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Q. Please state your name and business address for
the record.

A. My name is Keith D. Hessing and my business
address is 472 West Washington Street, Boise, Idaho.

Q. By whom are you employed and in what capacity?

A. I am employed by the Idaho Public Utilities

Commission as a Public Utilities Engineer.

Q. What is your education and experience
background?
A, I am a Registered Professional Engineer in the

State of Idaho. I received a Bachelor of Science Degree
in Civil Engineering from the University of Idaho in 1974.
Since then, I worked six years for the Idaho Department of
Water Resources, and two years for Morrison-Knudsen. I
have been continuously employed at the Commission since
August 1983.

As a member of the Commission Staff, my primary
areas of responsibility have been electric utility power

supply, cost of service, revenue allocation and rate

design.

Q. What is the purpose of your testimony in this
proceeding?

A, My testimony addresses customer class cost of

service and the allocation of the Staff proposed revenue

requirement to the various customer classes.
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COST OF SERVICE

Q. What cost of service methodology do you support
in this case?

A. I support the methodology presented by the
Company'’s witness Craig Paice. The basic methodology is
the same used in the Revised Protocol jurisdictional
allocation process. The jurisdictional allocation
methodology was developed in collaboration with the other
state jurisdictions in which PacifiCorp provides service.
The cost of service methodology presented by the Company
is the same methodology accepted by the Commission in
recent general rate case decisions.

Q. Are there advantages to not changing the Cost of
Service methodology?

A. Yes. Aside from the fact that it simplifies the
case, it allows the Cost of Service results to be driven
by class energy, demand and customer characteristics and
changes in Company costs. When the methodology is
changed, cost of service results for customer classes may
change significantly without any change in customer usage
characteristics or underlying service costs.

Q. What cost of service results do you propose?

A. Staff Exhibit No. 129 contains my cost of
service results. These results are based on a Staff

revenue requirement increase of approximately $14.8
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million and are calculated using the same model and
methodology proposed by the Company.
REVENUE SPREAD

Q. What is revenue spread?

A, Revenue spread is the determination of the
revenue amount that needs to be collected from each

customer class. It is driven by a class cost of service

result.
Q. What revenue spread does the Company propose?
A. The Company proposes to move all customer

classes to nearly full cost of service except the Street
and Area Lighting class (Schedules 7, 11, 12) that would
receive a rate reduction in a full cost of service move.
The Company proposes no change in the lighting revenue
requirement and to re-spread the lighting decrease, that
would otherwise occur, to all other customer classes to
achieve the recovery of the full revenue requirement.
Therefore, the final move is to nearly full cost of
service for all classes receiving an increase.

Q. What is your revenue spread proposal?

A. I propose to use the same methodology presented
by the Company with one difference. My proposal is to
allow no class revenue requirement decreases while moving
customer classes requiring increases toward full cost of

service with uniform percentage offsets to balance the

CASE NO. PAC-E-10-07 HESSING, K. (Di) 3
10/14/10 STAFF




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

revenue requirement for the lighting class reduction not
given. The difference between my proposal and the
Company'’s proposal is that I would assign Residential
customers taking service under Schedules 1 and 36 equal
percentage increases. Staff witness Bryan Lanspery
provides testimony in support of this position.

As shown on Staff Exhibit No. 129, only the
Street and Area Lighting class (Schedules 7, 11, 12) would
receive a decrease in a full cost of service move. That
decrease amounts to $173,064. Staff Exhibit No. 130 shows
the revenue spread that I propose. Column H shows the
spread of the proposed increase and Column I shows the
resulting percentage increase for each class. This is the
rate spread presented to Staff witness Bryan Lanspery for
use in rate design calculations.

Q. Did you prepare any other revenue spreads for
this case?

A. Yes. It is fairly common practice to move only
part way to full cost of service to mitigate the shock of
large increases. The trade-off is that a partial move to
cost of service is an acceptance that some classes will
subsidize others. Staff Exhibit No. 131 shows a revenue
spread that moves half way to full cost of service while
giving no decreases and levelizing the increase to the two

residential classes.
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Q. Do you recommend this rate spread?

A. No. I recommend the rate spread shown on Staff
Exhibit No. 130. I provide the alternative simply to
demonstrate the results of such a revenue spread on the

various customer classes.

Q. Does this conclude your direct testimony in this
proceeding?

A. Yes, it does.
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