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PROCEEDI NGS

CHAIR FENN: Ckay. Good norning. Let's go on
the record. It's alittle bit like deja vu to see
everybody here again. W' re going to have a hearing
today on the Rocky Mountain Power's application for
approval of the 2023 energy bal ancing account Docket
Nunmber 24-035-01, and we'll take appearances of counsel.

Let's start with M. Kumar.

MR. KUMAR: Thank you, Chairman. On behal f of
t he conpany Rocky Mountain Power. M nanme is Ajay
Kumar. Appearing with ne is Ms. Katherine Smth and
M. Matt Moscon of the firm Mayer Brown.

CHAI R FENN: Ckay. Thank you very nuch.

Let's go to the Division.

MR. GRECU. | just have a quick question. Do
you want us to introduce our w tnesses as well?

CHAIR FENN: | think we know who they all are.
We're going to do this like a regul ar proceedi ng, and
you don't need to do that right now.

MR. GRECU. Okay. Thank you.

Patrick Grecu and Patricia Schm d as assi stant
attorneys general representing the Division of Public
Utilities.

CHAI R FENN: Okay. Go ahead.

MR. MOORE: Robert Moore, assistant attorney
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general, representing the Ofice of Consuner Services.

CHAI R FENN:  Okay.

MR. RUSSELL: Phillip Russell representing
Ut ah Associati on of Energy Users.

CHAI R FENN: Okay. Now, do we have any
| awyers for parties that are on virtually? Okay. Just
W t nesses.

One of the -- the first itemwe need to do
prelimnarily is approve the notion to have one of the
Wi t nesses appear virtually. | think we already approved
one for Rocky Mountain Power's. We issued an order on
that, but, Ms. Schm d, would you address that?

M5. SCHM D: The order for Rocky Mountain
Power also permtted the Division's witness to
participate renotely, and that's M. Philip D Donenico.
| believe that the Ofice recently filed a notion
requesting perm ssion for its witness to appear renotely
because he is trapped back east due to a snowstorm

CHAIR FENN: That was M. Moore. | saw you
shaki ng your head. | thought you wanted to be
acknowl edged. So | acknow edged you first.

MR. MOORE: Yes. Ms. Schmd is correct. Qur
witness was at the airport when his flight was cancel ed,
and there was a whiteout in Atlanta, and he was unable

to travel to Utah. So we filed an energency notion for
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himto testify virtually, and he's on the |ine now.

CHAIR FENN:  And the name of that w tness is?

MR. MOORE: Phil Hayet.

CHAIR FENN:. M. Hayet. Ckay. All right. |
don't think we have any objection to that. So we're
going to grant the notion. Wat are we going to do at
this point? So that motion is granted, and we
appreciate M. Hayet trying to make the effort to get
here.

Pretty unprecedented stormif you | ooked at
t he weat her patterns of everything along the Gulf Coast
havi ng several inches of snow. So we can understand why
he woul d not be able to travel here.

Al right. Are there any other prelimnary
matters we want to di scuss before we proceed with
calling witnesses? Anything?

Okay. Let's turn to Rocky Mountain Power and
call your first wtness.

M5. SMTH. Yes. The Conpany would like to
call Jack Painter as its first wtness.

CHAIR FENN: Okay. M. Painter, if you'l
come forward. Welcone, M. Painter

THE W TNESS: Good nor ni ng.

CHAIR FENN: If you'll raise your right arm

JACK PAI NTER
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was called as a witness, and having been first duly
sworn to tell the truth, testified as foll ows:
CHAI R FENN: Thank you. You may be seat ed.
Ms. Smith?
MS. SM TH:  Yes.
DI RECT EXAM NATI ON
BY M5. SM TH:
Q. M. Painter, can you state and spell your nane
for the record.
A Yes. M nane is Jack Painter, J-a-c-k
P-a-i-n-t-e-r.
Q And what is your role with the Conpany?
A. I"ma net power cost advisor.
Q Did you cause to be filed direct, rebuttal,
and surrebuttal testinony in this proceedi ng?
A | have.
Q. Do you have any changes or corrections you'd
li ke to make?
A | do not.
Q And if | asked you the sane questions stated
in your testinony, would you provide the sanme answers?
A | woul d.
M5. SMTH. Okay. At this time the Conpany
woul d |ike to nove for adm ssion of M. Painter's

testi nony and correl ating exhibits.

Page 10

Veritext Lega Solutions
Caendar-Utah@veritext.com 801-746-5080




© 00 N o o b~ w N P

N NN N NN R R R R R R R R R
O »h W N P O © O N O O M~ W N Rk O

Hearing - Docket No. 24-035-01. , Redacted - January 22, 2025

CHAIR FENN: All right. Seeing no objections
to that, we will accept the testinony and the
correspondi ng exhibits into the record.

(Jack Painter's prefiled testinony and
exhibits were admtted into evidence.)
Q (BY MS. SMTH) M. Painter, did you prepare a

summary today?

A | have.
Q. Pl ease proceed.
A Good norning, Chair Fenn, Conm ssioner Clark,

and Conm ssi oner Harvey. M nanme is Jack Painter, and
" ma net power cost advisor for Rocky Mountain Power.
The Conmpany filed its annual EBA application
on May 1st, 2024, for the deferral period of
January 2023 through Decenber 2023. The Conpany
requested recovery of $455 mllion, which consisted of
450.9 mllion for the deferral excess EBA costs
cal cul ated as the difference between actual cost and
base rates for net power cost, wheeling revenue, and
production tax credits; a $41.5 mllion credit for sales
made to a special contract custoner; and 45.5 mllion in
ot her costs, credits, and interest which included
i nterest accrued through the rate effective period.
At the interimrates hearing, the Comm ssion

declined to approve the inclusion of interest through
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the rate effective period in the Conpany's application
and i nstead have the Conpany include carrying charges
that accrue during the collection period in the next EBA
filing. Wth this change, the Conpany decreases interim
rate EBA recovery by $24.2 mllion.

The DPU, OCS, and UAE filed testinony in this
proceeding with vari ous recommendati ons. Through the
various rounds of testinony, parties have revised and
wi t hdrawn sone of the reconmmendations. At this point
the remai ni ng proposed adjustnents in this case that are
in front of the Conm ssion today are an adjustnment of
0.6 mllion, including interest for replacenent power

cost associated with outages at the Conpany's thernm

generating plants -- the Conpany's response to this
adj ustnent will be addressed by Conpany w tness
M. Richards; an adjustnment of 19.4 mllion, including

i nterest for Washi ngton CCA cost, which will be
addressed by Conpany witness M. WIding; an adjustnent
of 72.3 mllion, including interest for trading
activities on the west side of the Conpany system which
will also be addressed by Conpany wi tness M. WIding;
and, finally, an adjustnment of 4.8 mllion for prior
period Schedule 137 costs that | wll address.

My testinmony denonstrates and supports the

inclusion of prior period Schedule 137 costs in this EBA
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filing. Prior period costs are perm ssible under Utah
Code through the EBA. | have provided nultiple exanples
of prior period adjustnments, including current and prior
EBA filings. Mst inportantly, in ny surrebuttal
testinony, | provided an exanple of prior period costs
that were not previous included in an EBA filing due to
an error which was acknow edged by the DPU and
ultimately approved by the Comm ssi on.

On behal f of Rocky Mountain Power, |
respectfully request the Conm ssion approve the EBA as
adj usted through the interimrates hearing and i ssue an
order approving the Conpany's requested recovery of
431.6 mllion in EBA costs, making the interimrates on
Schedul e 94 final.

Thank you.

CHAI R FENN: Thank you, M. Painter.

We'll -- do you have any other questions you
want to ask for clarification, Ms. Smth?

M5. SMTH: No. M. Painter is available for
cross-exam nati on and questi ons.

CHAIR FENN: Okay. Let's go to the Division.

MR. GRECU: | just have a few questions.

CHAI R FENN:  Sure.

111
111
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CROSS- EXAM NATI ON

BY MR. GRECU:

Q M. Painter, in your response testinony, you
stated that the Conm ssion has allowed --

(Reporter clarification.)

Q -- the Comm ssion has allowed prior period
adj ustnents and that prior period adjustnments are common
in the EBA; is that correct?

A That is correct.

Q. And you |ist sonme exanples too, like
| i qui dated damages paynents resulting froma w nd energy
provi der who did not neet contract obligations in the
EBA true-up of the variance between actual customer
coll ections and the approved EBA for the deferral year
fromtwo years prior due to the interimrate structure;
is that correct?

A That is correct.

Q In these exanples, are these prior period

adj ustnents to rectify accounting errors nade by the

Conpany?
A I n those exanples, no, those are not.
MR. GRECU. Okay. That's all my questions.
Thank you.

CHAIR FENN: Ckay. M. Mbore?
MR. MOORE: No questions. Thank you.
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CHAIR FENN: Okay. M. Russell, do you have
any questions?
MR. RUSSELL: No questions. Thank you.
CHAIR FENN: Okay. All right. Thank you.
Let's go to Conm ssioner Harvey.
EXAM NATI ON
BY COWM SSI ONER HARVEY:

Q Hell o and wel cone.

A Good nor ni ng.

Q. Just to follow up on the DPU s question, the
inmplicitness there is that the reason this adjustnent is
bei ng proposed by the Conpany -- or not adjustnent, but
this amount to be included is sinply because it was an
error on the Conpany's part rather than an exogenous
factor; is that correct?

A. Yes. To the DPU s questions about the
examples | provided, in those specific exanples, those
were not related to Conmpany error but nore due to
timng. In -- in the final exanple | provided in ny
surrebuttal testinony, that provides another exanpl e of
a prior rate adjustnent that was due to an error.

Q Okay. And that -- of the adjustnents that are
at issue in the case that you listed, that's -- this
adjustnment related to Schedule 137 is the only one that

your testinony directly addresses. You nentioned
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Conpany wi tnesses woul d cover the others?

A My -- ny testinony only covers the
Schedul e 137 adj ust nent.

Q. Okay.

A. But all of the different exanples | provided
t hrough ny various rounds of testinony |I'm prepared to
di scuss.

Q. Oh, I"'msorry. | don't think I was clear on
my question. On the other adjustnents --

A Yes.

Q -- that are being proposed --

A. Ri ght. Yes.

(Cross-tal k. Reporter interrupts.)
COW SSI ONER HARVEY: Sorry. | should have
been nmore clear. That's all | have. Thank you.
CHAI R FENN:  Conm ssi oner Cl ark.
EXAM NATI ON
BY COW SSI ONER CLARK:

Q. You addressed carrying cost in your summary,
and I wonder if you could just go a | ayer deeper with
respect to those. M recollectionis that initially the
Conmpany proposed recovering the EBA bal ance for 2023
over a two-year period and that the Comm ssion's order
for the balance to be recovered over a one-year period

affected that -- that carrying cost calculation
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obvi ously, but could you describe again how it was
affected or to what degree? And what |I'm particularly

| ooking for is whether or not the anpunt that you' ve
descri bed as -- for proposed recovery today includes any
carrying charges for the bal ance of the account.

A. Right. So there's a couple of kind of nuances
there that 1'lIl explain. Wen the Conpany filed its
original application, we did propose a 24-nonth
anortization period as an option to help reduce, you
know, rate inmpact. And if | renenber accurately,

t hrough testinony, other parties suggested or -- to keep
the original 12 nonths. By going from 12 nonths to 24
nont hs, you woul d i ncrease the anount of carrying
charges during that tinme frane.

When -- but the second part of that is, is
t hat when the Conpany files application, due to the size
of the balance, in order to reflect nore accurate rates,
we cal cul ated what we estimated the carrying charges to
be throughout the collection period and included those
upfront wiwth the idea being if we didn't do that and we
got to the end of the tine frame, there could be a |arge
bal ance to put into the next EBA.

So those were kind of the two issues at hand.
And so at the interimrates hearing, ultimately it

was -- the Comm ssion decided to remain with the
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original 12-nonth anortization and al so renove the
carrying charges as far as fromthe collection period to
the end. There are carrying charges in this application
that are for the deferral period, beginning January 1st,
2023, up until interimrates begin.

So the issue at hand that | nentioned was for
the time frame of once rates began anortizing and
col l ecting from cust oners.

Q. So ny understandi ng of what you've just told
me is that there is, in the anmount proposed for
recovery, the appropriate carrying charge through the --
you' re saying through the interimrates order, the date
of the interimrates order. |Is that -- is that correct?

A. Ri ght .

Q Begi nning with January 1, 2023?

A. Yep. So you're right. The carrying charges
included in this application include January 1st, 2023,
right until interimrates began.

Q. Thank you.

A You' re wel cone.

EXAM NATI ON
BY CHAI R FENN

Q. So, M. Painter, in your sunmary, you said

that, with respect to this prior case where the

Conmm ssion allowed -- an exception allowed costs to be
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recovered, you said that was due to an error. Wuld you

explain that a little nore --

A. Yeah.
Q. -- thoroughly to nme?
A. Definitely. So in that -- in that docket

where we filed for prior period cost, there was an error
di scovered in the Conpany's netering systemthat had to
do with the cal culation of |oads between |Idaho and Ut ah.
Because of the netering error, it altered the allocation
factors for cost allocation for net power cost, and it
shifted excess cost to |Idaho custoners and
under-recovered costs to Utah custoners.

And so we updated our cal culations for that
prior -- or for that current EBA filing and the prior
peri od and sought recovery of those costs from Ut ah
customers due to that error. So it included that
current EBA at the time and also the prior deferral
peri od.

Q. So how do you think that's anal ogous to the
ci rcunstances here?

A I think it's very anal ogous to that because in
this case, for the Schedul e 137 cost, there was an error
t hat noved -- there was an error that caused those --
Schedul e 137 cost to not nove fromthe Conpany's billing

systemover to its net power cost accounting system
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When the error was di scovered, we nmade the prior period
entry to recover those costs. Custoners received the
benefit of that generation that canme onto the system
and the Conpany is just seeking nowto just recover

t hose costs for those prior periods.

Q So do you agree that the general principle is
that since you are required to make an annual EBA filing
t hat expenses should be -- recovery of those expenses
shoul d be close in tine to when there's cost -- the cost
ori gi nat ed?

A Yes, | do agree with that, but al so understand

that the EBA is a bal anci ng account, and not al

transactions can be closed as -- as close as possible
and -- which | think is the intent of the prior period
order that allows the recovery of costs for -- for prior

deferral periods.

Q. | guess I'mstill trying to understand from
the testinony why it is you could not have included that
approximately $4.8 mllion from Schedul e 137 costs that
were accrued between January 2020 and Decenber of 2022
in the prior EBA?

A Good question, and they could have and shoul d
have. It is definitely a Conpany error that those costs
were not recorded between the billing system and our net

power cost accounting system So | -- | agree that
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coul d have and should have but --

Q. The costs weren't in dispute. It wasn't
unknown. The costs were known and knowabl e; correct?

A Exactly, yes.

Q Okay. So hasn't the -- you would have a
better way to respond to this question that is outside
the scope of ny experience -- but haven't costs in the
past been allowed as an exception to the -- to the
practice of being included in that given year's EBA --
haven't those been primarily situations where the costs
wer e unknown or unknowabl e at the tinme of the filing?

A. | think in common exanpl es of prior period
adjustnments that is the case, but not -- not always. |
believe the final exanple that the Conpany denonstrated
is an exanple of an error that occurred and that while
coul d have been knowabl e wasn't knowable to the Conpany
at the time and not discovered until a later period.

Q Okay. All right. Thank you for your candor.
| have no further questions.

CHAIR FENN: | shoul d have gone back to
Ms. Smith to see if she had any redirect after the cross
or --

M5. SMTH. It's okay. | did not have any
redirect after the cross.

CHAIR FENN: Okay. All right. Al right. |
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think that's everybody. M. Painter, thank you very
much for appearing today and testifying. | appreciate
it. It was very hel pful.

THE W TNESS: Thank you.

CHAI R FENN:  You can be excused.

The Conpany want to call its next w tness?

MR. KUMAR: Thank you, Chairman. We'd like to
call M. Robert Meredith who is appearing, | believe,
el ectronically.

CHAIR FENN: All right. M. Mredith?

THE W TNESS: Can you hear and see ne?

CHAIR FENN: Yes. We can see you. |
understand the way we've set it up today is you cannot
see us; is that correct?

THE WTNESS: That is correct. | can hear you
just fine.

CHAIR FENN: Okay. W -- the reason we did
that is we had sone problens with the technol ogy | ast
time around. We've decided this will be a nuch nore
efficient way to handle the hearing. You will not have
a visual access to the hearing room but we can see you.
So appreciate you being with us today, M. Meredith.

WIl you raise -- please raise your right arm

ROBERT MEREDI TH

was called as a witness, and having been first duly
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sworn to tell the truth, testified as foll ows:
CHAI R FENN:  Thank you, M. Meredith.
Okay. We'll go to M. Kumar.
MR, KUMAR:  Yes.

DI RECT EXAM NATI ON
BY MR KUMAR:
Q M. Meredith, could you please state and spel

your | ast nane for the record.

A Yes. M nane is Robert Meredith, R-o0-b-e-r-t.
Meredith is spelled Me-r-e-d-i-t-h.

Q And how are you enpl oyed by the Conpany?

A. My title with PacifiCorp is the director of
pricing and tariff policy.

Q Have you caused to be filed direct and, |

believe, rebuttal testinony and associated exhibits in

this proceedi ng?

A Yes.

Q And do you have any changes or corrections to
that testinmony or exhibits?

A | do not.

Q And if | were to ask you the same questions

today in that testinony, would you give the sane
answer s?
A. Yes.
MR, KUMAR:

M. Chairman, |1'd Iike to nove for
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the adm ssion of M. Meredith's testinony and exhibits.
CHAIR FENN: All right. Seeing no objection
to that, we will admt the direct and rebuttal testinony
of M. Meredith and the acconpanyi ng exhi bits. Thank
you.
(Robert Meredith's prefiled testinmny and
exhibits were admtted into evidence.)
Q. (BY MR KUMAR) M. Meredith, have you
prepared a sunmary of your testinony?
A Yes, | have.
Q Coul d you pl ease provide it.
A. Sure. Good norning, Chair Fenn, Conm ssioner
Cl ark, and Commi ssi oner Harvey. In ny direct testinony,
| presented the Conpany's proposed rate spread and
prices for the 2024 energy bal ancing account, or EBA.
The proposed rate spread and rate design for the 2024
EBA was prepared in a manner consistent with prior EBA
bal ances. Foll owi ng the Conm ssion's order approving
interimrates, rates increased for custoners by
$256.5 mllion or 11.6 percent. This net change is the
di fference between the prior collection Ievel of
$175.0 mllion and the new collection |evel of
$431.6 mllion for the 2024 EBA.
In its direct testinony, the U ah Association

of Energy Users, or UAE, noted that for rate spread
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Schedul e 9 was | unped together with Schedule 31 and
Schedul e 32 but that the actual EBA recovery set for
Schedul e 31 and Schedul e 32 was | ess than what was
assigned to these two schedules. This is primarily
because the EBA surcharge for Schedul e 32 does not apply
to the revenue for purchase power agreenent, or PPA,

desi gnated for Schedule 32 custoners. The shortfal
fromthis difference ends up being assigned to

Schedule 9 in the Conpany's pricing nodel.

UAE wi tness Dr. Higgins recomrended in his
direct testinony that the Conm ssion order the Conpany
to credit Schedule 9 by this amount in the 2024 EBA
deferral and fund it on a pro rata basis fromall other
cl asses, including Schedule 9. He also recommended t hat
t he Comm ssion order the Conpany to change its
met hodol ogy going forward in future EBAs so that the
deferral costs do not get allocated to revenue
associ ated with the PPA designated for Schedule 32.

In my rebuttal, | largely agreed with
Dr. Higgins that the Conpany's nethodol ogy was a
sinplification that was unfair for Schedule 9. However,
t he Conpany recommended a slightly different approach
under which Schedul e 31 and Schedul e 32 woul d not be
grouped together with Schedule 9 for rate spread.

| nstead, the EBA price applicable to the corresponding
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full requirenment rate schedul es would be applied to the
billing determ nates for Schedule 31 and Schedule 32 to
determ ne their EBA revenue, and the rate spread for al
ot her classes would be dynam cally adjusted to account
for the EBA revenue from Schedule 31 and Schedul e 32.

Maki ng this change woul d i ntroduce iterative
logic to the EBA pricing work papers but would result in
a nmore fair allocation to Schedule 9 and all other
cust omers.

My recomrendation for the Commission is to
approve this nmethodol ogy for the Conpany's EBA filings
going forward and to approve adjusting the recovery from
Schedul e 9 downward by the $3.3 million val ue shown on
my Exhibit RMM 3R and adjusting the recovery from al
other full requirenment classes to nmake up the shortfall.

In surrebuttal, UAE agreed with ny
recommendation. No other parties address this issue.
Thi s concludes ny summary statenents.

CHAI R FENN. Okay. Thank you, M. Meredith,
for your sunmmary. | appreciate it.

Anyt hing, M. Kunar?

MR. KUMAR: No. M. Meredith is available for
cross-exam nati on and Conm ssi oner questi ons.

CHAIR FENN: Ckay. Let's -- we'll go through

the sane order. W'Ill go to the Division first. Do you
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have any cross?

MR. GRECU. No questions.

CHAI R FENN: Okay. The O fice?

MR. MOORE: No questions. Thank you.

CHAI R FENN: Okay. M. Russell?

MR. RUSSELL: No questions. Thank you.

CHAIR FENN: Ckay. |Is M. Higgins going to
testify later with respect to the position on -- you're
in agreenent on this essentially?

MR. RUSSELL: He will be testifying later,
yes.

CHAIR FENN: Okay. AlIl right. Okay. Let's
go to Comm ssioner Harvey -- let's go to Comm ssioner
Harvey and see if he has any questions.

EXAM NATI ON
BY COWMM SSI ONER HARVEY:

Q Hel | o.

A. Good norni ng.

Q. | have just a few questions to clarify ny
under st andi ng of the EBA procedures as how it relates to
Schedul e 31 and 32. So these questions are not directly
concerning the proposed issue. | just want to
understand it a bit better.

So the PPA -- energy derived fromPPAs -- is

t hat not subject to any EBA charges because it's
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directly contracted by those custoners, or what's the --
what's the nechanismor |ogic there?

A. Sure. So what happens with the EBA is that
it's applied to power and energy charges, not to any
ot her charges, not to customer charges, not to facility
charges. The PPA is really a unique type of revenue for
Schedul e 32 custoners where the Conpany is paying that
PPA, but it is essentially like a pass-through in the
sense that the -- the custoner pays the Conpany. The
Company turns right around and pays the PPA. And so it
is -- the EBA percentage is not applied to that PPA
price. Rather, for Schedule 32 custoners, the EBA
surcharge gets applied to -- really to suppl enent al
power and energy charges, which are reflective of the
service they're receiving fromthe Conpany.

Q And the -- the cash flows that are associ ated
with those PPAs in ternms of what the Schedule 31 and 32
conpani es payi ng RMP and then RMP pays the supplier --
do those cash flows go through the EBA, or are they
accounted for separately?

A Oh, boy. | am not sure whether those are
specifically in the net power costs that are in the EBA
or not. | know that | |ooked at this in detail when I
was preparing the general rate case to try to nmake sure

t hat we understood exactly where it was in or out. |
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woul d probably have to look at ny records a little bit
deeper to remenber whether it was actually in the EBA or
not. | don't renenber right now.

Q. Okay. Thank you. As a followup to that, is
it your understanding that the Schedule 31 and 32
custonmers pay all of the costs associated with getting
t hat power?

A | do believe that Schedule 31 and Schedul e 32
pay all the costs of the PPA, the PPA being specific to
32, not to Schedule 31. [It's not a concept for
Schedul e 31, but the PPA for Schedule 32 custoners is
entirely paid for by those custoners.

Q Al'l right. So based on those answers, | would
conclude -- and tell nme whether |I'mcorrect or not --

t hat whether those are included in the EBA or not, the
net effect should be zero on the EBA?

A. Il would think -- | think that the net inpact
is zero for other custoners since it is a pass-through.
Trying to think here nechanically how that woul d work
with the EBA -- | think that -- yeah. | don't want to
guess what it is, if it's in or out, but |I would think
t hat that would be bal anced with the revenue that cones
in because it's revenue that the Conpany receives then
an expense that the Conpany pays out, but | don't want

to guess if it's in there or not specifically in the
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EBA, but, yes, | -- ny understanding is that it is

entirely paid for by those custoners.

Q Thank you. And then a final question. You
just nentioned -- and | should have been aware of it --
but that the 31 -- Schedule 31 is not associated wth

PPAs. So why were they part of this discussion in terns
of -- it's always referred to Schedule 31 and 32 and
t hen Schedul e 9. What was the connection with Schedul e
31? Is it just the nodeling?

A It is the nmodeling. | think that Dr. Higgins
identified the PPA as the | argest source of -- of
di fference for Schedule 9. | think upon -- reflecting
upon what Dr. Higgins was saying, | cane to a slightly
di fferent conclusion, which was that Schedule 9 is
grouped together with Schedule 31 and 32, and then the
ultimate rate spread for that sort of class of those
three schedules is then |unped together. | think that
the trouble with the way the nodeling was working, from
my perspective when | dive into it nore, is that the
rate spread was just kind of a uniform percentage
applied to 9, Schedule 31, Schedul e 32, including
Schedul e 32's PPA, which is not insignificant because
there's a | arge PPA conmponent to it.

But in reality, both of those classes -- sorry

both of those rate schedul es, Schedul e 31 and Schedul e
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32, have a part of their service that is suppl enental
service that is like a full requirements custoner with
power charges and energy charges, but a significant part
of their revenue is backup facilities charges and the
PPA costs for Schedule 32. That backup facilities
charge is there to account for the fact that a parti al
requi renents custoner has on-site generation and depends
upon the conpany's grid to serve it really at a nonment's
notice if their generation becones unavail abl e.

And so because of that, even though those rate
schedul es are relatively smaller than Schedule 9, it's
sort of overinflated the anount of costs being assigned
to that bundle of rate schedules -- Schedule 9, Schedul e
31 and Schedule 32. And then once it went into the rate
spread itself, that total pot of dollars assigned to
those three rate schedules -- it played out to where the
percent ages were applied to the power and energy
charges, but then nore costs got assigned to Schedul e 9.

And so the Conmpany's reconmendation there is
to instead pull out Schedule 31 and Schedul e 32, treat
t hem i ndependently, neaning that, in an iterative
fashion, the power charges and energy charges woul d be
applied to the percentage for full requirenents
custonmers for the EBA price. That revenue woul d be

determ ned and then would feed back into the anmpunts
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that are assigned to all rate schedules, which I think
is a better logic for this to keep Schedule 9 just
isolated on its own since that is ultimtely what the
all ocator is looking at -- is the cost of service for
Schedul e 9.
Q Thank you. Thank you for that expl anation.
That's all my questions.
CHAI R FENN:  Commi ssi oner Clark?
COW SSI ONER CLARK: | don't have any
guestions. Thank you, M. Meredith.
EXAM NATI ON
BY CHAI R FENN
Q. M. Meredith, | just wanted to understand the

dollars amounts. So as | read your rebuttal testinony,

you reconmended that Schedule 9 receive a $3.3 mllion
| ower price increase; is that -- is that accurate?
A Yes.
Q There was al so a statenent that Schedul e 31
and 32 woul d experience a -- and I think this is your
| anguage -- a slightly |ower price increase.
A Ri ght .
Q What is that slightly lower price increase? |

didn't see that.
A Yeah. Let nme pull that up here. It would be
on nmy Exhibit RMM3R. And if |I'm | ooking at that and |
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| ook

at Schedul e 31 and Schedul e 32, for Schedule 31 it

woul d be $114, 000. For Schedule 32, it would be

$18, 000.

Q. Okay. Al right. Okay. | understand why you

woul d have referred to it in your testinony just as a

slightly | ower price increase, but thank you for those

nunmbers, but the bottomline is, is that if you add

t hose nunbers together, the 3.3 mllion and then these

rel at
t ot al
will,

ot her

I vely m nor ampunts for Schedule 31 and 32, the
of that is then proposed to be passed on, if you
or the inpact of that would be to increase the

schedul es, and that is estinmted by you to be a

.2 percent price increase; is that correct?

A. That is correct.

CHAIR FENN: Ckay. All right. | have no

further questions. Thank you, M. Meredith.

testi
drop
parti

you.

Anything else from M. Meredith?

Ckay. We'Il excuse you. Thank you for
fying today, M. Meredith, and you can -- you can
off if you choose, or you can stay on and

cipate electronically if you'd like. Gkay? Thank

THE W TNESS: Okay. Thank you.
CHAI R FENN:  Appreciate it, M. Meredith.

Ckay. We'll turn back to the Conpany.

Page 33

Veritext Lega Solutions
Caendar-Utah@veritext.com 801-746-5080




© 00 N o o b~ w N P

N NN N NN R R R R R R R R R
O »h W N P O © O N O O M~ W N Rk O

Hearing - Docket No. 24-035-01. , Redacted - January 22, 2025

M5. SMTH. Yes. The Conpany would now |i ke
to call Brad Richards as its next w tness.
CHAIR FENN: M. Richards, welconme. Thank
you. Would you pl ease raise your right arm
BRAD RI CHARDS
was called as a witness, and having been first duly
sworn to tell the truth, testified as foll ows:
CHAI R FENN: Thank you very nmuch. You may be
seat ed.
DI RECT EXAM NATI ON
BY Ms. SM TH:
Q M. Richards, can you state and spell your
name for the record.
A Yes. It is Brad Richards, B-r-a-d
R-i-c-h-a-r-d-s.
Q And what is your role with the Conpany?
A. | amthe vice president of thermal generation.
Q Did you cause to be filed rebuttal -- sorry --
response, rebuttal, and surrebuttal testinony in this

proceedi ng?

A Response and surrebuttal.

Q Thank you.

A. Yes.

Q. Do you have any changes or corrections to

t hose testinobnies?
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A | do not.

Q. If | asked you the sane questions in those
testinoni es, would you provide the sane answers?

A Yes.

M5. SMTH: At this time I'd |like to nove for
adm ssion for M. Richards' testinonies and correlating
exhi bits.

CHAI R FENN: Okay. Were there exhibits to

both the response and the surrebuttal testinony?

THE WTNESS: | don't believe there were.

CHAIR FENN:  Yeah. | didn't renmenber seeing
exhi bits.

M5. SMTH: M apologies. | was getting going
with my notes. 1'Ill take that back.

CHAIR FENN: No problem It's just testinony.
There's no exhibits; correct?

THE W TNESS: Correct.

CHAI R FENN: Okay. That's what | thought.
Okay. Al right.

MS. SM TH.  Thank you for that correction.
Sorry.

CHAIR FENN:  No -- no problem | just wanted
to nmake sure | wasn't losing ny mnd because | didn't
see any testinony -- or any exhibits when | was

review ng the testinony.
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Ckay. Any objection? Seeing no objections,
we'll admit M. Richards' response and surrebuttal
testinmony. Thank you. All right.

(Brad Richards' prefiled testinmony was
admtted into evidence.)

MS. SM TH.  Thank you.

Q. (BY M. SMTH) M. Richards, have you

prepared a summary today?

A. | have.
Q. Pl ease proceed.
A Good norning, Chair Fenn, Conm ssioner Clark,

and Conmm ssioner Harvey. As part of this docket, ny
team and | provided portions of the initial filing

requi renents, including the thermal outage | og and
performance statistics. W further provided useful
information to support the regulatory review process by
subm tting over 90 additional docunents and responses to
over 30 supplenental questions conprising six sets of
data requests.

In ny response and surrebuttal testinonies, |
respond to the Daymark audit report and their
recommendations for disallowance related to outages at
t he Conpany's thermal generating units. | also correct
certain errors nmade by Daymark rel ated to those out ages.

My testinony denonstrates how t he Conpany
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diligently seeks additional resources when required and
i npl enents uni que solutions to properly address and
resol ve issues as el aborated in the descriptions |
provided related to the boiler tube --
(Reporter clarification.)

A. -- related to the boiler tube | eak at Naughton
Unit 2. As |'ve explained, a chem cal cleaning alone
woul d not have resolved the issue in itself and is
itself not an insignificant undertaking.

Resol ution first required new equi pnent and an
enhanced approach to water chem stry analysis as well as
a unique nethod to locate the source of the
contam nation before repairs were nmade. The Conpany
foll owed sound engi neering practices to identify and
address the issue through an iterative process before
then conpleting repairs and perform ng a thorough
cl eaning of the boiler.

The Conpany's generating units are conpl ex
facilities which utilize diverse array of equipnent to
provi de di spatchable energy to its custoners. M
testi nony denonstrates the Conpany makes deci sions
regardi ng the mai ntenance repair and replacenent of
equi pnent based on observabl e, operational information
and in consideration of safety while nmaking reasonabl e

efforts to utilize remaining useful life of its
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equi pnent .

Daymar k i nproperly conflates inprudence with
avoidability and the issue is whether an outage has
occurred in the course of a prudent operation, not
whet her an outage was potentially avoidable. M
testi nony denonstrates that the Conpany prudently
manages its thermal fleet to the benefit of its
custonmers. | recomend the Comm ssion reject the
proposed di sal |l owmances for the four remaining thermal
out ages referenced in the Daymark audit report. And
t hat concl udes my summary.

MS. SM TH. Thank you.

At this time, considering the content likely
to be discussed, the Conpany would |ike to suggest
noving into a confidential session.

CHAI R FENN: Okay. Does anybody want to
address that -- have any objection to that?

Ckay. So we will -- we are now hereby
conveni ng a confidential session of this proceeding.
This will be closed to anyone who has not signed the
confidentiality agreement. So if you're present -- if
there's anyone present in person who is not a signatory
who hasn't signed the docunent and subnmitted it to the
Comm ssion on the record as bound by the confidentiality

terms, we'll ask you to | eave.
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And 1"l ask the, you know --

MS. PASCHAL: There's a phone nunber | don't

recogni ze.

CHAIR FENN: Okay. We'Ill cover that one too.

So is there anyone here who needs to step out for this

sessi on?

counsel .

You' ve all signed -- and | guess I'Ill ask the

You can | ook around and make sure that there's

nobody here you don't recognize that you' ve got any

concerns

about. The only other ones are Conm ssion

staff that are in here.

There is also a phone nunber. So everyone

who's on the -- on the feed, the video feed -- | know
M. Meredith, M. D Donenico, and M. Hayet -- |'msure
you signed the -- the confidentiality agreenent.

There's a tel ephone nunber there that | don't recognize,

and if you could identify yourself. It begins 801 --

MS. PASCHAL: That's us.
CHAI R FENN: | did -- | did this last tine,

didn'"t I? You're going to | earn by your own

experiences, but apparently it's going to take nme a

little nore than twice to figure that out.

Okay. So we also have a 770 that ends in 15.

Can you identify yoursel f?

MR. HAYET: Yes. Can you hear me? This is

Philip Hayet.
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CHAIR FENN: Okay. That's interesting.

You're up there tw ce.

MR. HAYET: |'mup there tw ce because |
couldn't hear. So |l -- 1| called in, and now |'mable to
hear. | don't know why.

CHAIR FENN: Okay. Geat. W've resolved
that. We just didn't recognize the nunber. That's
fine. Al right. So anybody need to | eave? kay.
We're -- anybody who's not signed the confidentiality
agreenment is out of the room This portion of the
proceeding -- what do we do with that, Melissa? |It's
not -- it's obviously --

MS. PASCHAL: [It's not being streamed anynore.

CHAIR FENN: It's not being streaned any
| onger. You quit streaming. Okay. So it's not being
streamed. So we should be -- we should be good. |
think we can go forward now.

ok k%
(THE FOLLOW NG PORTI ON OF TRANSCRI PT
PAGES 41-67 HAVE BEEN MARKED
CONFI DENTI AL. )
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CHAIR FENN: We're ready to nove on to the
next w tness.

MR. KUMAR: Thank you. W are going to cal
M. WIding next.

CHAI R FENN:  Okay.

MR, KUVAR: But M. WIlding's summry,
believe, is entirely public, but to the extent that
there are questions on, you know, hedgi ng practices and
things |ike that, we may get into confidential session.
So | just want to note that for the record.

CHAIR FENN: Let's deal with it as it cones
up. |If it cones up and he responds, "That would require
me to provide confidential information,” we'll go back
into close session. Okay? Let's go ahead then.

MR. KUMAR: Thank you. The Conpany would I|i ke
to call M. WIding then.

CHAIR FENN:. M. WIlding, | would say wel cone
back, but I'm sure that's not appropriate. You don't --
you don't feel welconme in any of these proceedings. No
one ever does.

Al right. WII you raise your right armto
t he square. Thank you

M CHAEL G. W LDI NG
was called as a wtness, and having been first duly

sworn to tell the truth, testified as foll ows:
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CHAI R FENN: Thank you. Please be seated.
MR. KUMAR. M. WIding, are you ready?
THE W TNESS: | am
DI RECT EXAM NATI ON
BY MR, KUMAR
Q Coul d you pl ease state and spell your nane for
t he record.
A Yes. It is Mchael G WIlding. That's
Mi-c-h-a-e-I, mddle initial G Wi-Il-d-i-n-g.

Q. And how are you enpl oyed by the Conpany?

A | amthe vice president of Energy Supply
Managenent .
Q. And have you caused to be filed response,

rebuttal, and surrebuttal testinony with associated

exhi bits?
A. Yes.
Q. And do you have any changes or corrections to

that testinony?
A No, | do not.
Q And if | were to ask you those same questions
t oday, would you give the sanme answers?
A Yes, | woul d.
MR. KUMAR: |1'd like to nove for the adm ssion
of M. WIlding' s testinmony and exhibits.
CHAI R FENN: Okay. W thout objection, we'l
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admt the response and rebuttal and surrebuttal
testinmony of M. WIlding with the acconpanying exhibits.
(Mchael WIlding's prefiled testinmony and
exhibits were admtted into evidence.)
Q. (BY MR KUMAR) M. WIding, have you prepared
a summary of your testinmony for the Conm ssion?
A Yes, | have.
Q. Coul d you pl ease provide it?
A. Yes, | wll. Good norning, Comm ssioners.
Thanks for having me again.

In ny testinony | explain how Ut ah custoners
benefit from Pacifi Corp's system Pacifi Corp operates
two bal ancing authority areas with transm ssion
connecting the two areas. The first balancing authority
area is PacifiCorp West, or PAC West, which generally
consi sts of our generation and transm ssion assets and
customer | oads geographically located in California,
Oregon, and Washi ngton. From Pacifi Corp West, we can
access the power market hubs in the northwest -- nanely
the Md-C, or Md-Colunbia, market and the
Cal i forni a-Oregon Border, or COB, market hubs.

Qur Pacifi Corp East bal ancing area for -- our
bal anci ng authority area, or PACE, generally consists of
our generation and transm ssion assets and our custoner

| oads geographically |ocated in Idaho, Uah, and
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Wom ng. From PACE, we are able to access the sout hwest
power mar ket hubs: Palo Verde, Mna, and Four Corners.
And the Conpany co-optim zes the two bal anci ng authority
areas and uses its transm ssion rights to serve load in
a | east cost manner.

A big part of providing reliable energy in a
| east cost manner is our hedging program and we hedge
by maki ng physical power transactions in the forward
mar ket to protect against both price volatility and
power supply risk

My rebuttal testinony first responds to
concerns by the Utah Division of Public Utility's
witness M. Gary Smth who has suggested an adj ust nent
to reduce the allocation of power hedges the Conpany
enters into on the west side of our system from
44 percent to 20 percent. This adjustnent is based on
t he m sunderstandi ng by the Division that U ah custoners
do not benefit fromthe | oad, resource, and geographic
di versity provided by PacifiCorp's transm ssion and
generation system

Specifically, M. Smth suggests that all the
Conmpany' s hedges at M d-C do not benefit or serve Utah
custoners. \What M. Smith does not understand is that
the reality is just the opposite of what he has

suggested. Utah custoners benefit greatly fromthe
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Conpany having access to and being able to hedge at
M d-C, and the Conpany uses these purchases of physical
energy to serve system | oad.

Notably, M. Smth does not suggest an
alternative action that the Conpany should have taken in
pl ace of hedging at Md-C that would replace the | ost
energy and still reliably serve |oad. The obvious
alternative is to perhaps instead make those hedges or
mar ket purchases in the southwest closer to the Ut ah
| oad so that purchased el ectrons would be nore likely to
be consumed by Utah custoners. However, Md-Cis the
most |iquid nmarket hub in the western United States, and
this alternative presents a liquidity problem

Additionally, Utah custonmers benefit fromthe
Company hedging at M d-C because it is generally nore
cost effective. Mdst of the Conpany's hedging activity
is in the summer nonths, and generally speaking the
nort hwest has nore mld sumers and experiences | ower
peak | oads than the southwest, and the price difference
between M d-C and the southwest typically will reflect
that. This is the diversity benefit that | nmentioned
earlier.

Wil e true that nost of the Conpany's
generation is located in PACE, making econom c hedges at

M d-C all ows the Conpany to use the flexibility of the
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Conpany's transm ssion systemto benefit all of our
customers, including Utah customers. This works by
econom cally hedging at Md-C, which is the | ow cost
option and the nore |iquid market, and using that
purchase energy to serve load in a PacifiCorp West area
and then using the generation geographically |ocated in
PACE to serve custoners here.

Not ably, all custoners in each of our states
pay for generation across our systens. For exanple,

Ut ah custonmers pay the costs of generation |ocated in
all of our states, including Oregon and Washi ngton, and
Washi ngt on and Oregon custoners also pay for the costs
of generation located in all of our states, including
Ut ah and Wyom ng.

If we were to operate the way M. Smith seens
to be inplying, the Conpany would have to reserve the
transm ssion to send a significant amount of energy from
the generation plants located in Uah and Womng to
Paci fi Corp West and then enter into the same anmount of
hedgi ng transactions in the southwest, likely at a
hi gher cost. It is unclear if the Division understands
this concept, because by recommendi ng that the majority
of M d-C hedges be disall owed, they seemto understand
that at |east a portion of the Md-C hedges benefit Ut ah

cust oners.
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When M. Jones proposed a siml ar adjustnent
in the general rate case, it was noted that this new
al l ocation nethod is inconsistent with the 2020
Prot ocol, but the DPU believes that is okay as the DPU
deens the 2020 Protocol an unjust allocation. However ,
this is nothing nore than cherry-picking the marginal
resource used to serve | oad and disall ow ng those costs
for no other reason than market purchases are the nost
expensi ve source.

Presumably, M. Smth would rely on the
generation resources geographically located in PACE to
serve U ah | oad rather than make hedges or nmarket
purchases at Md-C. The only problemwth this, and as
| noted earlier, is that custonmers throughout our
Six-state service territory have paid for the resources
| ocated in PACE and are entitled to the benefits of
those resources. Utah cannot sinply take all the
benefits of those resources.

Additionally, this inplication that the 2020
Protocol is unjust is odd as it has been used in
multiple regulatory filings and the Division was a
si gnat ory.

Finally, the Conpany has a robust and prudent
hedgi ng programto mtigate price volatility and reduce

supply risk under increasingly volatile and scarce
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mar ket conditions. Notably, the Conpany files a

sem annual hedging report with the Conm ssion as is
conti nuously working with the Division and their
consultant to inprove the program and the docunentation
avai l able for review in the EBA

I will additionally address the Conpany's
i nclusion of the cost of purchasing allowances for the
Chehalis generating facility in order to conply with the
Climate Comm tment Act of Washi ngton.

Rocky Mountain Power's required to conply with
the laws in all of the states in which it operates, and
this includes laws related to environnental conpliance
and taxes. Disallow ng recovery of the conpliance cost
penal i zes the Conpany for conplying with Washi ngton's
state law. The DPU and UAE do not dispute that the
Conpany is required to obtain em ssion all owances for
Chehalis generation and do not recommend that the
Conpany renove the benefit of Chehalis generation from
Utah rates. |Instead, they are recommendi ng that the
Conmpany renove the generation costs that were
prudently -- prudent and necessary for the operation of
the facility for the benefit of Utah custoners.

| request that the Conm ssion deny the
Di vision's proposal to unreasonably adjust net power

costs and that the Comm ssion all ow custoners to benefit
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fromthe | oad and resource diversity of PacifiCorp's
system Additionally, | recomend the Conm ssion deny
t he DPU and UAE and OCS's recommendation to renove the
CCA conpliance cost fromthe EBA.

Thank you. This concludes nmy testinony.

CHAI R FENN: Thank you, M. WIding, for your
summary. Appreciate it.

Anyt hing before you turn him over for cross?

MR. KUMAR. No. M. WIlding is available for
Cross-exani nati on.

CHAIR FENN: Ckay. Let's go to the Division.
Ms. Schm d?

M5. SCHM D: Thank you. The Division has just
a few questions for M. Wlding. M. Gecu wll pass
out a cross-exam nation exhibit that 1'd |ike to have
mar ked as DPU Cross Exhibit 1, and may he approach the
wi t ness when he gives the witness that?

CHAIR FENN: Sure. Absolutely. And he can
give it to us first.

MS. SCHM D:  Yep.

CHAIR FENN:  And then to the w tness.

COW SSI ONER CLARK:  Thank you.

CHAIR FENN: Okay. W'll give M. WIlding a
nmonment or two to review that, but this is -- this would

be marked as DPU Cross 1; is that correct?
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MS. SCHM D:  Yes.

CHAIR FENN: And let's see if anyone has an
objection to this exhibit being admtted. Any objection
from Rocky Mountain Power? 1'll give you a second
| onger to look it over if you're still | ooking.

VMR, KUMAR: To the extent that this is a

section of the United States -- it |ooks |ike United
States Code, | don't think we have an objection.
CHAIR FENN: As | -- as | look at it -- and

let's ask a clarifying question just before we admt it.
This is -- there's no commentary on this. This is just
an excerpt fromUnited States Code -- USC Code

Annot ated; is that correct?

M5. SCHM D: That is correct with the
statutory references to the public law and things |ike
t hat .

CHAI R FENN:  Sure.

MS. SCHM D: But no commentary.

CHAI R FENN: Yeah. Okay. But this is just
sonet hing that you pulled off of Section 391 off of
West | aw?

MS. SCHM D: It is.

CHAI R FENN: Okay. Any objections to its
adm ssi on?

No. OCkay. W'Ill admt DPU Cross 1.

Page 77

Veritext Lega Solutions
Caendar-Utah@veritext.com 801-746-5080




© 00 N o o b~ w N P

N NN N NN R R R R R R R R R
O »h W N P O © O N O O M~ W N Rk O

Hearing - Docket No. 24-035-01. , Redacted - January 22, 2025

(DPU s Cross Exhibit 1 was admtted into
evi dence.)
MS. SCHM D: Thank you.

Q. (BY Ms. SCHM D) M. WIding, have you had a
chance to read this short paragraph?

A. Yes, just -- just now.

Q | have a -- very few questions. For ease of
the record, I'mgoing to read the paragraph into the
record, and I wll ask counsel for the Conpany to help
make sure that | read it correctly.

It is 15 USCA Section 391 entitled "Section
391. Tax on or with respect to generation or
transm ssion of electricity.” The paragraph reads, "No
state, or political subdivision thereof, may inpose or
assess a tax on or with respect to the generation or
transm ssion of electricity which discrimnates agai nst
out - of - Stat e manufacturers, producers, whol esal ers,
retailers, or consuners of that electricity. For
purposes of this section a tax is discrimnatory if it
results, either directly or indirectly, in a greater tax
burden on electricity which is generated and transmtted
in interstate comrerce than on electricity which is
generated and transnmitted in intrastate conmerce.”

Did | read that correctly?

A. Yes.
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Q Thank you.
CHAIR FENN: And we'll just note as a
Comm ssion that that -- that's an accurate -- you read
that exactly as it appears in the cross-exam nation
exhi bit.
MS. SCHM D: Thank you.
Q (BY M. SCHM D) Do | understand correctly
t hat Rocky Mountain Power considers the Washi ngton CCA

conpliance costs for Chehalis as a tax?

A | believe that it is analogous -- | can't
speak -- it's simlar to a tax for sure and functionally
works as a tax. It's -- in ny testinony | speak to it

bei ng a generation cost because the only way to incur
that cost and the only way to avoid that cost is either
to generate or to not generate at Chehalis. So it is a
tax or a price or a cost associated with the em ssions
at Chehalis due to generating.

Q Thank you.

Paci fi Corp's Washi ngton customers do not pay
the same anmount for that tax as PacifiCorp's custoners
in other states; is that correct?

A Generally speaking, yes. The way -- the way
the aw works is that Chehalis incurs an allowance for
its em ssions, and those all owances typically have to be

purchased. Now, Washi ngton | oad -- Washi ngton retai
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customers receive free allowances fromthe state of
Washi ngton to offset the all owances that are required
for their share of the em ssions from Chehalis. So
general | y speaki ng, yes.

You know, we don't think this is fair. |
think I noted that in ny testinony. W have a pending
lawsuit in the federal court system The first |awsuit
t hat we brought agai nst the Washi ngton Departnment of

Ecol ogy was di sm ssed, and we currently have it at the

court of appeals. | don't know all the formalities.
Sorry. |I'mnot a | awer, but, generally speaking,
think that's correct it's at the court of appeals. It's

bei ng appeal ed.

Q Thank you. Never apol ogize for not being a
| awyer. Some of us have to apol ogize for. Anyway, |
di gress.

Okay. Turning now to USCA Section 391 that |
just read into the record, 1'd like to ask a -- your
opi nion, as an expert witness for the Conpany, not as a
| awyer, on the | ayperson's reading of the code.

MR. KUVAR: M. Chairman, at this point, |
would like to object. | nean, while Ms. Schm d has
acknowl edged that M. WIlding is not a |lawer, | think
it's inportant to state for the record that M. W1 ding

is, of course, still not a |lawer, as we noted a few
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times now, nor is he a tax expert and that he nmay not be
able to interpret a section of the United States Code
regardi ng taxes that has been placed in front of him
CHAIR FENN: | think -- thank you, M. Kunar.
| think that your objections will help us Iimt the
scope of what can be asked of M. WIding, that he's not
a tax expert, he's not a lawer. And if he has an
opinion as a layman, as Ms. Schm d has asked, he can
answer that, given the parameters or the restrictions on
the scope of his experti se.
So you can ask your question again.
MS. SCHM D: Thank you.
Q. (BY MS. SCHM D) 1Is PacifiCorp's position that
t he CCA conpliance costs are a tax and they affect
Washi ngt on custoners differently than custoners in other
states? |I'mjust reiterating what | asked before.
And you can just refer back to your prior
answer if that's easier.
A Okay. | refer back to nmy prior answer.
Q Doesn't it seem froma layman's reading, that
t he Washi ngton CCA tax would be illegal under 15 USCA
Section 3917
A Again, I'mnot a lawer. So | think, yes, we
agree. We do not think the tax is a legal -- | can't --

| know we are nmaking an interstate commerce argunent in
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our case. What section that applies to, |I'm not going
to opine on that, but, again, as | noted, the Washi ngton
CCA has been upheld once already in federal court and
then again -- one in a case before ours, again with our
first case that was dism ssed that we are now appeal i ng.

So it is the current Washington |aw right now,
and, you know, ny opinion really doesn't matter. |If
it's the Washington | aw and we have to conply with it,
and in order to generate at Chehalis we are incurring
costs, we think those costs are -- should be, you know,
coupled with the benefits, and as the benefits are
flow ng through to Utah custoners, the costs should as
wel | .

So, really, nmy opinion doesn't really matter.
Like, | agree it's an unfair law, and that's partially
why we're suing the state of Washington, but as we stand
here today, it is the current |law, and those costs are
bei ng i ncurred because of generating at Chehalis for the
benefit of all of our custoners, including Uah
custoners.

Q Thank you. | have no further questions.

CHAIR FENN: Ckay. Thank you, Ms. Schm d.

M. Moore, do you have any questions?

MR. MOORE: | have none. Thank you.

CHAI R FENN: Okay. Thank you.
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M. Russell, questions of this w tness?
MR. RUSSELL: Yeah, | do have sone questi ons.
CROSS- EXAM NATI ON
BY MR, RUSSELL:
Q My questions will be limted to your testinony
relating to the Climte Comm tment Act or the CCA.

Your position in this docket is that the CCA

is a--is a generation tax? 1Is that your position?

A It's a generation tax. |It's a cost of
generation. It's -- again, I'mreading this -- |I'm not
a lawer. |It's a cost associated with generating at

that plant. You incur it when you generate. You avoid
it when you don't generate.

Q Yeah. And | want to touch on that point
shortly, but let's -- let's focus on the -- the -- the
obl i gations you have to conply. So there are
al | omances, | gather, that are required for the Conpany
to acquire themto conply with the law, is that right?

A Yes, that's right. For every netric ton of
gr eenhouse gas em ssions that we incur, we have to buy
one all owance to offset that.

Q Well, but not for every metric ton. You don't
have to buy them for every netric ton. You only have to
buy them for the metric tons that are associated wth

serving custoners outside the state of Washi ngton;
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right?

A Yes, that's correct. So we receive free
al | owances for the ampunt of em ssions that are
associated with the retail |oad of Washington custoners.
That's correct.

Q Yes. So | actually want to talk about how the
no-cost allowances, which | think is the sort of term of
art that gets used, are allocated to Pacifi Corp. One of
the -- the exhibits provided or attached to the rebuttal
testinmony that the Division provided was a response to a
data request that said something to the effect of that
no-cost allowances are directly attributable or -- to
Washi ngton | oad but not to Chehalis. Do you recal
t hat ?

A. I would need you to point ne to the data
request and perhaps give ne a --

Q. Fai r enough.

A. -- give nme a copy because | don't have one.

Q. Yeah. And | actually don't have a copy. |I'm
hoping that the Division can get it to you. It is DPU
Exhibit -- and it's to the rebuttal testinmony -- 2.4 R

A You said 2.4 R? It's a DPU?

Q Yes. And it is -- it was attached to the
rebuttal testinony of the Daymark wi t nesses,

M . Di Donenico and M. Koehl er
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A Yeah. | -- I'mthere. | see it.

Q. Okay. So | was curious about this response --
and this is 11 -- this is the Conpany's response to DPU
Data Request 11.2 B. Were it says, "The no-cost
al | omances Washi ngton has decided to provide to its own
custonmers is tied directly to Washington's retail | oad
and the attributes associated with Pacifi Corp serving
that | oad. The provision of no-cost allowances is
di stinct fromthe generally applicable generation tax
i nposed by the Washi ngt on Cap-and-1nvest program"”

And going back to up to "A," it says, "No-cost
al | owances are provi ded based on Pacifi Corp's Washi ngt on
retail load and not specifically for the Chehalis
plant."

| read that, and I find myself wondering how
isit -- like what is -- how -- how are the no-cost
al | omances allocated to you? 1Is it conpletely
irregardl ess of the amount of generation at Chehalis, or
maybe you can just give us a narrative on how the
no-cost all owances are all ocated?

A Sure. The Washi ngton all ocation no-cost
al | omances are based on the Washington retail |oad and
then what will be used to serve that load, if that makes
sense. So we -- we submt a forecast during a

conmpl i ance period, which is a -- before the conpliance
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period, which is a four-year period, and we say, "This
is the expected Washington | oad. These are all of the
resources that we are going to use to serve Washi ngton
load.” And not only are -- are the em ssions for
Chehalis an instate generation subject to the CCA or the
carbon -- what is it -- the Climate Conm tnment Act but
So are inports into the -- the -- into the state.

And so you take that, and you | ook at that,
and you say, "Okay, Washington, you're going to have 'X
anmount of | oad, and you're going to be served by this
m x of resources, and so you' re expected to have this
many em ssions associated with -- you know, 'Y' anount
of em ssions associated with the retail load." Part of

that is Chehalis, and we receive those no-cost

al l owances to -- so that retail load in Washington is
not -- they receive no-cost allowances for all the --
all the em ssions associated with retail [oad, including

t he Chehalis em ssions.

Q. Okay. | think I understood you to be saying
that the conpliance obligation for the Washi ngton | oad
i ncludes the Washi ngton all ocated generation from
Chehalis and then also any out-of-state GHG em tting
resources that are allocated to Washi ngton; right?

A Yeah, yes. That's right. And the nuances of,

you know, how those allowances get to Pacifi Corp and
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what we have to retire, not quite up to speed on, but

t he Chehalis all owances, because we generate in state,
we are also required to emt those and -- sorry. So we
are the emtting party, and so we have to retire those
al | owances. So because, you know, it's our |oad and our
generation, we would get the free all owances that we --
are associated with Chehalis, or the no-cost all owances,
and then retire those.

Q. Okay. But the -- so we've been tal king about
no-cost allowances. W 're going to spend a little bit
of more time on that. | just want to make a distinction
here. The all owances that are not the no-cost
al | owmances -- those are applicable only to generation at
Chehalis and not to generation outside of the state?

A That's right.

Q Okay. In connection with the no-cost
al | owmances, when they are provided to you by the state,
is it for an annual period, for a nonthly period? Can
you - -

A Il -- 1 would need to check, but | believe it's
an annual period that -- so we submt the forecast for
the four-year conpliance period, and | believe those
no- cost all owances are deposited into our account
annual | y.

Q And when do you retire thenf
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A. It depends -- on when we retire them W have
a holding limt, and so we can only bank and hold so
much of the all owances, whether they're purchased or
no- cost all owances, and then what we actually do is we
nove themin -- so we have our hol ding account, and then
we nove theminto our conpliance account. So typically,
because we have those holding limts, we do nove those
no-cost all owances into the conpliance account pretty
qui ckly, and then Washi ngton goes into the conpliance
account and actually retires them

Q Is the conpliance obligation for al
al | omances made -- is that done at the sanme tine, or is
there a separate conpliance obligation timng-w se for
the no-cost all owances?

A. No. It's all done at the sanme tinme. So you
have a four-year conpliance period, and then each year
you have to retire or put in your conpliance account
30 percent of the all owances that you need to conply,
and then by the end of the conpliance period, end of
that four years, you have to retire, essentially, enough
al l omances for the entire four years. So each year you
have a 30 percent target, but by the end of the
four years, you have to nake up the whole 100 percent.

Q Okay. And you all have reached out to the --

to the Departnent of Ecol ogy -- the Washington
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Departnent of Ecology to seek clarification about
whet her you could apply the no-cost all owances to
custoners or to em ssions that are deenmed to match
custoner load in states other than the state of
Washi ngton; right?

A. Yes, we have, and, in fact, during the
rul emaking -- you know, the |aw says that, you know,
retail electricity customers would receive free
al | owances or that we would receive free allowances for
t he Chehalis generation for the generation associ ated
with those custonmers. And we did seek clarification,
and we al so, you know, took the position that, you know,
Washi ngt on Departnent of Ecology could interpret that to
mean all electric custoners, even those outside of
Washi ngton. They did not accept our interpretation or
our position, and they've said that, no, those no-cost
al | omances have to be used for WAshington

Q Ri ght. And so those no-cost allowances are, |
guess, articulated as a benefit that are attributable
only to Washi ngton custoners; right?

A Yes, that's correct.

Q Okay. And, in fact, the paragraph that we

were reading here in DPU 2.4 R 11(b) makes reference

to -- I'll just read the |ast sentence of the first
paragraph. "Therefore, these no-cost all owances are
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assigned consistent as a state-specific initiative under
3.1.2.1 under the 2020 nmultistate process
interjurisdictional cost allocation nethodol ogy, or 2020
Protocol "; right?

A. Ri ght. Those no-cost allowances -- yes. They
are allocated to Washington | oad because that's the
Washington law. So to conply with the Washi ngton | aw.

Q. Okay. Let's talk a bit about the -- the
al | omances that are not the no-cost allowances. So you
nmenti oned that you have to retire allowances to -- to
match -- | forget what the neasurenment was or the nmetric
was of GHG em ssions. You have it off the top of your
head; right?

A Yeah, one mllion nmetric ton of em ssions is
one al | owance.

Q Okay. And so | assune then that -- you've
indicated that there's a forecast of generation -- |
assuned -- to get the no-cost allowances, | assuned that
t he Conpany does sonething simlar when it acquires the
al | owances that are not the no-cost allowances, or the
pai d al | owances, | guess?

A. So there's two ways that you can acquire
al | omances or buy allowances. ©One is just in the
bil ateral market, so just seeing if anyone has anything

for sale. Not a very liquid market. W don't typically
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do anything there.

The other way that we do it is the quarterly
auction, and the way that quarterly auction works is
everyone submts a bid, and it's a reverse auction. So
they start at the highest bid, and they have a |limted
anount of allowances that they are selling in that
auction, and so you take the highest bid and the nunber
of allowances that that bidder is willing to buy at that
price, and then they start working their way down the
stack. And when they hit the linmt of what they're
offering for sale at whatever that price was at that
bid, that sets the price for -- for all the -- the
al l omances. So if you bid above that price, you get
al l owances at that -- whatever the clearing price was.
If you bid below the clearing price, you don't get any
al | owances.

Q. Okay. And when you are -- and you said these

are quarterly auctions?

A Yes.
Q When you're acquiring at the quarterly
auctions, are you acquiring for -- for em ssions that

you've yet to emt, or are you acquiring for past
eni ssions, or how do you approach that?
A. I --

MR. KUMAR: | want to -- at this point, | want
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to maybe slightly object because | think, again, to the
extent that M. WIlding is disclosing our bidding
strategi es regarding the purchases of CCA all owances,
there are certain restrictions on revealing that
information, especially publicly, because they could

be -- there's certain market nonitoring and nmarket
mani pul ation rules with regards to the market no-cost

al | owmances that exist in Washington.

CHAIR FENN: Ckay. So M. Kumar has raised a
caution here with respect to the potential revelation of
confidential information.

M. WIding, can you answer M. Russell's
guestion wi thout disclosing confidential informtion?

THE WTNESS: No. And | don't know if this is
appropriate, but I would like to confer with nmy counsel
because the Washington | aw specifically prohibits us
from di scl osi ng our --

CHAIR FENN: We'll take a -- we'll take just a
brief recess. W won't |eave the bench. W'IlIl just |et
M. Kumar and M. WIding confer for a few m nutes.
We'll go just off the record for a second.

(Di scussion held off record.)

CHAIR FENN: Okay. Let's go back on the

record. | guess the first question I have is whether

M. Russell can rephrase his question so we don't
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address anything that shouldn't be disclosed pursuant to
Washi ngt on | aw.

MR. RUSSELL: |[|'m wondering if maybe the
wi tness can tell us whether his conference with his
counsel has changed his m nd about whether he can answer
t he question as phrased.

CHAIR FENN:  Yeah. That'd be fine. Let's ask
t he question.

A. | can -- | can generally speak to the rul es of
the auction and conpliance obligations, and | can speak
to how we account for those and how those costs are
reflected in our accounting records, al
non-confidentially obviously.

Q Yeah.

A VWhat Washington | aw prohibits disclosure of is
our strategy in acquiring those all owances.

Q. Okay. So maybe | can rephrase the question
around that. That's hel pful.

CHAI R FENN:  Ckay.

Q When you go to -- when you go to conply,
you' ve indicated there's sonme report that, pursuant to
if you retire these allowances, do you have to
denonstrate that you acquired the all owances before you
made the em ssions?

A. No. The rules are -- again, it goes back to
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that 30 percent | was tal king about. So you get the
four-year conpliance period. You have to -- so 2023 --
just using 2023 as an exanmple, it would be part of that
four-year conpliance period. You have to acquire
30 percent of the allowances in 2023, and they have to
be 2023 vintage all owances, and they have to be retired.
You can't use prior years to conply with 2023.

So | can't use a 2023 all owance -- vintage
al l owance to conply with 2024, but if | didn't buy
enough or if an emtter -- emtting entity did not buy
enough in 2023, they could buy 2024 vintage all owances
to cover '23. So you can go backwards, not forwards,
and then -- but within the cal endar year.

Q Ckay. And you nentioned these auctions occur
quarterly; right?

A That's correct.

Q. Okay. And | assunme, based on the way that you
descri bed how the auctions work, that the price of a --
of the allowance -- or even average price of allowances
that may be acquired at an auction may change from one
gquarterly auction to the next?

A That's correct.

Q. Okay. And so when you are running Chehalis
and generating electricity there, you don't know at that

time what the cost of an all owance m ght be to satisfy
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your obligation to retire an allowance for your
em ssions on any given day; right?

A. That's correct. W don't know what the next
mar ket -- or what the next quarterly auction is going to
clear at. So we use the best information that we have
possi bl e and avail abl e, including the past auction
clearing prices, including what we're seeing in the
bil ateral market, and we add a adder to the Chehalis
di spatch to account for that the best way -- estimate it

t he best way we can.

Q Okay. That's helpful. |Is there any other --
you nentioned in your testinony that -- that, you know,
you treat -- you know, in your mnd, this is a tax or

li ke a tax, and you make specific reference to the
Won ng wi nd tax. When you pay the Womnm ng wi nd tax, do
you know how rmuch that tax is when you generate fromthe
Wonm ng wi nd plants?

A. At one point it was a dollar a negawatt hour.
Whet her that's increased or not -- but generally
speaking | think that's pretty cl ose.

Q But how does that price change?

A ["'mnot a Wom ng tax expert, but | would

assunme that, based on kind of general know edge, it

woul d be a -- have to pass a |law to change the tax.
Q Ckay. |Is there any other generation tax that
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operates in the way that we just described with the
acqui sition of allowances for em ssions that you're

aware of that the Conpany has to conply with?

A No.
Q Is there any other generation tax that the
Company is -- it doesn't -- it can't determ ne the

anount of the tax when it is generating?

A No, not that |I'maware of. And, again,
t hi nk whether we interpret it as a tax or not is kind of
beside the point. |It's a cost associated with
generation. It's a generation cost that -- and clearly
by the 2020 Protocol, that generation cost should follow
t he benefits of Chehalis and should be allocated on a
system basi s.

Q. Well, it's an em ssions cost; right? The
conpliance requirement is for 100 mllion tons of
enm ssions fromthat plant, not fromthe generation of
energy; right?

A Right. But you can't generate w thout

emtting, and so the em ssions and generation are hand

i n hand.
Q There are other costs that are hand in hand
too, though, that aren't taxed, like fuel costs; right?

Li ke, if you don't generate from Chehalis, you also

don't -- you don't have to buy gas?

Page 96

Veritext Lega Solutions
Caendar-Utah@veritext.com 801-746-5080




© 00 N o o b~ w N P

N NN N NN R R R R R R R R R
O »h W N P O © O N O O M~ W N Rk O

Hearing - Docket No. 24-035-01. , Redacted - January 22, 2025

Right. And gas is system all ocat ed.

It is, but it's not a tax; right?

A
Q
A. Right. But it's a generation cost, fuel cost.
Q But not a tax?

A

Correct.
Q Okay. And there's a statenment in your
testinony that | think gets to this point. It's on --
it's in your response testinony at |line 444. Let ne

know when you're there.

A Yep, |'mthere.

Q Okay. | don't think this starts at the
begi nning of the line, but it says, "For any energy
exported to Uah fromthe Chehalis plant, there is an
incremental dollar per negawatt hour cost based on the
GHG al | owance price for the test period.”

Did I read that right?

A. Yes, you did.

Q Okay. Help nme understand how you get to the
dol | ar per negawatt cost because what we've been tal king
about is allowances that need to be retired, you know,
to match this hundred mllion tons of em ssions, not
megawatt hours.

A Yeah. | typically try not to do nath on the
fly.

Q And | don't do it either. I'mwth you.
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A. But essentially you take the em ssions rate of
the plant, and you can back into the megawatt hour
generation. So the dollars per the allowance and the
eni ssions rate and you can get to the doll ar per
megawatt hour for that carbon anount.

Q Yes. So you can forecast a price, and you
guys do that for your NPC cal cul ation?

A Yes.

Q. And you can forecast the energy that you may
produce from Chehalis in any given year; right?

A. Ri ght .

Q And i f you know how much of the GHG wi || be
em tted per negawatt hour, you can back into a price per
megawatt hour; right?

A That's correct.

Q Okay. And so that's where you get this

i ncrenental dollar per negawatt hour reference; is that

right?
A That's correct.
Q But, you know, aren't there other -- | nean,

we just talked about fuel costs. Aren't there other --
ot her things you could, if you wanted to, back into a
dol | ar per negawatt hour increment fromthe operation of
a generation plant?

A. For exanpl e?
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Q Labor.

A. You could. And there are sone things that we
do that. We have variable O%M costs that aren't
i ncluded in net power costs, but those variable O&M
costs are included in the dispatch of sonme of our -- of
our thermal plants because those O&M costs are incurred
and are variable wth the generation.

Sonet hing that is not variable with the
generation, though, you could do the math to figure that
out. It doesn't necessarily -- it doesn't make sense to
do that math and then include it in the dispatch price
of that plant because those costs won't vary with --
with the dispatch. But sonething |ike variable O&M
something like -- that would include stuff |ike
chem cal s or things of that nature that does change with
t he generation, we do include that in the dispatch price
for our thermal plants.

Q We | ooked at that response to a data request

earlier that made a reference to Section 3.1.2.1 of the

2020 Protocol. Do you recall that?
A | do.
Q Your testinony nakes reference to a different

section of the protocol at 3.1.7. Do you renenber that?
| could point you to it here if you need.

A. Yes, | do remenber that.
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Q Ckay. And -- oh, look you have a copy.

MR. RUSSELL: | actually have sone copies of
the 2020 Protocol |I'mgoing to pass out to the
Commi ssion. 1've already distributed to counsel. [If |

may approach?

CHAI R FENN: Pl ease. Okay. So just to nmke
sure, so DPU and OCS already have copies of it? Okay.
And do we have a copy for the court reporter? 1'l
give -- do we have another copy here?

Okay. And you have a copy in front of you,
M. WIding?

THE W TNESS: | do.

CHAIR FENN: Ckay. All right. M. Russell,
go forward.

MR. RUSSELL: Thank you.

Q (BY MR RUSSELL) Let's go ahead and turn to

Section 3, and let's go first to 3.1.7.

A. Okay. |I'mthere.

Q. It's the section you cited, and this rel ates
to m scel |l aneous costs and taxes. You indicate in -- on
i ne 485 of your response testinony -- you say that --
sorry. |I'Il let you get there first.

A Yeah.

Li ne 485.

A "' mthere.
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Q Ckay. You say here, "Section 3.1.7 of the
2020 Protocol applies to the generally applicable
conmpl i ance costs associated with purchasing GHG
al | omances for the Chehalis plant. Section 3.1.7 states
t hat generation-rel ated di spatch costs and generati on-
and fuel-related taxes are allocated using the System
Generation, or SG allocation factor. Here the
Cap-and-lnvest programis a generation tax because there
is no conpliance obligation if there is no generation,
and the amount of the conpliance obligation is
determ ned by the anmpunt of generation.”

Did | read that right?
A That's right.
Ckay. And we've been having a discussion

about whether it's a tax. You' ve indicated today
that -- you related to a generation-rel ated di spatch
cost, and I'mgoing to talk a little bit actually about
the allocation on the SG factor.

A Okay.

Q Can you just give us a brief refresher on what
the SG factor is and how it's determ ned.

A. The SG factor is the system generation
all ocation factor. |It's based on 75 percent of denand
and 25 percent on a 12-nonth coincident peak wei ghting.

Q And it is a nechani sm pursuant to which a
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certain percentage of costs that are allocated pursuant

to that factor are allocated to the vari ous states;

right?
A. That's correct.
Q Usi ng very round nunbers, can you say, using

the SG factor, what percentage of costs that are in that
SG bucket get allocated to the state of Utah?

A | think it's roughly 44 percent, 45 percent,
around t here.

Q. And what about to the state of Washi ngton?

A. About 8 percent.

Q Ckay. And for purposes of the no-cost
al | owances, you've indicated that 100 percent of those
are allocated to Washi ngton custoners; right?

A That's correct.

Q Okay. And -- but for the paid all owances, the
costs of that conpliance, the Conpany has all ocated
t hose pursuant to the SG factor; is that right?

A Yes, that's correct.

Q Okay. And who pays the 8 percent that is
al |l ocated to Washi ngton?

A. Washi ngt on pays that.

Q. Well, does it -- go ahead. Sorry.

A. Sorry. So we allocate -- sorry. Maybe this

is alittle bit of a confusion here. So we take the
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generation associated with Chehalis and the em ssions
associ ated with that generation and the cost of
al l omances for that generation for the entire system and
cone up with a total cost. Sonme of that would be offset
by the free all owances that are solely Washi ngton-free
al | omances or no-cost all owances, but the 45 percent of
t hose costs are allocated to -- to Ut ah.

Q. Okay. And maybe | just ama little slow here.
Al'l of the costs of conpliance are inposed on the
non- Washi ngton custoners; right?

A That's correct.

Q Ckay. Are you taking whatever that dollar

figure is on an annual basis and applying the SG factor

to that?
A. " m not sure | know what you nean by "that."
Q So whatever -- whatever that dollar figure is.

| was trying to keep us fromhaving to do math.

A. Okay. Yeah.

Q. VWhat ever that dollar figure is. Let's say
it's 100 bucks. | think it's quite a bit nore than 100
bucks, but that's an easy one to use. Let's say the
entirety of the obligation in any given year is $100.
Are you allocating that $100 based on the SG factor,
whi ch would, | think, allocate $45 to the state of Ut ah?

A And the $100 equal s --
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Q It's the entirety of the costs that you have
to incur to buy allowances.

A. | think we're doing the math differently. |
think the result is the same. So we take the total
Chehalis em ssions tinmes the all owance cost to get the
total dollar amount, and then we allocate the 45 percent
to Washington -- or to Ut ah.

Q. Okay.

A. But then -- so we mght come up with -- well
maybe the math doesn't work out. This is why | don't do
math on the fly. But we take the total em ssions cost,
all ocate that out so that Utah custoners are paying for

t he ambunt of their em ssions and they are not getting

the benefit of the no-cost allowances for -- for
Washi ngt on custoners. So again -- yeah. | don't want
to do the math. | don't want to --

Q. Yeah. [|I'mreally not trying to nake you do

conplicated math here.

A It's not that conplicated. |'mjust --

Q No. At sone point you have a dollar figure
that needs to be allocated, and that dollar figure I'm
asking you to assune is the dollar figure associated
with acquiring paid all owances.

A That's correct.

Q Ckay. And so how is that dollar figure
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allocated to the states? |Is it pursuant to the SG
factor?

A. Yes, that's correct.

Q OCkay. So, again, at $100, if the cost of
buyi ng al |l owances at auction is $100, you're saying that
45 of those dollars are allocated to Utah?

A. Yes, that is correct.

Q. Okay. And then what | was trying to get to
is, if you have that $100, we said that under the SG
factor 8 percent is allocated to Washington. |'mjust
curious what happens to the $8?

A The $8 is never incurred because we woul d
receive those -- and that's maybe where we're tal king
past each other a little bit. The $8 is never incurred
because those al |l owances woul d be received fromthe
Departnment of Ecol ogy for Washi ngton | oad.

Q Well, but the $8 -- | nean -- but |'ve asked
you to assune that the bucket of dollars is the dollars
that you incur to buy allowances. So you're not buying
al | omances for the Washington retail | oad because you're
getting the no-cost allowances from sonewhere el se.

A. Right. So that's nmaybe where we're talking
past each other a little bit. That $100 -- if that's
the dollars that we actually spent before we did the

al l ocation, we would have to gross up to a nunber equal
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to all of our load. So we would say $108 that we should
have purchased or woul d have purchased had all of our

| oad been subject to this. The $8 is offset by no-cost
al l owances, and the rest of it is allocated out on the
SG factor.

So the 8 percent -- | mean, now we're, like,
messing up our math in our easy $100 nunber. So we
woul d gross it up for the 8 percent. So maybe let's
just say 92. So 92. W spend $92. We gross it up.

Qur all owance cost with Washi ngton | oad woul d have been
$100. 8 percent of that is allocated to Washington. So
that $8 is offset by the no-cost allowances, and then of
the $100, 45 percent is allocated to Utah. So $45
associ ated with the generation.

If you do -- if you allocate just the $92, al
custonmers in other states are now benefiting fromthe
free all owances, and we're not in conpliance with
Washi ngton | aw t hat says they have to -- those free
al | owances or those no-cost allowances have to benefit
j ust Washi ngton custoners.

Q Well, the calculation that | think you're
describing is you performa calculation such that the
costs of purchasing all owances are only allocated to the
non- Washi ngton states; is that right?

A. That's correct.
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Q Ckay. So the costs that you incur are
allocated to Utah -- like, if you' re just |ooking at the
costs that are incurred -- let's say it's $100 -- Utah

actual ly pays nore than $45 of those dollars, doesn't

it?

A. | think you're going to have to wal k me
t hrough how you get -- | know we tal ked a | ot about the
different nunmbers. | may be a little lost in our

hypot heti cal scenario here.

Q. Well, what you indicated, | think, was you
take the actual cost that you pay for allowances --
whi ch, again, you're only purchasing for the
non- Washi ngton custoners; right?

A That's correct.

Q. So you take those dollars, and you performa
calculation to gross it up to try to elimnate or to try
to ensure that the costs that are associated with those
are only paid for by the non-Washi ngton custoners;
right?

A That's correct.

Q Okay. And so in order to do that, while your
actual costs are $100 of purchasing all owances, you

performa cal culation such that it seenms in the

calculation like it's -- we'll use 108 -- | don't do
percentages -- it seenms like 108; right? So that the $8
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t hat woul d otherw se be all ocated to Washi ngton are just
attributed to the no-cost allowances so that the Ut ah
custoners are paying 45 percent of $108 instead of $100.

| s that roughly how that --

A. Yes, sir.
Q -- works? Ckay.
But with respect to the -- | think this is the

way that the math works. Wth respect to the actual
dollars that you're -- you're incurring, Utah is paying
nore than its SG al |l ocated share of those actual dollars
because of the way that you guys performthat
cal cul ation; right?

A. Yes, that's correct, because they receive
45 percent of the generation of the benefit of that
plant, and so if we were to do it on the net nunber
as -- as we're tal king about, they would actually
receive a benefit of those no-cost allowances, and we
woul d not be in conpliance with Washington | aw

Q. And | guess I'mfailing to understand how Ut ah
woul d get the benefit of the no-cost allowances w thout
t hat cal cul ation gross up. | nean, you' ve got -- al
the costs of allowances are for the -- the all owances
t hat you have to buy for non-Washi ngton customers, and
that gets you a dollar figure. What it seens to nme is

that you got to do the gross up so that when you
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all ocate on the SG factor, you're not allocating any

costs to Washi ngton

A. That's correct.
Q. Okay. Let's -- | walked up the 2020 Protocol.
So let's -- you know, let's look at that. W | ooked at

the SG factor a little bit, but let's go back to
3.1.2.1. W |looked at that data request response in the
Division's testinony where the Conpany indicated that
t he no-cost allowances are situs assigned to Washi ngton
under 3.1.2.1; right?
A That's right.

Ckay. And is that -- to your understanding,
3.1.2.1 identifies three types of state resources that
w ||l be assigned or allocated as follows, and it
identifies demand-si de managenment prograns and portfolio
standards and state-specific initiatives; right?

A. That's right.

Q And it gives a description. |I've read themin
a previous hearing. | don't think we need to do it
here.

A Yeah, sure.

Q The -- the data response indicating that
no-cost all owances are allocated situs to Washington --
is that because it's a portfolio standard or a

state-specific initiative?
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A. The -- the allowances are provided, and what
t he Departnment of Ecol ogy has stated is that those
al | omances are provided to Washington | oad because of
ot her portfolio standard | aws that exist in Washi ngton.

And so we disagree with this, and this is

partially why we're, you know, in a lawsuit with the
state of Washington, but they've said that, one,
those -- those no-cost all owances can only benefit
Washi ngt on custoners, and then, two, the reason why they
get no-cost allowances is because they have ot her
portfolio standards that they have to -- that Washi ngton

custoners have to conply with and those costs are of

the -- of the portfolio standards are situs assigned.
Q Ckay. Al right. | think that answered ny
gquestion, and | believe that that is all. | appreciate

it, M. WIding.

CHAIR FENN: All right. Let's go back to
Rocky Mbountain Power. See if they have any redirect.

MR. KUVAR: | do. | have a few questions,
Your Honor.

REDI RECT EXAM NATI ON
BY MR, KUMAR:
Q. M. WIlding, let's go back to the 2020

Protocol that we just wal ked through.

A. Yep. |I'mthere.
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Q Now, woul d you descri be Rocky Mountain
Power's, |ike, sort of requirenent to purchase
al  owances for Chehalis generation? Let's |ook
specifically at 3.1.2.1. They're not a demand-side
managenment program are they?

A. No, they are not.

Q Do they fit into the category of a portfolio

st andar d?
A. No, it does not.
Q. And can you provide some context as to why

Rocky Mountain Power's obligation to purchase all owances
for non-Washi ngton custoners is not really a portfolio
st andar d?

A This is a tax or a cost associated with the
em ssions of Chehalis, which is physically located in
the state of WAashington. A portfolio standard typically
is a state-mandated or a state energy policy that says
the utility will serve load within our state with a
certain percentage of renewabl e generation.

Q And the next sort of bullet point there states
specific initiatives. Does the Conpany's obligation to
purchase all owances for Chehalis generation fit into
that state-specific initiative?

A No. And why | say no on that one is if we

read the state-specific initiative |anguage, even j ust
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that first |anguage, the costs and benefits associ ated
with interimperiod resources -- so Chehalis definitely
is an interimperiod resource per the definition. It's
generating and providing energy during this period.

So if we were to interpret it as a
state-specific initiative, we wiuld say the cost and the
benefits associated with Chehalis would be a
state-specific initiative and not just the cost.

Q And now let's turn to 3.1.7.

A ' mthere.

Q Can you |l ook at sort of like those lines 217
and 218 which tal k about generation-related dispatch
costs.

A Yes.

Q. Is that nore akin to the Rocky Mountain
Power's obligation here?

A. Yes, | agree. | think in line 217, 218 --
this is under the section "M scell aneous Costs and
Taxes," and those will be described as follows --
generation-rel ated di spatch costs and associ ated pl ant
will be allocated on the SG factor. And so | think
definitely could fit into that first bullet on 217.
think the other place where it can fit is in 232 --
generation and fuel related taxes will be all ocated

using the SG factor. So both of those are better fits
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than the section that we previously read and | ooked at.

Q. Does the Conpany pay taxes and royalties on
the fuel that it acquires to fuel its plants -- you
know, the coal and the gas that's used to operate Rocky
Mount ai n Power's plants?

A Yes, it does.

Q And do those taxes vary based on the anount of
fuel that's consuned to operate those plants?

A. The total dollar amobunt that we pay, yes, does
vary based on the amobunt of fuel that we use.

Q And t he Conpany al so pays property taxes on
t he generating plants that are system allocated; isn't
that true?

A. Yes, we do pay property taxes, and those are
system al | ocat ed.

Q And t he anount of property tax that Rocky
Mountain pays in a given year will vary based on
numer ous factors; correct?

A That's correct.

Q Now | et's quickly discuss the actual structure
of the Climate Comm tment Act itself. Wuld you say
that the Conpany kind of has two obligations under the
Climate Commtnent Act -- one for generation that is
sort of exported from Chehalis and then a separate

obligation because it serves retail |oad in Washi ngton?
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A. Yeah. We do have to conply with the carbon --
or sorry -- the Climate Conm tnent Act, both because we
have a generating resource, an emtting resource in
Washi ngton. So we are an emtting entity. And then,
two, because we have retail electric load in the state
of Washi ngt on.

Q And let's say that the Conpany did not have

any retail electric load in the state of Washi ngton but

it still owned the Chehalis operating facility -- and
this is true for certain -- the Conpany has operating
facilities in states where there -- they don't have any

| oad; correct?
A That is correct.
Q Woul d the Conpany still have the obligation to
purchase all owances for Chehalis generation?
A. Yes, we would. And at that point we would
have no no-cost allowances allocated to us.
Q Okay. We have no further questions.
CHAIR FENN: Okay. M. Russell, do you have
recross?
MR, RUSSELL: It will be very brief.
RECROSS- EXAM NATI ON
BY MR, RUSSELL:
Q M. WIding, can you turn to your response

testinony |ine 438.
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A Yes, |'mthere.

Q. I n questioning fromyour counsel, you were
wal ked t hrough Section 3.1.2.1 of the 2020 Protocol and
asked to kind of give us your views on whether it's --
the CCAis simlar to a portfolio standard or a
state-specific initiative. On line 438 you state, "The

Washi ngton | egi sl ature passed the Climte Conmm tnment Act

in 2021 to reduce carbon pollution”; is that right?
A That's correct.
Q. And it's your understanding that's a goal of

the -- of the law, right?

A That's correct.

Q. Okay. And would that be a goal of the |aw
even if the Conpany had no Washi ngt on generation?

A That's correct.

Q Ckay. No further questions.

CHAI R FENN: Okay. W have a hard stop right
now, and | know we hate to do this to you, M. WIding,
but we're going to have to ask you to cone back on the
stand after a lunch break. | assune we're going to have
guestions. | can al nost guarantee we'll have questions.

THE WTNESS: It will be ny pleasure.

CHAIR FENN: Okay. All right. W're going to
t ake a break, one-hour |unch break. Thank you very

much. O f the record.
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(Recess taken from 12: 00 to 1:03.)

CHAIR FENN:  We'll go back on the record, and
we appreciate very nuch M. WIlding's patience with us
to have to not to be finished before the lunch hour. |
know t here's al ways sone residual anxiety that remains
when a witness has to remain on a wi tness stand perhaps
| onger than they thought. | think we're now to any
guestions of the Conm ssioners.

Is there anything el se we need to raise before
we see if M. Harvey has any questions?

Okay. Let's go to Comm ssioner Harvey.

EXAM NATI ON
BY COWM SSI ONER HARVEY:

Q Hel | o.

A. Hi .

Q Since the earlier cross was on the Washi ngton,
| think I'"Il start there, but then I'I|l eventually get

over to the hedging that you had nentioned.

A Okay.

Q I"d like to get a little bit of understanding
about the lawsuits that surround both the Washi ngton
program and ot her states' responses to that program
From your testinmony and from your answers today, |
understand that PacifiCorp is suing Washi ngton to say

that we don't think this is a reasonable progran is
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t hat correct?

A. That's correct. The departnment of --
specifically the Washi ngton Departnent of Ecol ogy and --
yeah. So we have a lawsuit that went to federal court
and was di sm ssed, and now we are appealing that.

Q Okay. And just to deal with a few
hypot heticals, if PacifiCorp prevails in that suit and,
hypot hetically, if Utah -- the U ah PSC approved
col l ection of these charges, if both of those held,
woul d there then be refunds?

A You know, | don't know the answer to that. |
don't know if that decision would be retroactive or if
it would just be, you know, from that point forward.

However, what | -- what |'mconfortable

commtting to is that, you know, if we did collect any

nmoney -- any revenue from Utah custonmers, that rule was
overturned or we received free all owances -- no-cost
al | owances for all of our retail |load as a result of

that lawsuit and we did receive noney back, that we
woul d return that back, you know, accordingly to any
custonmers that had to pay that. So I don't know what
t he outcome would be, but | can commt that we woul d
refund that noney to any customers at the end.

Q. Okay. So I'mtrying to understand

Pacifi Corp's actions at the current nonent given the, |
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guess, legal box that they're in. PacifiCorp is
essentially saying it is obligated to obey the |aw as
currently upheld at the court level they're at.
Therefore, they want to collect, but they don't think
the law i s reasonable or |egal or whatever the | egal
termis. So they're trying to get it overturned. |Is
that a fair summary of Pacifi Corp's current thinking?

A Yeah. | think that's -- that's accurate. W
di sagree with the law as it's been currently, you know,
i npl enented and -- so we are taking all of our -- we're
pursuing all the | egal avenues and everything that we
can to overturn that law -- or perhaps not overturn the
| aw but to have it enforced in a nore fair manner. But
as it stands today, it is the law, and regardl ess of
what we think about it, we have to conply with it.

Q And for other utilities in Washington, are --
are there other mgjor utilities that have the sane
situation that Pacifi Corp does where they have custoners
both in state and out of state and generation both in
state and out of state?

A Avista is probably the nost simlarly situated
to us where they have custoners in both |Idaho and
Washi ngt on.

Q And do you know if they're participating in

any |l egal action with respect to that |aw?
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A. ' mnot aware of any, but | can't speak for
certain.

Q Ckay. That's fine. Thanks. All right.
Excuse ne.

| want to tal k about how Chehalis is

actually -- or find out how Chehalis is actually
di spatched, and this goes back a bit to the questions
you answered prior to lunch, but it wuld seemto nme
that at any given nonent in time Pacifi Corp probably
doesn't know what the actual increnment is that would be
attached to Chehalis' generation because they're still
I n the process of buying allocations for that year. |Is
that correct or not?

A. | would say, yes, that's correct, but | would
maybe just caveat that a little bit that we don't
preci sely know what the cost of all owances are going to
be, but we do have sone intelligence to, you know, neke
a fairly reasonable estimate. So we know what prior --
prior auctions -- what the clearing price was in those,
and we al so, you know, see the bilateral nmarket and
what's posted on the Intercontinental Exchange, or |CE.
So we do have sone intelligence to be able to cone up
with a good adder for the dispatch or a good, you know,
carbon price for the dispatch, but yeah. It's not

preci se.
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We're using the best information that we have
available to cone up with the best estimte that we can,
and, you know, as -- you know, assum ng that the | aw

continues and with the nore auctions we have, the nore,

you know, liquid and the nore trades that happens of
t hese all owances, the nmore information we'll have. But
for right now, I nmean, we can't get precise, but we get

pretty cl ose.

Q. Okay. And are any of the questions in this
section of ny questioning -- if it would inplicate
either confidentiality or the legal restrictions |I'm
tal ki ng about, just say, you know, "I can't answer
that."

A. Ckay.

Q And it won't hurt my feelings at all. 'l
try to rephrase.

Is the -- do you know if the intent or the way
that law is witten anticipates a declining nunber of
al l ocati ons over tinme?

A It does, yes.

Q Okay. And this may -- nmay be a "cannot
answer" question, but does PacifiCorp anticipate the
price of those allocations to increase over tinme because
of that decreasing availability?

A. I think, just generally speaking, you know,
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supply and demand, |ess supply -- or, you know, demand,
| ess supply, that's a possibility, yes.

Q Ckay. And then given PacifiCorp's history
with auctions to date, how much variability have you
seen in the clearing prices? And, again, if that's
restricted, tell ne.

A No. | think I can answer that.

You know, there has been a little bit of
variability, especially this last year in the auction
clearing prices. | think, you know, the first year that
it was initiated in 2023 it was a little bit nore
stable, but folks were kind of trying to get used to it,
trying to figure out how to do things. So we saw sone
fairly high prices. They cane down a little bit after
t hat .

And then during the 2024, this |ast cal endar
year, you m ght be aware, but there was a ball ot
initiative on the Washington state ballot to overturn
the law, and then there was our |awsuit, and there was
another lawsuit that was filed, you know, before ours.
And so there was some uncertainty in the market and
uncertainty in the -- in what the |law was going to do,
if that ballot initiative was going to pass. A |lot of
the polling was show ng kind of a 50-50. And so we did

see prices drop considerably in 2024, and then that
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ballot initiative did not pass, neaning the |aw
conti nued, and we saw market prices -- or the auction
prices tick back up

Q. Are you able to give ne an idea of how big of
a drop on a percentage basis that was, or is that
restricted?

A. No. | think -- | think those auction prices
are public. It was about a 50 percent drop. So --

Q. And then going back to the -- the protocol --
the 2020 Pacifi Corp Interjurisdictional Allocation
Protocol, the |language with respect -- | don't renmenber
whi ch nunber it was -- but with respect to situs
assigned tal ks about assigning both costs and benefits.

A. Yep. That's on page 8 of the protocol,
3.1.2.1.

Q Yes. Okay. And then |anguage on taxes, which

is, | guess, on page 10.
A. Yes.
Q. That just tal ks about allocating cost,

essentially, because a tax is a cost; right?

A That's correct.

Q So ny -- nmy question related to the protocol
is the parties, each of the states that signed it plus
Paci fi Corp, were doing that in an environnment of what

existed at the tinme; right?
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A That's correct.

Q. And -- and this program-- the Washi ngton
climte Action Program-- is that --

A Climate Comm tnment Act.

Q Climate Conm tnent Act.

A CCA.

Q CCA. It did not exist at the tine this was
negoti ated; correct?

A That is correct.

Q. But there are several generation assets and
various prograns around the six to eight regions that
are situs assigned; right?

A. Yes. That -- that's correct, and, you know,
they typically fall into those categories that we --
that we discussed and those state-specific initiatives.
You know, so, for exanple, the Schedule 32 and 34
custonmer prograns in Utah -- those -- those are situs
assigned. So it would be, you know, sonething to that
nature where we are acquiring a resource to conply with
a state program

Q Okay. So a final question on the
Washi ngton -- and this goes back a little bit back to
what M. Russell was questioning you about at the end of
his cross, and that was when you were tal king about the

8 percent of Washington's costs. M question is what
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happens if the cost of buying the allowances is
considerably different than the 8 percent would be?

A. And maybe | could maybe try to clarify what we
were talking a little bit about. Maybe this m ght
answer your question, but if not, let nme know.

So if we just take the exanple using the

100 -- you know, say the Chehalis generation and the
en ssions equal 100 mlIlion netric ton of greenhouse
gases. So, therefore, we are required to -- to
retire -- sorry -- 100 allowances for the Chehalis

generation. The way that we | ook at that is we say,
okay, 45 percent of that 100 all owances are associ ated
with Utah generation, and so Utah custoners, you know --
the cost of that 45 allowances are included in Ut ah
rates, and they should pay that. The eight allowances
for the 8 percent of Washington -- those are offset by
free all owances.

And so | think we're -- maybe the confusion
was we don't take the dollars that we paid for the 92
al | owances and allocate that out. W allocate out the
al l owance -- the cost of 45 allowances to -- so we don't
t ake 44 percent or 45 percent for Utah for $92 and say
each all owance costs a dollar. W take 45 percent of
the total allowances and the costs of those are

al l ocated to Ut ah.
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So Ut ah custoners are held harm ess. They're
not paying for any nore of the allowances than the
generation that they benefited from and they're not
paying for any less. And if they pay for any |less, then

we woul d be nonconpliant with the Washi ngton | aw.

Q | think I mght understand what you neant.
A Okay.
Q. But I1'mgoing to restate, and I'mgoing to

change your nunmbers just a little bit, and tell nme if
what |'ve changed has caused a problem
Assum ng there's 100 mllion tons. So we need
100 al |l owances. Am | correct so far?
A Yep.

Q And that's total production.

A Yep.

Q Washi ngton -- assumng that -- with your
pre-conpliance filing, you guessed correctly on the 100,
Washi ngt on custonmers will get 8 all owances?

A Yes.

Correct?

A From the state of Washi ngton.

Q. From the state --

A. Yep.

Q. -- at no increnental cost?

A That's correct.
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Q So Pacifi Corp would need to buy 92 to be able
to have a total of 100 to retire?

A. Yep.

Q And t hen whatever the cost of that 92 is,
that's the percentage -- or Utah's 45 percent or
what ever the SG factor is -- that would apply to

what ever the cost of buying the 92 is?

A They woul d pay for 45 all owances because --
Q | don't think so.

A Vell, | think --

Q That's what |' m asking.

A Yeah.

Q Paci fi Corp has to buy 92; right?

A So 8 of those -- so we need --

Q. So they need 100.

A. 8 are Washington -- sorry. | apologize. 8

are Washington. 45 are Utah. So when we buy 92,

Washi ngton's -- not Washington. Excuse ne -- Utah pays
for 45 of the 92, Wom ng pays for 17, and |daho pays
for 6, California pays for 2, Oregon pays for 26, and
Washi ngton gets 8 free ones. The Conpany gets 8 free
ones, or no-cost ones, for the Washington |oad. And
then if | did my math right on the fly, we add up to
100. That should be pretty close to 100. |It's supposed
to be 100.
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Q | think we went this way, but it's fine.

A Yeah.

Q Ckay. So but in ternms of if | thought of
dol I ars, whatever PacifiCorp paid for the 92 they had to
buy. That's the nunber that actually gets all ocated

with the SG factor or not?

A. No, and that's perhaps what -- what we were
tal king about is -- so we paid for 92 allowances. And
so we allocate the cost of -- of those 92 all owances,
and we just multiply it by 45 percent. Utah custoners

woul d pay for something less than 45. So if we just say
each allowance is a dollar, when we take -- when they
pay for 45 allowances, which is their share of the
generation, they would pay for $45.

But now if they're taking 45 percent of $92,
t hey woul d pay sonmething |ike $43, just rounding here.
They woul d pay sonething |ike $43, which now nmeans we've
ki nd of essentially double counted the WAshi ngton
no- cost all owances because Washi ngton custoners are
recei ving those no-cost all owances, but we -- but all of
our custoners are benefiting fromthat because they --
you know, because that reduction in costs got all ocated
to all of our custonmers. But Utah custoners are held
harm ess because they're only paying for the 45

al | owances that we need that is associated with their
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gener ation.

Q. "' m not sure you and | use the term "hold

harm ess"” the sanme, but | think I know what you nean.

Okay. So -- so we pay 45 percent of 92 and
45 percent of eight, because, in PacifiCorp's view,
we're getting benefits fromthat 8?

A. We have to buy -- we have to buy 92
al | omances. Utah custoners buy 45 of those. All the
ot her states, besides Washington, buys 47. WAshington
gets 8 at no cost, and in total we've purchased 100
al | omances -- or we purchased and/or received a total of
100 al | owances.

Q But -- but 8 of those were free?

A. Right. And we didn't charge anyone for those
ei ght .

Q I think you' ve charged us sone for the 8.
Here. |If you said | spent $92, which is what in this
hypot heti cal world you would spend, and typically U ah
pays 45 percent of your spending, we would pay for 43

because that's 45 percent of the 92.

A And then you woul d have benefited from
Washi ngton custonmers -- we would have doubl e counted
Washi ngton -- so Washington allocation -- they would

have received their allocation for free at the no-cost,

and then Utah would have received, essentially, 2 free
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al l owances. So if we're just saying the all owances cost
$1, we are going to spend $92 for those 92 all owances,
and we would -- we would charge Ut ah the $45 associ at ed
with the 45 all owances fromtheir generation that was
all ocated to them

Q But $45 is 45 percent of $1007?

A Because we need 100 al |l owances.

Q. But you haven't spend $100. You've only spent
$92.

A But if we only charge you 43, then you're
receiving the benefit of the free all owances because 8
of those -- we're -- we're not -- we're buying and/or
recei ving 100 al |l owances; right? 8 of those are no-cost
al l owances fromthe state of Washington. So if we take
the $92 and we allocate out the $92 -- so if we just go
t hrough the math -- 45 percent to the state of
Washi ngton -- or to the state -- sorry -- state of U ah,
that's $43, then we don't have -- let ne -- sorry --
we're going to -- we're going to receive $43 fromthe

state of Utah when we need to buy $45 worth of

al | omances because 45 -- your share of the generation
was 45 -- 45 al |l owances that needed to be bought.
Q. I"'mwilling to |leave it there.
A Okay.
Q Al right. 1'mgoing to turn to the hedgi ng.
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A. Ckay.

Q. I"d like to understand a little bit of the
physi cal system How much transfer capacity, in terns
of physical transfer capacity, exists between
Paci fi Corp's two bal anci ng areas?

A. We have 16,000 nmegawatts of transm ssion
rights, firmtransm ssion rights, from Pacifi Corp East
to PacifiCorp West. 1,090 nmegawatts of that are network
transm ssion rights over PacifiCorp's system and
510 nmegawatts are firm point-to-point rights over |daho

power's transm ssion system

Q And is that both directions or one direction?
A Just east to west.

Q And what do we have from west to east?

A. We do not have any -- we do not have long-term

firmtransm ssion west to east, and so we --
occasionally, we will try to buy transm ssion in the
short-term markets for that, but we do not have
| ong-term point-to-point rights or network rights.

Q Okay. So when you tal k about purchasing power
in the west bal ancing area to offset or replace or
what ever term-- | heard several terns -- power in the
east, it's not a physical offset if you have no
transm ssion going that direction?

A. Well, it is a physical offset because we --
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the net effect is the sane. So if -- you know, when we
| ooked -- we bal ance and we co-optimnm ze our two

bal anci ng authority areas, and we operate as a single
system The vast mmjority of our generation is in
Pacifi Corp East. | nean we're blessed on this side of
the territory with a, you know, strong thermal
generation fleet. Sonme of the best solar in the country
and sone of the best wind in the country. So -- and
because our generation -- a |lot of our generation sits
in PacifiCorp East, that allows us to have network
transm ssion rights go into the west.

And so all things being equal, if we did not
buy purchases in the west -- and tal king about, you
know, specifically about the summer where we do nobst of
our purchasing activity -- you know, what we would have
to do is reserve that transm ssion and send generation
fromthe east side of our system west. But because we
have the ability and we have access to both market hubs,
and, you know, kind of speaking generally about the
nort hwest and southwest, there's nultiple points we can
transact at, but generally speaking, we can, and we
do -- we can | ook at the |low cost option. And if the
| ow-cost option is in the southwest, we utilize our
transm ssion, send generation west, and we transact in

one of the sout hwest market hubs, Mona or Four Corners.
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But if the | owcost option or the nore liquid option is
in the west, we can transact in the west at a Md-C,
purchase the power there, and | eave that transm ssion
capacity open and | eave the generation here in PACE.
And so that allows us to flex our system --

that transm ssion capacity allows us to flex that
system and the effect is the sane. And because npost of
our generation is on the east side of our system we can
send it west, but when we buy in the west, we can | eave
t hat generation home in the east which woul d have the
sane effect as if we just bought nore in the east and
sent it -- sent it west. But that flexibility -- it is
a huge benefit to custonmers, and the bidirectional
transm ssion capacity is not needed because the inpact
is the sane and because nost of our generation is on the
east. So, you know, you just need the one direction.

Q. Okay. So, hypothetically, if I'"m buying --
if -- if PacifiCorp is buying sonething in the pacific
nort hwest to neet |ocal |oad there, assum ng they have
the excess, they can sell energy on the east side to

ot her custoners to offset sone of the costs of that

pur chase?
A Yeah, absolutely. W can do that because of
our transm ssion system |If we see -- if we have the

length to serve our own | oad and we see opportunities in
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the price spread between two markets, we can take
advant age of that price spread because of our |oad and
resource diversity and our transm ssion system

Q. Okay. But in the case where PacifiCorp is
short, which, based on testinony in this and ot her
cases, seens to be happening nore often; right?

A. In -- yes.

Q. Okay. Then that offsetting financial
transaction can't happen. It's just a way to try and
cover the peak; right? Just by naking excess purchases
where we don't have the transm ssion -- | nean don't
have the generation |ocally?

A. It's a way to -- by transacting at the | ower
cost market, we are lowering costs for all of our
custonmers. So when we need to nmake a market purchase to
cover our peak |oad and to ensure that we have, you
know, enough resources to meet our system obligations,
now we have the ability to do that in the |east cost
manner, and we can do that in the northwest. If we --
if we didn't have that transm ssion or we didn't have
that flexibility, you know, we m ght have -- be forced
to transact in a market at a higher cost.

Q. Okay. You've used the term "| east cost
manner" several tinmes today, but in terns of the hedging

programitself, the descriptions |I've read in the
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testi nony seens to be nore concerned about covering peak
as -- as the primary objective and then trying to do
that at a | ower cost than m ght, you know, typically
happen, | guess, if you're trying to do it locally. Is

that a correct summary or not?

A. Yes, but | wouldn't say those two, |east cost
manner and our hedging, is -- they're -- those two are
used together. So we hedge for two reasons -- you know,

guard against price volatility and al so reduce supply
risk. And so we're hedging for those two reasons to,
you know, meke sure that we have enough energy to cover
our peak load, |ike you said, and we hedge in the |east
cost manner by having that access to nultiple markets.
We hedge at the | ower cost and also the nost liquid
mar kets typically in the northwest, and our transm ssion
system and our systemas a whole allows us to do that.
So while hedging itself is not necessarily a

way into -- to which reduce costs, it's a way to guard
agai nst certain risks. W do hedge in the |east cost
manner .

Q Let nme put this into ternms that nmakes sense to
my mnd as an econom st, and you can tell nme whether
t hey make any sense to you.

A Okay.

Q | would say that you have these two objectives
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you' ve nentioned, guarding against price volatility and
the supply, and that in the short-termyou try to find
t he | owest cost nmanner of neeting those two objectives?

A Yes, that makes sense to ne.

Q Okay. But the -- and then here's ny secondary
guestion. See if this is a fair characterization. The
Conmpany isn't necessarily doing that in the long-term
in ternms of saying what's the | east cost |ong-term
manner of doing that. They're nore focused on these two
short-term objectives -- supply, reliability, and price
volatility.

A. | disagree that we're not doing that in the
long-term You know, that's not ny responsibility at
Pacifi Corp. M responsibility is essentially real-tine
to three years out, and so we're | ooking at the near
term near reliability, those things that you nentioned,
but froma long-term system planning, you know, we have
the integrated resource plan and the action plan and al
those things that go along with that, and they are al so
| ooking at planning in a, you know, cost-effective
manner over the long-term

So ny -- my focus is on kind of real-time to
three years out, but there's a whole other teamthat's
focused on the long-termresource plan for Pacifi Corp.

Q | certainly understand that, but | guess ny
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question is -- | should have been nore precise, but with
respect to your responsibilities and your experti se,
it's short-ternf

A Yeah. Three years out and in.

Q Yeah. To define short termis when you can
change a mmpj or variable, and certainly you can't change
much maj or variables in ternms of the anount of
generation or sonmething in the systemin three years?

A. Correct. Yeah, correct.

Q. Okay. Al right. So just a final
clarification question going back to Washi ngton, and |
apol ogi ze for that, but the benefits are situs assigned
and the costs are system assigned as a general concept
with respect to that program Wuld you agree with
t hat ?

A. The -- if by benefits you nean the no-cost
al | owances?

Q Yes.

A Yes. | -- the no-cost allowances are situs

assigned to Washington to conply with Washi ngton | aw.

The benefits with -- fromthe generation and the
megawatt hours -- those are per system assigned, system
al | ocat ed.

Q. The costs associated with that second category

of benefits are system assi gned?
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A Yes.
Okay. Thank you. That's all nmy questions.
CHAI R FENN:  Thank you, Conm ssioner Harvey.
Comm ssioner Clark, do you have any questions?
COW SSI ONER CLARK: | have a few. Thank you.
EXAM NATI ON
BY COW SSI ONER CLARK:
Q. Good afternoon, M. WIlding. | think I'm
going to ask you sone questions to begin that -- that

you answered during the general rate case as well.

A Okay.
Q But to -- to sort of incorporate that
foundation into this record, | want to ask you about

M d-C and the superior liquidity that exists in that --
at that market hub, as opposed to the southwest hubs --
"1l call them hubs at |east.

A Yeah.

Q And woul d you be able to quantify that in sone
way? G ve nme sone sense of, rather than qualitatively,
what is the difference in the liquidity, and how does
that affect the pricing?

A Yeah. | do have a chart in ny testinony. 1|'m
trying to remenber which testinony it was in. So if you
just give ne one mnute, | can point you --

Q Sure.
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A. -- there. It's page 15 of ny response
testinony.
Q Okay.

A Line 294. And you see the --

Q Yep. Thanks.

A. These are the trading volunmes that are -- that
are reported by ICE, the Intercontinental Exchange
bet ween Palo Verde and Md-C. W use Palo Verde as kind
of the proxy for the southwest. There's obviously other
hubs there. There's Four Corners, there's Mna, Mad,
and we do transact at those market hubs as well, but the
liquidity is so small there that | CE doesn't even
publish information for those. So PV is kind of
representative of that. So --

And then on the price, | think, just to answer
your second question, in nmy surrebuttal testinony --
just one second to find that as well. | nmean -- and one
thing is liquidity is inportant because it really
doesn't matter what the price difference is if you don't
have any sellers, but, you know, just take one nonent to
find that price.

Oh, on -- and this is confidential; so | won't
say the prices, but I'Il just point you to where it is
in my testinony.

On page 7 of ny surrebuttal testinony, that
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whol e paragraph, starting on line 141 to 147, does show
when we were -- we did buy a few -- we did have a few
purchases in the forward market on the east side of our
system and it shows what the price difference is
bet ween t he east side of our system what we bought at,
and what we bought at on the west side of our system

Q Right. That's helpful. Thank you. | can see
t hat .

So with that in mnd, I want you to turn to

page 10 of your response testinony. Here you' ve got a
chart of Palo Verde hourly prices from1/1/2019 to
basically the end of 2023; correct?

A That's correct.

Q And | think the purpose of this chart is to
denmonstrate volatility; is that right?

A. Yes, that's right.

Q If I -- if I look at this chart in relation to
the chart on page 15, it seenms to ne that there's
some -- there's not -- there's sone correlation, but
there's also sonme pretty significant divergences in the
direction, and so |I'm just wondering why you use the
chart on page 10 rather than a M d-C chart.

A You know, | think I would be happy to provide

a Md-Cchart if that's helpful. | can understand why
the -- you know, why that would be of interest to you,
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but we woul d be happy to provide that as well. | think
it would still show the price volatility that we're
seeing in the nmarket.

Q. If we look at the Figure 1 on page 10, either
for the Palo Verde hourly prices or the Md-C prices
during this time frame, have you quantified what your
net power costs would have been if you had sinply
purchased what ever requirenments existed at whatever tine
in the spot market as reflected here to conpare that to
the net power costs that you incurred in 2023 under your
hedgi ng strategy?

A. No, we haven't. And the reason why is it's --
you know, that counterfactual would be, you know, really
al nrost inpossible to -- to cal cul ate because, you know,
we are a significant sized utility in the west. W're a
significant player. So if we were to, you know,
purchase all of that in the spot market, all of our
requirenents in the spot market, it's likely that -- and
it is true, that we woul d have an inpact on price. So
we don't know what the price would be if we were out
buying all of our requirenments in the spot market.

And then the other thing is just --

Q. Could I -- before you give ne the other
thing --

A Yeah.
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Q -- | want to correct an assunption that | may
have incorrectly stated. |'m speaking of just the
mar gi nal piece that you would require to address the --
you know, the peak requirenent beyond your abilities to

generate in the east and supply the east | oad.

A Yeah. And | am as well.
Q Okay.
A So even -- even just buying that increnental

pi ece would be significant enough that we coul d
potentially nmove the market. And then --

Q But wouldn't -- wouldn't it be worth -- I'm
sorry I'minterrupting you. Finish your answer.

A. And then froma reliability standpoint, we
have seen a significant decline in the real-tine
bil ateral market since EIM has been inpl enented over the
| ast decade and as nore entities have joined the EIM
And so for me, personally, that is not a risk, to carry
an open position into real-tinme or even the daily
mar ket, that | would ever suggest that the Conpany takes
because that will put reliability and woul d i ntroduce
severe supply risks to the point of potentially |osing
retail |oad and having to have rolling blackouts. So
that's a risk | personally would never take or suggest
be taken.

And then to the point about -- to kind of
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further that point, talking about the hourly market and
the bilateral market kind of losing liquidity since EIM
has been in place -- also, to participate in EIM which
provides a significant reliability benefit to the
Conpany and to its custoners, you have to go into that
market with the ability to serve your own |oad. And
then the market footprint is re-dispatched, and you can,
you know, create benefits that way by the nore econonic
di spatch that increnental changes during real-tinme, and
we have seen a significant reliability benefit from

t here.

That -- so not only -- so it just -- that --
if we don't -- if we | eave that position open and we go
and do kind of what you're suggesting, not only do we
run the risk of -- of blackouts and rolling blackouts,
but we also |lose the tools that we have to be able to,
you know, reliably serve the system a huge tool in EIM

So, no, we have not done that. | don't think
it will tell us anything informative, and with the
reliability risk on top of that, that is not a risk that
| woul d ever suggest taking.

Q | understand how reluctant a utility can be to
t he prospect of vulnerability to rolling blackout or
sonme extrenme event, but I'mtrying to weigh that against

the -- the magnitude of the increases in net power costs
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that we've seen in the last three years and just
wondering whet her at |east sonme kind of counterfactual
anal ysis ought to be -- be undertaken to -- as a way of
exploring other -- other ways to address volatility that
we're seeing in the orders of magnitude that we're
experiencing it. Do you have any ideas about what could
be done?

A Absol utely, and we are doing things, and we
are trying to, you know, do our best to conbat sone of
t hese things. You know, besides reliability -- reliably
serving load cost is, you know, the nunmber one thing
that | think about and doing this in a way that's nost
beneficial to our custoners.

So a couple of things that we are doing -- you
know, we're constantly | ooking at the tools that we have
available to us to ensure that we are, you know,
providing customers with a -- and serving custoners in
the | east cost manner, the | owest cost that we can.

We' ve recently updated our optim zation nodel to be able
to include nore variables and to run from day-ahead al
the way through real-time, and we're really excited
about that. That wll allow us to nanage our
uncertainty requirenment a little bit better and nore
preci sely, which should result in customer savings.

We' ve been, you know, out in front of, you
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know, market expansion for the western United States.
Not only were we the first ones to join the Western
Energy | nbal ance Market, or EIM wth the CAl SO and

we' ve seen that grow to, you know, produce over $5

billion of benefits. You know, just under 100 mllion
of that -- or sorry -- just under a billion of that is
Pacifi Corp's -- for PacifiCorp's custoners over the | ast

decade or 11 years.

We're, again, |leading the west on further
mar ket expansion to the extended day-ahead market, EDAM
which will allow us to, you know, further benefit from
the market optim zation. And so instead of just
optim zing the kind of increnental changes within the
hour and the changes that a plant can make within the
hour, now we can optim ze anong a | arger market
f oot print day-ahead deci sions and commi t ment deci sions
and di spatch -- you know, dispatch schedul es way better
than we can with EIM And that's going to produce --
agai n, our nodels are show ng hundreds of mllion
dol | ars of benefits.

Some of the other things that we're doing is,
you know, we're adding resources. W just added
1,500 nmegawatts of wind resources in eastern Woni ng
with a transm ssion line that drops right into Salt Lake

City, right into Utah, and that transm ssion |ine has
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all owed us to, you know, export even nore w nd out of
Woni ng and all owed us to nmanage the entire Wom ng
transm ssion system better.

We are also -- focusing on the capacity needs
t hat we have going forward and in 2026, we're going to
bring on about a thousand nmegawatts of batteries that
will allow us to shape our purchases nuch better. And
so instead of having to purchase, you know, a 16-hour
bl ock to cover off the four hours that we need the
el ectricity, now we can use that excess electricity from
sol ar and that we have during the day charge the battery
and di scharge it over that four hours that we need it.

And -- and then there's one other thing |I was
going to point out, but I can't renenber what it was.

But the point is we're doing stuff. W're
trying to -- to -- to manage this, and, you know, the
step changes that we saw in the electricity markets are
a lot of the sane things that we saw in our everyday
lives with inflation and supply chain challenges. You
know, there was a lot of -- a lot of generation that was
meant to conme online during the pandemic that -- you
know, couldn't buy solar panels or you couldn't buy the
conponents to build the batteries, and so those were
pushed out.

And so what we really saw was, you know,
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during this tinme, we saw | oads grow ng faster than
anticipated, resources com ng on slower than
anticipated, and we saw scarcity market pricing.

think in the last -- in 2024, you know, we saw nore
generation cone online and sonme of that to start --
start correcting itself. But -- and these are the ebbs
and flows of markets, but, |I mean, all this considered,

| think we are doing a lot to try to serve our custoners
in the | east cost manner w thout putting them at risk
for not being able to serve their | oad.

Q Wth respect to EIM at least, that's an area
where the Conpany does go to quite significant |engths
to be able to at |east produce what it represents to be
a counterfactual scenario so that the savings can be
under st ood sonehow fromthat. And so |I'mjust com ng
back to why wouldn't it at |east be productive to
under st and what woul d have happened if | had done
not hing? And -- and that -- perhaps that would | ead
to -- to approaches that you haven't considered yet.

As far as you know, M. WIding, does that --

that -- does anyone in this record make an attenpt to --
any witness, any exhibit -- to denonstrate what the
outconmes would be if we -- if -- if the Conpany had

sinmply nmet its peak requirements with spot purchases?

A. Not that | can recall, that that anal ysis has
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been done.

I will just say the EIM benefits are
cal cul ated by the CAlI SO and not the Conpany. Just one
thing there. And then, again --

Q | guess publicized by the Conpany certainly.
You woul d accept that, wouldn't you?
Yeah but --
Okay.
Okay. They're on the CAI SO website.
Sur e.

But we do use those and rely on those.

o »>» O » O »

Sur e.

A I think we're kind of just fundanentally
t al ki ng about sonething different here, though, where
there's really two variables that we don't know and
don't control and would likely be inpacted if we did not
transact in the forward market, and that's market
liquidity and market price. So even if that analysis
cane back and said, hey, you could serve |oad, you know,
cheaper by relying on the spot market, that's not a risk
that 1 would be willing to take.

Q Under st and.

A Because of that -- and to nake it even worse,
the days that you' re going to have bl ackouts are the

hottest days of the year when people are relying on
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their air-conditioning or the col dest days of the year
when they're relying on electric heat in the northwest
or, you know, those types of things.

And so that brought -- jogged ny nmenory that
the one other thing that we can do and that we have done
is, you know, we are starting to see the liquidity a
little bit nore on index-priced products, index-based
products where we can lock in the physical capacity, but
we have the ability to let the price float with the --
the spot price. It comes at a -- it typically conmes at
a premumto the spot price, you know. So we have done
some of those as well, and |' m probably getting into
confidential information. So --

Q Well, | appreciate your -- your |engthy
answer, and it is helpful.

A. Thank you.

Q. Honestly. | -- | westle with -- with the
outconmes that this regulatory nmechanismis achieving.
And, as you know, for about ten years, there was a
pretty narrow set of outcones, largely, with, | think
one exception, some remai ning paynents or costs that
customers needed to absorb that represented the
di fference between NPC that was in base rates and what
was actual ly experienced by the Conpany. But then

suddenly in 2021, that happens to coincide with the
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change in your hedging policy, that average outcone --

which | -- | think is about $19 nillion or sonething
like that a year -- is suddenly alnost five tinmes that,
and then the next year it's -- it's, you know, eight or

ten tines, and then the next in 2024 it's 20 ti nes.

So that -- do you -- would you agree with nme
that it's reasonable for the Comm ssion to be really
wonderi ng about the efficacy of the EBA and how this
subj ect m ght be approached in a nore effective way
for -- really for the Conpany and for custoners so
that -- so that the really chall enging and controversi al
set of factors that we're dealing with today coul d be at
| east somewhat avoi ded and we could return to the -- the
ki nds of experiences that -- that we were used to
bet ween 2010 and 20207

A. Well, I -- | hear the -- yeah, | hear your
concern, and | definitely understand that concern. |
think I would maybe just say a couple things -- is, one,
that, you know, correlation does not, you know, inply
causation. And -- so our changing of the hedging policy
was, in fact, to respond to what we were seeing in the
mar ket and the scarcity of resources and what was
avai |l abl e.

And if you renmenber in August of 2020,

California did have rolling blackouts because of a, you

Page 149

Veritext Lega Solutions
Caendar-Utah@veritext.com 801-746-5080




© 00 N o o b~ w N P

N NN N NN R R R R R R R R R
O »h W N P O © O N O O M~ W N Rk O

Hearing - Docket No. 24-035-01. , Redacted - January 22, 2025

know, supply situation where they did not have
sufficient supply to serve their load. And so we saw
that. We saw the pricing, the volatility, and we nade
our changes in -- in response to the market. So the
correlation is us responding to the market, not causing
t he changes in narket.

I think over the |ast couple of years, we've
had this kind of unique set of circunstances where, you
know, |I'm synpathetic to the results, but we had, in our
| ast general rate case, kind of, you know, pre-pandem c
basel i ne net power costs set based on what we knew at
the tinme that was, you know, significantly |ower than
what we're seeing today. And we've had a -- no doubt
about it -- we -- this is not a gradual increase of
power costs, but it was a step change in power cost, and
so we're not the only utility that has felt that step
change.

And, you know, over the |last couple of years,
we've really dealt with sone difficult situations.
We've dealt with, you know, coal supply issues, where,
in the past, always considered coal super steady, you
know, super reliable, but then there's a fire at the
Lila Canyon M ne that caused, you know, not only price
i ssues, but also, you know, supply issues with coal.

Had a bad hydro year. You know, all of these things
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ki nd of conpound on itself and plus the new resources

not comng online like | stated, and you see a step

change.

And so while the -- the anount of the
variance, | understand, is -- is not desirable, but | --
the EBA is working as it's supposed to. It's supposed

to, you know, provide that ability to recover the

vari able costs that are incurred to serve custoners

| oad, and the exact opposite is true. W' ve had years
where we've, you know, returned a credit to custoners

because the baseline was higher than what actually

happened.

And, you know, if I -- 1 don't know for sure,
but based on what |'ve seen, you know, | think we'l
start to see leveling out of power costs. | think, you
know, we're getting back to -- | don't want to say back

to normal, but, you know, back to nore of a steady state
as opposed to, you know, dealing with the resource
scarcity. You know, we see batteries being added al
over the western United States. New wi nd cone online,
and | mentioned with us, new transm ssion lines. All of
t hese t hings help.

| think we just went through a really hard
period with a | ow baseline of net power costs set before

t he pandemi c and a step change in power costs that not
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only we -- | can't stress this enough. It's not just
utilities that face this. | nean, the sane thing that
caused inflation and, you know, supply chain disruptions
that we all saw in our personal lives -- those are the
same things that are causing a |l ot of, you know, changes
in the electric market as a whole plus the coal issues
that | mentioned.

Q. Those are all my questions. Thank you.

A Yeah. Thank you.

CHAI R FENN:. Thank you, M. WIding, for your
responses to Comm ssioner Harvey and Conmm ssioner
Clark's questions. | don't want to beat this into the
ground, but | just have a couple of questions to follow
up on what was asked.

EXAM NATI ON

BY CHAI R FENN

Q. So when the Conpany changed its hedgi ng
programin -- | think July of 20217

A M1 hnm

Q Were you one of the decision nmakers on that
change of the hedgi ng progrant

A. Yeah, | was. And one of the reasons | think
|"ve nmentioned it in testinony -- one of the main
reasons is, you know, we saw the scarcity in the market.

| mentioned the blackouts in California in August of

Page 152

Veritext Lega Solutions
Caendar-Utah@veritext.com 801-746-5080




© 00 N o o b~ w N P

N NN N NN R R R R R R R R R
O »h W N P O © O N O O M~ W N Rk O

Hearing - Docket No. 24-035-01. , Redacted - January 22, 2025

2020. You know, we saw those -- those market

conditions. W knew that we had an open position that
we needed to fill, and based on the financial nmetrics

t hat we were using, our hedging policy was telling us to
sell energy when we needed it the npst.

Q Okay. Can you give nme just the shortest
summary as possible as you can the difference between
the pre-July 2021 hedging policy and then the
post-July 2021 hedgi ng policy?

A. Yep.

MR. KUVAR: Chair Fenn, | just want to

caution. I'ma little worried we m ght be getting into
confidential information here. | think we're happy to
get intoit. | just want -- because the details on the

hedgi ng policy and how we purchase those --
CHAIR FENN: | don't think I need a | ot of
detail.

Q. (BY CHAIR FENN) My understanding is -- maybe
let me state -- this is an oversinplification, but |et
me see if this is correct. That in the pre-2021 you use
t he TAYLAR [ph] or TVAR [ph] values to determ ne average
energy positions; is that correct?

A. Correct.

Q. And the post-July 2021 you were shifting from

average energy positions to peak hour requirenents; is
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t hat an accurate description?

Answer w t hout disclosing any confidenti al

information. If that's -- was it a fair question, or is
there a question -- do you have a problemw th the
guestion? | can rephrase it.

MR. KUVAR: And | will defer to M. WIding on
this, but based on how we've marked the various
nmet hodol ogies in the testinony, | think the actual
di scl osure of those nethodol ogi es and those netrics may
be confidential. And so | just want to be very careful
about it because the disclosure of those netrics could,
in fact, like, provide information to the counterparties
that were trying to conduct those hedgi ng transactions
with that we don't want themto have that information to
use against us to essentially raise the costs that we
woul d pay.

CHAIR FENN: And | appreciate that.

Q (BY CHAIR FENN) AlIl | want to ask is that --

| don't want any netrics. | just want to know if the
concept is accurate -- that we're shifting from an
average energy position to peak hour requirenments. |Is
t hat accurate?

| grant you it may be an oversinplification,
but to the extent -- do you disagree with that

characterizati on?
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A. It is an oversinplification. There's a |ot of

nuance, but, yes, that is accurate.

Q Okay. Al right. And that's all I"mgoing to
get intoit. | just amtrying to make sure | understand
the basics of the programw thout -- w thout the

metrics, wthout the nuances, and |I'm going to nove off
of that if you're okay with it.
MR. KUVAR: Well, | think we're happy to get

into it, and we're happy to have M. W ding explain

nore about it if that's where you want to go. | just
think we -- we're happy to do that in confidential
sessi on.

CHAIR FENN: Ckay. All right. Let's see if |
get into a question that you feel |ike you want to go --
ask to go into confidential session. | don't think we
will.

["mjust -- | want to understand, and |I'm
going to refer to -- if you'd like to get a copy of
it -- I"'mtrying to do this as fast as we can here --
DPU Exhibit 1.1 in their direct testinmony. |It's the
2024 EBA audit report for Rocky Mountain Power.

Do we actually have a copy of that that we can
give to M. WIding?

MR. KUVAR: May | approach?

CHAI R FENN: Yes, please. Yes.
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Q (BY CHAIR FENN) It's also on page 9 of --
yeah, DPU s Exhibit 1.2, page 9 of your testinony, but
|"'mreferring to the exhibit also found in the
testi nony.

A. Sorry. Can you give ne the --

Q Yeah, page 7 of the Exhibit 1.1. DPU
Exhibit 1.1. You see a DPU Table 2 there.

A. Page 7?

Q Yeah.

A Okay. GCot it.

Q Okay. So Conm ssioner Clark referred to these
significant increases in net power costs, and |I'm --
want to ask a question about the -- in 2020 you can see
we go from-- I"mjust going to round this -- 6.6
mllion NPC, 2021, 90.6 mllion; 2022, 175 mllion; and
in 2023, $455 mllion.

VWhat I"mtrying to understand is if that
increase in those -- the magnitude of those increased
costs are due sinply to the volatility in the
mar ket pl ace of the -- of the pricing transactions you
were able to enter into, or are there other factors
associated with it?

A Yes. There are other factors. W' ve had,
hi storically, bad hydro years with significant droughts.

We' ve had the coal supply issues that we've discussed.
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Q But all of those would lead to pricing
vol atility; correct? Price increases, essentially?

A. Ri ght .

Q. Okay. All right. And so are there any ot her
factors that -- that led to those, you know,
unprecedented increases in the |ast three years?

A Wl |, when you're tal king about increase, are

you tal ki ng about the EBA recovery anmount increases?

Q Yeah. The EBA -- third colum there, the EBA
recovery anount increases from6.6 mllion in 2020 to
455 mllion in 2023, with pretty significant increases

in 2022 and 2021.

A. Yeah. | mean, | think, like |I said, we -- we
experienced in the country and the region experienced a
step change in the market during that -- that time, and
we had set a base net power cost in a rate case. And
so, | nean, the EBA recovery amount -- it all depends on
what the base anmount is.

Q Sure.

A | mean, | accept that net power costs have
been increasing over the |ast couple of years |eading up
to '23 and in '23, but we also had a base net power cost
t hat was, you know, years old. And had we reset that
cost and -- and re-forecast that amount, the EBA

recovery ampunt woul d have been | ess.
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Q And | understand that position. | appreciate

you sharing that.
| guess what I'mtrying to get at is your

response to what | think is the Division's position, and
| will refer to it on page 6, paragraph 12 of the
exhibit. And it states -- I'mlooking nowin the fourth
sentence of paragraph 12. Do you see that there? Can
you read that into the record?

A The fourth sentence?

Q. Yeah. | think it begins, "The new program"”

A The new - -

Q Maybe it's the third sentence. Let's go

through it again. It is the third sentence. |
apol ogi ze.
A "The new program has drastically increased the

Conpany' s hedgi ng market purchases and costs
contributing to the |large EBA deferral starting in 2021
and are shown in DPU Table 2. All values are Utah

al l ocated.”

Q Okay. So the question I have is did the
change in the hedging policy contribute at all to the --
they're -- they're saying here that it drastically
i ncreased costs contributing to | arge EBA deferrals. |
assune you reject that position?

A. Yes.
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Q But ny question is a little sinpler, and that
is do you believe that the change in the hedgi ng
program the way you went about hedging after July 2021,
resulted in a |arger NPC el enent in your -- in your
hedgi ng managenent ?

A. No. And the reason why | say no is, again, it
goes back to we changed the policy to address the risks
that we saw in the market in not having enough energy
and our old hedging policy, based on, you know, solely
financial metrics, telling us to sell at tinmes when we
needed the energy the nost.

And so no. | think -- | think the increase in
costs is driven by external market forces, and we have
acted prudently and hedged and purchased in a just and
reasonabl e manner to reliably serve our custoners.

Q And | -- | understand your testinony on that.
| guess I'mtrying to understand why the Division takes
the position. W can ask their witnesses, but their
position is, is that the change in the hedgi ng program
resulted in increased costs.

Let ne ask it this way. |If you had not
changed the hedgi ng program and had kept the
pre-July 2021 hedgi ng programin place, do you think
t hat woul d have then resulted in | ower EBA NPC recovery

amount s?
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A. No. It's hard to say. W would have been
much | arger purchasers in the daily in the spot markets.

It's hard to say what the spot markets woul d have done.

We woul d have -- and there's likely tinmes that we
woul dn't have been able to serve load. | nean -- so
don't know. | can't say that with any certainty, but I

can say that maybe costs woul d have been | ower, but we
woul dn't have served load in all hours.

Q. Yeah. Based upon the inability to purchase on
the spot market because of unavailability or whatever
reason?

A. I mean, and like | said, our coal plants --
we -- we didn't have coal. W were trying to preserve
coal for those hottest days in the sumer and trying to
buy in the other hours. So | think like -- yeah.
don't know what costs would have done if we would have
done sonething different, if we would not have bought in
the forward markets. | do know we woul d not have --
like, it would have been nuch harder to reliably serve
| oad and |ikely that we woul d not have been able to
reliably serve | oad.

Q Okay. Al right. Thank you for your
testinmony in that -- in that respect.

So | guess the conclusion that you woul d hope

t he Conm ssion would draw is that the significant

Page 160

Veritext Lega Solutions
Caendar-Utah@veritext.com 801-746-5080




© 00 N oo o A~ W N P

N NN N NN P P P PR PP PR
ag A W N P O © 00O N OO O~ W N B+, O

Hearing - Docket No. 24-035-01. , Redacted - January 22, 2025

I ncrease starting in 2021 was due to the circunstances
in the market we found ourselves in with all sorts of
different conditions with price volatility which
resulted in an increased price to you and the | onger
termcontracts that you were entering into. That was
the reason, rather than the change in the hedging
program for the -- for the significant changes that
occurred al nost sinultaneously in time with the changes
in the hedging program |Is that --

A. Yeah, absolutely. And | just -- we changed
t he hedgi ng program based on what we were seeing in the
mar kets to address the risk that we were seeing in the
markets. |If we hadn't have changed the hedgi ng program
and kept the hedging programthat we had before, it's
likely that we're sitting here having a different
conversation and you' re asking ne why | didn't change
t he hedgi ng program

Q Yeah. No. | understand your position on
that, that we m ght be having a different conversation.

| go back now to one question, though, that's

ki nd of troubled ne since Phase | of the general rate
case. The Division uses this word, and they use it
advi sedly. They say that you unilaterally changed the
hedgi ng programin 2021 and didn't consult the

Comm ssion, and I"mjust -- | nean, |'m not suggesting
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that you didn't have the right to do that. | guess |I'm
asking the question as to why didn't you -- if this was
a maj or change --

A Yeah.

Q -- in the way you operated your hedgi ng
program which it clearly -- as you now see the results,
it is, why -- why wasn't there sone notification or
i nvol verent of the -- of the Commi ssion in that process?

A Frankly, the fact that we -- | nean, frankly,
that statenment that we unilaterally changed the hedgi ng
programis just sinply not true. | canme out.
traveled to each of our six state conmm ssions, and |
gave presentations on what we were going to do and gave
t hem -- gave everyone an update on how we were going to
do it, asked for input.

In fact, when we cane here to Utah, we said,
"These changes are not yet been inplenented, but these
are the changes that we are going and that we want to
make, and these are the reasons why," and we asked for
input. We got told to, you know, put it in the
sem annual hedgi ng report, which we did. | don't
believe that we got any feedback as to what we should do
differently.

And once we went to all of the conm ssions,

went to all comm ssion staff and the DPU, all six of our
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states -- nyself, M. John Fritz, who's our director of
ri sk managenment -- we went and we did that presentation
for everyone. And once we did that, we foll owed our
internal processes to -- to inplenment this. And so we
did not do this unilaterally, and this was not a change
that was a surprise to anyone. | sat right over there
in that roomacross the hall and gave the presentation.
Q. Okay. And | very much appreciate that

expl anation because this is all newto ne. As you may
know, |'ve been on this Comm ssion eight nonths. So

this all predates ny involvenent, but did you have

those -- so -- and | didn't phrase -- "unilateral" is
not m ne.

A | under st and.

Q That is in the testinony. |I'mtrying to

explore it, though. But you're nowtelling ne that you
had di scussions -- did you have discussions with the DPU
or the Comm ssion nenbers in Uah or the Conm ssion
staff in Uah? Because | -- |I'mnot aware of any.

A Yeah, | understand. You know, | want -- |
think I recall Comm ssioner LeVar being in that room --
Chair LeVar being in the roomwhile we had that, but I
can't recall that with 100 percent certainty. | would
have to go back and | ook.

Q Ckay. Wwell --
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But |1've done a lot of presentations here.

A
Q Sur e.
A

Q. But fromwhat |'m gathering you' re saying is
that you're -- I'mgoing to use this -- these are ny
words. You were -- you were not trying to spring
sonet hi ng by surprise on any state conm ssion. You were
trying to disclose what the plan was and provi de enough
information so that this Conm ssion or any other
conm ssion was notified to what was goi ng on?

A Absol utely, yes, sir. And also provide input
if they had it.

Q. Okay. And | can't vouch and I'm not the right
person to ask questions as to what that process --

because | wasn't here.

A Yeah.
Q. Okay. | have one other question for you with
respect to an assertion by -- in this exhibit. This is

on page 7, and | just wanted you to respond to this.
It's the paragraph right before DPU Table 2.

"The Conpany's decision not to nodel proven
resource types and focus planning on other priorities
have largely limted its procurenent activity to
intermttent resources, leaving it to rely on nore

ext ensi ve hedgi ng market purchases during key hours was
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a mpj or driver of the 2023 deferral.”
Wul d you like to respond to that -- whether
that's true, whether it needs to be qualified, or

whet her it's not true?

A. You know, again, the IRP and the |ong-term
pl anning is not ny expertise, but, you know, | don't
believe this is true as well -- either. You know, |

know the IRP is a robust process that |ooks at many
different scenarios and options to arrive at a preferred
portfolio.

You know, | know in 2020 we added significant
amount of wind resources in Womng along with a
transm ssion line to nove that wind resource -- those
wi nd resources to |l oad. We added nore wi nd resources
just recently at the end of |ast year and begi nni ng of
this year, and with another transm ssion line we're
adding batteries in 2026.

| mean, as you are aware, resources take tine
to plan and to build. And, you know, | think, as you
are also aware, sone of the challenges that we saw the
| ast couple of years, you know, and the pandem c itself,
was not foreseen, and, you know, |oad grew faster than
we forecasted. We did not foresee the coal issues, and,
you know, even if we would have had anot her coal plant

to use, we wouldn't have had the coal to burn
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So, you know, these are all -- this is way too
sinplification of the issues that we faced.

CHAI R FENN: Okay. All right. | wanted to
get your response to that.

M. WIlding, | think you ve been very
cooperative on staying on the stand another hour and
25 mnutes after lunch when | didn't expect it was going
to be that long, but we will now -- we'll excuse you.
| s there any other -- okay.

THE W TNESS: Thank you.

CHAI R FENN:  Thank you, M. WIding, for your
testinony today. | appreciate it.

Al right. 1 -- 1 think that -- that's al
your W tnesses; is that correct?

MR. KUMAR: That is correct.

CHAIR FENN: Okay. Let's turn to the Division
of Public Uilities and let you call your first wtness.

MR. GRECU. Thank you. The Division calls
M. Gary Smth.

CHAI R FENN: M. Smith. Welcome, M. Smth.

THE W TNESS: Thank you.

CHAI R FENN:  Thank you. Please raise your
right arm

GARY SM TH

was called as a witness, and having been first duly

Page 166

Veritext Lega Solutions
Caendar-Utah@veritext.com 801-746-5080




© 00 N o o b~ w N P

N NN N NN R R R R R R R R R
O »h W N P O © O N O O M~ W N Rk O

Hearing - Docket No. 24-035-01. , Redacted - January 22, 2025

sworn to tell the truth, testified as foll ows.
CHAI R FENN:  Thank you very nuch. You may
proceed.
DI RECT EXAM NATI ON
BY MR GRECU:

Q M. Smth, could you please state and spel
your name for the record.

A Gary Smith, Ga-r-y S-mi-t-h.

Q. By whom are you enpl oyed, and what is your
position?

A The Division of Public Utilities, and |I'm a
utility technical consultant.

Q. And what is your business address?

A. It is 160 East 300 South, Salt Lake City,

Ut ah.

Q And have you participated in this docket on
behal f of the Division?

A | have.

Q. Coul d you briefly describe your participation
in the docket.

A | was sort of the lead in analyzing, review ng
and -- both testinonies and also information submtted
by the Conpany and al so obviously testinonies provided
by ot her parties.

Q Did you review the Conpany's filings in this
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docket as well as the filings from other parties?

A. Yes.

Q Have you al so reviewed the responses to data
requests?

A. | have.

Q Did you prepare and cause to be filed your

direct testinmony and DPU Exhibits 1.1 Dir through 1.8

Dir on Novenber 5th, 2024, and your rebuttal testinony
and DPU Exhibit 1.1 Rfiled on January 8th, 20257

A. Yes.

Q Did you al so prepare and cause to be filed
your corrected rebuttal testinony, in clean and
red-lined versions, and the corrected DPU Exhibit 1.1 R
on January 15th of this year?

A. Yes.

Q Do you have any changes or corrections to
t hose filings?

A. Nope.

Q And if | ask you the sane questions posed in
your direct and corrected rebuttal testinonies today,
woul d you provide the same answers?

A. Yes, | woul d.

Q Do you adopt your prefiled direct and
corrected -- corrected rebuttal testinony as part of

your testinony today?
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A Yes.

MR. GRECU: At this point I'd like to nove to
admt M. Smth's direct testinony and corrected
rebuttal testinony and associ ated exhi bits.

CHAI R FENN: Seeing no objection, we'll admt
M. Smith's direct testinmony with the acconpanyi ng
exhibits, his rebuttal testinony and exhibit, and
corrected rebuttal testinony and corrected exhibit.
Thank you.

(Gary Smith's prefiled testinmny and
exhibits were admtted into evidence.)
Q (BY MR GRECU) M. Smth, have you prepared a
summary to share today?
A Yes, | have.
Q. Pl ease proceed.
A. Thank you. Good afternoon, Chair Fenn and
Comm ssioners Clark and Harvey. Thank you for the
opportunity to address Rocky Mountain Power's, or the
Company's, request for cost recovery and the Division's
report in the Conpany's 2024 energy bal ancing account or
EBA filing.

On May 1st, 2024, the Conpany filed its
application requesting recovery of approxi mtely
455 mllion in net power costs for the deferral of 2023.

This is the |l argest deferral requested by the Conpany.
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The Conpany's reasons for the increased costs
include the follow ng: decreased coal plant generation
conpared to the EBA base, or base, established in 2020
due nostly to coal fuel supply issues; underperform ng
wi nd plants; unrealized production tax credits and
hydr ogenerati on | ower than base; increased reliance on
expensi ve replacenent power for market purchases made at
hi gher average market prices than base, resulting in the
| argest increase in the EBA deferral; increased natural
gas fuel expense due to higher average prices that
assuned -- that was assuned in base; and the | argest
whol esal e sales volune -- or sorry -- did | say that --
t he | owest whol esal e sal es volune since 2021 due to the
| ack of avail abl e Conpany pl ant generati on.

On June 28th, 2024, the Conm ssion approved an
interimrate recovery of 431.6 mllion comencing
July 1st, 2024.

After review ng the Conpany's application for
cost recovery, filed testinony, and information provided
in response to data requests, the Division calculated an
updated total Utah-allocated EBA recovery of
334.5 mllion for the cal endar year 2023, an increase of
57.7 mllion fromthe cal cul ated recovery anount
included in the Division' s Novenber 5th, 2024, report

and direct testinony.
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The Division's total updated recomendati on of
33.5 mllion is 97.1 mllion |less than the approved
interimrate recovery anount due to the follow ng
recommended adj ustnents:

Al'l nunmbers are Utah allocated anmobunts and
i ncl ude accrued interest.

A 629, 000 adjustnent for a replacenent power
cost related to four forced outages the Division views
as inprudent. This amount is 186,000 |ess than
recommended in the Division's direct testinony due to
t he renmoval of the October 11th, 2023, Naughton 2
out age.

A 19.4 mllion adjustnent to renove the
state-specific costs to conply with the Washi ngton
Climate Comm tment Act known as Washi ngton CCA,

A 4.8 mllion adjustnment to renove the
El ectric Schedule 137 costs for deferral years 2020
t hrough 2022. These costs were known to the Conpany but
not included in the Conpany's EBA recovery requests for
t hose deferral years.

A $72.3 million adjustnent to nore accurately
allocate trading activities occurring in PAC West.

Mar ket purchases, including hedging transactions
occurring in PAC West, do not appear to benefit Utah

custoners in proportion to the costs currently allocated
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to them
The Division's recomrended 72.3 mllion PAC
West adjustnent is 57.5 mllion |less than the anmobunt the
Di vi sion reconmmended in direct testinony.
The Division's witnesses from DaynmarKk,
M. Phil Di Donenico and Dan Koehler, will testify
regardi ng Daymark's EBA review and will address its
recommended adj ustnents for outages and the renoval of
t he Washi ngton CCA conpliance cost.
Thi s concl udes ny summary.
CHAI R FENN: Ckay. Thank you very nuch.
appreci ate that.
Anyt hing, M. Gecu, before we turn him over
for cross-exam nation?
MR. GRECU: Nothing further from ne.
CHAIR FENN: Okay. All right. Let's see.
M. Moscon, are you conducting the cross-exam nation
here?
MR. MOSCON: | am Thank you, Chair.
CHAI R FENN:  Thank you.
CROSS- EXAM NATI ON
BY MR, MOSCON:
Q Good afternoon, M. Snith.
A Good afternoon.

Q I think we can really condense the questioning
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that | was going to have for you because there's been so
much expl oration of some of these topics already. Do

you have a copy of all of your testinony there in front

of you?

A. | do, yeah.

Q | want to just clarify a couple of points that
you made, and then |I'lI|l pass the mc to others.

If I could have you turn to Exhibit 1.2 to
your direct testinony, which is the audit report, and go
to page 20. \While you're going there, I'mgoing to just
note for everyone that this is the confidential audit
report, not the public summary. | do not believe
anything that 1'mgoing to ask you about is
confidential .

A Okay.

Q It's just the specific things I was | ooking
for not in the public sunmary.

A. Ri ght .

Q. But | don't foresee a need to go into
confidential session. So there's no alarmtaken by the
yel | ow paper.

A. Whi ch page did you say?

Q. Page 20 of 1.2. And I'mlooking at the very
bottom of the page. There's the bottom paragraph that's

i ntroducing DPU Chart 1, and in the bottom paragraph,
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you note -- and just in case they're confidential -- |
don't know -- | won't use the exact nunbers -- but you
note that in 2023 that the -- that there was a

significant decrease in coal fuel expense; correct?

A. That is correct.

Q And then if you turn the page and go with ne
to page 21 -- and |I'm | ooking at the paragraph at the
bottom of this page, after M. Painter's explanation of

your point, and you have a sentence there that starts,

"The results.” Do you see that?
A. Yeah.
Q And |'"mjust going to read it. "The results

of the Conpany's adjusted coal contracts, deliveries,
and depressed generation in 2023 contri but ed
significantly to the Conpany's requested | arge EBA
deferral period."”

Do you see that?

A. Yes.
Q Ckay. And you agree wwth ne that one -- it's
not the only -- but one of the main drivers for the

| arge deferral on the topic that has just been the
subj ect of questioning for M. WIding was that, in
fact, because of coal contract issues that that was a
driver that was increasing the Conpany's need to

purchase additional power trade; is that correct?
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A. The decreased generation of coal -- the
Company actually suppressed the price so that it
woul dn't generate coal as nuch, and so, yeah, they did
result in either gas or market purchases -- | want to
say nmarket purchases.

Q In fact, | think your next sentence is really
what | was driving at.

A Okay.

Q. It states, "The Conpany expl ai ned that the
reduction in coal generation was predom nantly due to
coal supply issues in Utah, including force majeure
events."

Do you see that?

A Yes.

Q. And it's true, isn't it, that nothing that the
DPU has filed with the Comm ssion in this docket calls
into question that, in fact, that there were fires and
fl oods that did inpact the Conpany's coal supply for
2023; is that correct?

A That's correct.

Q Okay. Now, if you would turn with me to your
corrected rebuttal testinony, and |I'm going to be going
to page 8.

A. ' mthere.

Q Ckay. And in the -- below Table 2, there's a
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question and answer there that tal ks about this
adj ust nent that you referenced in your sunmary that your
answer starts on line 145. Do you see that?

A Yes.

Q Okay. Now, | think you noted that your
rebuttal testinony has a different nunmber. It's a
revision based on the -- or excuse ne -- based on the
DPU s initial filing in your direct testinony; correct?

A That is correct.

Q. And in your corrected rebuttal testinony, you
now recommend that instead of a total reduction for the
west side market purchases, but a reduction of the
purchase and hedgi ng cost fromthe 44 percent, which

woul d be the Utah-all ocated share to 20 percent;

correct?
A. That is correct.
Q. And in your testinony, you indicate that where

you derive this 20 percent figure is because that's the
number that M. Trevor Jones used in the general rate
case testinony, and you reference the Docket 24-035-04;
is that correct?

A. Correct.

Q. Woul d you agree with ne that you, yourself,
have not done any anal ysis independent of M. Jones to

come up with how or why that 20 percent figure is
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correct?

A I wouldn't fully agree with that. | wll say
that Trevor probably acted as a lead on this topic.
However, analysis being obviously it would be sonething
| ess than 44 percent. So -- and so in the absence of
specific details on sonme of the allocation details that
we could have used, we cane up with a 20 percent figure.

Q. Okay. Well, to the extent you refer to
M. Jones' testinony here in your testinony, you agree
with me, don't you, that M. Jones, when he canme up with
this figure in his testinony in the general rate case,

i ndicated that this wasn't precise? It could be a
range. It could be 10 percent. It could be 15 percent.
It could be 20 percent. That's correct, isn't it?

A. Yeah. Currently the Conpany, as well as other
parties in PacifiCorp, have spent a lot of time |ooking
at allocations and to the point where discussions within
the nmultistate process had to be discontinued. And so
that's sort of an ongoing issue. You know, the 2020
Protocol is now five years old. So allocation issues --
it is something that nore than the DPU, | believe, is
concerned over.

Q. Okay. And | appreciate that, but that's not
really nmy question. Let me ask it this way.

Woul d you agree with nme that in this docket
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that the Division has not done an anal ysis that would
identify quantifiable evidence that would indicate -- of
all of the market purchases that it is trying to pul
back out of the deferral, that it can show denonstrably
how a reduction of 24 percent is appropriate, |eaving
20 percent to the Conpany?

A. G ven that 90 percent of the transactions
occur -- and | know that there are issues with that that
M. WIding addressed -- and that the Conpany is
operating as holistically -- however, given that some of
the transm ssion can't transfer east, west, so forth,
and state policies which have been sort of underlying
sone of these changes going forward -- may not all ow
some things to happen that other states m ght have
approved -- the analysis is just that it's sonewhere
bet ween probably 10 and 44 percent.

Q. Okay. So the Division's best testinmony is it
doesn't have a precise nunber. |It's sonmewhere between
10 percent and 44 percent that the Conpany shoul d be
able to recover in this docket?

A We are suggesting a recommended 20 percent
adj ust nent .

Q | understand that that's the recomrendati on,
but you agree with ne that that's not based on any

quantifiable data. That's nmerely a recommendation; is
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t hat correct?

A It's a recommendati on.

Q | think that's it. Thank you very nuch.

A Thank you.

CHAI R FENN: Okay. Does anybody el se have
Cross-exani nati on?
Okay. Al right. W'IIl turn to Conm ssioner
Har vey.
EXAM NATI ON
BY COWM SSI ONER HARVEY:

Q Tal ki ng about the trades, front office
transactions that the DPU has recomended the Comm ssion
remove fromthe EBA, I'mtrying to get alittle bit
better sense of what the DPU thinks the Conpany shoul d
have done differently than it did when it made those
trades. If you could talk for a mnute or two about
that, and then I'll probably have some foll ow ups
dependi ng on how you enlighten ne.

A Okay. |t depends on how far back, | guess,
you want to go. | did nmention in ny rebuttal that the
Di vi sion voi ced concerns over the Conpany's
non- procurenment of other resources that would enable
themto be | ess dependent on the nmarket. So that would
be, like, a peaking gas plant is what we suggest ed.

Al so batteries as has been di scussed. That woul d be
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anot her one. But -- so given that we're dealing with
what we have -- if you could just ask your question one
nmore tinme, and |I'I|l answer it better.

Q. Well, we're being -- the Division is asking

t he Conmm ssion to disallow a significant percentage of
these trades or the costs of those trades. The
Conmpany's testinony, as you just heard and as you've
read in witten testinony, that the Conpany says these
are necessary to neet load, and |I'mjust curious what
the DPU t hi nks the Conpany should have done differently.
And you can answer that in two parts; right? You can
say differently given what we have now or differently
long term but I'd like to hear one or the other or
bot h.

A Okay. So long termwe'd like to see them nove
away fromthe market as nuch as they can. In other
wor ds, providing their own generation in those
peak hours, and, again, buy batteries or sone kind of
gas peaker.

| do realize that sone states don't allow sone

of that to occur within their state, and they nay not
even allow it to be within the PacifiCorp system given
what their state protocols mght entail, but as far
as -- | nean, obviously, they had to neet their -- their

| oad, and nobody wants the power to go out, but the fact

Page 180

Veritext Lega Solutions
Caendar-Utah@veritext.com 801-746-5080




© 00 N o o b~ w N P

N NN N NN R R R R R R R R R
O »h W N P O © O N O O M~ W N Rk O

Hearing - Docket No. 24-035-01. , Redacted - January 22, 2025

that they're -- that the product that they're buying --
it's not clear as the only product available to them

Al t hough, you know, we haven't seen an
anal ysis of, "Hey, we could have gone with product B.

It mght be alittle nore costly, but it would narrow
down that scope of the time those trades m ght be
needed." Instead, they're buying that big bl ock of

time. And so | guess, looking at it now, we -- going
forward or even | ooking back, it would be nice to have
sone kind of an analysis that would allow us to do kind
of what | think you're alluding to -- is, |ike, what
coul d have been done differently? What other options do
we have?

And the answer is | -- | don't know that they
coul d have done nmuch different than they did, given
where they're at. However, we don't know that -- it's
not been nmade obvi ous or apparent to us or brought
forward to us in a way that we could really say that
there isn't a better option out there or -- or, you
know, | ooking long-term of course, is always better and
what their real long term-- | nean, they tal k about
procurenent of resources, but those are w nd and ot her
things that don't nmeet the peak | oad, other than the
menti oned batteries today.

| don't know if that answers your questi on.
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Q So I would characterize your answer as saying
the Division expressed concern in the past that
sufficiently -- that a sufficient anmount of dispatchable
resources were not being built, and as a result, they
t hi nk the Conpany's current actions are inprudent. |Is
that a fair summary?

A. G ven that they didn't take the resource
t hought s and ot her choices, yes, | would agree with you,
that it's inprudent because they didn't make the choices
necessary to get themsel ves out of the situation they
find thensel ves today.

Q I|'"masking is it a fair sunmmary of the
Di vi sion's position?

A. Correct.

Q Okay.
A Yep.
Q. And | apol ogi ze in advance, but are you the

w tness that dealt with the Schedule 137 --

A. Yes.
Q -- adjustnment?
A Yes.
Q Okay. | thought you were, but | wasn't
positive.
In your mind -- well, et nme rephrase that.
' m sorry.
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Woul d you explain to nme your -- what
di stinction you see between the types of adjustnments
that were cited in the Conpany's testinony as being
all owed after the fact as conpared to this particul ar
adj ust nent ?

A. So there were a range of -- of things
mentioned. Those include things |ike just the annual
true-up, which, of course, you have to have, and it does
span an ampunt of time. And also other things that
don't fully close within, you know, the given cal endar
year.

That was anot her one. Specifically -- it was
mentioned -- a neter failure that happened in 2021 that
caused the Conpany to file a submttal of an update
to -- to their -- the supplenental testinmony to their
initial filing. So what happened in that case, the
Company filed in March. In June they filed a
suppl enental testinmony advising that there was a neter
failure. So it was a physical failure of equipnent that
necessitated themto recal culate the allocation, which
was the transm ssion |ine between Utah and | daho.

And so when they did that, they found that
Ut ah was actually not given enough | oad conpared to what
| daho shoul d have gotten and so -- therefore -- so --

and that went into settlenent hearings. So the
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Comm ssion really didn't have a chance to -- to weigh in
on that particular issue.

So -- but the difference between that one is
it was not known until sonmewhere between March and June,
as far as we've been told, that the neter failure was
not known. And so that's the difference. It has to do
alot wth when this -- the cost was known and how was
it dealt with; right?

So in -- in this case with the Schedule 137,
they had -- the Conpany had the opportunity to include
it in their filings for -- for years '20 through 2022.
So it's three years of EBA filings they could have
recouped those costs. And as the Conpany is aware, we

did not challenge the '23.

So -- so the real difference is when was the
cost known and -- and why wasn't it included; right? If
it's just an oversight, is it -- we -- the Division

didn't feel prudent to just reopen a case to recoup
costs that the Conpany just didn't recover. And, in
fact, we did say that, you know, if this is the case,
then would they be willing to have it open to other
people com ng with other adjustnments |ater --

ot her years later that we just didn't see or -- you
know.

So -- sothat's really the difference -- is
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t he known and knowabl e and what -- what caused it to not
be included in those other years.

Q Okay. To follow up on the what caused it,
just a clarification there. 1Is it the DPU s position
that in all of the exanples provided by the Conpany in
their testinony, it was caused by things that were not
Conpany errors?

A Correct.

That in -- |'"msorry.
Oh, no. | was just agreeing with you.

We're in the hallway.

> o >

Ri ght .

Q. But that in this particular case the DPU s
position is that it's clearly a Conpany error, not an
external or not an unknowabl e thing?

A. Correct, yes.

Q. Okay. And then for the Washi ngton CCA or --
is that being talked by M. D Donenico?

A. Yep.

Q Okay. | think that's all ny questions. Thank
you.

CHAI R FENN:  Conmi ssi oner Cl ark?
THE W TNESS: Thank you.
COW SSI ONER CLARK: | don't have any

questions. Thank you.
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EXAM NATI ON

BY CHAI R FENN

Q M. Smth, just one question referring back to
M. Painter's testinmony about the Schedul e 137 costs.
In his surrebuttal he indicated that the Comm ssion had
al l omed costs outside of the typical period to be
recovered in a case that was due to an error. Are you
fam liar with that testinony?

A. | am

Q. Okay. Can you differentiate -- is there a
differentiation between what M. Painter's position is

and what your position is?

A. Yes.
Q Pl ease expl ai n.
A. It's the -- the scenario | just nentioned

where there was a nmeter failure between the transm ssi on

l'ine.

Q Okay. |It's that scenario?

A It's that one.

Q Okay.

A | don't know why it was ternmed an error at
that point other than it was an error of the nmeter. It
was a neter error. It wasn't a clerical error as far as
| could tell -- what was presented to us at the tine,
both in, you know, DRs and what have you. So -- so |
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don't know why it was terned an error, because as we
understood it, it was just a -- they caught that the
meter wasn't recording the information correctly. So |
guess the error was in the neter.

Q So it is your position that the -- if the
costs are known and knowabl e, they should be included
within the one-year EBA period and those costs were not
known and knowable. |Is that --

A The 137 costs -- oh, no. The neter --

Q Met er cost.

A. -- failure was not known until between that
filing in March of 2021 to June of '21. So sonewhere in
that, it becanme knowable to the Conpany, is what we've

been told. And, therefore, that caused a suppl enental

filing, which, you know, resulted in a settlenment -- is
what it did. It never went to the Comm ssion to -- to
revi ew.

Q Okay. |Is there any other differentiation you

can draw between that exanple that was used to say
you' ve al ready done this once before in this type of
scenari o and you should do it here for these
Schedul e 137 costs?

A Well, one thing is, you know, to have this be
sort of equal, the Conpany wants -- it knew about it

bet ween March and June of 2021. To make it equal to
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what we're tal ki ng about, then the Conpany woul d have
waited three years and then filed sonething about it.

Q Yeah.

A So, yes, it is. It's all in the details,
nostly the known and knowabl e and what was the result.
| nmean, the Conpany has all access to -- to data, to
i nformation, and | don't think custonmers should be
| npacted by the results of a Conpany error like this
when it could have been just dealt with at the tine
rat her than --

Q And -- and from your investigation of this,
what have you been told as to why it wasn't included in

the prior EBA?

A. It just was not -- | believe it was just a
m stake -- is how | understood it.
CHAIR FENN: Okay. | have no further
questi ons.

Al right. W'Il excuse you, M. Smth.
Thank you for your --

THE W TNESS: Thank you.

CHAIR FENN: -- testinony today.

Your next w tness?

MS. SCHM D: The Division would |ike to call
M. Dan F. Koehler as its next witness. My he pl ease

be sworn.
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CHAIR FENN: Sure. M. Koehler, pronounced
li ke "Taylor."

THE WTNESS: That's right. Years of
training.

CHAIR FENN: Yep. | renenber that fromthe
first case. M. Koehler, will you raise your right arm
DAN F. KOEHLER
was called as a witness, and having been first duly

sworn to tell the truth, testified as foll ows:
CHAI R FENN: Thank you very nmuch. You may be
seat ed.
DI RECT EXAM NATI ON
BY Ms. SCHM D
Q Good afternoon.
A Good afternoon.
Q Coul d you pl ease state and spell your nane for
t he record.
A. Sure. M nane is Dan F. Koehler, D-a-n, F as
in "Fulton", K-o-e-h-l-e-r.
Q What i s your business address?
A My business address is 370 Main Street, Suite
325, in Wrcester, Massachusetts.
Q. By whom are you enpl oyed?
A | amwi th Daymark Energy Advisors.
Q And what is your title?
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A. And | am vice president and princi pal
consul tant.

Q Coul d you please tell us just a little bit
about Daymar k?

A. Sure. Daymark is a consultancy providing
regul atory, econom c, nmanagenent, and investnent
advi sory services to the natural gas and electric power
i ndustry across North Anerica. Qur expertise and
experience are interdisciplinary and include
transm ssion planning and market anal ytics, clean energy
policy, conpetitive procurenent, and portfolio
structuring. Also market design, regulatory economcs,
and utility tariffs and rate design.

Q Thank you. Could you please tell us on whose
behal f Daymark is participating in this docket.

A The Di vi si on.

Q. Coul d you please tell us in just a few words
what the Division hired Daymark to do.

A Sure. We had -- we had several tasks in this
proceeding. OQur first task was to review and assess
actual planned outages to ensure that these outages and
the cost inpacts are appropriate. W also reviewed a
sanpl e of several dozen of the tens of thousands of
power and natural gas transactions settled by the

Conpany in 2023 for accuracy and prudence. W reviewed
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certain specific issues related to key drivers of EBA
costs. We reviewed variances in production tax credits,
or PTC, offsets to EBA costs. W reviewed the

al l ocation of costs to Utah custoners associated with
the Washington CCA filing. W were asked to review
Paci fi Corp's conpliance with risk managenent and

cor porate governance policies.

Q. We just nentioned that you had testified in
front of the PSC before in Rocky Mountain Power's | ast
general rate case, Phase |I. Wen did you, as part of
Daymar k, begi n anal yzi ng the EBA on behal f of the
Di vi si on?

A. Oh, jeez. First gotcha question.

Q Was it perhaps --

A. It was -- well, 1've been working on it since
the first one -- what was that -- 10 -- 20107

Q It was an '11 docket.

A "11. Okay. An '11 docket. And |I've been a
Wi tness since a '15 docket, | believe.

Q Perfect. [|'Il nowturn to the testinony,

exhibits, and reports that Daymark filed in this docket.
They were prepared and filed by you and M. D Donenico
on behal f of Daymark for the Division. Did you and

M. Di Donenico jointly prepare and cause to be filed

what's been marked for filing as DPU Exhi bit Nunber 2.0
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Dir, the direct testinony of Philip Di Donenico and Dan
F. Koehler in redacted and confidential form along with
exhi bits and work papers for the DPU that was filed on
Novenber 5th, 20247?

A. Yes.

Q Did you al so prepare and cause to be filed DPU
Exhi bit Nunmber 2.0 R, the rebuttal testinmony of Philip
Di Doneni co and Dan F. Koehler in redacted and
confidential formalong with the exhibits on -- on
January 7th, 20257

A Yes.

Q Did you and M. Di Donenico prepare and file
any surrebuttal testinmny on behalf of the Division?

A No.

Q Have you and M. Di Donmenico di scussed whet her
there are any changes or corrections that need to be
made to the direct and rebuttal that you filed?

A We have discussed it, and there are none.

Q. I f asked today -- you were asked to prepare
and file the testinonies and exhibits described above,
woul d the contents be the sanme as those contained in
your filed testinonies and exhibits?

A. Yes.

Q. Do you adopt the testinonies and exhibits as

descri bed above as part of your testinony here today?
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A | do.

M5. SCHM D: The Division would |ike to nove
for the adm ssion of 2.0 Direct and its exhibit and 2
point R-- 2.0 Rand its exhibits.

CHAI R FENN: W thout objection, we'll admt
the direct and rebuttal testinony and the exhibits of
M . Koehler and M. Di Donmeni co.

(Philip Di Domeni co and Dan Koehl er's
prefiled testinony and exhibits were
admtted into evidence.)

THE W TNESS: Di Doneni co, yes.

CHAI R FENN: Di Donmenico. Can | just ask the
guestion -- is he going to be testifying also in this

proceedi ng, or are you going to be testifying and not

hi n?

THE WTNESS: So |I'm prepared to speak to al
issues in our -- in our materials with the exception of
prudence of outages. |If there's any questions rel ated

to the prudence of outages, those should be addressed to
M . Di Doneni co.
CHAIR FENN: Okay. All right. dad to get
that straight. Okay.
Q. (BY M. SCHM D) Have you had a chance to
prepare a summary for the Comm ssion?

A. | have.
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Q Does that summary contain information that you
bel i eve the Conpany has marked confidential ?
A It does.

M5. SCHMD: Wth that, the Division would
like to nove or request that this hearing be noved into
cl osed session because M. Koehler's summary contains
and di scusses confidential information, and getting this
information on the record is in the public interest.

CHAIR FENN: Ckay. That's very good.

Let's -- let's -- let's do this, | think, the right way.
| think we need a notion of one of the Comm ssioners to
do that.

COW SSI ONER CLARK: Yeah. [I'Il nove that we
cl ose the session.

CHAI R FENN: Ckay. Conm ssioner Harvey gives
us the thunbs up, and so we'll go into the cl osed
session. Thank you, Ms. Schnm d

Let's now just reiterate, if there's anyone
here who has not signed a confidentiality agreenment, is
not subject to the ternms thereof -- I'll let y'all folks
| ook around. If you see anybody you're worried about,
pl ease |l et us know, but, otherw se, we know that folks
on the phone are -- already have been cleared. Anybody
el se that we have any concerns about?

Ckay. We're going to continue in closed
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session until further notice. Go ahead.
(THE FOLLOW NG PORTI ON OF TRANSCRI PT
PAGES 196-223 HAVE BEEN MARKED
CONFI DENTI AL.)
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CHAIR FENN: So we're going to go back into
public session now, and if we need to go back into
confidential, we'll -- sonebody will tell us.

M. Moore, we're going to turn to you for your
W t ness.

MR. MOORE: Thank you. The O fice of Consuner
Services calls Philip Hayet and ask that he be sworn.

CHAIR FENN: Okay. M. Hayet, let's see if we
can get you -- oh, your video is already up. Can we get
himon the -- the nmain screen? Wy don't -- all right.
We're going to get you there. All right.

M. Hayet, would you raise your right arm
pl ease.

PHI LI P HAYET
was called as a witness, and having been first duly
sworn to tell the truth, testified as foll ows:

CHAIR FENN: We can't hear you. W saw that

you said, "I do." So we won't nake you repeat that, but
your -- your mcrophone is not turned on.
THE WTNESS: | do. M apol ogi es.

CHAIR FENN: Okay. All right. W gotcha.
We'll turn to M. Moore now.
DI RECT EXAM NATI ON
BY MR MOORE

Q Coul d you please state and spell your nane for
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the record.

A My name is Philip Hayet, P-h-i-I-i-p and
H-a-y-e-t.

Q. What is your business address, and how are you
enpl oyed?

A. My address is 570 Colonial Park Drive, Suite
305, Roswell, Georgia 30075.

Q For who --

A. And woul d you repeat the second part?

Q. How are you enpl oyed?

A I"ma consultant on behalf of -- | work for
Kennedy and Associates, and |I'm a consultant for the
O fice.

Q On January 16th -- no.

On Decenmber 6th, 2024, did you file direct
testinony on behalf of the Ofice in this docket?

A Yes, | did.

Q On January 16th, 2025, did you file
surrebuttal testinmony?

A Yes, | did.

Q Do you have any changes that you'd like to
make to this testinony at this tinme?

A | have one change I'd like to nake at |ine 198
of direct testinony. The nunber that's in that line

2039 shoul d be 2029, and that's the only change | have.
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Q O her than that change, if | asked you the
sanme questions that are in your witten testinony today,
woul d your answers be the sane?

A They woul d.

MR. MOORE: Conmm ssion, there was a -- the OCS
initially failed to include his resune with his direct
testinony, and he references his resune in his
testinmony. So | would like to adnmt the resunme today as
OCS Exhibit 1.1 D. | had discussion with the parties
and presented themw th the resune, but 1'd like to
provide one to the court reporter and to the Comm ssion,
if you'd --

CHAIR FENN: Sure. We'd like to have that.

Al right. Are you noving the adm ssion of this?

MR. MOORE: | am

CHAI R FENN: Okay. \While you're distributing
that, w thout objection, we will nove to admt the
direct testinony and surrebuttal testinony of M. Hayet
with the one correction on line 198 of his direct
testinony, and we'll also admt as OCS 1.1 D M. Hayet's
resune.

(Philip Hayet's prefiled testinony and
OCS Exhibit 1.1 D were admtted into
evi dence.)

CHAIR FENN: M. Hayet, anytine it's nore than
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16 pages long, it's too many pages for ne to read. This
is 17 pages long. That's pretty -- that's an extensive
resumne.

MR. MOORE: M. Hayet --

THE W TNESS: (i naudi bl e) .

(Reporter clarification.)

THE WTNESS: | said it has all nmy appearances
on it. That's why it's |ong.

CHAI R FENN: Ckay. Well, thank you for it. |
was j ust being obviously facetious.

THE W TNESS: | know.

CHAIR FENN: | apol ogize for ny attenpt at
levity.

THE W TNESS: Appreciate it.

Q. (BY MR. MOORE) M. Hayet, have you prepared a

testinony of your testinony?

A Yes, | have.

Q Pl ease proceed.

A Good afternoon, Conmi ssioners. In my direct
and rebuttal testinony, | address three issues that the

DPU al so addressed.

The first issue concerned the prior period
adj ust nent for Schedule 137 costs in which Rocky
Mount ain Power is seeking to recover costs that were

known and knowable nultiple EBA deferral periods before
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this one because the Conpany sinply overl ooked the

i nclusion of those costs in the proper EBA period.

Rocky Mbuntain Power has long incurred costs related to
export credits first with Schedule 136 and then

begi nning in 2020 associated with Schedul e 137.

Schedul e 137 was a known and knowable matter at the tine
the costs were incurred.

RVMP has taken different positions on rel ated
issues at different tinmes. |In the |ast EBA proceeding
regardi ng cal endar year 2022 deferral costs, the Conpany
argued agai nst affording stakehol ders the opportunity to
present adjustnents in a future EBA related to the
previ ous EBA deferral period. The Conpany stated the
parties should only be able to propose adjustnments that
are related to the cal endar year deferral period and not
prior period. In this proceeding, the Conpany has
poi nted out that out-of-period adjustnments are not
prohi bited and are common.

OCS agrees that out-of-period adjustnents have
been permtted. However, the exanple the Conpany gave
relates to cases in which the Conpany knew about the
specific matters at the tinme of the deferral period;
however, the final determ nation of the costs were not
known until a later time. |In this -- in this case

Schedul e 137 and associ ated costs were known at the tine
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of the deferral period; however, the Conpany negl ected
to include themat the tine and instead is seeking to
recover themin this |later deferral period.

OCS recommends renoval of 4.8 mllion,

i ncluding interest, in Schedule 137 costs incurred --
incurred in the years prior to the '23 deferral year.

The second issue relates to the state of
Washi ngton Climte Commtnent Act, or CCA, in which the
Conpany is seeking to recover costs incurred in
Washi ngton. PacifiCorp itself recognizes these costs
are discrimnatory because Utah custoners are charged
hi gher costs than Washi ngton custoners and the
subsi di zed prograns that only benefits Washi ngton
custonmers. The CCA requires the Conpany to purchase
al | onances to cover greenhouse gas em ssions related to
fossil fuel fire generation, such as PacifiCorp's
Chehal i s natural gas plant.

Paci fi Corp was obligated to spend 42 mllion
by the state of Washington to buy all owances, and the
state of Washington then allocated free all owances back
to PacifiCorp associated with WAashington state retail
custoner | oad alone. In essence, Washington state
custonmers paid |less for Chehalis energy conpared to al
ot her Pacifi Corp custoners.

Paci fi Corp has taken the position in this

Page 229

Veritext Lega Solutions
Caendar-Utah@veritext.com 801-746-5080




© 00 N o o b~ w N P

N NN N NN R R R R R R R R R
O »h W N P O © O N O O M~ W N Rk O

Hearing - Docket No. 24-035-01. , Redacted - January 22, 2025

proceedi ng that the Chehalis cost is |like a generation
tax that occurs in other jurisdictions for other
generation and it's fair that Utah customers should have
to pay the costs. However, there is a distinction in
that in the case of a generation tax, there is no
correspondi ng distribution of revenues back to the
utility custoners of the state that charges the taxes
like there is with the CCA revenue.

Interestingly, Rocky Mountain Power itself has
taken action opposing the allocation benefit to just
Washi ngton state custonmers in its suit it filed against
t he Washi ngton State Departnent of Ecology in the US
District Court for the Western Division of Washi ngton.
In that suit Pacifi Corp argues that the cost is
di scrim natory, and PacifiCorp stated the costs harm - -
harm Paci fi Corp's non-\Washi ngton custoners.

Furthernore, three other states -- including
| daho, Wyom ng, and Oregon -- have all disallowed this
di scrimnatory costs from being recovered. The Oregon
Public Service Conm ssion, for exanple, does not
justify -- apologies -- the Oregon Public Service
Comm ssion, for exanple, recognized PacifiCorp is faced
with conflicting instructions fromstates. However, it
noted that that does not justify Oregon retail custoners

having to pay the discrimnatory costs.
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OCS continues to recomend the disall owance of
19.4 mllion, including interest, on a U ah
jurisdictional basis for the '23 deferral year

The third issue relates to a concern the DPU s
raised in that net power costs and the deferral bal ance
has gone significantly overtinme corresponding to
Pacifi Corp's reliance on power purchases. This issue
ties together concerns about costs customers have to pay
t hrough the EBA and the fact that there is a |ack of
incentive, as has existed in the past, for the Conpany
to properly plan to ensure that risks the custoners are
exposed to through the EBA are m nim zed.

Today, there is no | onger a suring nmechanism
that aligns ratepayer and PacifiCorp's interests in
m nimzing net power costs. Wen net power costs

i ncrease, PacifiCorp sinply flows through those costs to

custoners --
(Wtness's screen freezes. Discussion
hel d of f record.)
A Al'l right. Today, there is no |onger a suring

mechani sm that aligns ratepayer and Pacifi Corp's
interests in mnimzing net power costs. \Wen net power
costs increase, PacifiCorp simply flows through those
costs to custoners.

In nmy testinony, | outlined sone planning
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i nadequacy that have arisen, including a cancel ed RFP,
| ack of acknow edgenent of an |IRP because the Conpany
rul ed out addi ng GAAP resources, the MFP process that
was term nated, and the fact that for years Pacifi Corp
has only -- has overly relied on front office
transactions, also referred to as market purchases. By
relying on market purchases, the Conpany has, in
essence, exposed custonmers to unhedged market energy
purchase costs that are recovered through the EBA.

G ven the planni ng deficiencies nentioned, the
OCS is concerned by the risk and the costs custoners are
being forced to bear entirely, and the OCS recomends
that the Public Service Comm ssion open a new docket to
address whether or not the EBA nechanismis
appropriately acting as a risk sharing nmechanismor if
it is acting as a backstop to Pacifi Corp's planning
processes. This docket should investigate nore
t horoughly the reasons net power costs and deferral
costs have increased so dramatically, market purchases
have i ncreased significantly, planning deficiencies have
occurred, and al so how the EBA should be changed such
t hat customers woul d have greater protections than
currently exist.

And that concludes ny sumary.

CHAI R FENN: Okay. Thank you for your
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summary, M. Hayet.

MR. MOORE: M. Hayet is now available for
cross and questions fromthe Conm ssion.

CHAIR FENN: Okay. M. Kumar?

MR. KUMAR: | think I have just a -- very
qui ck few questions based on M. Hayet's summary.

CROSS- EXAM NATI ON

BY MR KUMVAR:

Q. M. Hayet, can you hear ne?
A. Yes, | can.
Q M. Hayet, in your summary you cite to the

OCS's recommendation from |l ast year's energy bal anci ng
account proceedi ng where the OCS recommended that -- |
bel i eve where the OCS recommended that the review of the
prudence of certain dispatch costs related to coa
facilities be delayed; is that correct?

A Yes.

Q And in that proceeding, the costs associ ated
with those coal facilities was actually included in that
proceedi ng; correct?

A Yes.

Q And so the OCS was requesting, essentially, a
del ay of the prudence review of costs that had been
i ncluded for review in that proceeding; correct?

A. It was requesting delay for information that

Page 233

Veritext Lega Solutions
Caendar-Utah@veritext.com 801-746-5080




© 00 N o o b~ w N P

N NN N NN R R R R R R R R R
O »h W N P O © O N O O M~ W N Rk O

Hearing - Docket No. 24-035-01. , Redacted - January 22, 2025

was going to be provided in a report in another state.
Q. But it was requesting a delay of the prudence

review of those costs that had been included; correct?
A. Yep.

Q Okay. | have no further questions. That's

CHAIR FENN: Ckay. Thank you, M. Kumar. |
assunme no one el se has questions. |'Il turnto
Comm ssi oner Harvey.

COW SSI ONER HARVEY: Just a few to make sure
that I'mclear on the OCS' s position here.

EXAM NATI ON

BY COMM SSI ONER HARVEY:

Q Wth respect to the Schedul e 137 costs, your
di stinction between this -- the inclusion of this versus
the ones that were cited in other testinony is because
you -- you expl ai ned because of Conpany error involved
versus with the others it was an inability to know the
actuals. Wuld you say that's correct?

A They -- they should have -- ny position is
t hey should have known and included -- so the
i nformati on about the issue was known, the costs were
known; and, therefore, that -- those costs could have
been included but for the error that occurred.

In the other cases it was waiting on
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information to be determ ned, and it wasn't known and
knowabl e at the tinme. For exanple, there was a case in
whi ch |iqui dated damages -- there was a fight that was
going on, a litigation that was going on, and the
results were not known at the tine. The ultimte costs
were not known at the time of the -- of the deferral
peri od.

Q. Thank you. Wth respect to your
recommendation regarding the EBA, you nentioned in the
sunmmary that you don't believe the Conpany's incentives
are aligned with consuners' incentives. What are
potential mechanisns that would align those incentives
in your mnd?

A. Well, in the past there was a sharing
mechani sm and that sharing mechani sm nmeant that when
there was a certain anmount of under-recovery or
over-recovery, there was a sharing between the custoners
and the Conpany. That led to -- the Conpany recogni zed
that it wasn't going to fully recover the costs through
t he EBA because of the sharing proportion. Then it had
to, you know, work harder to mnim ze any deficiencies
t hat occurred, and that m ght nean perhaps that it had
to conduct nore frequent rate cases so that -- that --
you know, because they keep citing to this issue that,

you know, the rate case hasn't happened in so |ong of a
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period, and, therefore, the difference between the base
anount and the actual 2023 cost is so significant now.

So that woul d be one issue. The Conpany woul d
be nore aligned with trying to ensure that the -- that
the -- the balance -- the deficiency didn't grow as
significant as it has. The fact that we no | onger have
t he sharing mechani sm neans that we no | onger have the
i ncentives aligned.

So | think that through an investigation, we
could work on ways to ensure that the Conpany is working
harder to ensure that the net power cost bal ance and the
under-recovered bal ance isn't as significant as it is
t oday.

Q As a followup on the incentives, would you
say that the Conpany has received significant pushback,
both frompolitical actors as well as fromthe general
public and certainly fromthe testinony in this -- this
docket, regarding the size of the -- the overage, |
guess | shoul d say?

A Yes. Just like any utility, | think that they
hear a lot of comrents fromthe public when they -- when
net power costs go up and rates increase. | think that
parties have |l et them know that through the testinony.

But | think that through a proceedi ng such as

what |'m suggesting, a lot of issues that -- that drive
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t he net power costs could be investigated. You know,
there's this whol e question about the market purchases
and the size -- the growth in the market purchases and
how that correlates to the growmth in net power costs and
t he under-recovery that occurred, you know.

And there are other issues that could be
exam ned in addition, such as, you know, the Conpany, in
its IRP, they didn't even exam ne the use of gas
resources as potential resources that could be -- could
be added to their systema few years back, and that was
a -- that led to the potential |ack of having
di spatchabl e capacity in -- maybe not in 2023, but,
certainly, you know, prior to 2030. On a going forward
basis, there could be a significant need for
di spat chabl e capacity as nore and nore intermttent
resources are being added to the system And, yes,
know that these are also |IRP-rel ated issues; however,
they drive to the EBA. They drive to the net power
costs that are recovered through the EBA

So | think there's a whole |arge question of
are the right incentives being in place such that the
Conmpany doesn't just sinply wind up in a situation where
net power costs are going to go up, no sharing mechani sm
exi sts, and the Conpany sinply recognizes it's entitled

to recover any additional costs through the EBA?
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Q Thank you. That's all my questions.

CHAI R FENN:  Conmi ssi oner Cl ark?

COW SSI ONER CLARK: | don't have any
guestions. Thank you.

CHAIR FENN: M. Hayet, | don't have any
guestions either. W wll excuse you. Thank you for
partici pating.

THE W TNESS: Ckay.

CHAIR FENN: We appreciate it.

MR. MOORE: Nothing else fromthe OCS. Thank
you.

CHAIR FENN: Okay. All right. W have
M. Higgins is the -- | believe he's our |ast wtness;
is that correct?

MR. RUSSELL: | think so. Utah Association of
Energy Users calls Kevin Higgins.

CHAI R FENN: Okay. Welcone agai n,

M. Hggins. WIIl you raise your right arm
KEVI N C. HI GG NS
was called as a wtness, and having been first duly
sworn to tell the truth, testified as foll ows:

CHAI R FENN:  Thank you, M. Higgins. Please
be seat ed.

DI RECT EXAM NATI ON
111
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BY MR, RUSSELL:

Q Good afternoon. Could you state and spel
your name for the record, please.

A My nane is Kevin C. Higgins, K-e-v-i-n, mddle
initial C., Hi-g-g-i-n-s.

Q And can you tell us who you work for and in
what capacity.

A I"ma principal in the consulting firm Energy
Strategies.

Q. On whose behalf do you offer testinmony in this
proceedi ng?

A "' m here on behalf of the Utah Association of
Energy Users, or UAE

Q And in that capacity did you file or cause to
be filed direct and surrebuttal testinmony in this
proceedi ng?

A Yes, | did.

Q And that's -- direct testinony was filed on

Decenber 6th along with UAE Exhibits 1.1 through 1.4 and

surrebuttal testinmony on January 16th of 2025; is that
ri ght?

A Yes.

Q. And with respect to that prefiled testinony,
do you have any corrections to make?

A. No.
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Q I f asked the sanme questions today that were
posed in your prefiled testinmony, would you provide the
same answers?

A Yes, | woul d.

MR. RUSSELL: 1'Ill nove for the adm ssion of
M. Hi ggins prefiled testinony and exhibits.

CHAI R FENN: Seeing no objection, we'll -- the
Commi ssion will admt the prefiled direct and
surrebuttal testinmony of M. Higgins and the
acconpanyi ng exhi bits.

(Kevin C. Higgins' prefiled testinony and
exhibits were admtted into evidence.)

Q (BY MR, RUSSELL) Have you prepared a sunmmary
of your testinony for us today, M. Higgins?

A Yes, | have.

Q Al right. Please proceed with that.

A Good afternoon, Chairman Fenn, Comm ssioner
Cl ark, Conm ssi oner Harvey.

In my testinmony | address two different
topics. First, | recomend that costs associated with
the state of Washington's Clinmate Commitment Act, or
CCA, should be disallowed fromthe recovery of the
cal endar year 2023 EBA deferral. The CCA shoul d be
viewed as a Washington state policy action that shoul d

not inplicate Utah rates. | support the recomendati on
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of the Division of Public Utilities that the

$42.1 mllion of total Conpany anmpunt spent on
Washi ngt on CCA al | owmances be situs assigned to
Washi ngt on and renoved fromthe Utah-all ocated net power
costs.

Second, in ny direct testinmony | identified
certain anomalies in the allocation of EBA-related costs
to Schedules 9, 31, and 32 that resulted in an
over -assi gnment of costs to Schedule 9 for recovery
t hrough the EBA. Accordingly, | nade a nunber of
recomrendations to renmedy this problem

In his rebuttal testinony, Rocky Mbountain
Power witness M. Meredith acknow edged the concerns |
rai sed and proposes a resolution to the problemthat I
believe is well reasoned and fair to all custoners.
Therefore, | recomend adoption of the Conpany's revised
al |l ocation approach as detailed in M. Meredith's
rebuttal testinony and further supported in his rebuttal
exhi bits.

| also agree with M. Meredith's proposal to
rectify the overallocation of cal endar year 2023 EBA
deferral costs to Schedule 9 through an adjustnent to
t he cal endar year 2024 EBA deferral recovery, which
conports with the recommendation | made in ny direct

testi nony.
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That concl udes ny summary.

CHAI R FENN: Ckay. Thank you, M. Higgins.

MR. RUSSELL: No additional questions for
M. H ggins. He's available for cross-exam nation and
Comm ssi on questi ons.

CHAIR FENN: Okay. We'Ill turn to Rocky
Mount ai n Power .

MR. KUVAR: We have no questions for this
W t ness.

CHAIR FENN: Okay. Does the Division or the
O fice have any questions?

Ckay. |I'd turn to Conmi ssioner Harvey and see
if he has any questions of M. Higgins.

COW SSI ONER HARVEY: 1'mgoing to ruin ny
record. | have no questions.

CHAI R FENN: Okay. Conmm ssioner Cl ark?

COW SSI ONER CLARK: No questions. Thank you.

CHAIR FENN:  Well, | guess I'll have no
guestions as well. That's great.
Well, that was succinct, and we appreciate it.

Thank you, M. Higgins.
THE W TNESS: Thank you.
CHAIR FENN: We'll excuse you
| believe that concludes the testinony on the

EBA; is that correct? |s there anything that we need to

Page 242

Veritext Lega Solutions
Caendar-Utah@veritext.com 801-746-5080




© 00 N o o b~ w N P

N NN N NN R R R R R R R R R
O »h W N P O © O N O O M~ W N Rk O

Hearing - Docket No. 24-035-01. , Redacted - January 22, 2025

take up before we adjourn fromany of the parties?

Al right. W -- 1 don't recall when -- we
have a 300-day period -- | believe it is. Is that what
it is to issue an order in this -- in an EBA proceedi ng?

Can sonmebody clue nme in on that?

MR. KUMAR: | believe so, but | haven't |ooked
at the statute.

UNI DENTI FI ED SPEAKER: It's 300 days.

CHAI R FENN: 300 days? GCkay. All right.
Does anybody know when that 300 days runs? | wunderstood
it was sonetinme in February. Do you know?

MS. PASCHAL: February 25th.

CHAI R FENN:  February 25th. Melissa knew. |

shoul d have just asked Melissa. Wuld have had the

answer. Okay. Well, we'll issue an order before
February 25th. That will be sonething that we'll get
on.

And seeing no other questions or coments --
boy, who woul d have thought we would be out of here
before 4:30? Al right. W'Il|l adjourn this proceeding.
Thank you so rmuch for your attendance and participation.

(This hearing was concl uded at

4:27 p.m M.)

* * * * *
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REPORTER' S CERTI FI CATE
STATE OF UTAH )
)
COUNTY OF UTAH )

|, BROOKE SI MMS, an |daho Certified Shorthand
Reporter, Utah State Certified Court Reporter, and
Regi st ered Professional Reporter, hereby certify:

THAT the foregoing proceedi ngs were taken
before me at the tinme and place set forth in the caption
hereof; that the proceedi ngs were taken down by nme in
shorthand and thereafter ny notes were transcri bed
t hrough conmputer-aided transcription; and the foregoing
transcript constitutes a full, true, and accurate record
of such oral proceedings had, and of the whole thereof.

| further certify that | amnot a relative or
enpl oyee of an attorney or party, nor am | financially
interested in the action.

| have subscribed ny nanme on this
18t h day of February, 2025.

B o

Brooke Sinmms, RPR, CCR, CSR
| daho CSR No. 1174
Utah CCR No. 12335391-780
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Utah Rules of Civil Procedure
Part V. Depositions and Discovery

Rule 30

(E) Submission to Witness; Changes; Signing.

Within 28 days after being notified by the officer
that the transcript or recording is available, a
witness may sign a statement of changes to the form
or substance of the transcript or recording and the
reasons for the changes. The officer shall append

any changes timely made by the witness.

DISCLAIMER: THE FOREGOING CIVIL PROCEDURE RULES
ARE PROVIDED FOR INFORMATIONAL PURPOSES ONLY.
THE ABOVE RULES ARE CURRENT AS OF APRIL 1,

2019. PLEASE REFER TO THE APPLICABLE STATE RULES

OF CIVIL PROCEDURE FOR UP-TO-DATE INFORMATION.




VERITEXT LEGAL SOLUTIONS

COMPANY CERTIFICATE AND DISCLOSURE STATEMENT
Veritext Legal Solutions represents that the
foregoing transcript is a true, correct and complete
transcript of the colloquies, questions and answers
as submitted by the court reporter. Veritext Legal
Solutions further represents that the attached
exhibits, if any, are true, correct and complete
documents as submitted by the court reporter and/or
attorneys in relation to this deposition and that
the documents were processed in accordance with

our litigation support and production standards.

Veritext Legal Solutions is committed to maintaining
the confidentiality of client and witness information,
in accordance with the regulations promulgated under
the Health Insurance Portability and Accountability
Act (HIPAA), as amended with respect to protected
health information and the Gramm-Leach-Bliley Act, as
amended, with respect to Personally Identifiable
Information (PII). Physical transcripts and exhibits
are managed under strict facility and personnel access

controls. Electronic files of documents are stored




in encrypted form and are transmitted in an encrypted
fashion to authenticated parties who are permitted to
access the material. Our data is hosted in a Tier 4

SSAE 16 certified facility.

Veritext Legal Solutions complies with all federal and
State regulations with respect to the provision of
court reporting services, and maintains its neutrality
and independence regardless of relationship or the
financial outcome of any litigation. Veritext requires
adherence to the foregoing professional and ethical
standards from all of its subcontractors in their

independent contractor agreements.

Inquiries about Veritext Legal Solutions'
confidentiality and security policies and practices
should be directed to Veritext's Client Services
Assoclates indicated on the cover of this document or

at www.veritext.com.
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§ 391. Tax on or with respect to generation or transmission of electricity, 15 USCA § 391

United States Code Annotated
Title 15. Commerce and Trade
Chapter 10B. State Taxation of Income from Interstate Commerce
Subchapter I1. Discriminatory Taxes

15U.S.C.A. § 391
§ 391. Tax on or with respect to generation or transmission of electricity

Currentness

No State, or political subdivision thereof, may impose or assess a tax on or with respect to the generation or transmission
of electricity which discriminates against out-of-State manufacturers, producers, wholesalers, retailers, or consumers of that
electricity. For purposes of this section a tax is discriminatory if it results, either directly or indirectly, in a greater tax burden
on electricity which is generated and transmitted in interstate commerce than on electricity which is generated and transmitted

in intrastate commerce.

CREDIT(S)

(Pub.L. 86-272, Title I1, § 201, as added Pub.L. 94-455_ Title XXI, § 2121(a), Oct. 4, 1976, 90 Stat. 1914.)

Notes of Decisions (5)

15 U.S.C.A. § 391, 15 USCA § 391
Current through P.L. 118-158. Some statute sections may be more current, see credits for details.
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RESUME OF PHILIP HAYET, VICE PRESIDENT

EDUCATION/CERTIFICATION

M.S., Electrical Engineering, Georgia Institute of Technology, 1980 OCS
B.S., Electrical Engineering, Purdue University, 1979 o .
Cooperative Education Certificate, Purdue University, 1979 Exhibit1.1 D

1-22-25

PROFESSIONAL AFFILIATIONS
National Society of Professional Engineers
Georgia Society of Professional Engineers

Institute of Electrical and Electronic Engineers

EXPERIENCE

Since completing his Master’s program, Mr. Hayet worked for fifteen years at Energy Management
Associates, now Ventyx, providing consulting services and client service support to electric utility
companies for the widely used planning models, PROMOD IV and STRATEGIST. Mr. Hayet had
an instrumental role in designing some of the modeling features of those tools including the
competitive market modeling logic in STRATEGIST.

In 1995, Mr. Hayet formed the utility consulting firm, Hayet Power Systems Consulting (‘HPSC”),
and worked for customers in the United States, and internationally in Australia, Japan, Singapore,
Malaysia, the United Kingdom, and Vietnam. Mr. Hayet provided consulting services to Public
Utility Commissions, Regional Power Pools, State Energy Offices, Consumer Advocate Offices,
Electric Utilities, Global Power Developers, and Industrial Companies. Mr. Hayet’s expertise covers
a number of areas including utility system planning and operations, RTO analysis, market price
forecasting, Integrated Resource Planning, renewable resource evaluation, transmission planning,
demand-side analysis, and economic analysis.

In 2000, Mr. Hayet also joined the consulting firm of J. Kennedy & Associates, Inc. (“Kennedy and
Associates”) and assisted on projects that required utility resource planning, analysis, and software
modeling expertise. Mr. Hayet merged his firm and became a Vice-President and Principal of
Kennedy and Associates in 2015.

Mr. Hayet has conducted numerous consulting studies in the areas of RTO Cost/Benefit Analysis,
Renewable Resource Evaluation, Renewable Portfolio Standards Evaluation, Electric Market Price
Forecasting, Generating Unit Cost/Benefit Analysis, Integrated Resource Planning, Demand-Side
Management, Load Forecasting, Rate Case Analysis and Regulatory Support.

J. KENNEDY AND ASSOCIATES, INC.
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2000 to

J. Kennedy and Associates, Inc.

Present: Vice President and Principal as of 2015

Began in 2000 as Director of Consulting, became Vice President and Principal in 2015
Managed electric related consulting projects.
Responsible for business development.

Clients include Staffs of Public Utility Commissions and other State Agencies, State
Energy Offices, Global Power Developers, and Industrial Groups, and large energy users.

1996 to Hayet Power Systems Consulting

201s:

President and Principal

Managed electric utility related consulting projects.

Clients include Staffs of Public Utility Commissions and other State Agencies, State
Energy Offices, Global Power Developers, and Industrial Groups, and large energy users.

Merged with J. Kennedy and Associates, Inc. in 2015.

1991 to EDS Utilities Division, Atlanta, GA (Now Ventyx)

1996:

Lead Consultant, PROSCREEN (Now STRATEGIST) Department

Managed a client services software team that supported approximately 75 users of the
STRATEGIST electric utility strategic planning software.

Participated in the development of STRATEGIST’s competitive market modeling features
and the Network Economy Interchange Module

Provided client management direction and support, and developed new consulting business
opportunities.

Performed system planning consulting studies including integrated resource planning,
DSM analysis, marketing profitability studies, optimal reserve margin analyses, etc.

Based on experience with PROMOD IV, converted numerous PROMOD [V databases to
STRATEGIST, and performed benchmark analyses of the two models.

1988 to Energy Management Associates (EMA), Atlanta, GA

J. KENNEDY AND ASSOCIATES, INC.
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1991: Manager, Production Analysis Department

» Served as Project Manager of a database modeling effort to create an integrated utility
operations and generation planning database. Database items were automatically fed into
PROMOD IV.

» Supervised and directed a staff of five software developers working with a 4GL database
programming language.

 Interfaced with clients to determine system software specifications, and provide ongoing
client training and support

1980 to Energy Management Associates (EMA), Atlanta, GA
1988: Senior Consultant, PROMOD IV Department

» Provided client service support to EMA’s base of over 70 electric utility customers using
the PROMOD 1V probabilistic production cost simulation software.

» Provided consulting services in a number of areas including generation resource planning,
regulatory support, and benchmarking.

J. KENNEDY AND ASSOCIATES, INC.
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TESTIMONY AND EXPERT WITNESS APPEARANCES

Date Case Jurisdict  Party Utility Subject
09/98  97-035-01 uT Utah Committee  PacifiCorp Utah jurisdictional Net Power Costs,
for Consumer PacifiCorp Rate Case Proceeding
Services
07/01  01-035-01 uT Utah Committee  PacifiCorp Utah Jurisdictional Net Power costs in
for Consumer General Rate Case
Services
2001  ER00-2854- FERC Louisiana Public  Entergy Proposed System Agreement
000 Service Modifications
Commission
07/02  02-035-002 UT Utah Committee  PacifiCorp Special contract for industrial consumer
for Consumer
Services
2002/  U-25888 LA Louisiana Public ~ Entergy Investigation of retail issues related to
2003 Service the System Agreement
Commission
2003  U-27136 LA Louisiana Public  Entergy Aging gas steam-fired retirement study
Subdocket A Service
Commission Staff
07/03 ELOI-88- FERC Louisiana Public  Entergy Rough preduction cost equalization
000 Service proceeding
Commission
05/04 03-035-14 uTt Utah Committee  PacifiCorp Development of a large QF avoided
for Consumer cost methodology
Services
06/04  18687-U GA Georgia Public Georgia Power 2004 Integrated Resource Planning
18688-U Service and Savannah Studies
Commission Staff  Electric
08/04 ER03-583- FERC Louisiana Public ~ Entergy Affiliate power purchase agreements
000 Service
Commission
11/04  03-035-19 uT Utah Committee PacifiCorp Industrial customer’s request for a
for Consumer special economic development tariff
Services
11/04  03-035-38 uT Utah Committee PacifiCorp Large QF proceeding.

for Consumer

J. KENNEDY AND ASSOCIATES, INC.
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Date  Case Jurisdict  Party Utility Subject
Services

03/05 03-035-14 uT Utah Committee PacifiCorp Concerning PacifiCorp’s Schedule 38
for Consumer avoided cost tariff and remaining
Services unsubscribed capacity

07/05 03-035-14 uT Utah Committee PacifiCorp Concerning PacifiCorp’s Schedule 38
for Consumer avoided cost proceeding
Services

12/05  04-035-42 uT Utah Committee PacifiCorp Net power costs in General Rate Case
for Consumer
Services

04/06  05-035-54 uT Utah Committee PacifiCorp Certification request to expand Blundell
for Consumer Geothermal Power Station. Related to
Services Mid-American Energy Holding’s

Acquisition of PacifiCorp

05/06  22403-U GA Georgia Public Georgia Power  March 2006 fuel cost recovery filing
Service and Savannah
Commission Staff  Electric

2006  06-35-01 uT Utah Committee PacifiCorp 2006 rate case, net power costs
for Consumer
Services

08/06 U-21453 LA Louisiana Public Entergy Gulf Jurisdictional separation.
Service States
Commission Staff

11/06  U-25116 LA Louisiana Public Entergy Fuel adjustment clause filings
Service Louisiana
Commission Staff

01/07 23540-U GA Georgia Public Georgia Power  November 2005 fuel cost recovery
Service filing
Commission Staff

04/07  07-035-93 uT Utah Committee PacifiCorp General Rate Case
for Consumer i
Services

06/07  24505-U GA Georgia Public Georgia Power 2007 Integrated Resource Planning

Service
Commission Staff

J. KENNEDY AND ASSOCIATES, INC.
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Date Case Jurisdict  Party Utility Subject
10/07  U-30334 LA Louisiana Public Cleco Power 2008 Short-Term RFP
Service
Commission Staff
04/08 26794-U GA Georgia Public Georgia Power  Fuel cost recovery filing
Service
(FCR-20) Commission Staff
2008  6630-CE- Wi Wisconsin WEPCO Certification Proceeding for
299 Industrial Energy environmental upgrades at Oak Creek
Group, Inc. power plant
07/08 ERO07-956 FERC Louisiana Public Entergy 2006 rough production cost equalization
Service compliance filing in the System
Commission Agreement case
09/08  6680-CE- wi Wisconsin Wisconsin Certification proceeding concerning
180 Industrial Energy Power and Light Nelson-Dewey coal-fired generating unit
Group, Inc.
11/08 08-1511-E- WV West Virginia Allegheny Fuel cost recovery filing
Gl Energy Users Power
Group
12/08  27800-U GA Georgia Public Georgia Power  Vogtle 3 and 4 nuclear unit certification
Service proceeding
Commission Staff
2008  08-035-35 uT Utah Committee PacifiCorp Chehalis Combine Cycle Power Plant
for Consumer based on a waiver of the RFP solicitation
Services process certification proceeding
07/09 ERO08-1056 FERC Louisiana Public Entergy 2007 rough production cost equalization
Service compliance filing in the System
Commission Agreement case
07/09  U-30975 LA Louisiana Public SWEPCO and Application to acquire the Oxbow Mine
Service Cleco to supply Dolet Hills Power Station
Commission Staff certification proceeding
09/09 EO15/PA- MN Large Power Minnesota Request for approval to purchase Square
09-526 Intervenors Power Butte’s 500 kV DC transmission line,
restructure a coal based power purchase
agreement
09/09  09-035-23 uT Utah Office of PacifiCorp 2009 rate case, net power costs
Direct Consumer Services

J. KENNEDY AND ASSOCIATES, INC.
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Date Case Jurisdict  Party Utility Subject
10/09  09A-415E Cco Public Utilities Black CPCN application to construct two LMS
Commission of Hills/Colorado 100 natural gas combustion turbine units
Colorado
10/09  09-035-23 uT Utah Office of PacifiCorp 20009 rate case, net power costs
Surrebuttal Consumer Services
12/09  29849-U GA Georgia Public Georgia Power  First Semi-Annual Vogtle Construction
Service Monitoring Report
Commission Staff
12/09 ERO08-1224  FERC Louisiana Public Entergy 2008 production costs used to develop
Service bandwidth payments
Commission
2009  09-2035-01 UT Utah Office of PacifiCorp 2008 IRP
Consumer Services
01/10  28945-U GA Georgia Public Georgia Power  Fuel cost recovery filing
Service
Commission Staff
2010  EL09-61 FERC Louisiana Public Entergy System Agreement, individual operating
Service company sales
Commission
06/10  29849-U GA Georgia Public Georgia Power  Second Semi-Annual Vogtle
Service Construction Monitoring Report
Commission Staff
12/10  29849-U GA Georgia Public Georgia Power  Third Semi-Annual Vogtle Construction
Service Monitoring Report
Commission Staff
01/11  ERO0%9-1350  FERC Louisiana Public Entergy 2008 production costs used to develop
Direct Service: - bandwidth payments
Commission
02/11  ER09-1350  FERC Louisiana Public Entergy 2008 production costs used to develop
Cross- gervicg ) bandwidth payments
Answering ommission
04/11  33302-U GA Georgia Public Georgia Power  Fuel cost recovery filing
(FCR-22) Service

Commission Staff
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Date Case Jurisdict  Party Utility Subject
06/11  29849-U GA Georgia Public Georgia Power  Fourth Semi-Annual Vogtle
Service Construction Monitoring Report
Commission Staff
09/11  U-31892 LA Louisiana Public Cleco Power Settlement agreement, CPCN to upgrade
Service Madison 3 coal unit to accommodate
Commission Staff biomass fuel
11/11 26550-U GA Georgia Public Georgia Power  Reacquisition of wholesale block
Service capacity
Commission Staff
11/11  34218-U GA Georgia Public Georgia Power  Decertification of two aging coal units,
Service acquire PPA resources, approve IRP
Commission Staff update
12/11  29849-U GA Georgia Public Georgia Power  Fifth Semi-Annual Vogtle Construction
Service Monitoring Report
Commission Staff
03/12  U-32148 LA Louisiana Public Entergy Change of Control Proceeding to move
Service to Midwest ISO
Commission Staff
2012 20000-EA- wY Wyoming Rocky Certification of environmental upgrades
400-11 Industrial Energy Mountain at Naughton 3
Consumers Power
05/12  35277-U GA Georgia Public Georgia Power  Fuel cost recovery filing
(FCR-23) Service
Commission Staff
05/12  29849-U GA Georgia Public Georgia Power  Sixth Semi-Annual Vogtle Construction
Service Monitoring Report
Commission Staff
07/12  2012-00063 KY Kentucky Big Rivers Environmental upgrades in compliance
Industrial Utility with MATS and CSAPR
Customers, Inc.
09/12  U-32275 LA Louisiana Public Dixie Electric Ten year power supply acquisition
Service Member certification proceeding
Commission Staff ~ Cooperative
12/12 EL09-61- FERC Louisiana Public Entergy Harm calculation, violation of System
002 Direct Service Agreement

Commission

J. KENNEDY AND ASSOCIATES, INC.
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Date Case Jurisdict  Party Utility Subject
1212 U-32557 LA Louisiana Public Entergy Certification of 28 MW PPA for
Service renewable energy capacity (RAIN waste
Commission Staff heat) in accordance with LPSC’s
Renewable Energy Pilot
1212 U-29764 LA Louisiana Public Entergy Retail proceeding regarding termination
Service of cross-PPAs
Commission Staff
12/12 29849-U GA Georgia Public Georgia Power  Seventh Semi-Annual Vogtle
Service Construction Monitoring Report
Commission Staff
03/13 EL09-61- FERC Louisiana Public Entergy Harm calculation, violation of System
002 Cross- Service Agreement
Answering Commission
04/13  2012-00578 KY Kentucky Industrial Kentucky Mitchell Certificate of Public
Utility Customers,  Power Convenience and Necessity
Inc. Company
05/13  36498-U GA Georgia Public Georgia Power 2013 IRP and request to decertify over
Service 2,000 MW of coal-fired capacity
Commission Staff
07/13  U-32785 LA Louisiana Public Entergy 8.5 MW PPA for renewable energy
Service capacity (Agrilectric rice hull) in
Commission Staff accordance with LPSC’s Renewable
Energy Pilot
08/13  29849-U GA Georgia Public Georgia Power  Eighth Semi-Annual Vogtle
Service Construction Monitoring Report
Commission Staff
10/13  2013-00199 KY Kentucky Industrial ~ Big Rivers Base rate case
Utility Customers,
Inc.
05/14  13-035-184 UT Utah Office of PacifiCorp 2014 General Rate Case, net power cost
Consumer Services
06/14  29849-U GA Georgia Public Georgia Power  Ninth/Tenth Semi-Annual Vogtle
Service Construction Monitoring Report
Commission Staff
07/14  20000-446- WY Wyoming PacifiCorp 2014 General Rate Case, net power cost
EA-14 Industrial Energy
Consumers
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Date  Case Jurisdict  Party Utility Subject
08/14  2000-447- wYy Wyoming PacifiCorp 2014 Energy Cost Adjustment
EA-14 Industrial Energy Mechanism application

Consumers

08/14  14-035-31 uT Utah Office of PacifiCorp 2014 Energy Balancing Adjustment
Consumer Services application

09/14  ER13-432 FERC Louisiana Public Entergy Allocation of Union Pacific Settlement

: Service Agreement benefits

Commission

10/14  2014-00225 KY Kentucky Industrial  Kentucky Kentucky Power Company’s Fuel
Utility Customers,  Power Adjustment Clause
Inc.

12/14  29849-U GA Georgia Public Georgia Power  Eleventh Semi-Annual Vogtle
Service Construction Monitoring Report
Commission Staff

05/15  14-035-140 UT Utah Office of PacifiCorp Solar and wind capacity contribution
Consumer Services avoided cost proceeding.

06/15  29849-U GA Georgia Public Georgia Power  Twelfth Semi-Annual Vogtle
Service Construction Monitoring Report
Commission Staff

08/15  15-035-03 uT Utah Office of PacifiCorp 2015 Energy Balancing Adjustment
Consumer Services application

09/15 14-035-114 UT Utah Office of PacifiCorp Cost and Benefits of PacifiCorp’s Net
Consumer Services Metering Program

11/15  39638-U GA Georgia Public Georgia Power  FCR-24 Fuel Cost Recovery Proceeding
Service
Commission Staff

11/15  29849-U GA Georgia Public Georgia Power  Thirteenth Semi-Annual Vogtle
Service Construction Monitoring Report
Commission Staff

5/16 40161 GA Georgia Public Georgia Power  Georgia Power Company’s 2016 IRP
Service and Application for Decertification of
Commission Staff Plant Mitchell Units 3, 4A, and 4B, Kraft

Unit 1 CT, and Intercession City CT

6/16 29849 GA Georgia Public Georgia Power  Fourteenth Semi-Annual Vogtle

Service Construction Monitoring Report

Commission Staff

J. KENNEDY AND ASSOCIATES, INC.
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Date Case Jurisdict  Party Utility Subject

8/16 16-035-27 uT Utah Office of PacifiCorp Renewable Energy Services Contract
Consumer Services between Rocky Mountain Power and

Facebook, Inc

8/16 16-035-01 uT Utah Office of PacifiCorp 2016 Energy Balancing Adjustment
Consumer Services application

9/16  09-035-15 uT Utah Office of PacifiCorp EBA Pilot Evaluation Direct Testimony
Consumer Services

11/16  29849-U GA Georgia Public Georgia Power  Fifteenth Semi-Annual Vogtle
Service Construction Monitoring Report
Commission Staff

11716 09-035-15 uT Utah Office of PacifiCorp EBA Pilot Evaluation Rebuttal
Consumer Services Testimony

11/16  EL09-61-04 FERC Louisiana Public Entergy Violation of System Agreement, Phase
Service [11, Harm Calculation, Direct
Commission

317 EL09-61-04 FERC Louisiana Public Entergy Violation of System Agreement, Phase
Service 11, Harm Calculation, Rebuttal
Commission

6/17 29849-U GA Georgia Public Georgia Power  Sixteenth Semi-Annual Vogtle
Service Construction Monitoring Report
Commission Staff

9/17 17-035-39 uT Utah Office of PacifiCorp Approval of Resource Decision to
Consumer Services Repower Wind Facilities, Direct

11/17  17-035-39 uT Utah Office of PacifiCorp Approval of Resource Decision to
Consumer Services Repower Wind Facilities, Surrebuttal

4/18 17-035-39 uT Utah Office of PacifiCorp Approval of Resource Decision to
Consumer Services Repower Wind Facilities, Response

4/18 17-035-39 uT Utah Office of PacifiCorp Approval of Resource Decision to
Consumer Services Repower Wind Facilities, Rebuttal to

Response

1217 17-035-40 uT Utah Office of PacifiCorp Approval of Resource Decision for New
Consumer Services Wind and New Transmission, Direct

1/18 17-035-40 uT Utah Office of PacifiCorp Approval of Resource Decision for New
Consumer Services Wind and New Transmission, Rebuttal

J. KENNEDY AND ASSOCIATES, INC.
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Date  Case Jurisdict  Party Utility Subject
4/18 17-035-40 uT Utah Office of PacifiCorp Approval of Resource Decision for New
Consumer Services Wind and New Transmission, Second
Rebuttal
6/18 29849-U GA Georgia Public Georgia Power  Eighteenth Semi-Annual Vogtle
Service Construction Monitoring Report
Commission Staff
8/18 Cause 45052 IN Indiana Coal Vectren Energy  Request for Approval of an 850 MW
Council Delivery of CCGT Plant
Indiana
9/18 U-34836 LA Louisiana Public Entergy Authorization to Participate in a 50 MW
Service Louisiana, LLC  Solar PPA
Commission Staff
11/18  29849-U GA Georgia Public Georgia Power  Nineteenth Semi-Annual Vogtle
Service Construction Monitoring Report
Commission Staff
119 U-35019 LA Louisiana Public Entergy Authorization to Make Available
Service Louisiana Experimental Renewable Option and
Commission Staff Rate Schedule RTO
4/19 42310-U GA Georgia Public Georgia Power  Georgia Power’s 2019 IRP Proceeding
Service
Commission Staff
11/19  29849-U GA Georgia Public Georgia Power ~ Twenty/Twenty-First Semi-Annual
Service Vogtle Construction Monitoring Report
Commission Staff
520 43011-U GA Georgia Public Georgia Power  Georgia Power Fuel Cost Recovery
Service Application (FCR-25)
Commission Staff
6/20  29849-U GA Georgia Public Georgia Power  Twenty-Second Semi-Annual Vogtle
Service Construction Monitoring Report
Commission Staff
720 17-035-61 ut Utah Office of Rocky Approval of an Export Credit Rate for
Consumer Services Mountain Customer Generators (Primarily Rooftop
Power Solar)
9/20 20-035-04 uT Utah Office of Rocky Utah Rate Case
Consumer Services  Mountain
Power
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Date Case Jurisdict  Party Utility Subject

10/20  2019-226-E  SC South Carolina Dominion Review of DESC’s 2020 IRP
Office of Energy South
Regulatory Carolina
Services

10/20  2019-227-E  SC South Carolina Lockhart Power  Review of Lockhart Power Company’s
Office of Company 2020 IRP
Regulatory
Services

11720 29849-U GA Georgia Public Georgia Power ~ Twenty-Third Semi-Annual Vogtle
Service Construction Monitoring Report
Commission Staff

12/20  20-035-01 uT Utah Office of Rocky Application for Approval of the 2020
Consumer Services  Mountain Energy Balancing Account

Power
2/21 2019-224 SC South Carolina Duke Energy Review of Duke Energy’s 2020 IRP
and 225-E Office of Carolinas and

Regulatory Duke Energy
Services Progress

6/21 29849-U GA Georgia Public Georgia Power  Twenty-Fourth Semi-Annual Vogtle
Service Construction Monitoring Report
Commission Staff

9/21 U-35927 LA Louisiana Public 1803 Electric Compliance with MBM Order in
Service Cooperative Conducting RFP and Acquiring
Commission Resources

12/21  29849-U GA Georgia Public Georgia Power  Twenty-Fifth Semi-Annual Vogtle
Service Construction Monitoring Report
Commission Staff

5/22 44160-U GA Georgia Public Georgia Power  Georgia Power’s 2022 IRP Proceeding
Service
Commission Staff

6/22 29849-U GA Georgia Public Georgia Power  Twenty-Sixth Semi-Annual Vogtle
Service Construction Monitoring Report
Commission Staff

12/22 22-035-01 uTt Utah Office of Rocky Application for Approval of the 2022
Consumer Services Mountain Energy Balancing Account

Power
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Date  Case Jurisdict  Party Utility Subject

12722 2022-259-E  SC South Carolina Dominion Mid-Period Adjustment to Increase Base
Office of Energy South Rates for the Recovery of Electric Fuel
Regulatory Carolina, Inc. Costs
Services

1723 29849-U GA Georgia Public Georgia Power  Twenty-Seventh Semi-Annual Vogtle
Service Construction Monitoring Report
Commission Staff

06/23  2023-9-E SC South Carolina Dominion Review of DESC’s 2023 IRP
Office of Energy South
Regulatory Carolina, Inc.
Services

7/23 29849-U GA Georgia Public Georgia Power  Twenty-Eighth Semi-Annual Vogtle
Service Construction Monitoring Report
Commission Staff

09/23  2023-154-E SC South Carolina South Carolina  Review of Santee Cooper’s 2023 IRP
Office of Public Service
Regulatory Authority
Services

11/23  23-0735-E wv West Virginia Mon Power and  Expanded Net Energy Cost proceeding.
Energy Users Potomac Edison
Group

12/23  U-36974 LA Louisiana Public 1803 Calpine Capacity PPA Certification
Service Proceeding.
Commission Staff

2/24 55378 GA Georgia Public Georgia Power 2023 Integrated Resource Plan Update
Service
Commission Staff

624  U-37134 LA Louisiana Public 1803 Transmission Asset Transfer
Service
Commission Staff

924  2023-8-E SC South Carolina Duke Energy 2023 Integrated Resource Plan

2023-10-E Office of Progress and

Regulatory Duke Energy
Services Carolinas

ADDITIONAL JUDICIAL PROCEEDINGS AND OTHER PROJECT INFORMATION
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« 1995 — 2000 - Modeled the Singapore Power Electricity System and analyzed the
benefits of dispatching a new oil-fired unit within the system, BHP Power

+ 1995 —2000 - Modeled the Australian National Energy Market to develop market based
energy price forecasts on behalf of an Independent Power Producer in Australia, BHP
Power

« 1995 —2000 - Analyzed the benefit of purchasing existing gas-fired steam turbine units
within the Australian market, BHP Power

« 1995 — 2000 Developed market price forecasts for South Australia as part of the
evaluation of a new gas fired combined cycle unit, BHP Power

+ 1995 — 2000 - Modeled the Vietnam Electricity System as part of a project to develop
Least Cost Expansion plans for Vietnam, EVN State Utility

« 1995 - 2000 - Assisted in the evaluation of Phu My CCGT power plant in Vietnam,
BHP Power

« 1995 —2000 - Assisted in the development of Market Price Forecasts in several regions
of the US. These forecasts were used as the basis for stranded cost estimates, which were
filed in testimony in a number of jurisdictions across the country.

« 1995 —-2000 - Conducted research regarding ISO Tariffs and Operations for the PJM
Power Pool, the California ISO, and the Midwest ISO on behalf of a Japanese Research.

+ 1995 — 2000 - Performed research on numerous electric utility issues for 3 Japanese
research organizations. This was primarily related to deregulation issues in the US in
anticipation of deregulation being introduced in Japan.

« 1995 — 2000 - Critiqued the IRP filings of 5 utilities in South Carolina on behalf of the
South Carolina State Energy Office

« 1999 - Helped to analyze the rate structure and develop an electricity price forecast for
the Metropolitan Atlanta Rapid Transit Authority (MARTA) in Atlanta, Georgia

« August 2002 — Expert Report, Civil Action No. 1:00-cv-1262 in the United Stated
District Court for the Middle District of North Carolina, United States v. Duke Energy
Corporation, Department of Justice

« 2002 - Worked on behalf of the Utah Committee of Consumer Services to provide
guidance and assist in the analysis of PacifiCorp’s 2002 Integrated Resource Plan.

« July 2003 - Worked on behalf of the Oregon Public Utility Commission to Audit
PacifiCorp’s Net Power Costs per a Settlement Agreement accepted by the Public
Utility Commission of Oregon in its Order No. 01-787. Audit report in Docket No.
UE-116 filed July 2003.
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2003 - Regulatory support to the Utah Committee of Consumer Services regarding
PacifiCorp’s 2003 Utah General Rate Case Docket # 03-2035-02.

» 2004 — Assistance to the Utah Committee of Consumer Services to analyze a series of
power purchase agreements and special contracts between PacifiCorp and several of its
industrial customers.

2005 - Worked on behalf of the Utah Committee of Consumer Services to help analyze
PacifiCorp’s restructuring proposals.

2005 - Assisted the Utah Committee of Consumer Services by evaluating
PacifiCorp’s 2005 IRP and assisted in writing comments that were filed with the
Commission.

+ 2007 - Assisted the Utah Committee of Consumer Services to evaluate PacifiCorp’s
2007 IRP.

« 2007 - Conducted an investigation of the Southern Company interchange accounting
and fuel accounting practices on behalf of the Georgia Public Service Commission
Staff (Docket 21162-U).

« 2008 - Assisted the Louisiana Public Service Commission Staff with the review and
evaluation of Cleco Power’s 2008 Short Term RFP and its 2010 Long-Term RFP.

+ 2008 - Assisted the Utah Committee of Consumer Services by participating in a
collaborative process to develop an avoided cost tariff for large QFs.

» 2008 - Assisted the Louisiana Public Service Commission Staff with a rulemaking for
the opportunity to implement a Renewable Portfolio Standard in Louisiana. (Docket
No. R-28271 Sub-Docket B)

« April 2011 — Initial Expert Report, Civil Action No. 2:10-cv-13101-BAF-RSW, on
behalf of the Department of Justice in US District Court, United States v.Detroit Edison

+ June 2011 — Rebuttal Expert Report, Civil Action No. 2:10-cv-13101-BAF-RSW, on
behalf of the Department of Justice in US District Court, United States Detroit Edison

* 2011 - Assisted the Georgia Public Service Commission Staff to investigate the
acquisition of additional coal and combustion turbine capacity currently wholesale
capacity (Docket 26550).

e 2012 - Assisted the Louisiana Public Service Commission Staff with a rulemaking to
design Integrated Resource Planning (“IRP”) rules. (Docket No. R-30021)

» December 2013 — Expert Report, Civil action no. 4:11-cv-00077-RWS, on behalf of
the Department of Justice in US District Court, United States v. Ameren Missouri.
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RESUME OF PHILIP HAYET, VICE PRESIDENT

PUBLICATIONS AND PRESENTATIONS

Co-authored “Review of EPA’s Section 111 May 23, 2023 Proposed Rule for the State of South
Carolina”, on behalf of South Carolina Office of Regulatory Staff, August 2023.

Co-authored “Review of EPA’s Section 111(d) CO2 Emission Rate Goals for the State of
Montana, on behalf of the Montana Large Customer Group, October 2014.

Authored “Singapore’s Developing Power Market”, which appeared in the July/August 1999
edition of Power Value Magazine

Co-authored “The New Energy Services Industry —Part 1, which appeared in the January/February
1999 edition of Power Value Magazine.

Co-authored and Presented “Evaluation of a Large Number of Demand-Side Measures in the IRP
Process: Florida Power Corporation’s Experience”, Presented at the 3rd International Energy and
DSM Conference, Vancouver British Columbia, November 1994

Co-authored “Impact of DSM Program on Delmarva’s Integrated Resource Plan”, Published in the
4th International Energy and DSM Conference Proceedings, held in Berlin, Germany, 1995

Presentation — Law Seminars International, Electric Utility Rate Cases, Case Study of the Louisiana
Public Service Commission’s Quick Start Energy Efficiency Program, March 2015.
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