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INTRODUCTION 1 

Q: Please state your name and qualifications. 2 

A: My name is Michael Deen.  My qualifications are shown at BP-18-Q-PP-03. 3 

A: My name is Bo Downen.  My qualifications are shown at BP-18-Q-PP-05. 4 

A: My name is Megan Stratman.  My qualifications are shown at BP-18-Q-NR-01. 5 

Q: What is the purpose of your testimony? 6 

A: The purpose of this testimony is to respond to parties’ supplemental testimony regarding 7 

BPA staff’s supplemental proposal for a Spill Surcharge.  This proposal was presented by 8 

BPA staff in BP-18-E-BPA-55.  Specifically, we are responding to certain elements of 9 

the testimony of Idaho Rivers United (BP-18-E-IR-01), Industrial Customers of 10 

Northwest Utilities (BP-18-E-IN-05), and Western Public Agencies Group (BP-18-E-11 

WG-07). 12 

RESPONSE TO IDAHO RIVERS UNITED 13 

Q: What aspects of the Idaho Rivers United (“IRU”) testimony would you like to respond 14 

to? 15 

A: The IRU testimony raises concerns regarding BPA staff’s proposal in two general areas.  16 

First, the testimony questions whether or not BPA staff’s proposed procedure is superior 17 

to other potential alternatives.  Second, the testimony expresses concerns regarding the 18 

use of “estimated” values in the surcharge formula rather than “actual” hydro data and 19 

market prices. 20 

Q: What are some of the alternatives to BPA staff’s proposed procedure for the Spill 21 

Surcharge? 22 

A: The IRU testimony notes that BPA could potentially rely on existing NFB mechanisms or 23 

conduct a “mini-7(i)” proceeding.  Additionally, we note that BPA staff could have taken 24 
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the approach of proposing to simply update the final proposal based on a projection of 1 

potential changes to spill operations. 2 

Q: Are any of these approaches preferable from a technical perspective to BPA staff’s 3 

proposal? 4 

A: No, they are not.  This is especially true considering the context of this situation and the 5 

potential increased costs from additional spill for consumers.  In response to data request 6 

PP-BPA-26-63, BPA staff provided a reasonable explanation as to why the existing NFB 7 

mechanisms would likely not be an appropriate way to handle this particular 8 

circumstance.  This response is attached to this testimony as Attachment A. 9 

Although a targeted 7(i) process would be potentially feasible, it would be time-10 

consuming, expensive, and impose restrictions on communication between BPA and 11 

customers.  Under these specific circumstances, it is our view that a 7(i) process would 12 

not add sufficient value from a technical or policy perspective to outweigh the costs and 13 

restrictions.  If BPA staff were not proposing such limited changes to its modeling from 14 

the BP-18 final proposal, our analysis could very well be different. 15 

Finally, as discussed in our direct testimony, BPA staff’s proposed approach is 16 

clearly superior to speculating on the outcome of court-ordered proceedings or a future 17 

Biological Opinion (“BiOp”).1 18 

Q: Are you concerned that whatever procedure BPA adopts in this proceeding will set a 19 

precedent for how future changes in hydro operations may be handled? 20 

A: Our analysis is that the proposed rate solution is very particular to the current 21 

circumstances and is unique historically.  These circumstances include the timing of the 22 

                                                            
1 See Deen et. al., BP-18-JP08-01 at 6, lines 6-15. 
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court opinion, the particular content of that opinion, and additionally BPA’s current 1 

financial situation.  Given these factors, we do not view BPA staff’s proposal to 2 

constitute a new “standard practice.” 3 

Q: Please describe IRU’s concern regarding the use of forecasts in calculating the Spill 4 

Surcharge. 5 

A: In general terms, IRU expressed concerns that the lost generation and market price 6 

components of the surcharge will be based on forecasts rather than actual data after the 7 

fact.  Since the spill surcharge will be calculated during the rate period, IRU argues that 8 

BPA should wait until the conclusion of the spring spill period and base the cost 9 

component on actuals. 10 

Q: Please respond to this concern and recommendation. 11 

A: While we agree that it is desirable to use the most accurate information available, we do 12 

not support IRU’s recommendation in this instance.  Delaying calculation and collection 13 

of costs until after the spring spill period would create significant potential issues for 14 

power customers in terms of cash flow management and would also be inconsistent with 15 

BPA’s general ratemaking practices.  BPA staff’s proposal has the effect of collecting the 16 

same revenue through rates as if the unknown spill operations were already known during 17 

the rate case process.  It also mitigates concerns regarding cash flow by collecting for the 18 

surcharge (net of any available cost reductions) as early as possible in the fiscal year.  19 

BPA staff’s responses to data requests IR-BPA-26-1 and IR-BPA-26-5 further elaborate 20 

on these issues and are attached to this testimony in Attachment A. 21 

  



4 
Rebuttal Testimony of JP08 on Spill Surcharge   BP-18-E-JP08-02 
 

RESPONSE TO INDUSTRIAL CUSTOMERS OF NORTHWEST UTILITIES 1 

Q: Please describe the issues raised by the Industrial Customers of Northwest Utilities 2 

(“ICNU”) that you wish to respond to in this testimony. 3 

A: ICNU has raised the issue that increased spill during the spring period would lead to 4 

reduced regional supply of generation and therefore increased market prices.  These 5 

increased market prices would raise the value of BPA’s remaining inventory, which in 6 

turn would mitigate the impact of reduced generation relative to the BP-18 market prices 7 

(that do not include any increased spill assumptions).  ICNU proposes that BPA include 8 

this factor as an additional component to the Spill Surcharge formula or alternately 9 

modify the CostR parameter to include the impact of increased prices on secondary 10 

revenues. 11 

Q: What is your response to this concern and proposal? 12 

A: ICNU has raised a valid issue regarding the impact of increased market prices on BPA’s 13 

remaining sales inventory on a forecast basis.  We support further exploration of the 14 

magnitude of this issue following the rate case and inclusion of an offset in the CostR 15 

parameter if appropriate.  If necessary, BPA should modify the definition of the CostR 16 

parameter to allow this recommendation to be effectuated. 17 

RESPONSE TO WESTERN PUBLIC AGENCIES GROUP 18 

Q: What aspects of the Western Public Agencies Group (“WPAG”) testimony do you wish to 19 

respond to? 20 

A: We would like to respond to the proposal for BPA to commit to a minimum of $10 21 

million in cost reductions and also to expand the public process and comment period if 22 

BPA goes ahead with its proposed mechanism and procedure. 23 
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Q: What is your position regarding cost offsets to minimize the rate impact of the proposed 1 

Spill Surcharge? 2 

A: As described in our supplemental direct testimony, we strongly support the 3 

Administrator’s use of cost reductions to the maximum extent possible to offset the 4 

financial impact of increased spill.  We therefore support any commitment by BPA that 5 

can be made in that regard. 6 

Q: What is your response to WPAG’s recommendations regarding BPA staff’s proposed 7 

public process? 8 

A: We support as transparent and comprehensive of a public process as possible.  In 9 

particular, we would support moving the comment period to at least two weeks and a 10 

commitment by BPA to work closely and proactively with customers to resolve questions 11 

and respond to requests for information. 12 

Q: Does this conclude your testimony? 13 

A: Yes. 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 
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INTRODUCTION 1 

Q: Please state your name and qualifications. 2 

A: My name is Michael Deen.  My qualifications are shown at BP-18-Q-PP-03. 3 

A: My name is Bo Downen.  My qualifications are shown at BP-18-Q-PP-05. 4 

A: My name is Megan Stratman.  My qualifications are shown at BP-18-Q-NR-01. 5 

Q: What is the purpose of your testimony? 6 

A: The purpose of this testimony is to respond to the supplemental testimony filed by BPA 7 

staff, which proposed a “Spill Surcharge” to address recent developments in the National 8 

Wildlife Federation v. National Marine Fisheries Service, No. 3:01-cv-0640-SI, 2017 9 

WL 1135610 (D. Or. Mar. 27, 2017, as amended Apr. 3, 2017) (“National Wildlife 10 

Federation”).  BPA staff’s supplemental proposal is described in BP-18-E-BPA-55. 11 

Q: Please describe your approach to evaluating the proposed Spill Surcharge and its 12 

components. 13 

A: We use four criteria to evaluate BPA staff’s supplemental proposal for a Spill Surcharge: 14 

● Effects on BPA competitiveness and cost control; 15 

● Clear and transparent definition of costs attributable to the court opinion; 16 

● Collection of the correct amount of revenue; 17 

● Does not pre-judge or bias the outcomes of the processes to determine potential 18 

changes in spill operations.  19 

Q: Please summarize your conclusions. 20 

A: The potential for additional costs in rates for the BP-18 rate period is highly problematic 21 

for power customers given the trajectory of power rates in recent years.  It is also 22 

particularly harmful given the difficult market and financial situations that are already 23 
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likely to put upward pressure on the rate increase from the BP-18 Initial Proposal.  Given 1 

these circumstances, BPA staff’s proposal to include the “Cost Reduction Component” is 2 

appropriate and we urge the Administrator to use it to its full potential to mitigate any 3 

costs that arise due to increased spill operations. 4 

  Within that context, it appears that BPA staff’s proposal meets the goals set out 5 

above as a mechanism to collect these costs.  The surcharge costs will be transparent and 6 

based on the minimum possible changes from the BP-18 final proposal.  Because the 7 

approach will model actual spill requirements when they are known, it will minimize 8 

chances that BPA will collect unnecessary revenues.  Because BPA will not be 9 

speculating on the outcome of the 2018 spill design or the 2019 Federal Columbia River 10 

Power System Biological Opinion (“BiOp”), it will allow those processes to proceed 11 

unhindered by any rate case assumptions.  Finally, given that the surcharge is meant to 12 

recover costs for a single year of operations or for unknown future BiOp operations, it is 13 

appropriate from a ratemaking perspective to have a separate charge rather than to simply 14 

roll the operational assumption into the baseline hydrological studies. 15 

COMPETITIVENESS AND COST CONTROL 16 

Q: Please describe the context in which you are evaluating BPA staff’s supplemental 17 

proposal for a Spill Surcharge adjustment to rates. 18 

A: We are evaluating BPA staff’s supplemental proposal in the context of BPA’s efforts to 19 

move the agency’s costs and rates towards a more competitive long-term position, the 20 

agency’s current financial situation, and also the overall level of fish and wildlife costs 21 

that impact rates. 22 

Q: Please describe your perspective on BPA’s long-term competitiveness situation. 23 
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A: As has been discussed both prior to and in this proceeding, BPA’s rates are on an 1 

unsustainable trajectory.  Since FY 2009, BPA rates have gone up approximately 28 2 

percent, well more than twice the rate of inflation during that time.  BPA rates are 3 

currently well above the price of market power.  If this trend continues unabated, there is 4 

a serious danger that BPA’s financial stability and viability will be threatened, including 5 

the ability of the agency to fund initiatives such as fish and wildlife programs. 6 

Q: What immediate pressures are facing BPA rates and costs both currently and in the 7 

upcoming rate period? 8 

A: Although BPA’s initial proposal was for a relatively modest power rate increase 9 

compared to other recent cases, we are concerned about the adverse market conditions 10 

and financial pressures facing the agency and what that may portend for rates.  In FY 11 

2016, Power Services lost $175 million relative to the BP-16 rate case forecast, driven in 12 

large part by weak market prices for secondary energy.  In the current fiscal year, in spite 13 

of what is likely to be a high water year and also significant cost control efforts, Power 14 

Services is still forecasted to lose an additional $29 million relative to the rate case 15 

forecast. 16 

Q: What does this financial and market situation potentially mean for rates in the BP-18 rate 17 

period? 18 

A: BPA’s initially proposed rates for BP-18 are already subject to significant upward 19 

pressure, through continued erosion in the assumption of net secondary sales revenue and 20 

also through a high likelihood of costs through a Cost Recovery Adjustment Clause or 21 

other risk mitigation mechanisms. 22 

Q: How does the potential for increased spill during the BP-18 rate period affect the 23 
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prospects for a sustainable rate increase? 1 

A: The potential for additional spill significantly adds to the potential for increased rates in 2 

the upcoming rate period, exacerbating the pressures described previously.  This is highly 3 

problematic for BPA’s power customers who bear the burden of the increase, and also for 4 

the efforts to put the agency’s power rates on a sustainable trajectory. 5 

Q: What do you conclude from this analysis? 6 

A: There are two significant conclusions.  First, BPA staff’s proposal to include a “Cost 7 

Reduction Component” in the Spill Surcharge is both appropriate and needed.  Second, 8 

given the pressures facing rates in the upcoming rate period, we urge the Administrator to 9 

make every effort to maximize cost reductions to mitigate the impacts of any increased 10 

spill.  Power customers are committed to working collaboratively with BPA in this 11 

process.  12 

CLEAR AND TRANSPARENT DEFINITION OF COSTS 13 

Q: Please describe how BPA staff proposes to calculate the spill cost component of the 14 

surcharge. 15 

A: BPA staff is proposing to calculate a difference in hydro generation between the 16 

HYDSIM study for the BP-18 final proposal and a revised HYDSIM study that adjusts 17 

only for the changes in spill operations.  This change in generation will then be multiplied 18 

by the final market prices from the BP-18 final proposal to come up with a dollar amount.  19 

Finally, the amount is adjusted proportional to the amount of Non-Slice PF power sales.  20 

This last step reflects that Slice sales are impacted directly by increased spill and also 21 

subject to annual true up of program expenses. 22 

Q: Does this approach reasonably meet the goal of developing clear and transparent costs 23 
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associated with a change in spill operations? 1 

A: Yes.  BPA staff’s proposed approach is transparent and based on the minimum amount of 2 

changes from the BP-18 final studies.  BPA staff is also proposing to publish its 3 

assumptions and results for review, hold a public workshop, and accept comments from 4 

stakeholders. 5 

COLLECTION OF THE CORRECT AMOUNT OF REVENUE 6 

Q: Does BPA staff’s proposal reasonably meet the goal of collecting the correct amount of 7 

revenue associated with the impact of changes in spill operations? 8 

A: Yes.  BPA staff’s proposed methodology is consistent with other rate case assumptions 9 

and limits any rate adjustment to that based on modeling of known spill operations.  This 10 

approach has the benefit of coming as close as possible to setting rates during the BP-18 11 

rate period at the same level as if the spill operations were known during the case.  It also 12 

avoids the issue of forcing BPA staff to speculate on assumptions that are ultimately 13 

unknown at this time and outside the scope of decision making in this proceeding.  Given 14 

these specific circumstances, a separate surcharge calculated per the schedule and 15 

methodology proposed by BPA staff is appropriate. 16 

Q: Does BPA staff’s proposal single out fish and wildlife costs for special treatment? 17 

A: No.  The proposed surcharge is limited to a very specific cost and circumstance.  The vast 18 

majority of potential fish and wildlife related costs, both in terms of programmatic 19 

spending and operational limitations, are included in BPA’s base rates.   20 

Q: What level of fish and wildlife costs are already paid by BPA power customers? 21 

A: During the FY 2011 through FY 2016 time period, it is our understanding that BPA 22 

power customers bore an average total cost of approximately $614 million per year for 23 
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fish and wildlife actions.  This constitutes an annual $698 million in total program 1 

expenses, foregone revenues, and power purchases offset by $83 million in 4(h)(10)(C) 2 

credits. 3 

For context, reducing the BPA revenue requirement by this amount in BP-18 4 

would be a 29% reduction in the net cost of PF power.   5 

DOES NOT BIAS OR PRE-JUDGE OUTCOMES OF OTHER PROCESSES 6 

Q: Does BPA staff’s proposal reasonably meet the goal of not biasing or pre-judging the 7 

outcome of the processes that will ultimately determine what, if any, changes may be 8 

made to spill operations for the BP-18 rate period? 9 

A: Yes.  The outcomes of the both the court process to determine spill operations for FY 10 

2018 and a future BiOp to take effect during FY 2019 are unknown.  By not speculating 11 

on the outcomes, BPA staff’s proposal will allow those processes to proceed unhindered 12 

by any rate case assumptions.  Conversely, we would be concerned if BPA staff adopted 13 

an approach that involved predicting these outcomes as it could potentially have an effect 14 

on the processes themselves. 15 

Q: Does this conclude your testimony? 16 

A: Yes. 17 

 18 

 19 

 20 

 21 

 22 



Certificate of Service  BP-18-E-JP08-01 

 

CERTIFICATE OF SERVICE 

I hereby certify that I have served the foregoing on the Bonneville Power Administration’s 

Office of General Counsel, the Hearing Clerk, and all litigants in this proceeding by uploading it 

to the BP-18 Rate Case Secure Website pursuant to BP-18-HOO-02 and BP-18-HOO-05. 

 

DATED:  May 11, 2017. 

 

s/ Megan Stratman 

Northwest Requirements Utilities 

 


	25a
	25b



