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President Peevey and Commissioners, my name is Don Furman.  I am Senior Vice President of Regulation and External Affairs for PacifiCorp.  I have served in this capacity for a little more than two years at PacifiCorp.  I previously headed the company’s transmission department and spearheaded the PacifiCorp’s early efforts to establish RTO West.  

As this Commission knows, PacifiCorp does business in northern California as Pacific Power & Light.  We provide electric service to approximately 45,000 customers in Del Norte, Siskiyou and Modoc Counties.  Our California customers represent slightly less than three percent of PacifiCorp’s base of 1.5 million customers in six states; California customers of PacifiCorp consume 1.7 percent of our total system energy.  Pacific Power’s industrial rates in California average approximately 5.2 cents per kilowatt hour; our commercial rates average 7.15 cents per kilowatt hour.

In some respects, we and our customers are no different from the rest of the state.  Like other electric consumers, Pacific Power customers like choices, even if they are not exercised.  Like other utilities, PacifiCorp is looking at a growing gap between demand and resources in its portfolio.  Like other utilities, PacifiCorp faces upward cost pressures, particularly as we look to bring up our thermal and hydro generating fleets to 21st century environmental standards. And, like other utilities, PacifiCorp wants to have a reasonable level of clarity around the size and shape of our projected customer loads if we continue to have an obligation to serve them.

After AB 1890 was enacted, Pacific Power customers were eligible for direct access. And, like the customers of other utilities, our customers received a 10 percent rate reduction in 1998 as a result of AB 1890.  

But there are also a lot of differences between Pacific Power and California’s large utilities:

· Our customers receive power through a transmission grid outside the system managed by the California Independent System Operator.  
· Pacific Power did not sell generation assets after AB 1890, nor did we collect a competitive transition charge.  

· None of our California customers chose direct access while it was offered in the state.

· The Department of Water Resources did not procure our “net short” for us in 2001.  
· Our resource procurement decisions are reviewed by six state regulatory commissions, not one.

As California looks to reset the rules that form the power supply relationship between utilities and customers, we hope you will take into account how our situation is different from the other, larger utilities in the state, as well as how it is similar.  Policy directives intended to cover the large utilities and their customers can create unintended consequences for the smaller utilities and their customers.  
Instead, we ask that the Commission have (or be given) the flexibility to shape rules for the state’s smaller utilities like Pacific Power so the approach makes sense for both those utilities and the customers they serve.  
We are very amenable to sensible expansion of customers’ choices.  For example, California customers of Pacific Power now have a green power option.  Customers may purchase green energy in 100 kwh monthly blocks for a small additional charge under our “Blue Sky” tariff.  Under Oregon’s restructuring law, Pacific Power offers the Blue Sky tariff plus two other “green” tariffs to residential and small commercial customers.  
It may make sense to mimic the Oregon model and provide options beyond Blue Sky for California customers – but on the other hand the administrative costs for establishing and operating such a program for a relatively small number of California customers may not make it worthwhile.
Similarly, we certainly could offer any or all customers any or all of the following:  time-of-use pricing, market-based pricing, and direct access.  But since our rates are low, our business in California is small relative to the rest of our system and our generation and transmission costs are allocated on a multi-state basis, direct access may not be feasible without creating inappropriate cross-subsidies, cost shifts, or other dislocations.
In short, we ask you and the state’s other policy makers to remember the smaller utilities in crafting policies and rules for the larger utilities.  Instead of trying to shoehorn into our business rules designed for others, take a flexible approach to crafting policies and programs that make sense for the non-Big-Three utilities and the relatively small number of customers we serve.
Thank you.  I would be happy to respond to any questions you may have.
