Rocky Mountain Power
Docket No. 24-035-01
Witness: Jack Painter

BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF UTAH

ROCKY MOUNTAIN POWER

Response Testimony of Jack Painter

December 2024




10

11

12

13

14

15

16

17

18

19

20

21

22

23

Please state your name, business address and present position with PacifiCorp,
dba Rocky Mountain Power (“the Company”).
My name is Jack Painter and my business address is 825 NE Multnomah Street, Suite
600, Portland, Oregon 97232. My title is Net Power Cost Adviser.
Are you the same Jack Painter who submitted direct testimony on behalf of the
Company in this proceeding?
Yes.

I. PURPOSE OF TESTIMONY
What is the purpose of your response testimony?
My testimony responds to certain issues raised by the Utah Division of Public Utilities
(“DPU”) in its energy balancing account (“EBA”) Audit Report and by Daymark
Energy Advisors (“Daymark”), on behalf of the DPU. Specifically, I discuss the DPU's
request to remove approved and prudently incurred costs from Electric Service
Schedule No. 137 — Net Billing Service for customer owned generators (“Schedule
137). I also address the replacement power cost calculations presented by Daymark
for the proposed adjustments related to thermal generation outages.
Are any other Company witnesses filing testimony in response to issues raised by
the DPU and Daymark?
Yes. Company witness Mr. Brad Richards provides testimony in response to the
proposed adjustments associated with certain generating plant events. Mr. Richards
explains that the Company was prudent in its operations and management of its thermal
generation plants. Additionally, Company witness Mr. Michael G. Wilding provides

testimony responding to the DPU’s recommended adjustment to the recovery in this
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II.

case for power physical purchases on the West side of the Company’s system.

COSTS FOR ELECTRIC SERVICE SCHEDULE NO. 137 - NET BILLING
SERVICE FOR CUSTOMER OWNED GENERATORS

What does the DPU recommend regarding the Company’s costs for Schedule 137?
DPU witness Mr. Gary Smith recommends that Schedule 137 costs for accounting
periods prior to the 2023 deferral year should be excluded from the EBA. Specifically,
Mr. Smith states the Company’s request to recover $4.7 million in Schedule 137 costs
for the prior periods January 2020 through December 2022 should not be recoverable
in this proceeding because the request is not due to a difference in operating and
accounting periods. He further states the Company has not yet recovered these costs
and mistakenly did not include them in the proper accounts in prior periods.!

Does the Company agree with the DPU’s recommendation that approved and
prudently incurred costs should be removed from the EBA for prior deferral
periods?

No. Mr. Smith implies the requested $4.7 million should be disallowed because an error
in the prior period is insufficient justification for recovery in periods for which rates
have already been finalized.> This argument relies on the false premise that the
Company cannot make out of period adjustments. As I discuss below, not only are prior
period adjustments approved by the Commission, but it is common practice for the

Company to include out of period adjustments and true ups in EBA filings.

! See Direct Testimony of Gary Smith, lines 104-109.
2 Id, at lines 109-110.
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Q. Has the recovery of Schedule 137 costs been previously approved by the
Commission for recovery in the EBA?

A. Yes. Schedule 137 costs were approved by the Commission in Docket No. 17-035-61
effective October 30, 2020.3

Q. Why has the Company not previously included Schedule 137 costs in the EBA
application?

A. The Company has not previously included Schedule 137 costs in the EBA application
due to an accounting error. As stated in my direct testimony, the Company found that
the costs included for customer generators in previous EBAs only included Schedule
136. Electric Service Schedule 136 - Transition Program for Customer Generators
(““Sch 136) was approved by the Commission on November 15, 2017, in Docket No.
14-035-114, and has been included in the EBA since. When Schedule 137 was
established, the costs for the export credits were to be included in FERC Account 555
for purchased power along with the already established costs for Schedule 136.

Both programs enable eligible customers to offset part or all of their own
electrical requirements with self-generation and receive export credits for energy fed
back to the electric grid, which measures the difference between the electricity supplied
by the Company and the electricity generated by an eligible customer-generator.

Unfortunately, the Company’s systems did not properly classify the new
Schedule 137 transactions in its accounting ledgers, which meant the costs included in

the EBA for customer generators only included Schedule 136. Due to error, the

3 See in Application of Rocky Mountain Power to Establish Export Credits for Customer Generated Electricity,
Docket No. 17-035-61, Direct Testimony of Joelle R. Steward, lines 240-241, (where Company witness Steward
proposed “to recover the Export Credits paid to Schedule 137 customers through the EBA in the same manner
[as Schedule 136 customers].”)
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Schedule 137 transactions were not properly included in the prior EBA filings. In April
2023, a correction was made to include Schedule 137 costs in the NPC calculation.
Therefore, a prior period adjustment was made in December 2023 to record Schedule
137 costs that occurred prior to the deferral period in this EBA.*

How did the Company account for the prior period expenses?

As stated above, once the error was realized, the Company made a prior period
accounting adjustment in its accounting system for Schedule 137 costs that occurred
prior to April 2023.

Are prior period expenses allowed to be included in the EBA?

Yes. On February 16, 2017, the Commission issued an order in Docket No. 09-035-15
where it ruled that the Company can include certain prior period adjustments in the
EBA (“Prior Period Order”).” The Commission stated these types of accounting
adjustments are permitted under Utah Code Ann. § 54-7-13.5, which states “[a]n energy
balancing account or gas balancing account that is formed and maintained in
accordance with this section does not constitute impermissible retroactive ratemaking
or single-issue ratemaking.” Furthermore, the Commission held that not allowing prior
period adjustments would “disallow prudent NPC amounts booked in accordance with
generally accepted accounting principles.”®

Does the Company commonly include out of period adjustments to the EBA?
Yes. True-ups and prior period adjustments are a common component in the Company’s

accounting records and the EBA and can be beneficial for customers. For example, this

4 Citation to his direct testimony
5 In the Matter of the Application of Rocky Mountain Power for Approval of its Proposed Energy Cost
Adjustment Mechanism, Docket No. 03-035-17, Order at 13.

1d.
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EBA filing includes $4.9 million of revenues on a total-Company basis from Vestas for
liquidated damages payments received as a result of Vestas not meeting minimum
availability guarantees at the TB Flats wind facility in calendar years 2022 and 2023.
These revenues offset others costs in the EBA, they are a benefit to customers, and they
are appropriately included. Another common annual adjustment in the EBA application
is a true-up of the variance between actual customer collections and the approved EBA
for the deferral year from two years prior due to the interim rate structure.

III. REPLACEMENT POWER COSTS
Please describe Daymark’s proposed adjustment for thermal generation outages.
Daymark recommends reducing NPC from the EBA by $814,769 including interest, on
a Utah allocated basis associated with thermal plant outages on the basis that the
Company acted imprudently. Daymark’s adjustment consists of $784,003 for the
replacement power costs and $30,766 in interest.
Does the Company agree these proposed adjustments to the EBA recovery due to
the generation plant events are warranted?
No. Company witness Mr. Brad Richards responds to the merits of Daymark’s proposed
adjustments and provides support for the Company’s position that plant operations
were prudent.
Did you review Daymark’s calculation for the replacement power costs with the
thermal generation outages?

Yes.
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107 Q. Notwithstanding the Company’s objection to the proposed adjustments, does the
108 Company agree with Daymark’s calculation of the replacement power costs?

109 A Yes. After reviewing Daymark’s calculations, the Company agrees with the

110 methodology and the results for the estimate of replacement power costs.

111 IV.  CONCLUSION

112 Q. What is your recommendation to the Commission?

113 A The Company requests the Commission approve the Company’s request to recover
114 $431,578,182 as approved through interim rates.

115 Q. Does this conclude your response testimony?

116 A. Yes.
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