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Please state your name, business address and present position with PacifiCorp,
dba Rocky Mountain Power (“the Company or Rocky Mountain Power”).
My name is Michael G. Wilding, and my business address is 825 NE Multnomah Street,
Suite 600, Portland, Oregon 97232. My title is Vice President of Energy Supplement
Management.
Are you the same Michael G. Wilding who submitted response and rebuttal
testimony on behalf of the Company in this proceeding?
Yes.

I. INTRODUCTION
What is the purpose of your surrebuttal testimony?
The purpose of my surrebuttal testimony is to respond to the rebuttal testimony and
disallowance recommendation of Gary Smith from the Division of Public Utilities
(“DPU”). I will also respond to one issue raised by Philip DiDomenico and Dan F.
Koehler of Daymark Energy Advisors, who have contributed joint testimony as part of
a consultation on behalf of DPU.
Please summarize your recommendation to the Public Service Commission of
Utah (“Commission”).
I recommend that the Commission reject the adjustments raised by the DPU with

regards to the Company’s market purchases and the Climate Commitment Act.
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II. RESPONSE ON DPU’S PROPOSED MARKET DISALLOWANCE

Mr. Smith continues to recommend a disallowance related to the hedging activities
that Rocky Mountain Power has engaged in.! How do you respond?

While the disallowance recommendation from DPU has changed from a complete
disallowance of all west side hedging activity to partial disallowance, the DPU’s
support for this recommendation continues to have significant flaws in logic and
evidence. My testimony identifies these flaws, and I continue to recommend that the
Commission deny the DPU’s recommendation.

Can you highlight a fundamental misunderstanding that pervades DPU’s
analysis?

Yes. DPU testifies that Net Power Costs (“NPC”) “is almost entirely the result of
Company’s past acquisition decisions; it always will be.”? However, this is a
fundamental misunderstanding of what drives changes in NPC, and this concept
provides a large portion of the basis for their overall recommendation.

When the Company makes decisions about its future resource composition
during a process like the Integrated Resource Plan (“IRP”), it is not deciding what its
future NPC will be. Rather, it is deciding what specific vulnerabilities its future NPC
will have to changes in circumstances or markets. If the Company builds gas generators
and gas prices increase, NPC will increase. If it builds coal generators and coal prices
increase (or coal becomes unavailable), NPC will increase. If it builds wind generators
and the wind does not blow, NPC will increase. The Company cannot insulate itself

from market changes or future weather patterns by way of a planning process. It can

! Rebuttal Testimony of Gary Smith, lines 143- 50 (Jan. 7, 2025).
2 Rebuttal Testimony of Gary Smith, lines 92-93.
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merely identify and diversify its exposure to those various risks. Rocky Mountain
Power has done so, as evidenced by the fact that it operates a diverse system that
includes multiple generation technologies and transmission assets across a large
geographic footprint, which I described in my response testimony.>

Q. What conditions did the Company encounter in its actual operations during the
deferral period?

A. I described at some length the operational conditions the Company managed through
during 2023 in my response testimony.* In summary, the Company had less access to
coal generation due to supply interruptions driven by factors described in the testimony
of Company witness Mr. Painter.’ Importantly, PacifiCorp lost a portion of the benefits
associated with its fuel diversity at a time when gas prices were elevated, requiring the
Company to use an approach that included purchasing larger than anticipated volumes
of power in order to serve load at a time when power prices were also surging because
of region-wide scarcity and elevated fuel prices.

Put simply, market prices for energy commodities were elevated when the
Company was losing the ability to fully dispatch its thermal units. DPU has indicated
that they believe it was possible for the Company to plan its way out of that situation
(particularly by building a gas resource), but the Company cannot reasonably be
expected to foresee simultaneous risk events (extreme market pricing coupled with

force majeure events from coal suppliers) of the sort encountered in its actual

3 Response Testimony of Michael G. Wilding, lines 48-94 (Dec 6, 2024).
4 Response Testimony of Michael G. Wilding, lines 17-18; 329-348.
5 Direct Testimony of Jack Painter, lines 417-505 (May 1, 2024).
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operations during 2022 and 2023, and DPU does so now with the certainty that is only
available with the benefit of a full hindsight of the events that have occurred.

Are these ordinarily the sort of questions raised in the context of a Docket to
approve Energy Balancing Account (“EBA”) contents?

No, and this testimony is an example of the reason that has traditionally been the case.
DPU now possesses complete knowledge and certainty regarding the precise chain of
events that took place affer the planning process was completed in prior years. That
certain knowledge colors the hindsight evaluation of the planning process that DPU is
attempting to insert into this proceeding, but that sort of analysis has no place in a
prudence review.

Typically, a review covering a single operating year would be concerned with
what the Company knew at the time it was making operational and hedging decisions
(as opposed to resource planning decisions that are several years old at this point).
Questions are ordinarily limited to whether the Company purchased too much or too
little, whether the risk policy was followed, whether resources were operated and
maintained prudently, and other related topics. The question of whether the Company
planned with perfect foresight regarding the precise market and operational conditions
encountered in 2023 is not something that can be assessed, especially when the
acquisition of resources often takes years and building a new thermal plant could have
taken decades.

I will state again for the record that the clear story of 2023 is that coal was less
available than was assumed in the NPC baseline, requiring the Company to purchase

more and sell less than the baseline estimate, both of which increase NPC. Making
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REDACTED

those incremental purchases _
|
I
There is nothing imprudent about this activity.
DPU has performed an evaluation of prices at Mid-Columbia and Palo Verde that
it claims also requires analysis.®* How do you respond?
The Company appreciates the presentation of the pricing data by DPU. On a
fundamental level, it is easy to agree that price has a place in evaluating potential
alternatives, but it is far less important than liquidity in practical terms. For an example
of why this is the indisputable hierarchy, consider the following example: it could
hypothetically be the case that power was completely free of charge at Palo Verde, but
that fact would have no value to customers without counterparties who are willing to
sell. It is worth pointing out that my response testimony called attention to the fact that
we were using Palo Verde in lieu of information on pricing and/or liquidity at Four
Corners or Mona,” primarily because interest (and liquidity) was so much lower at those
locations that the Intercontinental Exchange (“ICE”) does not provide market statistics
for those locations to the Energy Information Administration.®

In addition, DPU concedes that prices of actual transactions were generally
lower at Mid-Columbia until 2023, based on their evaluation of the ICE price history.
However, the Company hedges a substantial portion of its requirements on a forward

basis, and these are spot prices, meaning that they were not available at the time when

¢ Rebuttal Testimony of Gary Smith, lines 120-142.

" The Company has transmission access to Four Corners and Mona, but needs to purchase transmission to
access Palo Verde.

8 Response Testimony of Michael G. Wilding, lines 298-301.
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many purchase transactions on the west side were being executed. Using pricing data
in this fashion warps the application somewhat from being used appropriately to being
used inappropriately. Only the hourly price data was presented in response testimony
(the transaction price data from ICE was included in the workpaper but was not used
in analysis supporting any portion of the testimony itself) and its original use was not
to establish a rationale for any specific hedging or operational decision, but simply to
illustrate that prices have been more volatile in the recent past than in the more distant
past.’

Do you have any comments on the DPU’s use of “Mid-C” prices in their
workpapers and analysis?

Yes, the hourly prices labeled “Mid-C” in DPU’s workpapers were not referenced
anywhere in my response testimony, primarily because it became clear late in the
process of preparing that testimony that the prices in question were not analogous to
Mid-Columbia prices (they were CAISO hourly prices, and CAISO does not publish a
price for Mid-Columbia), so the graph in those workpapers was accidently mislabeled.
This did not impact my testimony because this was an extraneous dataset that was only
in the workpapers. Only the Palo Verde prices were used in my testimony. Ideally, that
extraneous data would have been deleted prior to filing to avoid confusion, but the
extraneous graph and data were accidently left in the workpapers but referenced
nowhere in testimony. DPU’s mistake in using those prices for analysis is perfectly
understandable, but the DPU’s testimony on Mid-Columbia pricing used incorrect data

to the extent that it was based on the hourly CAISO prices.

% Response Testimony of Michael G. Wilding, lines 192-194.
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128 Finally, it is important to remember that the Company_
N
131 _ because the company must also purchase transmission to move that energy
132 onto its system.

133 Q. What do the Company’s actual transaction prices indicate about the relative
134 expense associated with hedging on each side of the system for 2023 delivery
135 periods?

Yt
(%]
(=)}
>

138 side purchases were priced at a noteworthy discount compared to hedges delivered to
139 the east side of the system. Please note that the analysis that follows considers on_ly.
144 (e
145 3
146 _
147 ]

10 Prices fluctuate over time, meaning it is possible for timing to be responsible for some portion of this price
disparity. However. even when comparing hedges executed around the same time, the numbers still show that it
was less affordable to hedge on the east side of the system.
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Q. DPU has recommended a disallowance of $72.3 million,'! how do you respond?
First and foremost, DPU has based its recommendation here on a separate
recommendation made by Mr. Trevor Jones of DPU in the Company’s ongoing general
rate case.!? However, that proposal exhibits a remarkable lack of analysis. Quoting
directly from testimony in the general rate case:

Mr. Wilding laid out a number of benefits to Utah for being part of

the system and one could argue that those benefits bring Utah up to

the 10% or even higher, like 15% or 20%. Any of those might be

appropriate. '*
In other words, without any specific quantitative analysis, Mr. Jones and Mr. Smith are
simply providing an arbitrary number that has no evidentiary support. The Company
has provided evidence and narrative explanations for the increase in purchasing
activity, the change in the hedging program, and the increase in NPC during the deferral
period, all of which have overlapping but non-identical drivers. It has made its case on
an evidentiary basis, while the DPU’s disallowance lacks any supporting evidence to
arrive at their adjustment.
Are there other fundamental reasons the proposal should not be adopted?
Yes. Most importantly, this allocation would simply leave Utah short power and force
the Company to serve load free of charge. For some sense of why this is important, we
need only examine DPU Table 3 in Mr. Smith’s rebuttal testimony. The proposal seeks

to remove 729,986 MWh of purchases and 156,859 MWh of sales, for a net shortfall

of 573,127 MWh in Utah.

' Rebuttal Testimony of Gary Smith, lines 149-150.

12 Rebuttal Testimony of Gary Smith, lines 145-148.

13 Application of Rocky Mountain Power for Authority to Increase its Retail Electric Utility Service Rates in Utah
and for Approval of its Proposed Electric Service Schedules and Electric Service Regulations, Docket No. 24-
035-04, Surrebuttal Testimony of Trevor Jones, lines 301-303 (Dec. 5, 2024).
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That highlights the fact that this proposal simply fails to consider any sort of
counterfactual scenario, opting for a total disallowance absent any regard for
replacement costs. In a counterfactual where the Company used east side resources to
serve load in the West instead of market purchases (assuming that was even an
operational possibility in all cases, which it almost certainly was not), it would have
had to purchase more in the East (or forego sales in the East) to serve load in states like
Utah on account of the fact that energy being used to serve east side load in reality was
being sent to the west side in the counterfactual. A total disallowance simply does not
make logical sense. In the case of an EBA proceeding, it requires the assumption that
the Company had foreknowledge of the coming force majeure events and spike in
energy prices, but declined when offered the opportunity to build a resource that
miraculously serves load without any cost or rate impact from capital investment. In
other words, the recommendation advanced by DPU has no basis in any scenario that
could have occurred in reality.

Please summarize your recommendation to the Commission regarding DPU’s
proposed adjustment.
For all of the reasons I have covered above, I recommend the Commission decline to

adopt DPU’s proposed adjustment.
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III. RESPONSE TO DAYMARK ON HEDGING ACTIVITIES AND
DOCUMENTATION

Daymark, in their role as a consultant for the DPU, has noted that their review
“assumes that the Company will make significant improvements in
contemporaneous trade purpose documentation[.]”'* How do you respond?

I would note that trade purpose documentation is currently being addressed through an
investigation in Docket No. 24-035-10, the open market investigation that has been
opened by the Commission. I would refer the Commission to the most recent progress
report that was filed on December 19, 2024, where the Company detailed the changes
that have been made to the Company’s reporting and provided examples of the
documentation along with the latest comments on that documentation from the DPU.
The Company is working to revise its documentation to address the comments raised
by the DPU and anticipates that it will provide further revisions to the DPU to address
the concerns that they have identified to the Company. While the Company has no
objection to Daymark’s expectations, the Company does not understand why it is
necessary to address those issues in this proceeding, while that process is ongoing in
that docket. To the extent that a dispute may arise between the Company and DPU
regarding the documentation, those issues can be raised to the Commission in the

investigation docket.

14 Rebuttal Testimony of Philip DiDomenico and Dan F. Koehler at 177-181 (Jan. 7, 2025).

Page 10 — Surrebuttal Testimony of Michael G. Wilding



207

208

209

210

211

212

213

214

215

216

217

218

219

220

221

222

223

Q. Daymark also noted that it was their recommendation that “the Company will
continue to seek options for hedging physical power supply without excessive
financial hedging.”'> How do you respond to this recommendation?

A. Regarding the procurement of physical energy that is not also a financial hedge, the
Company has cited a lack of liquidity and significant price adders as some of the driving
factors in not executing index-priced physical power transactions in the past'® and has
provided evidence in general rate case testimony that it requires and uses the physical
power procured as part of its hedge program.!” Given that the physical power is
required and useful, and given the comparative lack of available cost-effective
alternatives to fixed-price transactions, the Company will hedge prudently as it always
has, but would simply caution against expecting any immediate and dramatic change
in the composition of its forward transactions. Our intention in responding this way is
not to indicate that the Company is unwilling to explore options and alternatives that
may allow for different approaches in the future. This response is only to remind DPU,
Daymark, and the Commission that our ability to procure energy with non-fixed price
mechanisms is contingent upon the existence of counterparties willing to transact in

those products, which is outside the Company’s control.

15 Rebuttal Testimony of Philip DiDomenico and Dan F. Koehler, lines 177-181.

16 Rocky Mountain Power s Application for Approval of the 2023 Energy Balancing Account, Docket No. 23-035-
01, Order at 17 (Feb. 23, 2024) (“RMP testified its access to index-priced contracts in the western market is much
more limited and, even where offered, requires RMP to pay a significant price adder on top of the index price at
settlement.”).

'7 Application of Rocky Mountain Power for Authority to Increase its Retail Electric Utility Service Rates in Utah
and for Approval of its Proposed Electric Service Schedules and Electric Service Regulations, Docket No. 24-
035-04, Confidential Exhibit RMP_ (MGW-2R) and Phase I Rebuttal Testimony of Michael G. Wilding, lines
422-452 (Nov. 15, 2024).
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IV.  RESPONSE TO DAYMARK ON WASHINGTON CCA
Daymark claims that this should not be treated as any other state-imposed
generation tax because it was designed to stymie the fair allocation principles of
the 2020 Protocol.!® Is there some missing context in these statements?
Yes, the Company request no cost allowances for all retail customers in all states and
the Washington Department of Ecology determined that was inconsistent with the
Washington CCA statute. Daymark ignores this evidence which was provided in its
data requests to the DPU. The Company noted in its Data Request 11.2 that the
Washington Department of Ecology declined to allow the provision of no-cost
allowances for customers outside of Washington based on the agency’s interpretation
of the CCA statute:
In the Concise Explanatory Statement Chapter of the Climate
Commitment Act (CCA) Program, Ecology addressed a comment
submitted by PacifiCorp regarding the provision of no-cost allowances
for the emissions associated with Washington thermal generation
allocated outside the state of Washington. PacifiCorp requested
guidance for these allowances to be available not only for Washington
customers but also for emissions associated with thermal generation
(i.e., Chehalis) allocated to customers in other states. Ecology

responded to this comment by stating that the CCA primarily focuses
on regulating greenhouse gas (GHG) emissions within the state. !’

Daymark claims that the same generation from Chehalis triggers distribution of
no-cost allowances for the sole benefit of Washington customers, while triggering
a cost for customers outside of Washington.?® Is this a misleading explanation of
how no-cost allowances are distributed?

Yes. The no-cost allowances Washington has decided to provide to its own customers

18 Rebuttal Testimony of Philip DiDomenico and Dan F. Koehler, lines 56-58.
19 Rebuttal Testimony of Philip DiDomenico and Dan F. Koehler, Exhibit DPU 2.4R.
20 Rebuttal Testimony of Philip DiDomenico and Dan F. Koehler, lines 96-99.
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is tied directly to Washington’s retail load and the attributes associated with the
Company serving that load. The Company receives no-cost allowances for all of the
generation that is serving Washington retail load, including plants and purchases that
occur outside of Washington. The provision of no-cost allowances is distinct from the
generally applicable generation tax imposed by the Washington CCA.

Is it unfair and inappropriate that the Washington Department of Ecology has not
provided no-cost allowances for Chehalis’s generation for all of PacifiCorp’s retail
customers?

Yes, and as I have detailed previously, PacifiCorp has taken appropriate legal action
against the Washington Department of Ecology in the federal courts because the
Company believes that Ecology’s interpretation of the Washington CCA is inconsistent
with the United States Constitution. However, unless legal relief is provided by the
federal courts, the Company must comply with the laws and regulations of each state
in which it operates.

Is PacifiCorp appealing the decisions to disallow no-cost allowances in Oregon,
Idaho, and Wyoming?

Yes, PacifiCorp has filed and is briefing appeals in Oregon and Wyoming, and has filed
its notice of appeal in Idaho.

Does this conclude your surrebuttal testimony?

Yes.
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