflect the resolution of all the issues in this rate proceeding?   6 

A. No.  There are a number of other issues that remain unresolved that BPA and the parties 7 

will continue to litigate in this rate proceeding.   8 

Q. What issues have BPA and the parties agreed to resolve? 9 

A. BPA and the parties agreed on a resolution of some conditions to the FPS rate schedule, 10 

design of the Low Density Discount, treatment of revenue credits from Operating 11 

Reserves, PF rate design and a few Slice issues involving the treatment of particular 12 

costs.  In addition, BPA and the parties reached agreement regarding the non-13 

precedential nature of the treatment under section 7(b)(2) of the Mid-Columbia 14 

resources, conservation, uncontrollable events and secondary revenues counted as 15 

reserves.  Attachment A describes in detail the resolution that BPA and the parties have 16 

reached regarding these issues.  We, as members of BPA’s negotiating team, support the 17 

resolution of the issues as set forth in Attachment A as a reasonable compromise to the 18 

different points of view presented in the discussions and we recommend that the 19 

Administrator adopt this resolution in the Record of Decision for this rate proceeding.  20 

Q. Were other conditions established between BPA and the parties that are associated with 21 

the resolution of issues that are not set forth in Attachment A? 22 

A. Yes.  As part of this agreement BPA and the parties agreed that the WP-07-E-JP6-01 23 

testimony and related exhibits filed by the investor-owned utilities would not be 24 

submitted into evidence.  In addition, with regard to the issues included in the joint 25 

resolution, the parties agreed to five conditions.  They agreed not to file rebuttal 26 
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testimony, not to cross-examine witnesses, and not to raise these topics in briefs in this 1 

rate proceeding.  In addition, they would not raise these issues with the Federal Energy 2 

Regulatory Commission or in any appeal to the Ninth Circuit Court of the rates 3 

established in this proceeding established consistent with this resolution.   4 

BPA also explained during the settlement discussions that it intended to propose 5 

some changes to the NFB Adjustment in light of issues raised in some parties’ direct 6 

cases.  As part of the resolution of the issues in this proceeding, BPA and the parties 7 

agreed to allow the parties to offer sur-rebuttal testimony on any proposed changes to the 8 

NFB Adjustment.  See, Lovell et al., WP-07-E-BPA-34 for a description of the proposed 9 

changes to the NFB Adjustment.   10 

Q. Does this conclude your testimony? 11 

A. Yes. 12 

 13 

 14 
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Attachment A 
Partial Resolutions of Issues with Parties  

 
The following represents the agreed upon terms which the BPA and the parties agreed not 
to file rebuttal testimony on, cross examine witness on, or address in their respective briefs:  
 
 
 
1. 7(b)(2) 
 

BPA will not, in any other proceeding, cite any action taken or not taken in this WP-07 
proceeding as evidence of the propriety of (or precedent for) the resolution of any issue with 
respect to the treatment, under section 7(b)(2), of the Mid-Columbia resources, conservation, 
uncontrollable events or secondary revenues counted as reserves.  To the extent that BPA has 
addressed  and resolved  in this WP-07 proceeding any such issues, such BPA actions shall not 
be considered by BPA to be precedential or binding on BPA in any other proceeding.  No action 
taken or not taken in this WP-07 proceeding with respect to any such issues shall be considered 
by BPA to either create an adverse inference with respect to any such issues in, or preclude any 
party from arguing the treatment of any such issues in, any other proceeding (whether before 
BPA, FERC or a court and whether or not on remand) or in any remand of a rate developed in 
WP-07 by FERC or a court.  BPA recognizes that, in reliance on this BPA approach, the prefiled 
testimony labeled WP-07-E-JP6-01, WP-07-E-JP6-03, and WP-07-E-JP6-04 were not proffered 
into evidence in this proceeding when they would otherwise have been proffered. 
 
 

BPA staff has reviewed the testimony of the Preference Customer Group in WP-07-E-
JP1-01 and WP-07-E-JP1-01(E1) section 5 regarding the $42 million §7(b)(2) trigger due to 
what they describe as a modeling error.  The Preference Customer Group contends that on the 
issue presented in section 5 of that testimony, the mathematical end result produced for the 
amount recoverable from preference customers absent BPA’s Subscription Step by the BPA 
approach and that advocated in the Preference Customer Group testimony is identical.  Assuming 
this contention to be true, BPA concludes that it is not necessary to decide in this case whether 
the alleged modeling error in fact exists. 

 
  

2. FPS Rate Schedule 
 

BPA will agree to post, 30 days after the end of each calendar quarter, on its external web 
site, reports that contain the same information as contained in the Electric Quarterly Reports filed 
by utilities with the Federal Energy Regulatory Commission.  BPA will begin filing these reports 
once the software platform has been developed and tested by BPA.  BPA does not believe the 
software will be ready until FY 2008.  BPA will make best efforts to have the software ready for 
posting by that time.  BPA will advise parties about the schedule of the software development 
quarterly.   
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Section II of the General Rate Schedule Provisions will be modified to include following: 
 

West-wide Price Cap of FPS Sales 
BPA will voluntarily agree to limit the price of any sales under the FPS rate schedule to 
the applicable west-wide price cap, if any, established by the Federal Energy Regulatory 
Commission. 
 

3. Low Density Discount (LDD) 
 

For the FY 2007-2009 rate period BPA’s General Rate Schedule Provisions (GRSPs) for 
the Low Density Discount (LDD) shall remain unchanged from BPA’s 2002 GRSPs except for 
the following: 
 

Section II.L.2.c of the LDD Eligibility Criteria will be replaced with the following 
language:   

 
the Purchaser’s average retail rate for the reporting year must exceed BPA’s 
average Priority Firm power rate for the most closely corresponding fiscal year by 
at least 25 percent. 

 
Section II.L. shall be amended to include the following language: 

 
For Purchasers with Pre-Subscription power sales contracts who are converting to 
Subscription power sales contracts on October 1, 2006, the "existing discount" 
shall be calculated by BPA using BPA's 2002 GRSPs and calendar year 2004 
data.  This "existing discount" will only be used for determining the Purchaser's 
Phase-In Phase-Out Adjustment for the first year of the rate period.  The 
Purchaser shall provide BPA with such calendar year 2004 data by October 1, 
2006.   

 
BPA shall propose, in its Initial Proposal in its next wholesale power rate case for the FY 

2010-2011 rate period, GRSPs for the LDD that are not materially different from Sections 1 and 
2 of BPA’s FY 2007-2009 GRSPs.  Customers’ current methods of calculating “consumers” 
prior to or during the FY 2007-2009 and FY 2010-2011 rate period shall remain unchanged, 
unless both the customer and BPA agree otherwise.  BPA shall continue to review LDD data 
submittals for accuracy. 

 
BPA shall schedule meetings with the Pacific Northwest Generating Cooperative and 

other interested BPA customers to discuss and attempt to achieve mutual agreement on the 
proper application of the LDD to the Slice Product.  These discussions shall be based on the 
principle that Slice customers will not be advantaged or disadvantaged in the implementation of 
the LDD compared to BPA’s non-Slice customers receiving the LDD.  These meetings shall be 
scheduled well before the preparation of BPA’s initial proposal for its FY 2010-2011 wholesale 
power rate case.  Any successful agreement on the resolution of the Slice LDD issue shall be 
included in BPA’s Initial Proposal for its FY 2010-2011 wholesale power rate case.       
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4. Operating Reserves Credit 

 
BPA's initial proposal contained an Operating Reserves Credit (ORC), which would have 

forecast zero revenues from operating reserves in the base rates as a revenue credit and provided 
a line item billing credit to firm power requirements customers that elected to purchase operating 
reserves from TBL rather than self or third party supply.  BPA will establish a per unit cost for 
operating reserves provided to TBL of $5.63/KW-month, as opposed to the $6.96 /KW-month 
per unit cost in the initial proposal.  For the final study BPA will apply the $5.63 /KW-month 
charge to the adjusted forecast of PBL's share of the control area reserves obligation provided by 
TBL.  BPA will allocate the resulting revenues evenly across all firm power requirements rates.  
This revenue credit will not be dependent on the transmission customer's choice to buy operating 
reserves from TBL, self-supply, or third party supply. 

 
5. Rate Design 
 

a. Demand, Energy, and Load Variance  
 

 Table 1 hereto will be the template for the relationship of the monthly Heavy 
Load Hour, Light Load Hour, Demand and Load Variance rates for the PF-07 rate 
schedule.   The rates in the PF-07 rate schedule will be as set forth in Table 1, adjusted 
proportionally (i.e., by an equal percentage applied to each rate) if necessary to recover 
the revenue requirement in total as determined in the final studies of the WP-07 
wholesale power rate case when applied to the billing determinants in the final rate case 
studies. 

 
b. Application of the CRAC, including the NFB Adjustment 

 
 With the exception of the NFB Adjustment, the CRAC surcharges and DDC 
dividends will be applied proportionately (i.e., by an equal percentage change for each 
rate) to the LLH and HLH energy and LV rates of the PF-07, IP-07, and NR-07 rate 
schedules. If a triggering event due to the NFB Adjustment (see WP-07-E-BPA-07 at 
83-84) increases the total amount of revenue to be collected through the CRAC, BPA 
will recover the revenues in excess of the amounts recoverable from a CRAC without 
the NFB through an increase to all demand, energy, and LV rates proportionately (i.e., 
by an equal percentage) in the PF-07, IP-07, and NR-07 rate schedules. 

 
6. Slice  
 

a. Slice and revenues for reinvestment in BPA’s renewable resource facilitation and 
research and development 
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In BPA’s initial proposal the Slice Revenue Requirement contained an expense 
associated with the reinvestment in BPA’s renewable resource facilitation and research and 
development of what was referred to collectively as “Green Tag revenues.”  These revenues 
comes from three sources:  1) Green Energy Premium revenues resulting from sales of 
Renewable Energy Certificates (RECs), 2) Green Tag revenues resulting from sales of 
Environmentally Preferred Power (EPP), and 3) revenues from sales of Alternative Renewable 
Energy (ARE) to Pre-Subscription power purchasers. The Slice Revenue Requirement did not 
include a credit for these revenues.  BPA will remove the expense associated with such revenues 
from Slice Revenue Requirement in BPA’s final proposal.  In addition, BPA will not include 
such reinvestment expenses in the Actual Slice Revenue Requirement in the Slice True-Up 
process.  BPA will continue its current proposal and will not include credits in the Slice Revenue 
Requirement for any revenues from the three sources listed above. 
 

b. Slice/Bad Debt 
 
BPA’s initial proposal contained testimony (including data responses) that described how 

Slice purchasers would pay for bad debt expense through the Actual Slice Revenue Requirement 
and Slice True-Up process.  Under the initial proposal, all Power-related bad debt expense would 
be included in the Slice True-Up.   

 
Bad debt expense is recognized on the income statement in the current accounting period 

when the determination is made that all or a portion of outstanding accounts receivable are in 
question.  A reserve account is created for the amount BPA estimates will not be collectible, with 
the receivables remaining in the accounting records.  BPA will identify accounts receivable 
associated with non-Preference customers that were estimated to be uncollectible, and result in 
bad debt expense.  The Actual Slice Revenue Requirement will not include any bad debt expense 
associated with the sale of energy to any customer that exclusively purchases under the FPS-07 
rate schedule.  However, any bad debt expense associated with the sale of energy under both the 
PF-07 and FPS-07 or just the PF-07 rate schedules will be included in the Actual Slice Revenue 
Requirement for Slice True-Up purposes. 

 
c. Slice Product Costing and True-Up Table 

 
The Slice Product Costing and True-Up Table will be reformatted to be consistent with 

the table entitled, “Power Business Line Program Spending Levels” (see, Table 3A in WP-07-E-
BPA-02A, at 44-46).   Table 2 contains a prototype of a reformatted Slice Product Costing and 
True-Up Table. This table will be included in BPA’s rebuttal testimony, as well as BPA’s final 
proposal.  The reformatted Slice Product Costing and True-Up Table will contain the following 
differences from the Power Business Line Program Spending Level table: 

 
i. The Slice Product Costing and True-Up Table will include a Revenue Credits 

section that contains estimates of revenue credits that are applicable to the Slice 
Revenue Requirement; 
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ii. The Slice Product Costing and True-Up Table will include estimates of costs 
associated with programs (such as the Irrigation Rate Mitigation Program and the 
Low Density Discount program) whose costs are paid for in the base rates of Slice 
and non-Slice customers; 

iii. The Slice Product Costing and True-Up Table will contain an “Augmentation 
Cost” box, in which the Net Cost of Augmentation is calculated.  These costs will 
not be subject to the Slice True-Up process, but relevant updates, if any, will be 
made for BPA’s final proposal; 

iv. The Slice Product Costing and True-Up Table will contain a Minimum Required 
Net Revenue (MRNR) calculation so that the individual components within the 
calculation of MRNR can be trued-up in the annual Slice True-Up process; 

v. The Slice Product Costing and True-Up Table will include values for 
Depreciation, Amortization, and Net Interest Expense; 

vi. The Slice Product Costing and True-Up Table may have lower or no values in 
some expense line items, if those expense line items have been excluded from the 
Slice Revenue Requirement as per the Slice Rate Methodology (such exclusions 
include but are not limited to Hedging/Mitigation expenses but for those 
associated with augmentation, other power purchases, augmentation purchases, 
expenses associated with reinvested “Green Tag revenues” referenced above, bad 
debt expense associated with FPS sales to non-preference customers, etc.); 

vii. The Slice Product Costing and True-Up Table will include estimates of Canadian 
Entitlement Agreement Transmission expenses and PNCA & NTS Transmission 
and System Obligation Expenses, even though PBL-Transmission & Ancillary 
Services expenses in general are excluded as per the Slice Rate Methodology.  
The Canadian Entitlement Agreement Transmission expenses and PNCA & NTS 
Transmission and System Obligation Expenses are included in the Slice Revenue 
Requirement because they are associated with BPA’s system obligations and Slice 
customers must pay their share of these expenses as per the Slice Rate 
Methodology. 

 
BPA will include estimates of expenses and revenue credits in the Slice Product Costing and 

True-Up Table that are exactly equal to values in the Cost of Service Analysis (COSA) tables 
used as the basis for calculating the PF rate, the Power Business Line Spending Level table, and 
the Generation Revenue Requirement table for those expenses and revenue credits that should be 
the same for Slice and non-Slice customers.  However, there will be differences for those 
expenses and revenue credits that are treated differently for the Slice Revenue Requirement.  
Treatment of the expenses and revenue credits for the Slice Revenue Requirement is contained in 
the Slice Rate Methodology; the WP-07 initial proposal, and rebuttal testimony, and associated 
documents; and any settlement agreements that pertain to the Slice product. 

 
If, during the FY 2007-2009 rate period, PBL alters the format of the financial information 

provided on a regular basis to the Public Power Council, as captured currently in Table 3A in 
WP-07-E-BPA-02A at 44-46, PBL will meet with Slice customers to develop a crosswalk of 
such reformatted financial information with the Slice Product Costing and True-Up Table. 
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Table 1 
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Table 2 
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Table 2 
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